
A N NUA L R E POR T 2010 EXPANSION



Contents

Corporate Profile 1

2010 Highlights 2

Strategy 3

Letter from the CEO 4

Gold Resources 6

Projects 7

Country Profiles 9

Corporate Social Responsibility 10

Board and Management 12

Audited Financial Statements and MD&A 13



Quick Facts

Stock Symbol: ORE

Stock Exchange: TSX

2010 Low / High: C$0.66 / C$4.25

Shares Outstanding: 82.9 million (87.8 million fully diluted)

Market Capitalization: C$325 million (C$3.94/share)

Cash: $61 million (consolidated)

Debt: None

All figures in US dollars, unless otherwise noted.
Market capitalization and share price at December 31, 2010

Corporate Profile

Orezone Gold Corporation is a Canadian exploration and development company 
that is rapidly expanding a 2.3 million ounce (Moz) Indicated and 2.2 Moz Inferred 
gold resource (National Instrument 43-101) from its 100% owned gold projects in 
Burkina Faso, West Africa.

Bomboré, with 1.6 Moz Indicated and 1.9 Moz Inferred resources constrained within 
optimized open pit shells, is the largest undeveloped gold deposit in Burkina 
Faso. Over 80% of the resources occur above a depth of 80 meters (m), and the 
average depth of drilling is just 60 m. The geological model indicates that a 
substantial increase in the resources could be achieved by drilling deeper. A 
$24 million, 170,000 m drilling campaign is underway to expand and upgrade 
the resources by as much as 60% by deepening the drilling from 60 to 120 m. 
Bomboré has exceptional infrastructure for this part of Africa as it is located just 
85 kilometers (km) from the capital city, adjacent to a paved highway, and with 
access to local power and available water. A Preliminary Economic Assessment is 
expected in Q2 2011, a Prefeasibility Study by year-end and a Full Feasibility 
Study for a large tonnage open pit Carbon in Leach (CIL) operation by Q2 2012. 
The company is targeting production of +250,000 oz/year by 2015.

Orezone has a +15 year track record of success in Burkina Faso, having developed 
Essakane, the country’ s largest deposit at +6 Moz. During this process, Orezone 
arranged a $330 million debt facility, a $220 million equity financing, obtained all 
the necessary permits, built a development team and commenced construction. 
Although Iamgold made a successful takeover bid for Essakane, all of this experience 
is not lost and will be useful in taking our other projects through to production.

As well, Orezone, through its 67% interest in Brighton Energy has made a new and 
significant uranium discovery in Niger, one of the largest producers of uranium 
worldwide. Consistent mineralization occurs on its Zéline 1 exploration permit 
located 25 km to the north of Areva’ s Arlit mines, which have produced 240 million 
pounds of uranium oxide (U3O8) since 1971. Brighton Energy has five uranium 
permits covering an area of approximately 4,000 km² in Niger, $4.1 million in cash, 
and is spending up to $3 million on exploration this year. The stage is set for Brighton 
to add more value through continued drilling and defining of resources.

With a strong treasury and a pipeline of projects that indicate potential for 
significant organic growth, Orezone is well-positioned to make another major 
step towards production and increasing returns for its stakeholders.

Orezone is well on its way to 
developing another world-class 
gold deposit in Burkina Faso.
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2010 Highlights

2.3 + 2.2 Moz
Total NI 43-101 compliant gold 
resources increased to 2.3 Moz 
Measured and Indicated, and 
2.2 Moz Inferred at its three 
100% owned projects.

+59%
Bomboré gold resources 
increased by 59% to 1.6 Moz 
Indicated and 1.9 Moz Inferred, 
constrained within optimized 
open pit shells, with an average 
drilling depth of only 60 m.

+48%
Average grade at Bomboré 
increased by 48% to 0.9 g/t.

170,000 
meters
A $24 million infill and expansion 
drill program was initiated at 
Bomboré to further expand 
mineral resources in conjunction 
with completing a Preliminary 
Economic Assessment.

Initial drilling results are positive, 
concur with the model and 
indicate upside at depth.

$64 million
C$64 million raised in two 
financings to fund exploration 
and development programs.

$5 million
Brighton Energy completed 
C$5 million private placement 
and commenced uranium 
exploration in Niger (67% 
owned by Orezone).

$325 million
Market capitalization increased 
from C$50 million to C$325 
million, with shares reaching  
a high of C$4.25.

5 analysts
Five major financial institutions 
now cover Orezone: BMO 
Capital Markets, Canaccord 
Genuity, CIBC World Markets, 
Desjardins Securities, and 
Raymond James.
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Strategy

Maintain a sharp focus on gold: Because of a weakening US 
dollar, global economic and political uncertainty, shortages of 
supply, and increasing demand for gold, most analysts predict a 
long period of higher gold prices. Furthermore, the manage-
ment team and board have significant experience with gold 
exploration and development in West Africa.

Target under-explored areas within highly prospective 
regions: The Company believes the lowest-cost discoveries can 
be made in areas that haven’ t been heavily explored, but have 
highly prospective geology. This allows the Company to acquire 
properties relatively inexpensively, which contributes to a lower 
overall cost structure.

Organic growth: Orezone has the largest undeveloped gold 
project in Burkina Faso along with a pipeline of advanced projects. 
The Company is well positioned technically and financially to 
expand its resources.

Keep costs down: Orezone maintains a low cost structure 
through efficient exploration and management methods, and 
by developing several deposits in the same region in order to 
achieve economies of scale.

Manage risk: The Company continually evaluates other oppor-
tunities that may offset any perceived risks associated with its 
current portfolio. If necessary it partners with experienced 
development professionals and focuses on opportunities with 
large size potential and high rates of return.

Become a gold producer: Orezone systematically applies 
advanced exploration and development techniques to bring 
its projects to a production decision on a timely basis. It will 
become a gold producer by relying on management’ s wealth of 
experience and will apply “World Bank Standard” environmen-
tally and socially sound, mining practices.

The completion of a Preliminary Economic Assess ment 
by the end of Q2 2011 is only considered an interim 
step to completing a Full Feasibility Study by Q2 2012. 
We have been down this path before and can move 
more quickly and efficiently towards production.

3



2010 was a year of growth and achievement. Supported by 
strong market conditions, Orezone significantly increased its 
gold resources, the average grade of Bomboré, its market 
capitalization and treasury.

Letter from the CEO

2010 was a record year for Orezone. We started the year with a 
C$10 million financing that was used for drilling, which resulted 
in a significant increase to the average grade and total resource 
at Bomboré, our flagship property. The October Bomboré 
resource update was coincident with strong prices, and inves-
tors with an appetite for emerging world-class deposits sup-
ported a five-fold increase in our share price and a C$54 million 
financing at C$3.75 per share. The geological model for 
Bomboré indicates that the resource could be substantially 
increased with more and deeper drilling. In November, the company 
initiated a $24 million, 170,000 m drill program that will continue 
into 2012. Resource updates will occur during the second half of 
2011 and the first of half of 2012.

Gold Resource Expansion

The Bomboré NI 43-101 resource estimate increased by 59% to 
1.6 Moz Indicated and 1.9 Moz of Inferred gold resources con-
strained within optimized open pit shells. Most importantly, the 
average grade increased from 0.6 to 0.9 g/t. The update included 
over 50,000 m of infill and expansion drilling that was designed to 
upgrade and test the limits of the surface oxide resource and to 
test the geological continuity of the sulphide mineralization (fresh 
rock) at depth. This unexpected and material change to the 
potential size and grade of the fresh rock (1.2 g/t using a 0.5 g/t 
lower cut-off ) warranted a change in our approach to consider 
developing the project as a CIL operation, or a combination of 
a heap leach and CIL. Initial metallurgical testing indicates heap 
leach recoveries of +80% and +92% recoveries from oxides in a 
CIL process. The fresh rock can only be processed via a CIL process. 
The various ores of Bomboré are not refractory with the gold 
being fine grained and free-milling. More testing is required to 
optimize the fresh ore recoveries that are likely to be dependent 
primarily on grind size.

The deposit is still open on surface where more oxide material is 
targeted, along with lateral extensions to our current open pit 
shells, however the potential to expand resources at depth is 
where the most significant upside lies. With 35,000 oz of gold 
per vertical meter above the CIL cut-off grade in the top 60 m of 
the deposit, there remains excellent potential to significantly 
increase resources at depth by drilling to a depth of 120 m. Early 
results from an extensive 170,000 m drill program that com-
menced in November validate the current resource model and 
confirm the extension and grade of the sulphide mineralization 
below the model and the immediate potential to expand 
resources at depth with further drilling.

The company has purchased a parcel of land located on the 
central west side of the deposit. A new camp, office, warehouse, 
and sample processing facility is under construction that when 
finished this spring, will improve productivity and lower costs. In 
addition, an all-weather road will improve access year round and 
reduce traffic within the local population. The camp and facilities 
can be further expanded to accommodate mine construction 
and operations as required.

At our Sega Project, we also increased the NI 43-101 compliant 
gold resource estimate to 450,000 oz of Indicated and 147,000 oz 
of Inferred resources on the basis of an additional 12,000 m of 
reverse circulation (RC) and diamond drilling. This work provides 
the foundation for advancing Sega to the feasibility stage for a 
heap leach operation similar to the neighboring Kalsaka Mine, 
less than 20 km to the south, owned by Cluff Gold. Additional 
drilling and detailed metallurgical work will be completed in 
2011 as we advance Sega to a Preliminary Economic Assessment.

Although the Bondi Project, with 282,000 oz of Indicated and 
150,000 oz of Inferred gold resources is smaller in size than 
these other two projects, at 2 g/t, it has a higher average 
grade than Bomboré or Sega. Because of the heavy focus on 
the other projects, few resources were allocated to Bondi in 
2010. The company feels that there remains significant upside 
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at Bondi but this story may not unfold until Bomboré and, or 
Sega are being developed.

Uranium Exploration in Niger

While Orezone remains focused on gold, it also holds a 67% 
interest in Brighton Energy. Brighton, through its Niger subsidiary, 
is a uranium focused explorer with title to 3,958 km² of well 
located and prospective ground. These exploration permits contain 
key geological structures and favorable rocks that are known to 
host or control the mineralization at producing uranium mines in 
the region. The basin currently ranks as the sixth largest uranium 
producing area in the world and is expected to become the second 
largest by 2014 with production from Areva and China Nuclear. 
Even with the increased production profile the area remains 
largely under-explored.

To finance exploration, Brighton completed a private placement 
financing of C$5 million in 2010. A C$3 million exploration 
program that includes airborne geophysical surveys and drilling of 
the higher priority targets identified along the major mineralized 
trends commenced in December. Brighton expects to be drilling 
well into Q2 2011.

Conclusion

The tremendous progress we’ ve made this year is the result of 
the expertise, imagination and dedication of a very talented and 
professional team in combination with a good gold market. 
On behalf of the board of directors, I would like to thank our 
management team and employees for their hard work and 
commitment to excellence. I would also like to thank all of our 
stakeholders for their continued support and confidence in 
what we do.

With continued drilling and development, Bomboré stands 
poised to become a world-class gold deposit. Together with our 
other gold and uranium projects, a strong treasury and favorable 
market conditions, Orezone is well-positioned for another exciting 
and successful year ahead.

Ron Little
President and CEO,  
Orezone Gold Corporation



Gold Resources

Orezone has 2.3 Moz Measured & Indicated and 2.2 Moz of Inferred resources at its three, 100%-owned projects in Burkina Faso.

PROJECT

BOMBORÉ SEGA BONDI TOTAL

MEASURED & INDICATED

Tonnes (million) 60.9 8.3 4.1 73.3

Grade (g/t) 0.81 1.69 2.12 0.98

Ounces 1,589,000 450,000 282,000 2,321,000

INFERRED

Tonnes (million) 60.6 2.9 2.5 66.0

Grade (g/t) 0.96 1.58 1.84 1.02

Ounces 1,873,000 147,300 149,700 2,170,000

Area 105 km2 313 km2 224 km2

Ownership 100% 100%1 100%

Budget 2011 (Exploration) $24 million $2 million $1 million

Progress Drilling/Feasibility Study Drilling/Pre-Feasibility 
Study

Drilling

1 Less a 3% net smelter royalty (NSR), of which 2% can be bought back for $2 million.

With 35,000 oz of gold per vertical meter  
at Bomboré, and 170,000 meters of drilling 
underway, we expect to significantly expand 
resources over the next 12 months.
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Bomboré

Orezone’ s 105 km² Bomboré Project is the largest undeveloped 
gold deposit in Burkina Faso. It hosts 1.6 Moz of Indicated and 
1.9 Moz of Inferred resources with grades averaging approxi-
mately 0.9 g/t. The Bomboré resource occurs at surface in 
several zones contained within a gold-in-soil anomaly that 
extends virtually uninterrupted at a level of +0.1 g/t for 14 km 
and represents the largest gold anomaly in the country. 
Approximately 80% of the total resource occurs in the top 
80 m and economic pit shells that constrain the resource can 
reach depths of up to 200 m if the geological model proves to 
continue at depth. Resources are open at depth and 90% of 
the drilling to date is within 60 m of surface. With 35,000 oz of 
gold per vertical meter (0.3 g/t cut-off ) in the top 60 m of the 
deposit, there remains an excellent opportunity to signifi-
cantly increase resources at depth. There is potential for an 
open pit oxide heap leach operation as well as a large CIL 
operation with total capacity in excess of 9 million tonnes of 
ore per annum. Metallurgical testing shows that the deposit is 
amenable to heap leaching with indicated recoveries of 82% for 
oxide and 80% for transition resources. A standard CIL process 
is also being assessed as part of an ongoing Pre liminary 
Economic Assessment due to be released in Q2 2011.

The project is in an area of low population density, and a high 
voltage power line that is only 10 km south of the permit. These 
infrastructure advantages should translate into reduced operating 
and development costs.

Sega Niamey

Bondi

Bomboré

Bobo-Dioulasso

Ouagadougou

100 km

Sega Niamey

Bondi

Bobo-Dioulasso

Ouagadougou
Bomboré

Projects

The Bomboré project is located just 85 km east of  
the capital city adjacent to the national paved highway. 
Local infrastructure includes a high voltage power line 
nearby, access to sufficient water and a large labor force.

 This image shows a portion of the 105 km2 Bomboré permit (marked in red), and 
the approximately 11 km long gold-in-soil geochemical anomaly, superimposed 
on a Landsat satellite image. The pink colors correspond to the highest concentra-
tions of gold, and the black outlines represent the optimized open pit shells.

N
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Summary of 2011 Priorities

Bomboré

170,000 m of in-fill and 
expansion drilling

Completion of Preliminary 
Economic Assessment in Q2

NI 43-101 resource update  
by Q4

CIL Pre-Feasibility Study by Q4 
2011 and Full Feasibility Study 
by Q2 2012

Sega

Ground geophysics, auger 
drilling, followed by expansion 
drilling

Completion of Preliminary 
Economic Assessment followed 
by Pre-Feasibility Study in Q4 
for a small heap leach facility

Bondi

Ground geophysics, trenching, 
auger/air core drilling followed 
by expansion drilling

Niger Uranium (Brighton)

Exploratory drilling on 
Zéline 1, Assouas 1 and 
possibly Zéline 4 permits.

Definition drilling of new 
discoveries

Airborne geophysics

Sega

Orezone increased the Sega gold resource in Q1 2010. The 
project has 450,000 oz of Indicated and 147,000 oz of 
Inferred gold resources occurring in five principal zones. 
Orezone will complete a Preliminary Economic Assessment 
focusing on the heap leachable, near-surface oxide and 
transition ores that represent about 50% of the total resources, 
including about 260,000 oz in the Indicated category.

The 313 km² Sega Project is located 150 km north of Ouaga-
dougou with good road access that is mostly paved. A 
government-funded, +40 million m3 water retention dam is 
under construction near the project and may be used to 
supplement any future mine water supply. Grid power is 
also expected to be accessible within the next two years. 
The Sega Project has the potential to be an open pit heap 
leach operation of similar scale to the neighboring Kalsaka 
Mine operated by Cluff Gold.

Bondi

Orezone’ s Bondi Project covers an area of 224 km² in the 
Houndé Greenstone Belt in the southwest of Burkina Faso. It 
is accessible via a paved road with good infrastructure. Bondi 
has four open pittable zones with 282,000 oz of Measured 
and Indicated, and 150,000 oz of Inferred gold resources. The 
4 km Bondi structure remains open and untested at either 
end, as well as at depth.

Niger

Uranium Permits
Orezone, through its 67% owned Brighton Energy subsidiary, 
has five exploration permits strategically loca ted in the Tim 
Mersoï Basin in the Republic of Niger, West Africa. The 
permits cover an area of 3,958 km2. Two of the permits are 
located within 20 km of Areva’ s Somaïr and Cominak uranium 
mines, while one is adjacent to Areva’ s Imouraren deposit. 
Furthermore, the permits are located along main structural 
breaks in an area known for favorable geology. Early drilling 
results indicate a significant presence of uranium in the same 
sequence of Carboniferous rocks along with a similar structural 
setting to that of the neighboring mines that have produced 
uranium for the last 40 years.
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Country Profiles

Burkina Faso

Burkina Faso is emerging as a significant gold producing 
country. It shares similar geology as its neighbors, Ghana 
and Mali, which are the second and third largest gold 
producing countries in Africa. With a total area of 274,000 km² 
this landlocked country is generally flat, arid and acces-
sible, conditions that facilitate gold exploration. Artisanal 
gold mining has been practiced in the region for centuries, 
going back to the time when this part of Africa was 
known as the “Gold Coast”. Although predominantly a 
farming country, gold has recently become the country’ s 
largest export commodity.

Burkina Faso has updated and modernized its Mining 
Code and established a competitive fiscal regime. On 
December 31, 2010, the Government of Burkina Faso 
amended its Mining Law, as originally announced on 
March 3, 2010, whereby the government’s royalty inter-
est would be maintained at 3% if the price of gold is less 
than or equal to $1,000/oz, increased to 4% if the price of 
gold is between $1,000/oz and $1,300/oz and increased 
to 5% if the price of gold is greater than or equal to 
$1,300/oz. The royalty level is applied to all gold sold or 
delivered by a refinery, based on the daily spot price of 
such distribution.

The country is now attracting considerable foreign invest-
ment with six gold mines having been commissioned to 
date and the +6 Moz Essakane mine now operational. 
Burkina Faso is ranked 6th best in Current Mineral 
Potential, by The Fraser Institute of Canada in its “2010/2011 
Annual Survey of Mining Companies.” The Current Mineral 
Potential Index is based on respondents’ answers to the 
question about whether or not a jurisdiction’ s mineral 

Burkina Faso ranks 6th worldwide in 
Current Mineral Potential Index, in the 
“2010/2011 Annual Survey of Mining 
Companies” conducted by The Fraser 
Institute of Canada.

potential under the current policy environment encourages 
or discourages exploration.

Burkina Faso has a population of approximately 16 million 
people. It has a democratically elected government and it 
currently does not suffer from civil or ethnic unrest. French 
is the official language of the government and business, 
giving Canadian companies an advantage over competitors 
who come from countries that are not French speaking.

Niger

The French-speaking Republic of Niger has a population of 
15 million people. Uranium is the number one contributor 
to its gross domestic product. Orezone, through its 67% 
interest in Brighton Energy, has a strategic land package in 
the main uranium producing region of the country adjacent 
to the Somaïr (14,000 t U3O8 @ 0.3%) and Cominak (29,000 t 
U3O8 @ 0.4%) mines, and Imouraren (120,000 t U3O8 @ 0.15%) 
deposit. The Niger government has stated it plans to raise 
its annual uranium production from 3,500 to 10,500 tonnes 
a year in the next few years.
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Corporate Social Responsibility

Our Approach

Our mission is to discover and develop the earth’ s resources in 
an efficient and responsible manner. Orezone has adopted an 
approach to exploration and development that is built on a 
foundation of widely accepted industry standards and best practices 
including the Performance Standards of the International Finance 
Corporation (IFC), e3 Plus Principles and Guidance – A Framework 
for Responsible Exploration, and ISO 26000. As importantly, the 
experience we gained at Essakane, which involved working 
with communities to resettle over 12,000 people, the con-
struction of new homes, schools, churches, mosques and clinics, 
and the hiring and training hundreds of workers, guides us as 
we move Bomboré and Sega, and other projects in time, 
towards feasibility.

Trust, cooperation, collaboration and a deep respect for the local 
people, their language, livelihoods, traditions and customs, are 
at the heart of our approach to exploration and development. 
We engage early in open honest dialogue with the local com-
munities and stakeholders, and are committed to ensuring that 
they realize the maximum possible benefit from our activities. 
Orezone recognizes that although it is granted exploration and 
development rights from the government, it must also gain the 
support, participation and commitment of local communities 
and government.

Orezone meets with its stakeholders to explain the mining 
cycle, from exploration through development, production 
and reclamation, to ensure they understand what to 
expect, and when. We listen to and understand their develop-
mental priorities and highlight the benefits and opportu-
nities that our activities can provide in the short and long 
term. This includes improved access to clean drinking 
water, healthcare, better sanitation, employment and safe 
working conditions, and training. On a regular basis, we 
keep these stakeholders apprised of our current explora-
tion activities in their region, and inform and remind them 
of safety precautions.

We also recognize that our development and sustainability 
efforts are part of a broader set of activities being driven by 
the communities, governments, NGOs and other organiza-
tions. As such, we work closely and collaboratively with 
these groups at the appropriate stage to help ensure we are 
efficiently aligned with these programs, so that the impact of 
our initiatives is maximized.

Our Priorities

Orezone’ s priorities are defined in part by the communities in which 
we operate.

Water & Sanitation: Limited access to clean water and sanitation 
services in parts of Burkina Faso and Niger contribute to many 
diseases. Establishing water points closer to villages helps reduce 
health risks and it also allows children to attend school and people 
to focus on other duties as they do not have to spend the bulk of 
their day transporting water. Building latrines in close proximity 
to villages or schools can also have a significant lifestyle impact 
on villagers, particularly girls and women.

Employment, Education & Training: In addition to relying on 
nationals in Burkina Faso and Niger to manage and execute our 
exploration programs and operations, Orezone makes every effort 
to hire and train local laborers and support staff and requests all 
contractors to do the same. Our exploration camps are built and 
staffed by locals, and we support these communities by buying local 
produce and related services. In 2010 we hired over 200 laborers at 
our Bomboré project alone. As we move towards developing our 
gold deposits into mines, we will help identify and train those indi-
viduals that are well-suited to different trades and occupations at 
the mine and mill.

Health and Safety: Orezone works to minimize and manage any 
risks associated with our exploration and development sites. We 
provide health and safety information that is culturally and lin-
guistically appropriate for the local population and take appropriate 
measures to prevent accidents, protect workers from hazardous 
materials, and ensure that equipment is in safe working condition. 
We communicate these expectations to the contractors we rely 
on, and take reasonable steps to verify that contractors meet the 
appropriate health and safety standards.

Environment: Orezone conducts its exploration and development 
activities in ways that minimize the disturbance to the environment 
and people. A baseline environmental study and a preliminary envi-
ronmental impact assessment study were completed on Bomboré 
in 2009. The area of the project is characterized by lands with poor 
agricultural potential. Subsistence farming and cattle breeding are 
the main activities of the local population, supplemented by arti-
sanal gold mining. Indigenous vegetation and fauna have been 
largely destroyed due to the demographic pressure and the artisanal 
gold mining. A large industrial mining project represents a 
unique opportunity to improve the local farming techniques, 
improve the access to water resources, address the environmental 
issues created by the artisanal gold miners and revegetate the 
area as part of the mine closure plan.

One of the key measures of success we evaluate in 
our drive to becoming a gold producer is the degree 
to which we positively impact the communities in 
which we operate.
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Initiatives

Water & Sanitation: Orezone began a 
project in partnership with Ryan’ s Well 
Foundation, a Canadian organization dedi-
cated to providing clean water and sanitation 
services to communities in which the 
Company operates. Several communities 
have benefited from improved water 
access as a result of Orezone’ s well drilling 
initiatives in Burkina Faso and Niger. Since 
2004, Orezone and Ryan’ s Well Foundation 
have teamed up on more than $300,000 of 
projects that have benefited thousands of 
people in need. In addition Orezone executives 
sit on the Ryan’ s Well Foundation board 
and provide strategic and financial advice 
to help further its initiatives.

Education & Training: Orezone also supports 
the local academic community in Burkina 
Faso. The Company has initiated programs 
to support various academic initiatives 
including the donation of equipment to 
the University of Ouagadougou, as well 
as graduate study support for students 
pursuing Masters and Ph.D. level degrees 
in geological disciplines.
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Board and Management

Board of Directors
Paul Carmel, P. Eng.  Montreal, Quebec
James Gill, Ph.D.  Toronto, Ontario
Michael Halvorson  Edmonton, Alberta
Alain Krushnisky, CA  Beaconsfield, Quebec
Ron Little, P. Eng, Q.P. Ottawa, Ontario

Corporate Governance Committee
Mike Halvorson (Chair)
Alain Krushnisky

Audit Committee
Alain Krushnisky (Chair)
Paul Carmel
James Gill

Compensation Committee
Michael Halvorson (Chair)
Paul Carmel

Officers and Management
Ron Little, P. Eng., Q.P.
President, Chief Executive Officer and Director

Pascal Marquis, Ph.D., Q.P.
Vice President Exploration

Sean Homuth, CA, CPA
Chief Financial Officer

George McTaggart, MBA
VP Corporate Development

Joe McCoy, MBA
VP Administration

Forward Looking Statements
Certain statements in this Annual Report are “forward-looking statements” within the meaning of certain securities 
laws, including the Securities Act (Ontario). When used in this Annual Report such statements use such words as 
“anticipate”, “may”, “will”, “expect”, “believe”, “plan”, “forecast”, “budget”, “estimate”, “projection” and other similar termi-
nology. These statements reflect management’ s expectations, estimates and projections as of the date of such 
forward-looking statements regarding the Company’ s future operational or financial performance and should not 
be read as guarantees of future performance or results. These forward-looking statements include, but are not 
limited to, references to: timing of the receipt of governmental approvals and/or acceptances; targets, estimates 
and assumptions in respect of gold production and prices; amount and type of future capital expenditures and 
capital resources; mineral reserves and mineral resources and expected changes in mineral reserves and mineral 
resources; anticipated grades; recovery rates; future financial or operating performance; costs and timing of the 
development of new deposits; costs, timing and location of future drilling; earning of future interests in various 
permits; production decisions; operating expenditures; costs and timing of future exploration; and environmental 
and reclamation expenses.

In particular, forward-looking statements in this Annual Report include, among others: information regarding the 
Company’ s plans with respect to the Company’ s direct exploration expenditures on its properties in 2011; the expansion 
of the resource base on the projects; the results of 2011 exploration activities; the results and the projected schedule 
of the Bomboré and Sega projects. There can be no assurance that future required regulatory approvals will be 
obtained or that anticipated transactions or proposed work programs will be completed satisfactorily.

Such forward-looking statements are based on a number of material factors and assumptions, including that con-
tracted parties provide goods and/or services on the agreed timeframes, that equipment necessary for exploration 
activities is available as scheduled and does not incur unforeseen breakdowns, that no labour shortages or delays 
are incurred and that no unusual geological or technical problems occur.

All references to mineral reserves and resources contained in this Annual Report are determined in accordance with 
NI 43-101. Actual recoveries of mineral products may differ from mineral reserves and resources as reported due to 
inherent uncertainties in acceptable estimating techniques. In particular, “indicated” and “inferred” mineral 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 “indicated” or “inferred” mineral resource will ever be upgraded to a higher category of 
resource. Investors are cautioned not to assume that all or any part of the mineral deposits in these categories will 
ever be converted into proven or probable mineral reserves.

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause the 
actual results, performance or achievements of the Company to be materially different from any future results, per-
formance or achievements expressed or implied by the forward-looking statements. These risks include, but are not 
limited to, risks related to changes in, and volatility of, the price of gold; risks associated with operating in foreign 
jurisdictions; the speculative nature of gold exploration and development projects; permitting risks; risks relating to 
potential changes to governmental regulation; risks associated with the accuracy of mineral resource and reserve 
estimates; risks relating to the fact that the Company’ s reserves may not be replaced; risks associated with the future 
profitability of the Company; risks related to the fact that the Company has a history of losses and expects to incur 
losses for the foreseeable future; risks related to the reliance on the Company’ s management team and outside 
contractors; risks related to drill shortages; risks associated with sample backlogs at assay laboratory facilities; risks 
related to the Company’ s ability to finance the development of its mineral properties; risk relating to misrepresentations; 
uncertainties related to title to the Company’ s mineral properties; risks relating to health concerns; environmental risks; opera-
tional risks and hazards inherent in the mining industry; risks associated with the potential inability to maintain available infra-
structure; risks related to the potential unavailability of insurance to cover certain risks; risks related to increased competition in 
the mining industry; risks related to currency fluctuations; risks related to the fact the Company does not intend to pay divi-
dends in the foreseeable future; risks that shareholders’ interest in the Company may be diluted in the future; factors that have 
historically made the Company’ s share price volatile; investors outside of Canada may have difficulty bringing actions and 
enforcing judgments against the Company, its directors, its executive officers; and risks related to differences in U.S. and 
Canadian practices for reporting mineral resources.

This list is not exhaustive of the factors that may affect any of the Company’ s forward-looking statements. See “Risk 
Factors” contained in the Company’ s Annual Information Form for the year ended December 31, 2010 and available 
at www.sedar.com. Although the Company has attempted to identify important factors that could cause actual 
results, performance or achievements to differ materially from those described in forward-looking statements, there 
may be other factors that cause results, performance or achievements not to be as anticipated, estimated or 
intended. There can be no assurance that forward-looking statements will prove to be accurate, and accordingly 
readers should not place undue reliance on forward-looking statements. The forward-looking statements contained 
in this Annual Report are made as of the date hereof and the Company assumes no obligation to update or revise 
forward-looking statements to reflect new events or circumstances except as required by applicable law. You are 
cautioned against placing undue reliance on forward-looking statements.

Cautionary Note to United States Investors
This Annual Report has been prepared in accordance with the requirements of securities laws in effect in Canada, 
which differ from the requirements of the United States securities laws. Without limiting the foregoing, the disclo-
sures in this Annual Report use terms that comply with reporting standards in Canada and certain estimates are 
made in accordance with NI 43-101. NI 43-101 is a rule developed by the Canadian Securities Administrators that 
establishes standards for all public disclosure an issuer makes of scientific and technical information concerning 
mineral projects. Unless otherwise indicated, all mineral reserve and mineral resource estimates contained in this 
Annual Report have been prepared in accordance with NI 43-101 and the Canadian Institute of Mining, Metallurgy 
and Petroleum Classification System. These standards differ significantly from the requirements of the Securities & 
Exchange Commission of the United States (the “SEC”) and resource information contained herein and incorporated 
by reference herein may not be comparable to similar information disclosed by U.S. companies. For example, the 
Company uses the terms “probable mineral reserves”, “measured mineral resources”, “indicated mineral resources” 
and “inferred mineral resources” in this Annual Report to comply with the reporting standards in Canada. Investors 
are advised that while those terms are recognized and required by Canadian regulations, the SEC does not recognize 
them. Under United States standards, mineralization may not be classified as a “reserve” unless the determination has 
been made that the mineralization could be economically and legally produced or extracted at the time the reserve 
determination is made. United States investors are cautioned not to assume that all or any part of measured or indi-
cated resources will ever be converted into reserves. These terms have a great amount of uncertainty as to their 
existence, and great uncertainty as to their economic and legal feasibility. In accordance with Canadian rules, esti-
mates of inferred mineral resources cannot form the basis of feasibility or other economic studies. It cannot be 
assumed that all or any part of measured mineral resources, indicated mineral resources, or inferred mineral 
resources will ever be upgraded to a higher category or that such resources are economically or legally mineable. 
Disclosure of “contained ounces” is permitted disclosure under Canadian regulations; however the SEC normally only 
permits issuers to report mineralization that does not constitute “reserves” as in place tonnage and grade without 
reference to unit measures.

In addition, the definitions of proven and probable reserves used in NI 43-101 differ from the definitions in the SEC 
Industry Guide 7. Accordingly, information contained in this Annual Report containing descriptions of mineral projects 
may not be comparable to similar information made public by U.S. companies subject to the reporting and disclosure 
requirements under the United States federal securities laws and the rules and regulations thereunder.

Copyright © 2011 Orezone Gold Corporation
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 

Management’s Discussion and Analysis of Financial Condition and Results of Operations for the year ended 

December 31, 2010 (the “MD&A”) may contain or refer to certain forward-looking statements relating, but not limited 

to, the Company’s expectations, intentions, plans and beliefs.  Forward-looking information can often be identified by 

forward-looking words such as “anticipate”, “believe”, “expect”, “goal”, “plan”, “intend”, “estimate”, “may” and “will” or 

similar words suggesting future outcomes, or other expectations, beliefs, plans, objectives, assumptions, intentions or 

statements about future events or performance.  Forward-looking information may include reserve and resource 

estimates, estimates of future production, unit costs, capital costs and timing of commencement of operations, and is 

based on current expectations that involve a number of business risks and uncertainties.  Factors that could cause 

actual results to differ materially from any forward-looking statement include, but are not limited to, failure to establish 

estimated resources and reserves, the grade and recovery of ore which is mined varying from estimates, capital and 

operating costs varying significantly from estimates, delays in obtaining or failures to obtain required governmental, 

environmental or other project approvals, inflation, changes in exchange rates, fluctuations in commodity prices, 

delays in the development of projects and other factors.  Forward-looking statements are subject to risks, 

uncertainties and other factors that could cause actual results to differ materially from expected results.  Potential 

shareholders and prospective investors should be aware that these statements are subject to known and unknown 

risks, uncertainties and other factors that could cause actual results to differ materially from those suggested by the 

forward-looking statements.  Shareholders are cautioned not to place undue reliance on forward-looking information.  

By its nature, forward-looking information involves numerous assumptions, inherent risks and uncertainties, both 

general and specific, that contribute to the possibility that the predictions, forecasts, projections and various future 

events will not occur.  The Company undertakes no obligation to update publicly or otherwise revise any forward-

looking information whether as a result of new information, future events or other such factors which affect this 

information, except as required by law. 

CAUTIONARY NOTE TO US INVESTORS CONCERNING RESOURCE ESTIMATES 

  
The resource estimates in the MD&A were prepared in accordance with National Instrument (“NI”) 43-101 adopted by 

the Canadian Securities Administrators.  The requirements of NI 43-101 differ significantly from the requirements of 

the United States Securities and Exchange Commission (the “SEC”).  The MD&A uses the terms “measured”, 

“indicated” and “inferred” resources.  Although these terms are recognized and required in Canada, the SEC does not 

recognize them.  The SEC permits US mining companies, in their filings with the SEC, to disclose only those mineral 

deposits that constitute “reserves”.  Under United States standards, mineralization may not be classified as a reserve 

unless the determination has been made that the mineralization could be economically and legally extracted at the 

time the determination is made.  United States investors should not assume that all or any portion of a measured or 

indicated resource will ever be converted into “reserves”.  Further, “inferred resources” have a great amount of 

uncertainty as to their existence and whether they can be mined economically or legally, and United States investors 

should not assume that “inferred resources” exist or can be legally or economically mined, or that they will ever be 

upgraded to a higher category. 
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Introduction 

Orezone Gold Corporation (“Orezone” or the “Company”) was incorporated under the Canada Business Corporations 

Act on December 1, 2008 as part of the business combination between Orezone Resources Inc. (“Resources”) and 

IAMGOLD Corporation (“IMG”) (the “Transaction”).  Upon completion of the Transaction on February 25, 2009, IMG 

effectively acquired the Essakane Mining Project and the Company acquired the non-Essakane assets and liabilities 

of Resources as well as CAD $9.7 million in cash.  The Company’s shares were listed on the Toronto Stock 

Exchange (the “TSX”) on the same date and currently trades under the symbol “ORE”.  The key management and 

Board of Directors (the “Board”) of Resources, with over 14 years of experience exploring, developing, financing and 

constructing gold operations in Burkina Faso, West Africa, have remained with the new Company.  The Company 

continues to focus on the exploration and development of gold properties in Burkina Faso.  The Company is also 

focused on the development of uranium properties in Niger, West Africa.    

The Company’s audited annual consolidated financial statements and accompanying notes as at, and for, the year 

ended December 31, 2010 (the “Financial Statements”) contain comparative amounts that were estimated based on 

a carve-out of the historical financial results of the non-Essakane assets and liabilities of Resources prior to February 

25, 2009, as well as the Company’s independent operating results from February 25, 2009 to December 31, 2010.  

The acquisition of the non-Essakane assets and liabilities has been accounted for on a continuity of interest basis. 

 On this basis, the Financial Statements include comparative historical results of the non-Essakane exploration 

interests.  These comparative figures are intended to represent what the Company’s results would have been, had it 

been the independent operator of the non-Essakane exploration interests prior to February 25, 2009.   

The MD&A is provided to enable the reader to assess material changes in financial condition and results of 

operations for the Company for the fiscal years ended December 31, 2010 and December 31, 2009.  

The MD&A is also intended to supplement and complement the Financial Statements and should be read in 

conjunction with the Financial Statements and Annual Information Form (“AIF”) on file with the Canadian provincial 

securities regulatory authorities, for the year ended December 31, 2010. All dollar amounts in this report are in United 

States dollars, unless otherwise specified. 

The Financial Statements have been prepared in accordance with accounting principles generally accepted in 

Canada (“Canadian GAAP”). 

The MD&A is prepared in conformity with NI 51-102F1 and has been approved by the Board of Directors prior to its 

release. 

Nature of Operations 

The Company is engaged in the acquisition, exploration and development of gold properties in Burkina Faso, West 

Africa and uranium properties in Niger, West Africa. The Company is in the exploration stage and has not yet 

determined whether any of its properties contain mineral deposits that are economically recoverable.  The Company’s 

primary objective is to maximize shareholder value by identifying and developing commercially exploitable gold 

deposits.   

Although the Company began trading publicly on February 25, 2009, the projects, management and Board represent 

the continuation of Resources’ successful track record in Burkina Faso extending back to its inception in 1996.  This 

includes the acquisition, exploration, development, financing, construction and divestiture of Essakane, the largest 

gold deposit in Burkina Faso.  Burkina Faso is on track to become the fourth largest African gold producer in 2011 

and much of this production will come from Essakane.  Burkina Faso has similar geology, but is relatively 

underexplored, compared to the neighboring countries of Mali and Ghana, where more major discoveries have been 

made and a number of large mines have been built. Bomboré, now the second largest deposit in Burkina, was also 

acquired by Resources in 2002 at much lower gold prices.  
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Burkina Faso has been politically stable for many years, has good infrastructure relative to much of West Africa, and 

has provided the opportunity to acquire both relatively large unexplored tracts of land, as well as more advanced 

stage assets, on reasonable terms.  The Company will continue to focus the majority of its efforts in Burkina Faso. 

The Company has three advanced stage gold projects.  In 2011, the Company is continuing to focus on advancing its 

Bomboré and Sega projects towards pre-feasibility and a production decision.  The Company expects to have 

completed all critical tasks necessary to evaluate whether the projects are economic during the year.  The Company 

resumed work during Q3 2010 on Brighton Energy Corporation (“Brighton”), its 67%-owned subsidiary that holds 

uranium exploration permits in Niger, West Africa.  Until recently, the permits were under force majeure as a result of 

security issues in northern Niger.  The Company began drilling its highest priority targets before year end.   

Significant developments during, and subsequent to, 2010 included: 

 On January 5, 2010, the Company announced an increase in the NI 43-101 compliant gold resource 

estimate on its Sega project; 

 On January 26, 2010, the Company completed an equity financing with net proceeds of CAD $9.2 million as 

well as another on December 21, 2010 for net proceeds of CAD $50.9 million, the proceeds of which will be 

used to fund ongoing exploration and development activities at the Company’s West African projects; 

 On January 28, 2010, the Government of Burkina Faso formally approved the renewal of the Bomboré 

permit for a period of three years with a reduced surface area of 104.5 km
2
; 

 On April 14, 2010, the Company received formal notification of the renewal of its Tiba permit from the 

Government of Burkina Faso for a period of three years;  

 The Company completed a 3,000 m, 489-hole auger drilling program and a 42,456 m, 619 hole RC infill and 

expansion drilling program at its Bomboré gold project and announced the results of the NI 43-101 compliant 

resource update on October 19, 2010; 

 On June 30, 2010, the Company’s 80%-owned subsidiary, Niger Resources Inc. (“NIRES”), completed a 

non-brokered private placement whereby it issued 5,000,000 common shares in exchange for CAD $5 

million;  

 On September 8, 2010, the Company’s subsidiary, Orezone Inc., purchased all 2,000,000 common shares 

of Brighton held by North Atlantic Resources Limited (“NAC”) for CAD $1 million.  As a result, the Company’s 

ownership interest of Brighton increased to 67%; 

 On September 15, 2010, the Company announced that it had commenced uranium exploration in Niger; 

 The Company’s Chief Financial Officer (“CFO”), Sean Homuth, resigned effective September 29, 2010 and 

subsequently returned on January 12, 2011.  In his absence, Joseph McCoy, the Company’s Vice-President 

Administration served as CFO; 

 On October 4, 2010, the Board of Orezone Inc. approved the issuance of 545,000 warrants to certain 

members of the Company and its subsidiaries’ management and board of directors to purchase 545,000 of 

the common shares of Brighton held by Orezone Inc.  The warrants have a price of CAD $1.00, vest 

immediately and expire one year subsequent to the date of a go-public transaction or 20 days subsequent to 

change of control;  

 On October 21, 2010, the Board approved the issuance of 350,000 stock options to new employees.  

300,000 of the options are at a strike price of CAD $2.35 per share and expire on October 21, 2020 while 

50,000 options are at a strike price of CAD $3.65 per share and expire on November 16, 2010.  One-third of 

the options vest immediately (or upon completion of the probationary period if applicable) and the other two-

thirds vest in equal amounts on the one and two year anniversary dates; 

 On December 22, 2010, the Board of Brighton approved the creation of a stock option plan and the 

subsequent issuance of 1,500,000 options at a price of CAD $1.00 with a life of ten years.  On February 24, 
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2011, Brighton announced the completion of its 30-hole reconnaissance drilling program on its Zéline 1 

exploration permit in Niger whereby it found a significant presence of uranium; 

 On December 31, 2010, the Government of Burkina Faso signed an amendment to the Décret, originally 

passed March 3, 2010, increasing precious metal royalties and annual mining permit taxes.  Royalties are 

now calculated on a sliding scale with the maximum amount payable being 5% if the spot price of gold is 

greater than or equal to $1,300/oz; 

 On February 9, 2011, the Board approved the issuance of 1,055,000 stock options to employees and 

directors at a price of CAD $4.00 per share.  The options vest in two years, with the exception of new 

participants to the plan for whom one-third vest immediately and the remaining two-thirds vest evenly on the 

first and second anniversary dates.  All of the options granted expire on February 9, 2021; and 

 On March 23, 2011, the Company announced the results of the first 3,151 m of diamond drilling and 3,361 m 

of reverse circulation drilling on its Bomboré project.  The results indicate a bias towards higher average 

grade and slightly narrower widths when compared to the current resource model. 

Qualified Persons 

Dr. Pascal Marquis, P. Geo., Vice President of Exploration, the Company’s qualified person under NI 43-101, 

supervises all work associated with exploration and development programs in West Africa.  Mr. Ron Little, P. Eng., 

the President and Chief Executive Officer (“CEO”), is also a qualified person under NI 43-101. 

Exploration Permits 

Burkina Faso  

The Company’s three gold projects in Burkina Faso, covering 642 km
2
, are comprised of exploration permits as 

defined by The Burkina Mining Act #031-2003/AN (the “Mining Act”), dated May 8, 2003.  Exploration permits in 

Burkina Faso give the holder the exclusive right to explore for specific minerals within the boundaries of the permit, 

require minimum annual expenditures of $550 per km
2
, are valid for three years from the date of issue and may be 

renewed for two more consecutive terms of three years for a total of nine years.  Permits are subject to a surface 

area reduction of 25% at the second renewal.  The Government of Burkina Faso has been amenable to issuing new 

permits after the final expiration in certain circumstances.  Although Orezone has been successful in obtaining new 

permits subsequent to the nine year period, there can be no assurance that we will be able to do so in the future.  

The permit holder has the exclusive right, at any time, to convert the exploration permit to a mining exploitation 

license (“Mining Permit”).  For Mining Permits, the government retains a 10% carried interest and a small 3-5% 

royalty on all gold produced.  On December 31, 2010, the Government of Burkina Faso amended its Mining Law, as 

originally announced on March 3, 2010, whereby the government’s royalty interest would be maintained at 3% if the 

price of gold is less than or equal to $1,000/oz, increased to 4% if the price of gold is between $1,000/oz and 

$1,300/oz and increased to 5% if the price of gold is greater than or equal to $1,300/oz.  The royalty level is applied 

to all gold sold or delivered by a refinery, based on the daily spot price of such distribution.  The annual mining permit 

taxes were also increased from $1,020/km
2
 to $15,306/km

2
 for the first five years, to $20,408/km

2
 for the next five 

years and then to $30,612/km
2
 from the eleventh year on based on current XOF exchange rates.  The revised royalty 

and tax rates will apply to all of the Company’s gold projects, should they go into production.   

Niger 

In the Republic of Niger, exploration permits are also granted for an initial three year period and are renewable twice 

with mandatory size reductions of 50% each renewal.  For exploitation licenses, the government has the right to a 

10% carried (equity) interest in the Nigerien corporation formed to hold the mining license and can increase its 

interest to 40% by participating in development of the permits granted under the 2006-026 Décret dated August 9, 

2006.  The Government also receives a net smelter royalty (“NSR”) between 5.5% and 12% on all uranium produced.  
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The royalty rate is established by the gross profit margin of the Nigerien mining company; the higher the profit, the 

higher the royalty rate, to a maximum of 12%.     

The Company, through its 67%-owned subsidiary Brighton, also holds five uranium exploration permits covering 

3,958 km
2
.  Two of the permits (Zéline 1 and Zéline 4), covering 982 km

2
, were granted in Q4 2007.  The other three 

permits (Abelajouad, Assaouas 1 and Assaouas 2), covering 2,976 km
2
, were acquired from NAC in a transaction 

that closed during Q1 2010.  During the three months ended September 30, 2010, the Company received extensions 

on all of its permits; 20 months for the Abelajouad permit, 26 months for the Zéline 1 and Zéline 4 permits, and 27 

months for the Assaouas 1 and Assaouas 2 permits.  The extensions were granted on the basis that work could not 

be completed due to security risks in the region from 2007 to 2010.  A total minimum expenditure of $9,625,890 for 

the term of the permits was established at the time the extensions were granted.  As at December 31, 2010, Brighton 

had spent $547,767 of the $2,039,325 minimum requirement for the first year due to delays in approving the 

acquisition of the NAC permits, delays in extending the term of all five permits, and the inability, due to security risks, 

to conduct the planned airborne geophysical surveys.  The Company is expecting to meet the minimum work 

commitments on its Zéline 1 and Assaouas 1 permits but will likely fall short of its commitments on the three other 

more isolated permits due to the security risks.  Since security risks have been the principle reason for not meeting 

the minimum expenditures and the Company has been active and meeting its minimums on those projects with less 

security risk, the Company is optimistic that further extensions may be granted once the newly elected Government is 

established during Q2 2011.  The minimum expenditure amounts are required in order to renew an exploration permit 

but are not a guaranteed expenditure commitment nor a liability for the permit holder.  

The Company has signed Mining Conventions for each of the permits held in Niger, which specify the precise terms 

of any exploration or mining activity on each permit should the Company elect to take a project into production.  It 

provides guarantees of exclusivity, fiscal and legal policy.  These Conventions have a term of 30 years for the 

Abelajouad permit and 20 years for each of Zéline 1, Zéline 4, Assaouas 1 and Assaouas 2.  If the mine life is greater 

than the term of the Convention, the Conventions provide for re-negotiation.  The Conventions grant fiscal incentives 

only available to the mining industry in Niger, including a five year income tax holiday for the Abelajouad permit.  

Resources on the Company’s projects are as follows: 

Category 
Tonnes 
(million) 

Grade  
(Au g/t)* 

Contained Gold  
(oz)* 

Bomboré    

  Indicated resources 60.9 0.81 1,589,000 

  Inferred resources 60.6 0.96 1,873,000 

Sega    

  Indicated resources 8.3 1.69    450,000 

  Inferred resources 2.9 1.58   147,300 

Bondi    

  Measured and indicated resources 4.1 2.12    282,000 

  Inferred resources 2.5 1.84    149,700 

    

*  using a 0.5 g/t cut-off, except for Bomboré which uses a cut-off of 0.30 g/t for oxide material, 0.35 g/t for 

transition material and 0.50 g/t for fresh material 
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Exploration activity 

Exploration expenditures and drilling activity on the Company’s gold projects for the years ended December 31 were 

as follows: 

 2010  2009  2008 

 $ 

Drilling 

(m)  $ 

Drilling 

(m) 

 

$ 

Drilling 

(m) 

Bomboré 4,887,426 48,597  2,471,687 7,737  3,248,366 23,657 
Sega 370,680 -  295,096 -  2,153,845 12,145 
Bondi 65,899 -  304,023 2,162  186,121 - 
Niger and Other 818,700 1,637  349,761 -  1,249,396 6,103 

         
 6,142,705 50,234  3,420,567 9,899  6,837,728 41,905 

         
Write-off of deferred 
exploration costs   -   387,541  

 
10,095,457  

         
Bomboré Project 

The Company is evaluating the economic potential of Bomboré to host a large-tonnage, low-grade, conventional 

Carbon in Leach (“CIL”) operation as well as a Heap Leach (“HL”) operation of the near surface oxide resource.  

Located only 85 km east of the capital city, the project has excellent infrastructure with access to sufficient water, a 

paved national highway, a local power nearby and a large labour force.  Resources remain open at depth and for the 

most part on strike.  The Company will spend approximately $24 million to complete 170,000 m of infill and expansion 

drilling by Q1 2012.  The drilling will consist of approximately 85,000 m of reverse circulation (“RC”) and 85,000 m of 

core drilling.  The Company plans to release a Preliminary Economic Assessment study during Q2 2011 as an interim 

step to complete pre-feasibility by year end and full feasibility by Q2 2012.  The Company expects to release an 

update of resources and its geological model during Q4 2011 which will incorporate approximately 80,000 m of the 

drilling that should be completed by July 2011.  The remainder of the drilling will be reflected in a subsequent 

resource update which the Company expects to be in a position to release by Q2 2012. 

The 2010 resources are based on 120,000 m of drilling to an average vertical depth of 60 m.  The geological model 

indicates continuity and consistency at depth.  The additional 170,000 m drill program will both increase the average 

vertical depth of drilling to 120 m and expand the surface footprint of the shallow (50 m) oxide resource. 

Based on the positive results of the detailed metallurgical test program undertaken in 2009, the Company completed 

a 42,456 m, 619-hole RC drilling program during the first half of 2010 to infill and expand the oxide resource at 

Bomboré.  A new geological model and a resource update were completed by Orezone, audited by SRK Consulting 

(Canada) Inc. and released on October 19, 2010 (see Table 1).  The resource estimate was based on RC and core 

drilling data completed up to April 2010, using a lower cut off of 0.30 g/t in oxide material, 0.35 g/t in transition 

material and 0.50 g/t in fresh material, and top cuts of 1.44 g/t, 4.05 g/t and 8.07 g/t applied to 2 m composite 

samples within, respectively, the low grade, laterite and high grade domains of the model.  The resources occur at 

surface to a depth of up to 170 m in five main zones contained within the Bomboré geochemical anomaly.  Over 80% 

of the resource occurs within 80 m from surface.  The gold-in-soil anomaly overlying the resource extends virtually 

uninterrupted at a level of +0.1 g/t for more than 14 km and represents the largest gold anomaly in Burkina Faso.  
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Table 1:    2010 Audited Mineral Resource Statement* for the Bomboré deposit, Burkina Faso, West Africa,  
SRK Consulting, October 15, 2010, CIL Processing Scenario 

  Indicated Mineral Resource Inferred Mineral Resource 

Cut-off 
(g/t) 

Weathering 
Profile 

Tonnage 
(Mt) 

Grade 
(g/t) 

Gold  
(Moz) 

Tonnage 
(Mt) 

Grade 
(g/t) 

Gold 
(Moz) 

0.30 Oxide 34.0 0.67 0.73 25.0 0.59 0.48 

0.35 Transition 11.2 0.84 0.30 5.4 0.88 0.15 

0.50 Fresh 15.7 1.10 0.55 30.3 1.28 1.24 

 TOTAL 60.9 0.81 1.59 60.6 0.96 1.87 

*Mineral Resources are not mineral reserves and do not have demonstrated economic viability. All figures have been rounded to 
reflect the relative accuracy of the estimates. The cut-off grades are based on a gold price of US $1,025 per ounce with CIL 
processing recoveries of 93% for oxide, 92% for transitional and 78% for fresh material. Indicated and Inferred Mineral Resources 
are all reported within conceptual optimized open pit shells. Unlike 2008, those resource blocks that occur outside the pit shells 
are not included in this resource estimate. Mt= million metric tonnes; Moz= million troy ounces; g/t=grams gold per tonne. 

 

Exploration expenditures at Bomboré in the year ended December 31, 2010 were greater than the prior year 

comparative period mainly due to an increase in drilling more than tenfold (42,456 m RC, 3,087 m DD and 3,055 m 

Auger vs. 7,737 m DD).  Note, average all in drilling costs were $59/m for RC in 2010 as compared to $152/m for 

diamond drilling in 2009.  An increase in drilling also results in an increase in sample analysis costs. 

In January 2010, the Company was granted its third three year renewal of the Bomboré permit and in the process the 

permit surface area was reduced to 104.5 km
2
.  The Company will be required to apply for a mining permit within 

three years or apply for a new mining exploration permit in order to be guaranteed the first right for such an 

application. 

Sega Project 

Sega is being evaluated as a possible Heap Leach operation.  The Company completed an NI 43-101 compliant 

resource update in 2009, the results of which were released on January 5, 2010.  The update incorporated the results 

of an additional 8,050 m RC and 4,421 m core drilling completed in 2007 and 2008 and resulted in an increase from 

446,000 to 450,000 ounces in the Indicated category and from 64,000 to 147,000 ounces in the Inferred category.  In 

2010, the Company initiated metallurgical testing and other critical activities necessary to advance the project 

towards a pre-feasibility stage.  The Company expects to release detailed metallurgical results early in Q2 2011 and 

be in a position to evaluate the economics of the project prior to proceeding with a pre-feasibility study.  The expected 

2011 expenditures for exploration and feasibility-type programs may amount to $2 million. 

The Company acquired the original Seguenega permit from IAMGOLD Corporation (formerly Repadre Corporation) in 

2001.  Upon transfer, Repadre retained a 3% NSR of which 2% can be bought back for $2 million.  In April 2010, the 

Company was granted its second three year renewal of the Tiba permit. 

Exploration expenditures for the Sega project in the year ended December 31, 2010 increased over the comparative 

prior year period as a result of undertaking a detailed metallurgical study in 2010.  Work during the previous year was 

limited to a resource update. 

Bondi Project 

Bondi is a shallow, structurally controlled, 4 km long shear zone hosted gold deposit that contains 282,000 ounces of 

Measured and Indicated gold resources at a grade of 2.12 g/t and 149,700 ounces of Inferred at a grade of 1.84 g/t.  

During 2009, the Company undertook an air core drilling program to test an additional 4 km strike extension south 

along the Bondi structure.  The program was successful and intercepted geochemical anomalies 50 times the 

background level of gold, along the trend on widely-spaced (≥1,000 m) drill fences.  The Company is currently 
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evaluating the potential for a northern extension and thereby a means to increase the resource to a level necessary 

to support a mining operation.  The Company hopes to undertake a $1 million program of drilling and detailed 

metallurgical work in 2011 to follow up high priority targets and to better evaluate the economic potential of the 

project.  Since all resources and finances are focused on Bomboré and Sega, some of this program may not be 

completed until 2012.  

Limited external work was completed during the year ended December 31, 2010 and the comparative prior year 

period and as a result overall expenditures were relatively low.  Expenditures for the year ended December 31, 2010 

decreased from the comparative prior year period as the Company’s activities were limited to Niton XRF analyses, 

the trenching program and a review of the geological model while in the comparative prior year period work included 

compilation to identify potential extensions, field mapping and validation of the current resource model.  The 

Company’s 2010 expenditures of $65,899 did not meet the minimum annual expenditure requirement for the permit 

however it is able to carry-forward excess amounts from previous years in order to satisfy the annual minimum.  As 

the Company has spent well-above the minimum requirements in earlier years it has sufficient expenditures to satisfy 

all requirements under the permit.   

Niger Projects 

The exploration activities in Niger are operated by Brighton, a 67%-owned subsidiary holding five Niger uranium 

permits.  In the year ended December 31, 2010, activities included the mobilization and establishment of base field 

camps at Arlit and Agadez and continued interpretation/compilation work in order to prioritize future work programs 

on the uranium exploration permits.  The Company also began a drilling program on its Zéline 1 permit during Q4 

2010.  This accounted for higher exploration expenses over the comparative prior year period during which work was 

limited as a result of the force majeure.  The Company announced on September 15, 2010 the intention to 

commence an airborne geophysical survey on all five of its uranium permits however the program was subsequently 

halted due to security risks.  The airborne geophysical contractor has not returned and this work is not expected to 

resume until the security risks have lessened to the satisfaction of the contractor.  Brighton however, has been very 

active drilling the permits (Zéline 1 and Assaouas 1) that are accessible and not remote.  The drilling program 

budgets typically include approximately $30,000 per month in additional security costs that it would normally not 

incur.    

The Company acquired three of the five uranium exploration permits during Q1 2010.  The uranium permits were 

under force majeure due to the security risks in the region until November 27, 2009.  Brighton received permit 

extensions to account for the period of force majeure and has budgeted $3 million towards completing various 

exploration activities on the permits.  Related work began in Q3 2010.  Activities to be continued in 2011 will include 

drilling of high priority targets and eventually an airborne geophysical survey and follow-up ground mapping, 

prospecting and sampling. 

On June 30, 2010, a subsidiary of Brighton, Niger Resources Inc. (“NIRES”), completed a non-brokered private 

placement whereby it issued 5,000,000 common shares in exchange for gross proceeds of CAD $5 million (US $4.9 

million).  The funds will be used to finance the $3 million exploration program as well as to follow-up any positive 

results thereafter in 2011.  As a result of the transaction, the Company’s interest in NIRES was reduced from 80% to 

53.33%.  On August 31, 2010, all of the participants in the private placement, as well as NAC, exchanged their 

7,000,000 common shares of NIRES for equivalent common shares of Brighton, a parent of NIRES.  Subsequent to 

this transaction, a wholly-owned subsidiary of the Company, Orezone Inc., purchased from NAC all of the outstanding 

shares of Brighton that it owned for CAD $1 million.  The transaction closed on September 8, 2010 and resulted in the 

Company’s interest in Brighton increasing to 67%.  

The Company abandoned its Kossa gold exploration permit during Q2 2010 and filed its final report with the 

government. 
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Selected Annual Information 

 2010 2009 2008 

Consolidated Statements of Operations and Changes 

in Deficit (Summary) 

$ $ $ 

Revenue - - - 

Administrative expenses 2,602,602 2,003,067 3,228,992 

Net income (loss) 1,315,338 (1,752,387) (12,809,163) 

Basic and diluted, net earnings (loss) per common share 0.02 (0.03) (0.29) 

    

Consolidated Statements of Deferred Exploration 

Costs (Summary)    

Deferred exploration costs – additions 6,142,705 3,420,567 6,837,728 

Write-off of deferred exploration costs - 387,541 10,095,457 

    

Consolidated Statements of Cash Flows (Summary)    

Cash used in operating activities (1,216,997) (1,283,969) (3,455,018) 

Cash used in investing activities (7,774,432) (3,264,291) (880,490) 

Cash provided by financing activities 64,478,189 5,069,148 255,009 

Effect of exchange rate changes on cash 1,292,902 646,297 (776,743) 

Net increase (decrease) in cash 56,779,662 1,167,185 (4,857,242) 

    

Consolidated Balance Sheets (Summary)    

Cash 61,318,213 4,538,551 3,371,366 

Investments - - 24,744 

Interest in exploration properties 37,900,584 31,215,118 28,046,452 

Shareholders’ equity 97,584,290 35,675,598 31,578,231 

Total assets 100,126,319 36,157,651 32,050,491 

    

Number of common shares outstanding (at December 31)
1
 82,868,031 53,955,531 1 

1
 The Company issued 1 common share upon incorporation on December 1, 2008.  Its shares were listed on the TSX on February 

25, 2009 upon closing of the Transaction with IMG.  Financial information prior to February 25, 2009 represents a carve-out of the 

non-Essakane exploration interests of Resources and is presented on a continuity of interest basis.  See details in the Introduction. 

Results of Operations  

In 2010, the Company was still in a development stage with no operating business segment nor revenue generating 

activities. 

For the year ended December 31, 2010, the Company recorded a net income of $1,315,338 compared to a net loss 

of $1,752,387 for the year ended December 31, 2009.  The earnings in the year ended December 31, 2010 as 

compared to the loss in the comparative prior year period was largely due to recognition of a dilution gain on the 

Company’s investment in Niger Resources Inc. resulting from the CAD $5 million private placement completed during 

the year as well as fewer write-offs of deferred exploration costs during the period. 

The Company’s financial performance is largely a function of the level of administrative expenses required to operate 

and carry out its exploration activities.   
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Administrative expenses increased by $599,535 in 2010 compared to 2009, due to:  

 a $214,094 increase in stock-based compensation expense due to the higher fair value of stock options 

granted during the 2010 fiscal year as compared to 2009 as a result of the significant increase in the 

Company’s share price; 

 a $204,782 increase in salaries, benefits, and consulting fees;  

 a $122,399 increase in public relations and travel due to an increase in management travel and attendance 

at conferences and trade shows; 

 a $106,779 increase in office, general and administrative expenditures due to expenses incurred in relation 

to the Company’s decision to abandon its Kossa permit in Niger; and 

 a $15,731 increase in public company costs due to the printing and distribution of the Company’s annual 

report, which was not undertaken in the prior year. 

The above items were partially offset by a decrease in professional fees of $63,145.   

Net income (losses) consist of administrative expenses combined with other non-operating items, including dilution 

gains, write-offs of deferred exploration costs, foreign exchange gains, interest income, bad debt and other than 

temporary impairment of investments available-for-sale.  On a net basis, other items contributed $3,944,048 and 

$250,680 to income/loss in 2010 and 2009, respectively. 

The most significant changes in other items in 2010 compared to 2009 were: 

 a $2,563,535 dilution gain on the Company’s investment in Niger Resources Inc. as a result of the private 

placement undertaken by Niger Resources in June 2010; 

 a $691,592 increase in foreign exchange gains due to the appreciation of the Canadian dollar, the currency 

in which the Company holds the majority of its cash; 

 a $387,541 decrease in write-offs of deferred exploration costs; and 

 a $71,522 increase in net interest income as a result of higher average cash balances held throughout 2010.  

Summary of Quarterly Results and Fourth Quarter Results 

 2010 2009 

 Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 

 $ $ $ $ $ $ $ $ 
Revenue  - - - - - - - - 
         
Net income (loss)  
(in thousands) 

 
33.5 (336.7) 

 
1,936.3 (317.8) (520.1) (193.9) (438.5) (599.8) 

         
Net income (loss) per 
share, basic and diluted 

 
(0.00) (0.00) 

 
0.03 (0.01) (0.01) (0.00) (0.01) (0.01) 

         
Variations in net income (losses) over the eight quarters presented above resulted mainly from quarterly fluctuations 

in the level of write-offs of deferred exploration costs, financial instrument fair value adjustments and administrative 

expenses. 

Given that the Company capitalizes exploration costs, its quarterly financial performance is a function of the level of 

administrative expenses required to operate a public company.  In certain quarters, these expenses have been offset 

by dilution gains, exchange gains, interest income and gains on the sale of financial instruments.   
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The Company recorded earnings of $33,519 in the three months ended December 31, 2010 compared to a loss of 

$336,733 in the three months ended September 30, 2010.  The earnings in the three months ending December 31, 

2010 compared to the loss in the prior quarter is mainly due to:  

 a $375,751 increase in salaries, benefits and consulting fees; 

 a $274,295 increase in stock-based compensation expense due to the higher fair values of options 

granted during the fourth quarter resulting from significant increases in the market value of the 

Company’s common shares at the grant date;  

 a $56,696 increase in public relations and travel as a result of the attendance by management at more 

conferences and trade shows during the fourth quarter; 

 a $32,880 decrease in office, general and administrative expenses mainly due to expenses incurred 

during the third quarter in relation to the Company’s decision to abandon its Kossa permit; 

 a $1,029,426 increase in foreign exchange gains as a result of the appreciation of the Canadian dollar 

against the US dollar as compared to the third quarter;  

 a $33,930 increase in net interest income resulting from the increase in the cash balance following the 

completion of an equity financing on December 21, 2010 for net proceeds of US $50.3 million; and 

 a $34,777 increase in capital tax expense. 

Liquidity and Capital Resources 

The Company had cash of approximately $61.3 million as at December 31, 2010, an increase of $56.8 million 

compared to the $4.5 million cash position at December 31, 2009.  On January 26, 2010, the Company completed an 

equity financing which resulted in the issuance of 13,340,000 common shares at a price of CAD $0.75 per share for 

net proceeds of CAD $9,155,779 (US $8,666,640).  Subsequently, the Company completed an equity financing on 

December 21, 2010, for which it issued 14,375,000 common shares at a price of CAD $3.75 per share for net 

proceeds of CAD $50,934,774 (US$ 50,308,350).  $4.1 million of the cash held at December 31, 2010 was raised in 

NIRES to be used only to advance its uranium exploration projects in Niger. 

The Company has no cash flow generating operations and its long-term financial success is highly dependent on 

management’s ability to discover economically viable mineral deposits.  The Company has sufficient capital 

resources to pursue its exploration program on its projects in 2011 based on its working capital balance of $61.3 

million.  Additional financing will be required in the future should the Company decide to bring one of its properties 

into production.  There can be no assurance that the Company will be able to obtain adequate financing in the future 

to fund such activities or that the terms of such financing will be favorable. 

Share Capital Information 

At March 31, 2011, the Company had 82,905,031 common shares outstanding (fully diluted – 88,850,531).   



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL POSITION AND RESULTS OF OPERATIONS 

 

OREZONE GOLD CORPORATION ANNUAL REPORT 2010   25 
 

Contractual Obligations 

At December 31, 2010, the Company’s contractual obligations consisted of purchase obligations in the amount of 

$3,802,687 relating to drilling contracts, metallurgical testing, airborne geophysical surveys, in-hole geophysics and 

camp construction costs all of which are due within one year.  Purchase obligations represent agreements to 

purchase goods or services that are enforceable and legally binding on the Company.  Subsequent to year-end, the 

Company entered into further purchase obligations in the amount of $3,111,516 relating to the preliminary economic 

assessment on its Bomboré and Sega projects which are also due within one year. 

Off Balance Sheet Agreements 

The Company does not have any off balance sheet agreements. 

Transactions with Related Parties 

In the year ended December 31, 2010, the Company charged $34,055 (December 31, 2009 – $15,103) in 

administrative fees to Northern Graphite (“Northern”) for rent, expenses incurred on its behalf and administrative and 

geological services that were provided by the Company to Northern during the period.  During these periods, the 

Company’s former Senior Vice President (“SVP”) was a director and President of Northern as well as a director of 

Northern’s parent company, Industrial Minerals Inc.  The Company’s former SVP continues to act in the capacity of 

director for three of the Company’s subsidiaries.  The Company’s President and CEO is a director of Northern. 

Proposed Transactions 

The Company continually reviews potential merger, acquisition, investment and other joint venture transactions that 

could enhance shareholder value, however, at the current time, there are no reportable proposed transactions. 

Risks and Uncertainties 

The Company is in the business of exploring for minerals and if successful, ultimately mining them.  The natural 

resource industry is by its nature, both cyclical and risky.  Even though management has been successful in the past 

in developing economic deposits there is no assurance that economic deposits will be found and in fact, most 

companies are unsuccessful due to the very low odds of finding an economic deposit. Once a potentially economic 

deposit is identified, the Company’s ability to establish a profitable mining operation is subject to a host of variables 

including technical considerations, economic factors and regulatory issues.  Many of these are beyond the control of 

the Company. 

The principal factor which will affect the Company’s ability to successfully execute its business plan is the price of 

gold.  The price of gold in US dollars has increased from approximately US $260 per ounce early in 2001 to over US 

$1,423 at March 30, 2011.  This increase is widely attributed to a weakness in the US dollar.  However, the future 

trend of both the price of gold and the US dollar cannot be predicted with any degree of certainty.  The higher gold 

price improves the economics of any potential development project and just as important, has a favorable impact on 

the perceptions of investors with respect to gold equities and therefore, the ability of the Company to raise capital. 

Investment in the natural resource industry in general, and the exploration sector in particular, involves a great deal of 

risk and uncertainty and the Company’s common shares should be considered as a highly speculative investment.  

Current and potential investors should give special consideration to the risk factors involved. 

Political Risk 

The Company’s principal assets are located in Burkina Faso and Niger, West Africa.  While the governments of 

Burkina Faso and Niger have modernized their mining codes and are considered to be pro mining, no assurances 
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can be provided that this will continue in the future.  The Company’s ability to carry on its business in the normal 

course may be adversely affected by political and economic considerations such as civil and tribal unrest, political 

instability, changing government regulations with respect to mining including environmental requirements, taxation, 

land tenure, income repatriation and capital recovery, fluctuations in currency exchange and inflation rates, import 

and export restrictions, challenges to the Company’s title to properties, problems renewing licenses and permits, and 

the expropriation of property interests.  Any of these events could result in conditions that delay or in fact prevent the 

Company from exploring or ultimately developing its properties if economic quantities of minerals are found.  The 

Company does not currently maintain “Political Risk” insurance. 

Currency Risk 

In the normal course of operations, the Company is exposed to currency risk because of business transactions in 

foreign countries.  The Company mainly transacts in United States dollars (USD), Canadian dollars (CAD), Euros 

(EUR), and Communauté Financière Africaine francs (CFA).  Currency risk is the risk that the fair value of future cash 

flows of a financial instrument will fluctuate because of changes in foreign exchange rates.  Note 8 to the Financial 

Statements describes the Company’s exposure to currency risk, including the currencies in which the Company’s 

financial instruments were denominated as at December 31, 2010.     

Exploration Risk 

Mineral exploration is a highly subjective process that requires a very high degree of education, experience, expertise 

and luck.  Furthermore, the Company will be subject to many risk factors that knowledge, expertise and perseverance 

are insufficient to overcome.  The Company is also competing against a large number of companies that have 

substantially greater financial and technical resources.  The probability of finding mineralization in economic 

quantities that can be profitably mined are very small and no assurances can be given that the Company will be 

successful. 

Development Risk 

The successful development of a mineral deposit is dependent upon a large number of technical factors and 

significant capital expenditures must be made before the effect of many of these factors can be fully quantified.  Major 

assumptions with respect to reserves, production, costs, grades and recoveries for example, can vary significantly 

from those projected in a feasibility study.   

Economic Risk 

External factors such as commodity prices, interest and exchange rates and inflation rates all have fluctuated widely 

in the past and will continue to do so.  It is impossible to predict the future direction of these factors, and the impact 

that they will have on the Company’s operations, with any degree of certainty.  In particular, the price of gold is a 

major factor in determining whether or not a project is economic and whether or not capital can be raised to develop 

it.  While the price of gold is currently at relatively high levels, its future direction will be determined by a large number 

of factors including investor demand, industrial demand, worldwide production levels, forward selling, purchases and 

sales by central banks, political and financial instability, inflation, interest and currency exchange rates, etc.   

Financing Risk 

At the present time the Company does not have any producing projects and no sources of revenue.  The Company’s 

ability to explore for and find potentially economic properties, and then bring them into production, is highly 

dependent upon its ability to raise equity and debt capital in the financial markets.  There is no assurance that the 

Company will be able to raise the funds required to continue its exploration programs and finance the development of 

any potentially economic deposit that is identified. 
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Title Risks 

Title to mineral properties and exploration rights involves certain inherent risks due to the potential for problems 

arising from the ambiguous conveyancing history characteristic of many mining properties and from political risk 

associated with the countries in which the Company carries out its exploration activities.  The Company has taken all 

reasonable steps to ensure it has proper title to its properties.  However, no guarantees can be provided that there 

are no unregistered agreements, claims or defects which may result in the Company’s title to its properties being 

challenged.  Furthermore, the Company requires a number of different permits and licenses in order to carry on its 

business and there can be no assurance that they will be renewed upon expiry. 

Environmental Risk 

Both exploration programs and potential future mining operations are subject to a number of environment related 

regulations.  It is the Company’s intention to fully comply with all such legislation in the countries in which it operates, 

and to fully comply with generally accepted international standards in countries where environmental regulations are 

not as stringent as international standards.  Compliance with these regulations may significantly delay or prevent the 

Company from carrying on its business in the normal course, or may substantially increase the cost of doing so. 

Furthermore, exploration and mining activities may cause accidental or unintended negative consequences for the 

environment that result in fines, penalties or sanctions that represent a significant cost to the Company or prevent it 

from continuing operations. 

Management Dependence 

The Company’s activities are managed by a very small number of key individuals who are intimately familiar with its 

operations.  At present, the Company does not maintain any key man life insurance. 

Critical Accounting Estimates 

The preparation of consolidated financial statements in accordance with Canadian GAAP requires management to 

make estimates and assumptions that affect the amounts recorded in the Financial Statements and relevant notes. 

These estimates are based on management’s best knowledge of current events, and actions that the Company may 

undertake in the future. Significant estimates include those related to the fair value of financial instruments, stock-

based compensation and warrants, the recoverability of the carrying value of mineral exploration properties and 

deferred exploration costs, the useful life of fixed assets and the impairment of long-lived assets and inventory.  

Management has also made estimates of the fair value of stock-based compensation that would have been granted 

to employees if the Company were operated as a stand-alone public entity prior to the close of the Transaction.  

Actual results may differ from those estimates. 

The Consolidated Statements of Operations include all costs that have been estimated to be attributable to the 

Company, including allocations of Orezone’s administrative expenses.  The Company allocates administrative costs 

to specific projects when there is a direct relationship between the activity giving rise to the expense and the project.  

Unallocated costs remain as administrative expenses on the Consolidated Statements of Operations.  Administrative 

expenses are primarily comprised of head office salaries and stock-based compensation, legal, accounting, tax, 

insurance, public relations, advertising, human resources, IT services and public company costs.  

In preparing the Financial Statements, management allocated a portion of Resources’ administrative expenses 

incurred prior to February 25, 2009 to the Company.  Management believed the allocation was a reasonable 

representation of the costs that would have been incurred if the Company had performed these functions on a stand-

alone basis.  Following the completion of the Transaction, the Company performed these functions using its own 

resources or through purchased services. 
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All administrative expenses recorded in the Consolidated Statements of Operations which were performed by 

Resources for the Company have been deemed to have been paid by the Company to Resources in cash, with the 

exception of stock-based compensation costs which are non-cash, and were reflected as part of Shareholders’ 

Equity.  

The Company assesses its mineral projects on a quarterly basis to determine whether indications of impairment exist. 

 The carrying amount of mineral properties are reviewed when events or changes in circumstances indicate that 

these amounts may not be recoverable.  Estimated future cash flows from a property are calculated on an 

undiscounted basis and compared to the carrying amount of the mineral property.  When the carrying amount 

exceeds the estimated undiscounted cash flows from the property an impairment exists and the carrying amount is 

written down to its fair value.  When assessing impairment, the fair value of a mineral property should be estimated 

using a discounted cash flow analysis.  When estimating cash flows, assumptions are made regarding reserves and 

resources, future commodity prices, as well as capital, operating and reclamation costs.  Depending on the stage of 

exploration of a mineral property and whether the Company has completed any economic feasibility work, it may be 

difficult to estimate future cash flows reliably.   

Where reliable estimates of future cash flows are not available, management assesses whether the carrying amount 

can be recovered based on quantifiable geological resources, empirical evidence such as geochemical analysis, 

drilling results, assays, mapping and field observation in relation to factors such as commodity markets,  equity 

markets, exchange rates, political risk and proximity to other known operations, or the Company’s assessment of its 

ability to sell the property for an amount greater than the carrying amount.  An impairment is also recorded when 

management determines that it will discontinue exploration or development on a property or when exploration rights 

or permits expire. 

Prior to the creation of the Company’s stock option plan on March 25, 2009, the Company estimated stock 

compensation expense and cash proceeds from stock option exercises using the share price, volatility and grant 

dates of options granted to its employees under Resources’ stock option plan, under the assumption that the 

Company’s stock would have similar characteristics if it were publicly traded and stock options existed.  

Compensation costs were measured at the grant date based on the fair value of the award using the Black-Scholes 

option pricing model, and were recognized over the related service period as an expense or deferred exploration 

cost, depending on the responsibilities of the employee, with a corresponding increase to contributed surplus.   
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Changes in Accounting Policies and Recently Issued Accounting Pronouncements 

Changes in Accounting Policies 

During the year ended December 31, 2010, the Company adopted the amendments to EIC-89 and EIC-94 issued by 

the Canadian Institute of Chartered Accountants (CICA).  The accounting policy changes are as follows: 

Exchanges of Ownership Interests Between Enterprises Under Common Control and Accounting for Corporate 

Transaction Costs 

In February 2010, the CICA issued amendments to EIC-89, Exchanges of Ownership Interests Between Enterprises 

Under Common Control – Wholly and Partially-Owned Subsidiaries, and EIC-94, Accounting for Corporate 

Transaction Costs, to exclude companies who have adopted Handbook Section 1582, Business Combinations, from 

the application of these EICs.  The Company has not yet adopted Section 1582 therefore it continues to apply these 

EICs to its financial statements for the year ended December 31, 2010. 

Financial Instruments 

Fair value estimates of financial instruments are made at a specific point in time, based on relevant information about 

financial markets and specific financial instruments.  As these estimates are subjective in nature, involving 

uncertainties and matters of significant judgment, they cannot be determined with precision.  Changes in assumptions 

can significantly affect estimated fair values. 

The Company’s financial instruments include cash, other receivables, deposits, accounts payable and accrued 

liabilities.  The fair value of these instruments is equivalent to the carrying value, given the short maturity period. 

Conversion to International Financial Reporting Standards 

In February 2008, the Canadian Accounting Standards Board confirmed that the use of International Financial 

Reporting Standards (“IFRS”) will be required in 2011 for publicly accountable profit-oriented enterprises.  The 

Company must report its consolidated financial statements in accordance with IFRS no later than for Q1 2011, with 

restatement of the 2010 comparative information presented.  Although IFRS employs a conceptual framework that is 

similar to Canadian GAAP, there are significant differences in recognition, measurement, and disclosure.  The 

Company has developed and implemented a project plan to ensure full compliance with this requirement by 2011.  

The Company’s project plan consists of three phases: 

Phase 1 – Scoping and Planning 

This phase includes performing a high-level assessment to determine key areas of focus that will likely be impacted 

by the adoption of IFRS.  The information obtained through this phase will be used to prepare a detailed plan for 

IFRS convergence.  An assessment will also be performed as to whether information technology systems require 

modification in order to provide relevant and timely data required to meet the new reporting requirements under IFRS.   

Phase 2 – Detailed Evaluation 

This phase includes a detailed analysis of the impact of IFRS implementation on accounting determinations and 

disclosures.  The detailed analysis will facilitate the selection of accounting policies under IFRS as well as the 

development of a detailed conversion strategy.  A detailed determination of the impact of implementation on current 

internal control procedures and information technology will also be completed during this phase. 

As part of its implementation of IFRS, the Company will be required to comply with “IFRS 1 – First-Time Adoption of 

IFRS” which sets out the rules for first-time adoption.  In general, IFRS 1 requires an entity to comply with each IFRS 

statement effective at the reporting date for the entity’s first IFRS financial statements.  This requires that an entity 
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apply IFRS to its opening IFRS balance sheet as at January 1, 2010 (i.e. the balance sheet prepared at the beginning 

of the earliest comparative period presented in the entity’s first IFRS financial statements).  Within IFRS 1 there are 

exemptions and exceptions, some of which are mandatory and some of which are elective.  These provide relief for 

companies from certain requirements in specified areas when the cost of complying with the requirements is likely to 

exceed the resulting benefit to users of financial statements.  IFRS 1 generally requires retrospective application of 

IFRS statements on first-time adoptions, but prohibits such application in some areas, particularly when retrospective 

application would require judgments by management about past conditions after the outcome of a particular 

transaction is already known. 

Phase 3 – Implementation and Reporting 

This phase includes formally implementing necessary changes to internal control procedures in order to comply with 

IFRS. In this phase, the final selection of accounting policies, reconciliation of financial statement balances as at 

January 1, 2010 to IFRS, and ultimately the preparation of financial statements and related disclosures required 

under IFRS as at and for the year ended December 31, 2011. 

Progress to Date 

Management has completed the scoping and planning phase as well as a detailed diagnostic identifying the key 

areas of expected impact on conversion.   The detailed diagnostic included the identification of accounting differences 

related to the Company’s critical accounting policies, an examination of the impact of mandatory exceptions under 

IFRS 1, First-Time Adoption, and the selection of policies where alternatives exist under optional exemptions outlined 

in IFRS 1. Management has also determined the impact of conversion on the presentation and disclosure of its 

Financial Statements.  The Company has quantified the impact of expected differences identified and developed the 

IFRS opening balance sheet as at January 1, 2010.  As this process was completed, appropriate changes to ensure 

the integrity of internal control over financial reporting and disclosure controls and procedures have been made, 

including changes in controls or procedures to address reporting of first-time adoption and opening balances under 

IFRS.  Management continues to monitor the potential impacts of conversion on business processes and information 

systems.  There are a number of IFRS standards in the process of being amended by the International Accounting 

Standards Board and are expected to continue until the transition date of January 1, 2011. The Company is actively 

monitoring proposed changes. The Company continues to provide access to necessary external technical IFRS 

training for key employees involved in the financial reporting process.      

The following areas have been identified as having the highest impact on the Company’s financial reporting: 

functional currency determination, continuity of interest, accounting for exploration costs, accounting for stock-based 

compensation, methodology for impairment testing, property, plant and equipment, disclosure and presentation, and 

the provisions related to the initial adoption of IFRS under IFRS 1, First-Time Adoption (“IFRS 1”).  Below is a 

summary of the expected impact in each area:  

Functional Currency 

Both Canadian GAAP and IFRS are broadly consistent in their methodologies for determining the functional and 

reporting currencies of an entity.  IFRS, however, differs in that it assigns more weight to certain factors in making the 

determination.  As well, the concepts of integrated and self-sustaining operations no longer exist under IFRS 

therefore, entities formerly considered to be integrated, and therefore assigned the same functional currency as their 

parent under Canadian GAAP, are now assessed as stand-alone entities for IFRS purposes. 

The Company has determined that upon conversion to IFRS, the application of the criteria of IAS 21, The Effects of 

Changes in Foreign Exchange Rates (“IAS 21”), will result in a functional currency determination for each of its 

entities that is different from what was assessed under Canadian GAAP.  The Company will continue to report its 

consolidated financial position and results of operations in US dollars.  As a result, the translation of each entity in the 

corporate structure into US dollars will result in gains/losses being recognized in Accumulated Other Comprehensive 
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Income (“AOCI”).  The impact of this change on the January 1, 2010 IFRS compliant Balance Sheet will be as 

follows: 

Equity 

Under IAS 21 certain foreign currency translation differences, such as those on the opening net assets of a net 

investment in a foreign subsidiary, are recognized as reserves.  However, there exists an exemption under IFRS 1 

which allows the cumulative translation difference to be removed upon transition to IFRS.  The Company has chosen 

to exercise this exemption on conversion.  Accordingly, the impact of the change in functional currencies on 

conversion to IFRS, although accounted for retrospectively, will be reflected as part of Retained Earnings/Deficit on 

January 1, 2010 with no amounts recorded to AOCI. The application of this exemption will also result in previously 

recorded cumulative translation adjustment under Canadian GAAP of $483,211 being removed and shown as part of 

Retained Earnings/Deficit on conversion.   

Assets and Liabilities 

There will be no change in the reported value of the Company’s monetary assets and liabil ities in its opening balance 

sheets at January 1, 2010.  However, non-monetary assets will increase by $246,473 at January 1, 2010.  This 

results from the re-translation of non-monetary assets and liabilities from the functional currency of the related entity 

to US dollars (the Company’s presentation currency).  Under Canadian GAAP, this level of translation was not 

necessary as each of the entities in the Company’s organizational structure had a functional currency (US dollar) that 

was the same as the Company’s presentation currency.  The Company also expects its transition date Retained 

Earnings balance to increase by $246,473 as a result of the change.   

Business Combinations 

The Company has determined that it will apply the election available under IFRS 1 enabling it to adopt IFRS 3(R), 

Business Combinations (“IFRS 3(R)”), prospectively.  The Company will continue to prepare its financial statements 

under the continuity of interest principle on this basis.  As a result, the Company does not anticipate any changes to 

its financial statements upon conversion to IFRS as a result of the prospective application of IFRS 3(R). 

Accounting for Exploration Costs 

Both Canadian GAAP and IFRS allow the choice of capitalizing or expensing exploration costs.  The Company’s 

policy under Canadian GAAP has been to capitalize all exploration costs.  Management has determined that it will no 

longer continue to capitalize exploration costs incurred under IFRS.  This change will be applied on a retrospective 

basis.  Accordingly, $28,834,896 of exploration costs previously capitalized under Canadian GAAP will be reclassified 

to Retained Earnings as at January 1, 2010 on conversion.  As well, the exploration costs of $6,142,705 incurred in 

the 2010 fiscal year will be reported on the Consolidated Statements of Operations under IFRS. 

Accounting for Stock-Based Compensation 

The guidance provided by IFRS 2, Share-Based Payments (“IFRS 2”), is largely consistent with Canadian GAAP and 

requires estimates of the fair value of stock options to be made at the date of the grant and recognition of the related 

expense in income as the options vest.  The use of the Black-Scholes model is an acceptable method to estimate the 

fair value of the options at the date of grant, and is consistent with the Company’s current practice.  For share options 

that vest in installments, IFRS 2 requires the use of the attribution method, which requires that the Company treat 

each installment as a separate share option grant with a different fair value.  Unlike Canadian GAAP, IFRS 2 does 

not include the straight line method as an alternative to the attribution method for awards with a service condition and 

graded-vesting features.  Under IFRS, the Company has accounted for its awards using the attribution method.  
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Currently the Company estimates forfeitures based on the historical activity of its employees and executives and it 

will continue to do so under IFRS for use in the determination of the total share-based compensation expense.  The 

division of option holders into more specific categories when estimating forfeiture history may result in a difference in 

valuation of the stock-based awards and timing differences for the recognition of compensation expenses. 

IFRS 2 is applicable for stock-based compensation issued on or after January 1, 2005; earlier adoption is permitted.  

The Company will retrospectively apply the provisions of IFRS 2 on adoption which will require changes to the 

valuation and timing of compensation expense related to options granted prior to January 1, 2010.  The quantitative 

impact of the adoption of IFRS 2 will be a decrease to January 1, 2010 Retained Earnings of $135,495 and an 

equivalent increase to Contributed Surplus.   

 
Impairment of Long-Lived Assets  

Under Canadian GAAP, impairment testing of long-lived assets is based on a two-step approach. Estimated 

undiscounted cash flows arising from the use of the asset group are compared with the carrying amount of the assets 

to determine whether impairment exists.  If impairment exists, the second step is to determine the amount of 

impairment to be recognized by comparing the carrying amount with the discounted cash flows and recording the 

excess as an impairment loss.  Under IAS 36, Impairment of Assets (“IAS 36”), a one-step approach is applied 

whereby the carrying amount of the asset group is compared directly with the higher of fair value less costs to sell 

and value in use (which uses discounted future cash flows).  This approach may produce an impairment loss where 

one would not have otherwise been recognized in cases where the undiscounted cash flows are higher than the 

carrying amount of the assets.  Further, under IAS 36 there is a requirement to reverse previously recognized 

impairment losses in certain instances where circumstances have changed such that the impairments have been 

reduced. Canadian GAAP does not allow for the reversal of impairment losses under any circumstances.  The 

Company will adopt IAS 36 upon conversion to IFRS however there will be no quantitative impact of the adoption on 

the opening balance sheet or the consolidated balance sheets for the year ended December 31, 2010.     

Property, Plant and Equipment  

IAS 16 Property, Plant and Equipment (“IAS 16”) reinforces the requirement under Canadian GAAP that requires 

each part of property, plant and equipment (“PP&E”) that has a cost that is significant in relation to the overall cost of 

the item to be depreciated separately.  IAS 16 also provides guidance that would require major overhauls to be 

treated as separate components of plant and equipment, with the overhaul cost capitalized and depreciated over the 

period to the next major overhaul.  The application of this requirement does not affect the measurement or 

presentation of the Company’s current PP&E.  It is important to note that this could change if at some point the 

Company transitions from being an explorer to a producer. 

IAS 16 permits the periodic revaluation of PP&E and leasehold improvements to fair value and, under IFRS, interest 

on funds borrowed to purchase PP&E must be capitalized.  The cost method, as used by the Company under 

Canadian GAAP, is also acceptable under IFRS (other than the aforementioned requirement to capitalize borrowing 

costs).  Upon adoption of IFRS, the Company had to make an accounting policy choice as to how to account for 

PP&E (a) upon transition to IFRS; and (b) on a continuing basis.  The Company’s capital asset base is not significant 

given that the Company is still in the exploration phase.  The Company has decided not to adjust PP&E to fair value 

on transition and to use the cost method on a continuing basis.  On this basis, the retroactive adoption of the 

requirements of IAS 16 will not have a significant impact on the Company’s Financial Statements.   

IFRS 1: First-Time Adoption of IFRS  

IFRS 1 provides the framework for the first-time adoption of IFRS and specifies that an entity shall apply the 

principles under IFRS retrospectively.  Certain optional exemptions and mandatory exceptions to retrospective 

application are provided under IFRS.  For the Company, the material exemptions relate primarily to the deemed cost 

for PP&E, stock-based compensation expense, and cumulative translation differences.  As discussed above, the 
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Company has decided not to revalue its PP&E upon conversion to IFRS.  The Company will retrospectively adjust 

compensation expense related to all stock option grants that fall within the scope of IFRS 2 and will reclassify the 

cumulative translation adjustment arising under Canadian GAAP to opening Retained Earnings.   

Controls and Procedures 
 
Disclosure Controls 

Disclosure controls and procedures have been designed to ensure that information required to be disclosed by the 

Company is accumulated and communicated to management as appropriate to allow timely decision making 

regarding required disclosures.  The Company’s Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”) 

have concluded, based on their evaluation of the effectiveness of the Company’s disclosure controls and procedures, 

that these controls and procedures provide reasonable assurance that material information is made known to them by 

others within the Company.  However, a control system, no matter how well conceived, can provide only reasonable, 

not absolute, assurance that the objectives of the control system are met. 

Internal Control Over Financial Reporting 

Management is responsible for certifying the design of the Company’s internal control over financial reporting 

(“ICFR”) as required by Multilateral Instrument 52-109 – “Certification of Disclosure in Issuers’ Annual and Interim 

Filings.”  The Company’s ICFR is intended to provide reasonable assurance regarding the reliability of financial 

reporting and the preparation of financial statements for external purposes in accordance with applicable Canadian 

generally accepted accounting principles (“GAAP”).  ICFR should include those policies and procedures that: 

• pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and 

dispositions of assets;  

• provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 

statements in accordance with generally accepted accounting principles, and that receipts and expenditures are 

being made only in accordance with authorizations of management and the Company’s Board of Directors; and  

• provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 

disposition of assets that could have a material effect on the financial statements. 

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives 

due to its inherent limitations.  Internal control over financial reporting is a process that involves human diligence and 

compliance and is subject to error, collusion, or improper override.  Because of such limitations, there is a risk that 

material misstatements may not be prevented or detected on a timely basis.  It is possible to design into the financial 

reporting process safeguards to reduce, though not eliminate, this risk. 

Management, including the CEO and CFO, has assessed the effectiveness of internal controls over financial 

reporting as of December 31, 2010 and concluded, subject to the limitations noted above, that the Company has 

sufficient controls to meet the requirements as stated above.  The assessment was completed using the criteria 

established in Internal Control – Integrated Framework issued by the Committee of Sponsoring Organizations of the 

Treadway Commission (“COSO”). 

Changes in Internal Controls 

There have been no significant changes to internal controls in the year ended December 31, 2010.  On September 

29, 2010, the Company’s CFO, Mr. Sean Homuth, resigned, however he subsequently resumed his position with the 

Company on January 12, 2011.  As the Company had an interim CFO during Mr. Homuth’s absence, and the 

Company’s system of internal controls continued to be applied consistently, management has determined that the 

impact on internal controls was not significant. 
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Other MD&A Requirements 

All relevant information related to the Company is filed electronically at www.sedar.com.  
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MANAGEMENT’S REPORT 
 
 
To the Shareholders of Orezone Gold Corporation 
 
 

The Annual Consolidated Financial Statements (the ―Financial Statements‖) and the notes thereto are the 

responsibility of the management of Orezone Gold Corporation (the ―Company‖).  Management is also 

responsible for ensuring that the information contained in the Financial Statements is consistent with the 

information contained in Management’s Discussion and Analysis for the same period.  The Financial 

Statements have been prepared in accordance with Canadian generally accepted accounting principles 

(―Canadian GAAP‖) and have been approved by the Company’s Board of Directors (the ―Board‖). 

 

In support of its responsibility, management maintains accounting systems and internal controls to provide 

reasonable assurance that all assets are safeguarded and to ensure that financial information is relevant, 

reliable and accurate.  When alternative accounting methods exist, management has chosen those 

methods it deems most appropriate in the circumstances.  The Financial Statements may contain certain 

amounts based on estimates and judgments.  Management has estimated such amounts on a reasonable 

basis to ensure that the Financial Statements are presented fairly in all material respects.   

 

The Board is responsible for ensuring that management fulfills its responsibilities for financial reporting and 

internal control.  The Audit Committee, which is comprised of Directors who are not employees or officers 

of the Company, meets with management as well as the external auditors to satisfy itself that management 

is properly discharging its financial reporting responsibilities to the Board who approve the Financial 

Statements. 

 

The Financial Statements have been audited by Deloitte & Touche LLP, independent auditors, in 

accordance with Canadian generally accepted auditing standards (―Canadian GAAS‖), on behalf of the 

shareholders. 

 

The auditors have full and unrestricted access to the Audit Committee. 

 
 

      
Ronald N. Little      Sean Homuth 

Chief Executive Officer     Chief Financial Officer 
 
 
March 31, 2011
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INDEPENDENT AUDITOR’S REPORT 

 
To the Shareholders of Orezone Gold Corporation.  

We have audited the accompanying consolidated financial statements of Orezone Gold Corporation, which 

comprise the consolidated balance sheets as at December 31, 2010 and 2009, and the consolidated 

statements of operations and changes in deficit, deferred exploration costs, cash flows and comprehensive 

income (loss) for the years then ended, and a summary of significant accounting policies and other 

explanatory information. 

 

Management’s Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 

statements in accordance with Canadian generally accepted accounting principles, and for such internal 

control as management determines is necessary to enable the preparation of consolidated financial 

statements that are free from material misstatement, whether due to fraud or error. 

 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 

standards require that we comply with ethical requirements and plan and perform the audit to obtain 

reasonable assurance about whether the consolidated financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the consolidated financial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 

an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting estimates made by 

management, as well as evaluating the overall presentation of the consolidated financial statements. 

 

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a 

basis for our audit opinion. 

 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 

position of Orezone Gold Corporation as at December 31, 2010 and 2009, and the results of its operations 

and its cash flows for the years then ended in accordance with Canadian generally accepted accounting 

principles. 

  

Chartered Accountants 
Licensed Public Accountants 

Toronto, Ontario 
March 31, 2011 
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Notes 

 December 31, 
2010 

December 31, 
 2009 

   $ $ 
ASSETS     
Current assets     
   Cash 4  61,318,213 4,538,551 
   Sales taxes and other receivables   61,450 21,904 
   Prepaid expenses and other assets   846,072 273,251 
   Government deposits   - 108,827 

   62,225,735 4,942,533 

     

     
Interest in exploration properties 3  37,900,584 31,215,118 

     
   100,126,319 36,157,651 

     
LIABILITIES     
Current liabilities     
   Accounts payable and accrued liabilities   912,893 482,053 
     
Non-controlling interest 4  1,629,136 - 
     
SHAREHOLDERS’ EQUITY     
Capital stock 5  122,818,816 62,990,088 
Contributed surplus 5  4,547,697 3,783,071 

   127,366,513 66,773,159 

Accumulated other comprehensive income   483,211 483,211 
Deficit   (30,265,434) (31,580,772) 

   (29,782,223) (31,097,561) 

   97,584,290 35,675,598 

     
   100,126,319 36,157,651 

     
     
Background and Basis of Presentation (Note 1) 
 
Subsequent Events (Note 13) 
 
The accompanying notes are an integral part of the consolidated financial statements. 
 
Signed on behalf of the Board of Directors of Orezone Gold Corporation 
 
 

      
Director  Director
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  Year ended  

December 31, 
  Year ended  

December 31, 
 Notes  2010  2009 

   $  $ 
Administrative expenses      
   Salaries, benefits and consulting fees   839,555  634,773 
   Stock-based compensation 5  866,243  652,149 
   Public relations and travel   311,771  189,372 
   Office, general and administrative   263,618  156,839 
   Public company costs   160,208  144,477 
   Professional fees   133,021  196,166 
   Amortization of capital assets   28,186  29,291 

      
   2,602,602  2,003,067 
      
Other items      
   Dilution gain 4  (2,563,535)  - 
   Write-off of deferred exploration costs 3  -  387,541 
   Foreign exchange gain   (1,330,023)  (638,431) 
   Interest income, net   (77,795)  (6,273) 
   Other than temporary impairment of   
     investments available-for-sale   -  6,483 
   Gain on disposal of capital assets   (7,867)  - 
   Bad debt   395  - 
   Capital tax expense   34,777  - 

      
   1,341,446  (1,752,387) 
      
   Non-controlling interest 4  (26,108)  - 

      
Net income (loss)   1,315,338  (1,752,387) 
      
Deficit, beginning of year  (31,580,772)  (29,828,385) 

      
Deficit, end of year   (30,265,434)  (31,580,772) 

      
Net earnings (loss) per common share - basic 5  0.02  (0.03) 

      
Net earnings (loss) per common share - diluted 5  0.02  (0.03) 

      
Weighted average number of shares  
outstanding – basic 5  67,173,805  53,876,556 

      
Weighted average number of shares  
outstanding – diluted 5  69,870,630  53,876,556 

      
      
 
The accompanying notes are an integral part of the consolidated financial statements.     
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Notes  

Year ended  
December 31,  

2010 

 Year ended  
December 31,  

2009 

   $  $ 
      
Balance, beginning of year   28,834,896  25,801,870 

      
Additions      
   Drilling and assaying   2,545,324  1,248,890 
   Salary and employee costs   1,216,328  665,125 
   Camp and facilities costs   798,129  330,342 
   General office and administration   686,565  473,769 
   Engineering and consultants   480,550  494,258 
   Amortization of capital assets   207,500  150,517 
   Stock-based compensation 5  154,627  87,169 
   Other   53,682  (29,503) 

      
Total additions   6,142,705  3,420,567 
       
Deductions      
   Write-off of deferred exploration costs 3  -  (387,541) 

         

Balance, end of year   34,977,601  28,834,896 

 
 
The accompanying notes are an integral part of the consolidated financial statements.  
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  Notes 

 
 
 

Year ended  
December 31, 

2010 

Year ended  
December 31, 

2009 

    $ $ 
OPERATING ACTIVITIES     
Net income (loss)    1,315,338 (1,752,387) 
Non-cash items:      
   Dilution gain 4  (2,563,535) - 
   Write-off of deferred exploration costs 3  - 387,541 
   Stock-based compensation 5  866,243 652,149 
   Impairment of available-for-sale  
     investments   - 6,483 
   Gain on sale of capital assets   (7,867) - 
   Amortization of capital assets   28,186 29,291 
   Non-controlling interest 4  26,108 - 
   Foreign exchange gain   (1,284,312) (624,535) 
Changes in non-cash working capital 6  402,842 17,489 

      
Cash used in operating activities    (1,216,997) (1,283,969) 
      
INVESTING ACTIVITIES     
Acquisition of mineral interests  4  (559,011) - 
Acquisition of additional shares in a partially  
   owned subsidiary 4  (640,366) - 
Proceeds on disposal of capital assets   7,867 - 
Expenditures on exploration properties 6  (6,582,922) (3,264,291) 

      
Cash used in investing activities    (7,774,432) (3,264,291) 
      
FINANCING ACTIVITIES     
Proceeds from equity financing 5  62,716,844 - 
Share issuance costs 5, 6  (3,643,078) (58,801) 
Net proceeds from private placement 4  4,806,929 - 
Proceeds from exercise of stock options 5  374,637 703,765 
Proceeds from exercise of warrants 5  222,857 - 
Contribution from IMG 5  - 4,424,184 

      
Cash provided by financing activities    64,478,189 5,069,148 
      
Effect of exchange rate changes on cash    1,292,902 646,297 

      
Increase in cash    56,779,662 1,167,185 
      
Cash, beginning of year    4,538,551 3,371,366 

      
Cash, end of year   61,318,213 4,538,551 

      
 
Supplemental information: 

There were no cash payments in respect of interest or taxes during 2010 or 2009. 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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Year ended 
December 31,  

2010  

Year ended 
December  31,  

2009 

     $  $ 
        
Net income (loss)     1,315,338  (1,752,387) 
        
Adjustments, net of tax:      
   Other than temporary impairment on available-for-sale  
     investments included in net loss  -  6,483 
   Realized loss on disposal of available-for-sale  
     investments  -  (6,483) 

        
Comprehensive income (loss)     1,315,338  (1,752,387) 

 
 
The accompanying notes are an integral part of the consolidated financial statements. 
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1 — BACKGROUND AND BASIS OF PRESENTATION 

BACKGROUND 

Orezone Gold Corporation (the ―Company‖) is primarily engaged in the acquisition, exploration and development of 

gold projects in Burkina Faso, West Africa.  The Company is also engaged in the exploration for uranium resources in 

Niger, West Africa.  The Company’s operations consist of the former non-Essakane exploration interests of Orezone 

Resources Inc. (―Resources‖), which were acquired on February 25, 2009 as part of Resources’ business 

combination with IAMGOLD Corporation (―IMG‖).   

BASIS OF PRESENTATION  

The Company was incorporated on December 1, 2008 under the Canada Business Corporations Act with one 

common share outstanding.  On December 11, 2008, Resources announced the signing of a definitive agreement to 

sell 100% of its interest in the Essakane project to IMG pursuant to a plan of arrangement whereby IMG agreed to 

acquire each outstanding common share of Resources in exchange for 0.08 IMG shares and 0.125 shares of the 

Company, formed to hold all of Resources’ non-Essakane exploration interests and to provide shareholders with 

continued participation in, and exposure to, these operations (the ―Transaction‖). Resources’ shareholders approved 

the Transaction at a special meeting held on February 18, 2009.  On February 25, 2009, all of Resources’ non-

Essakane exploration interests were transferred to the Company including CAD $9,731,535 in accordance with the 

terms of the definitive agreement whereby IMG and Resources agreed that the Company would initially be funded 

with CAD $10 million in cash subject to certain adjustments.  In exchange, 53,955,530 additional shares of the 

Company were issued to Resources, distributed to its shareholders, and were contemporaneously listed on the 

Toronto Stock Exchange (the ―TSX‖). 

The annual audited consolidated financial statements (―Financial Statements‖) have been prepared in accordance 

with Canadian generally accepted accounting principles (―Canadian GAAP‖) and are presented in US dollars.  The 

Financial Statements contain, for the period prior to February 25, 2009, amounts derived from Resources' historical 

accounting records. These amounts are presented on a carve-out basis under the assumption that the Company 

operated as a separate entity comprised of Resources’ non-Essakane assets and liabilities. Certain Resources 

expenses, assets, and liabilities have been allocated to the Company in the Financial Statements for the period prior 

to February 25, 2009 based on assumptions that management believes are reasonable under the circumstances.  

Accordingly, the Financial Statements contain amounts that were estimated based on a carve-out of the historical 

financial results of the non-Essakane exploration interests of Resources prior to February 25, 2009, as well as the 

Company’s independent operating results from February 25, 2009 to December 31, 2010.  The figures included in the 

Financial Statements for the period prior to February 25, 2009 are intended to represent what the Company’s results 

would have been, had it historically been the independent operator of the non-Essakane exploration interests.  

However, these allocations and estimates are not necessarily indicative of the costs and expenses that would have 

resulted if the Company had been operated as a separate entity.  

These allocations include, but are not limited to, administrative expenses and direct costs of carrying out exploration 

activities on the non-Essakane projects.  Included within administrative expenses of the Company are stock-based 

compensation expenses.  Prior to March 25, 2009, the Company did not have its own stock option plan.  The stock-

based compensation expenses allocated to the Company prior to this date are based on the historical results of 

Resources’ stock option plan and options issued to the Company’s employees as part of that plan (see Note 5b). 

The earnings per share calculation prior to February 25, 2009 is calculated using a weighted average number of 

shares outstanding that was determined on a carve out basis.  The weighted average number of shares outstanding 

for this period was calculated using the number of Resources’ shares outstanding and applying the exchange ratio of 

the Transaction. 
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1 — BACKGROUND AND BASIS OF PRESENTATION (continued) 
 

The Financial Statements have been prepared on a basis of accounting principles which assumes that the Company 

will continue operating for the foreseeable future and will be able to realize its assets and discharge its liabilities in the 

normal course of business.  While the Company has no revenue and relies on external financing to provide funding to 

carry out its activities, it currently has sufficient working capital to meet its obligations and discharge its liabilities for 

the foreseeable future.  

Administrative Expenses 

The consolidated statements of operations include all costs that have been estimated to be attributable to the 

Company, including allocations of Orezone’s administrative expenses.  The Company allocates administrative costs 

to specific projects when there is a direct relationship between the activity giving rise to the expense and the project.  

Unallocated costs remain as administrative expenses on the statements of operations.  Administrative expenses are 

primarily comprised of head office salaries and stock-based compensation, legal, accounting, tax, insurance, public 

relations, advertising, human resources, IT services and public company costs.  

In preparing the comparative Financial Statements, a portion of Resources’ administrative expenses incurred prior to 

February 25, 2009 were allocated to the Company.  Management believes the allocation is a reasonable 

representation of the costs that would have been incurred if the Company had performed these functions on a stand-

alone basis. Following the completion of the transaction, the Company performed these functions using its own 

resources or through purchased services. 

All administrative expenses recorded in the consolidated statements of operations which were performed by 

Resources for the Company were deemed to have been paid by the Company to Resources in cash, with the 

exception of stock-based compensation costs which are non-cash, and were reflected as part of shareholders’ equity. 

Accounting estimates 

The preparation of the Financial Statements in accordance with Canadian GAAP requires management to make 

estimates and assumptions that affect the amounts recorded in the Financial Statements and relevant notes. These 

estimates are based on management’s best knowledge of current events, and actions that the Company may 

undertake in the future. Significant estimates include those related to the going concern assumption, the carve out 

adjustments, the fair value of financial instruments, stock-based compensation and warrants, the recoverability of the 

carrying amount of mineral exploration properties and deferred exploration costs, the useful life of fixed assets and 

the impairment of long-lived assets and inventory.  Management has also made estimates of the fair value of stock-

based compensation that would have been granted to employees if the Company were operated as a stand-alone 

public entity prior to the close of the Transaction.  Actual results may differ from those estimates. 
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2 – ACCOUNTING POLICIES 
 
Principles of consolidation 

The Financial Statements include wholly and partially owned subsidiaries and assets and liabilities of the Company’s 

businesses.  All material intercompany transactions and balances between and among subsidiaries and the 

Company’s businesses have been eliminated.   

Cash  

The company holds its cash in interest bearing accounts with high credit quality financial institutions. 

Foreign currency translation and functional currency 

Management has determined the functional currency of the Company and its subsidiaries, all of which are integrated 

foreign operations, to be the US dollar.  Monetary assets and liabilities of the Company’s foreign operations are 

translated into US dollars at the exchange rate in effect at the balance sheet date. 

Non-monetary assets and liabilities are translated at exchange rates in effect at transaction dates.  Revenue and 

expenses are translated at exchange rates in effect at transaction dates, where practical, otherwise they are 

translated at the average rate, with the exception of amortization, which uses the same historical rates as the assets 

to which it relates. Foreign exchange gains and losses are included in the statements of operations and statements of 

deferred exploration costs for the year depending on the nature of the transaction or balance giving rise to the gain or 

loss.   

Financial instruments  

Financial assets and liabilities are initially recorded at fair value.  Subsequently, financial instruments classified as held for 

trading, available-for-sale and derivative financial instruments, whether part of a hedging relationship or not, are measured 

at fair value on the balance sheet at each reporting date.  All other financial instruments are measured at amortized cost 

using the effective interest method. 

The Company has made the following classifications: 

 Cash is classified as a financial asset held for trading and is measured at fair value. 

 Other receivables are classified as loans and receivables and are recorded at amortized cost using the 

effective interest method. 

 Government deposits are classified as held for trading and are measured at fair value with unrealized gains and 

losses recorded in income. 

 Deposits are classified as loans and receivables and are recorded at amortized cost using the effective interest 

method. 

 Accounts payable and accrued liabilities are classified as other liabilities and are measured at amortized cost 

using the effective interest method. 

Investments  

Equity investments in companies that are not controlled are accounted for at either fair value or using the equity 

method, depending on whether the Company exercises significant influence over the company.  Unrealized gains and 

losses on portfolio investments accounted for at fair value are recorded in earnings or as other comprehensive 

income (loss).  The Company does not currently have any equity investments over which it exercises significant 

influence.
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2 – ACCOUNTING POLICIES (continued) 

Property, plant and equipment 

Assets are amortized over their estimated useful service lives using the straight-line method at the following annual 

rates: 

  Buildings  10 – 20 years 

  Office and field equipment 2 – 3 years 

  Capital improvements 2 years 

  

Inventory 

Inventory consists of materials and supplies to be consumed in exploration activities.  Inventories are measured at 

the lower of cost and net realizable value and are included in prepaid expenses and other assets.   

Exploration properties and deferred exploration costs 

All of the Company’s projects are in the exploration stage.  The Company follows the practice of capitalizing all costs 

related to the acquisition, exploration and development of mineral properties until such time as a mineral property is 

put into commercial production, sold or becomes impaired. If commercial production commences, capitalized costs 

will be amortized prospectively on a unit-of-production basis.  Mineral property acquisition costs and exploration costs 

are capitalized and accounted for on either an individual property, or area of interest basis. Capitalized expenditures 

include directly attributable administrative and support costs. The recoverability of amounts shown as mineral 

property acquisition costs and deferred exploration costs is dependent upon a number of factors including the 

discovery of economically recoverable mineral deposits on the properties, the ability of the Company to obtain the 

financing necessary to develop the properties, the ability of the Company to obtain the permits and approvals 

necessary to develop the properties, and future profitable production from the properties, or their disposition for 

proceeds in excess of their carrying amount. 

The Company assesses its mineral properties on a quarterly basis to determine whether indications of impairment 

exist.  The carrying amount of mineral properties are reviewed when events or changes in circumstances indicate that 

these amounts may not be recoverable.  When assessing impairment, the fair value of a mineral property should be 

estimated using a discounted cash flow analysis.  Estimated future cash flows from a property are calculated on an 

undiscounted basis and compared to the carrying amount of the mineral property. When the carrying amount 

exceeds the estimated undiscounted cash flows from the property an impairment exists and the carrying amount is 

written down to its fair value.  When estimating cash flows, assumptions are made regarding a number of factors 

including reserves and resources, future commodity prices, as well as capital, operating and reclamation costs.  

Depending on the stage of exploration of a mineral property and whether the Company has completed any economic 

feasibility work, it may be difficult to estimate future cash flows reliably.   

Where reliable estimates of future cash flows are not available, management assesses whether the carrying amount 

can be recovered based on quantifiable geological resources, empirical evidence such as geochemical analysis, 

drilling results, assays, mapping and field observation in relation to factors such as commodity markets,  equity 

markets, exchange rates, political risk and proximity to other known operations, managements’ plans to continue to 

explore the property, or the Company’s assessment of its ability to sell the property for an amount greater than the 

carrying amount.   

An impairment is also recorded when management determines that it will discontinue exploration or development on 

a property or when exploration rights or permits expire and are not replaced with a new permit covering the same or 

substantially the same area of interest. 
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2 — ACCOUNTING POLICIES (continued) 

The amounts shown for exploration properties represent costs incurred to date net of write-downs and are not 

intended to reflect present or future values. Government assistance and mining duty credits are applied against the 

deferred exploration costs. 

Comprehensive income (loss)  

The Company reports the changes in equity which result from transactions and other events and circumstances from non-

shareholder sources on its consolidated statements of comprehensive income (loss).  These transactions and events 

include unrealized gains and losses resulting from changes in the fair value of investments classified as available-for-sale, 

from foreign currency translation on self-sustaining foreign subsidiaries and from changes in gains and losses on 

derivative instruments. 

Earnings (loss) per share 

The calculation of earnings (loss) per share is based on the weighted average number of shares outstanding for each 

period.  Basic earnings (loss) per share is calculated by dividing the net earnings (loss) for the period available to common 

shareholders by the weighted average number of common shares outstanding during the period.  The computation of 

diluted earnings (loss) per share assumes the conversion, exercise or contingent issuance of securities only when such 

conversion, exercise or issuance would have a dilutive effect on earnings (loss) per share.  The treasury stock method is 

used to determine the dilutive effect of the stock options and warrants.  When the Company reports a loss, the diluted net 

loss per common share is equal to the basic net loss per common share due to the antidilutive effect of the outstanding 

stock options and warrants. 

Stock-based compensation 

The Company has a stock-based compensation plan (the ―Plan‖) as described in Note 5.  The Company measures 

the compensation cost of stock options issued under the Plan using the fair-value method.  Compensation costs are 

measured at the grant date based on the fair value of the award using the Black-Scholes option pricing model, and 

are recognized over the related service period as an expense or deferred exploration cost, depending on the 

responsibilities of the employee, with a corresponding increase to contributed surplus. 

Prior to the creation of the Company’s stock option plan on March 25, 2009, the Company estimated stock 

compensation costs and cash proceeds from stock option exercises using the share price, volatility and grant dates of 

options granted to its employees under Resources’ stock option plan, under the assumption that the Company’s stock 

would have similar characteristics if it were publicly traded and stock options existed. Compensation costs were 

measured and recognized in the same manner as they would have been if issued under the Plan.   

The Black-Scholes option pricing model used to calculate option values, as well as other currently accepted option 

valuation models, was developed to estimate the fair value of freely trading, fully transferrable warrants and options 

without vesting restrictions, which differ from the Company’s stock option awards.  The model also requires highly 

subjective assumptions, including volatility, estimated forfeiture rate and expected time until exercise, which affect the 

calculated values. 
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2 — ACCOUNTING POLICIES (continued) 

Income taxes 

The Company uses the liability method of accounting for income taxes. Under this method, future income tax assets 

and liabilities are determined based on the differences between the carrying amounts and tax bases of assets and 

liabilities.  They are measured by applying enacted or substantively enacted tax rates and laws at the date of the 

financial statements for the years in which the temporary differences are expected to reverse.  The Company 

establishes a valuation allowance against future income tax assets if, based on available information, it is likely that 

some or all of the future income tax assets will not be realized. 

CHANGES IN ACCOUNTING POLICIES 

During the year ended December 31, 2010, the Company adopted the amendments to EIC-89 and EIC-94 issued by 

the Canadian Institute of Chartered Accountants (CICA).  The accounting policy changes are as follows: 

Exchanges of Ownership Interests Between Enterprises Under Common Control and Accounting for 

Corporate Transaction Costs 

In February 2010, the CICA issued amendments to EIC-89, Exchanges of Ownership Interests Between Enterprises 

Under Common Control – Wholly and Partially-Owned Subsidiaries, and EIC-94, Accounting for Corporate 

Transaction Costs, to exclude companies who have adopted Handbook Section 1582, Business Combinations, from 

the application of these EICs.  The Company has not yet adopted Section 1582 therefore it continues to apply these 

EICs to its financial statements for the year ended December 31, 2010. 

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS 

International Financial Reporting Standards 

In February 2008, the Canadian Accounting Standards Board confirmed that use of International Financial Reporting 

Standards (―IFRS‖) will be required in 2011 for publicly accountable profit-oriented enterprises such as the Company.  

The Company must report its consolidated financial statements in accordance with IFRS no later than for the first 

quarter of 2011, with restatement of the 2010 comparative information presented.  

3 — EXPLORATION PROPERTIES 

  
December 31, 

2010 
December 31, 

2009 

    $ $ 
Assets not subject to amortization   
Mineral property acquisition costs 1,583,262 1,024,251 
Deferred exploration costs 34,977,601 28,834,896 
Deposits  60,746 64,739 
Land 315,295 306,736 

 36,936,904 30,230,622 

   
Assets subject to amortization   
Property, plant and equipment, net   
Buildings   959,102 905,864 
Accumulated amortization (173,737) (83,741) 
Office and field equipment 365,902 280,403 
Accumulated amortization (253,515) (118,030) 
Capital improvements 76,133 - 
Accumulated amortization (10,205) - 

  963,680 984,496 

  37,900,584 31,215,118 
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3 — EXPLORATION PROPERTIES (continued) 

The Company held the following mineral property exploration permits: 

                                            December 31, 2010  

 
Number of  

permits 

 Expiry dates
1
 of Expiry dates

1 
of Expiry dates

2
 of 

 
Area (km

2
) 

current 
 permits 

potential permit 
renewals 

mining 
conventions 

Sega 2 313 03/13 and 

 06/12 

03/16 and  

06/15 

n/a 

Bomboré 1 105 02/13 n/a n/a 

Bondi 1 224 08/12 08/15 n/a 

Niger 5 3,958 11/12, 11/12, 10/12, 
10/12 and 04/12 

11/18, 11/18, 10/18, 
10/18 and 04/18 

08/36, 05/27, 05/27, 
04/27 and 04/27 

 9 4,600    

1
 In Burkina Faso and Niger, exploration permits are valid for a period of three years from the date of issue and may be renewed for two more 

consecutive terms of three years each (50% permit size reductions accompany each permit renewal in Niger while permits in Burkina Faso are subject 
to a 25% surface area reduction only upon the second renewal). 
2 

 In Niger, mining conventions are valid for a period of twenty years, except in the case of the Abelajouad permit which has a term of 30 years, from 

the date of issue and are renewable until the reserves are exhausted. 

Mineral property acquisition costs and deferred exploration costs were as follows: 
 

  December 31, 2010  December 31, 2009 

 

 
Acquisition 

Cost 

Deferred 
Exploration 

Costs  
Acquisition 

 Cost 

Deferred 
Exploration 

 Costs 

  $ $  $ $ 

Sega  11,410 12,284,795  11,410 11,914,115 
Bomboré  866,656 13,631,308  866,656 8,743,882 
Bondi  146,185 7,895,805  146,185 7,829,906 
Niger  559,011 1,165,693  - 346,993 

  1,583,262 34,977,601  1,024,251 28,834,896 

 

Sega, Burkina Faso 

The Sega project consists of the Tiba (124 km
2
) and Namasa (189 km

2
) permits.  The Tiba permit is located in the 

Yatenga province and was renewed in April 2010 for its second consecutive three year term, which expires in March 

2013.  The Namasa permit is located in the Yatenga and Zandoma provinces, expires in June 2012 and may be 

renewed for one more consecutive three year term.  The Company originally acquired the project from IAMGOLD 

Corporation (formerly Repadre Corporation) in 2001.  Upon transfer, Repadre retained a 3% net smelter royalty 

(―NSR‖) in the project of which 2% can be bought back for $2 million.  The Company is also subject to the standard 

NSR
3
 and 10% carried interest held by the government in the event that a mining permit is granted.   

Bomboré, Burkina Faso 

The Bomboré (105 km
2
) permit is located in the Ganzourgou province and was renewed in January 2010 for its final 

three year term.  The Company now owns a 100% interest in the permit less the standard NSR
3
 and 10% carried 

interest held by the government in the event that a mining permit is granted. 
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3 — EXPLORATION PROPERTIES (continued) 

Bondi, Burkina Faso 

The Bondi project consists of the Djarkadougou (224 km
2
) permit.  The permit is located in the Bougouriba province 

and expires in August 2012.  The Company owns a 100% interest in the permit less the standard NSR
3
 and 10% 

carried interest held by the government in the event that a mining permit is granted.  This permit may be renewed for 

one more consecutive three year term.   

3 
 On December 31, 2010, the Government of Burkina Faso passed an amendment to its Mining Law whereby the government’s royalty interest would 

be maintained at 3% if the price of gold is less than or equal to $1,000/oz, increased to 4% if the price of gold is between $1,000/oz and $1,300/oz and 
increased to 5% if the price of gold is greater than or equal to $1,300/oz.  The royalty level is applied to all gold sold or delivered by a refinery, based 
on the daily spot price of such distribution.  The annual mining permit taxes were also increased from $1,020/km

2
 to $15,306/km

2
 for the first five years, 

to $20,408/km
2
 for the next five years and then to $30,612/km

2
 from the eleventh year on, based on current XOF exchange rates. 

Niger  

The Company, through its 67%-owned interest in Brighton Energy Corporation (―Brighton‖), has five uranium 

exploration permits in Niger.  Zéline 1 (482 km
2
) and Zéline 4 (500 km

2
) expire in October 2012 and may be renewed 

for two more three year terms with permit size reductions.  The Company also holds Mining Conventions relating to 

these permits with terms of 20 years, which are renewable until the reserves are exhausted.  

The Abelajouad (2,000 km
2
) permit expires in April 2012, while the Assaouas 1 (491 km

2
) and Assaouas 2 (485 km

2
) 

permits expire in November 2012.  All three permits may be renewed for two more three year terms with permit size 

reductions.  During the three months ended September 30, 2010, the Company received formal approval from the 

Government of the Republic of Niger for a 27-month extension on all permits issued prior to August 1, 2007.  Permits 

issued subsequent to August 1, 2007 were subject to the same extension however the length of the extension was 

reduced by the time elapsed between August 1, 2007 and the permit issuance date.  This extension benefited all 

three of the newly acquired permits, as well as the Company’s two existing uranium exploration permits.   

In the year ended December 31, 2009, deferred exploration costs of $387,541, the majority of which represents the 

carrying amount of the Kossa permit, were written off as the Company was not undertaking any exploration activities 

on the project and was evaluating its options with respect to continuing exploration on the permit or other strategic 

alternatives.  During Q2 2010, the Company advised the Government of the Republic of Niger that it intended to 

officially abandon its Kossa permit and submitted its final report relating to the permit.   

4 — NON-CONTROLLING INTEREST 

On March 2, 2010, Niger Resources Inc. (―NIRES‖), a subsidiary of the Company, acquired three uranium exploration 

permits, Abelajouad, Assaouas 1 and Assaouas 2 from North Atlantic Resources Ltd. (―NAC‖) in exchange for a 20% 

interest in NIRES and CAD $250,000 (US $238,854) in cash consideration.  This resulted in the Company’s interest 

in NIRES being reduced from 100% to 80%.  A non-controlling interest was not recorded as a result of this 

transaction as the net book value of the net assets of NIRES on that date was nominal.   

On June 30, 2010, the Company’s 80%-owned subsidiary NIRES completed a non-brokered private placement 

whereby it issued 5,000,000 common shares in exchange for net proceeds of CAD $4,984,695 (US $4,806,929).  As 

a result, the Company’s ownership interest in NIRES was reduced to 53.33%.  Accordingly, the Company’s 

proportionate share of the increase in net assets of NIRES (CAD $2,658,338 or US $2,563,535) was recorded as a 

dilution gain with the balance of the increase (CAD $2,326,357 or US $2,243,394) recorded as Non-Controlling 

Interest on the Consolidated Balance Sheets.   

On August 31, 2010, all of the participants in the private placement, as well as NAC, exchanged their 7,000,000 

common shares of NIRES for equivalent common shares of Brighton, a parent of NIRES.   
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4 — NON-CONTROLLING INTEREST (continued) 

On September 8, 2010, the Company closed a share purchase agreement to purchase all outstanding shares of 

Brighton owned by NAC for CAD $1 million (US $960,523).  As a result of the transaction, the Company’s interest in 

Brighton increased to 66.67% and the Non-Controlling Interest on the Consolidated Balance Sheets was reduced by 

CAD $666,685 (US $640,366) resulting in a purchase price discrepancy of CAD $333,315 (US $320,157) which was 

allocated to Mineral Property Acquisition Costs. 

$4.1 million of the cash held at December 31, 2010, and included in the consolidated cash balance on the 

Consolidated Balance Sheets, was raised in NIRES to be used only to advance uranium exploration projects in Niger. 

5 — CAPITAL STOCK 

(a) Capital stock 

Authorized:  

An unlimited number of common shares, without par value. 

Capital stock and contributed surplus are as follows: 

   
 Common  

Shares 
Capital  

Stock 
Contributed 

Surplus 

    $  $ 

Balance, December 31, 2008  1 57,349,863  3,573,542 
     Stock-based compensation  - -  780,606 
     Contribution from IMG  - 4,424,184  - 
     Stock options exercised

1
  - 1,274,842  (571,077) 

     Issue costs  - (58,801)  - 
     Common shares issued at closing of     
       Transaction between IMG and Resources

2
  53,955,530 -  - 

Balance, December 31, 2009  53,955,531 62,990,088  3,783,071 

 Stock-based compensation  - -  1,020,870 

 Proceeds from common shares   27,715,000 62,716,844  - 

 Stock options exercised  947,500 630,881  (256,244) 

 Warrants exercised  250,000 222,857  - 

 Issue costs  - (3,741,854)  - 

Balance, December 31, 2010  82,868,031 122,818,816  4,547,697 

 
1 

Represents stock options exercised by the Company’s employees on Resources’ stock.  No shares of the Company were issued upon 

exercise. 
2 
See Note 1. 

 
On January 26, 2010, the Company completed a CAD $10,005,000 (US $9,470,844) equity financing whereby it 

issued 13,340,000 common shares at a price of CAD $0.75 per share.  The net proceeds of CAD $9,155,779 (US 

$8,666,640) from the Offering were used principally to fund ongoing exploration and development activities at the 

Company’s West African projects. 

On December 21, 2010, the Company completed a CAD $53,906,250 (US $53,246,000) equity financing whereby it 

issued 14,375,000 common shares at a price of CAD $3.75 per share.  The net proceeds of CAD $50,934,774 (US 

$50,308,350) from the Offering are to be used principally to fund ongoing exploration and development activities at 

the Company’s West African projects.
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5 — CAPITAL STOCK (continued) 

 (b) Stock option plans 

Orezone Gold Corporation 

On May 15, 2009, the Company’s shareholders approved the Company’s stock option plan (the ―Plan‖). Under the 

terms of the Plan, options may be granted to directors, officers, employees and persons providing ongoing services to 

the Company. Stock options are issued at market value based on the volume weighted average price for the five 

trading days immediately preceding the date of grant and can have a contractual term of up to ten years. The grant 

date fair value is calculated using the Black-Scholes option valuation model. The maximum number of common 

shares reserved for issuance under the Plan is equal to 10% of the Company’s issued and outstanding shares from 

time to time less the aggregate number of shares reserved for issuance or issuable under any other security based 

compensation arrangement for the Company. The Company does not presently have any other security based 

compensation arrangement.  A total of 8,286,803 options are available for issue under the Plan (representing 10% of 

the shares outstanding at December 31, 2010).   

As at December 31, 2010, there was $887,554 (December 31, 2009 - $744,855) of total unrecognized compensation 

costs related to unvested share-based compensation awards granted under the stock option plan which are expected 

to be recognized over a weighted average period of 0.95 years. 

Stock options were granted, exercised, forfeited and outstanding as follows: 

  Year ended December 31, 2010 

  
Number of  

options 

Weighted 
average  

exercise price 

   CAD$ 
Outstanding, beginning of year  5,320,000 0.39 

     Granted  995,000 1.44 

     Exercised  (947,500) (0.41) 

     Forfeited  (440,000) (0.50) 

Outstanding, end of year  4,927,500 0.59 

    
Options exercisable, December 31, 2010  2,775,000 0.46 

 
The Company’s policy is to issue new shares to satisfy share option exercises.  Share options are issued with a life of 

ten years. 

As at December 31, 2010, the following options were outstanding: 

 Outstanding  Exercisable 

Range of exercise 
prices 

Outstanding 
options 

Remaining 
contractual 

life 

Weighted 
average 

outstanding 
exercise price  

Vested 
options 

Weighted 
average 

vested 
exercise price 

CAD$  (in years) CAD$   CAD$ 

$0.00 to $0.49 3,827,500 8.35 0.39  2,517,500 0.38 

$0.50 to $0.99 750,000 9.24 0.75  157,500 0.61 

$1.00 to $1.99 - - -  - - 

$2.00 to $2.99 300,000 9.81 2.35  100,000 2.35 

$3.00 to $3.99 50,000 9.88 3.65  - - 

 4,927,500 8.59 0.59  2,775,000 0.46 
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5 — CAPITAL STOCK (continued) 

As at December 31, 2009, the following options were outstanding: 

 Outstanding  Exercisable 

Range of exercise prices 
Outstanding 

options 

Remaining 
contractual 

life 

Weighted 
average 

outstanding 
exercise price  

Vested 
options 

Weighted 
average 

vested 
exercise price 

CAD$  (in years) CAD$   CAD$ 
$0.30 to $0.39 1,735,000 9.24 0.36  1,735,000 0.36 
$0.40 to $0.49 3,235,000 9.41 0.40  - - 
$0.50 to $0.59 350,000 9.56 0.52  125,000 0.52 

 5,320,000 9.36 0.39  1,860,000 0.37 

 

During the year, the Company granted 645,000 options with an exercise price greater than the grant date market 

price (CAD $0.80).  These options were issued at a weighted average exercise price of CAD $0.85 and had a 

weighted average grant date fair value of CAD $0.65.  The Company also granted 350,000 options during the year 

with an exercise price equal to the grant date market price.  These options were granted with a weighted average 

exercise price of CAD $2.54 and a weighted average grant date fair value of CAD $1.53. 

The fair value of each option award in the year ended December 31, 2010 was estimated on the grant date using the 

Black-Scholes option valuation model, using the following weighted average assumptions:  

Expected option life* 7.8 years 

Volatility** 83%  

Risk-free interest rate*** 2.45%  

Dividend yield 0.00%  

 
* The expected option life (estimated period of time outstanding) of options granted was estimated using the historical 

exercise behaviour of employees with reference to the current weighted average life and intrinsic value of options 

outstanding as at December 31, 2010. 

**The expected volatility was based on historical volatility of the Company since its listing date excluding the first 

three months of trading data as trading volume and behaviour during this period is not indicative of longer term 

expected volatility. 

***The risk-free rate is based on the yield of a Government of Canada marketable bond in effect at the time of grant 

with an expiry commensurate with the expected life of the award. 

For the year ended December 31, 2010, stock-based compensation costs of $866,243 were expensed and $154,627 

were capitalized to deferred exploration costs (December 31, 2009 - $652,149 and $128,457).  
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5 — CAPITAL STOCK (continued) 

Brighton Energy Corporation 

On December 22, 2010, the Board of Directors of Brighton, a 67%-owned subsidiary of the Company, approved the 

Brighton Energy Corporation stock option plan (the ―2010 Plan‖). Under the terms of the 2010 Plan, options may be 

granted to directors, officers and employees of the Corporation or a related entity of the Corporation and persons 

providing ongoing services to Brighton. Stock options shall be issued at a price fixed by Brighton’s board of directors, 

if the board does not set a price the options shall be issued at no less than the price of the common shares issued as 

part of the most recent private placement (or other equity transaction) prior to the grant date.  The options can have a 

contractual term of up to ten years. The maximum number of common shares reserved for issuance under the 2010 

Plan is equal to 10% of Brighton’s issued and outstanding shares from time to time less the aggregate number of 

shares reserved for issuance or issuable under any other security based compensation arrangement for Brighton. 

Brighton does not presently have any other security based compensation arrangement.  A total of 1,500,000 options 

are available for issue under the 2010 Plan (representing 10% of the shares outstanding at December 31, 2010).  

On December 22, 2010, the Board of Brighton granted 1,500,000 options with an exercise price of CAD $1.00 and a 

life of ten years.  The options vest one year subsequent to an initial public offering by Brighton or other corporate 

transaction or immediately upon change of control. 

Given the early stage of development of Brighton’s permits, the fact that the company is not publicly traded and the 

uncertainty with respect to whether the options will ever vest, and if they will on what timing, no compensation costs 

have been recorded for the year ended December 31, 2010 related to the grant. 

As at December 31, 2010, 1,500,000 stock options were granted and outstanding with a weighted average exercise 

price of CAD $1.00, a weighted average grant date fair value of CAD $0.18 and a remaining contractual life of 9.98 

years. 

The Company’s policy is to issue new shares to satisfy share option exercises.  Share options are issued with a life of 

ten years. 

The fair value of each option award in the year ended December 31, 2010 was estimated on the grant date using the 

Black-Scholes option valuation model, using the following weighted average assumptions:  

Expected option life 3.4 years 

Volatility 20%  

Risk-free interest rate 2.08%  

Dividend yield 0.00%  

 
(c) Common share purchase warrants 

Prior to the execution of the Transaction, Standard Bank (―Standard‖) held 2,000,000 warrants to purchase common 

shares of Resources at a price of CAD $1.30 per share, expiring on August 29, 2010.  Pursuant to the warrant 

agreement and the terms of the business combination, the warrants do not expire upon a change of control.  

Standard is entitled to receive 0.08 common shares of IMG and 0.125 common shares of the Company for each 

warrant exercised subsequent to February 25, 2009.  On March 13, 2009, IMG and the Company agreed on the ratio 

of the exercise price that would be received by each in the event that Standard exercises the warrants.   

On August 26, 2010, Standard exercised its warrants in the Company and as a result the Company issued 250,000 

common shares in exchange for CAD $234,000 (US $222,857). 
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5 — CAPITAL STOCK (continued) 

On October 4, 2010, the Board of Orezone Inc., a wholly-owned subsidiary of the Company, approved the issuance 

of 545,000 warrants to certain members of the Company and its subsidiaries’ management and board of directors to 

purchase 545,000 of the common shares of Brighton held by Orezone Inc.  The warrants were issued at a price of 

CAD $1.00, vest immediately and expire one year subsequent to the date of an initial public offering by Brighton or 

other corporate transaction.  The Company has recorded compensation costs of $66,928 with respect to these 

warrants for the year ended December 31, 2010. 

(d) Earnings (loss) per share 

Basic earnings (loss) per share computation: 2010 2009 

 $ $ 
Numerator:   
  Net income (loss)  1,315,338 (1,752,387) 

 Number Number 
Denominator:   
  Weighted average common shares outstanding 67,173,805 53,876,556 

Basic earnings (loss) per share $0.02 $(0.03) 

 
Diluted earnings (loss) per share computation: 2010 2009 

 $ $ 
Numerator:   
  Net income (loss)  1,315,338 (1,752,387) 

 Number Number 
Denominator:   
  Weighted average common shares outstanding 67,173,805 53,876,556 
  Dilutive effect of employee stock options and warrants 2,696,825 - 

Total average common shares outstanding 69,870,630 53,876,556 

Diluted earnings (loss) per share $0.02 $(0.03) 

 

None of the outstanding stock options or warrants have been included in the diluted loss per share calculation for the 

year ended December 31, 2009 as the impact would be antidilutive. 

6 – INFORMATION INCLUDED IN THE CONSOLIDATED STATEMENTS OF CASH FLOWS 

Changes in non-cash working capital related to operating activities for the years ended December 31 were as follows: 

    2010 2009 

    $ $ 
Sales taxes and other receivables    (32,805) 125,093 
Prepaid expenses and other assets    (46,212) 107,485 
Investments    - 18,261 
Accounts payable and accrued liabilities    481,859 (233,350) 

    402,842 17,489 
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6 – INFORMATION INCLUDED IN THE CONSOLIDATED STATEMENTS OF CASH FLOWS (continued) 

Items not affecting cash related to the additions to expenditures on exploration properties for the years ended 

December 31 were as follows: 

    2010 2009 

Non-cash items    $ $ 
   Amortization of capital assets    207,500 150,517 
   Stock-based compensation    154,627 128,457 

    362,127 278,974 

      
Changes in non-cash working capital      
   Sales taxes and other receivables    (5,162) 3,177 
   Prepaid expenses and other assets    (526,609) 87,349 
   Accounts payable and accrued liabilities    (159,964) 211,051 

    (691,735) 301,577 

 
Items not affecting cash related to the share issuance costs for the years ended December 31 were as follows: 

    2010 2009 

Changes in non-cash working capital    $ $ 
   Accounts payable and accrued liabilities    98,776 - 

 

7 — SEGMENTED INFORMATION 

The Company operates in one business segment being the acquisition, exploration and potential development of 

precious metal properties.  Operations are carried out through a wholly owned subsidiary, Orezone Inc., incorporated 

in the British Virgin Islands.  Exploration properties (see Note 3) segmented by geographic area were as follows: 

 
December 31, 

2010 
December 31, 

2009 

 $ $ 
Canada 30,201 37,651 
Burkina Faso 35,938,592 30,662,508 
Niger 1,931,791 514,959 

 37,900,584 31,215,118 

 

Total expenditures for additions to capital assets segmented by geographic area were as follows: 

 

December 31, 
2010 

December 31, 
2009 

 $ $ 
Canada 20,557 - 
Burkina Faso 5,536,070 3,198,381 
Niger 1,585,306 349,761 

 7,141,933 3,548,142 

These amounts include additions to property, plant and equipment as well as mineral property acquisition costs and 

deferred exploration costs on the basis that both of these have the characteristics of property, plant and equipment. 

8 — FINANCIAL INSTRUMENTS AND RISKS 

The Company’s financial instruments consist of cash, other receivables, deposits, accounts payable and accrued 

liabilities.  The fair value of other receivables, deposits and accounts payable and accrued liabilities are equivalent to 

their carrying amounts given their short maturity period.  The other receivables balance of $61,450 and the accounts 

payable and accrued liabilities balance of $912,893 at December 31, 2010 includes taxes receivable of $31,758 and 

taxes payable of $93,262 which do not meet the definition of financial instruments. 
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8 — FINANCIAL INSTRUMENTS AND RISKS (continued) 

Financial instrument risks 

(a) Currency risk 

In the normal course of operations, the Company is exposed to currency risk due to business transactions in foreign 

countries.  The Company mainly transacts in United States dollars (―USD‖), Canadian dollars (―CAD‖), Euros (―EUR‖), 

and Communauté Financière Africaine francs (―CFA‖).  Currency risk is the risk that the fair value or future cash flows 

of a financial instrument will fluctuate because of changes in foreign exchange rates.   

The US dollar equivalent of the Company’s financial instruments by currency of denomination were as follows: 

 December 31, 2010 

 USD       CAD  EUR & CFA
1
  Total 

Financial assets      
Cash  883,221 59,578,326 856,666  61,318,213 

Other receivables - 26,693 2,999  29,692 

Deposits - - 60,746  60,746 

 883,221 59,605,019 920,411  61,408,651 
     
Financial liabilities     

Accounts payable and  
    accrued liabilities (54,544) (634,295) (130,792)  (819,631) 

Net financial assets  828,677 58,970,724 789,619  60,589,020 
 

1
 The financial instruments held in EUR and CFA have been presented together as the CFA is pegged to the EUR. 

A 10% weakening against the US dollar of the currencies to which the Company had exposure at December 31, 2010 

would have had the following effects in the year ended December 31, 2010 (a 10% strengthening against the US 

dollar would have had the opposite effect): 

 Foreign exchange 
losses 

CAD (5,897,072) 
EUR & CFA (78,962) 

 (5,976,034) 

 

The fair value hierarchy of financial instruments measured at fair value on the consolidated balance sheets is as 

follows: 

 

December 31,  
2010 

December 31, 
2009 

 Level 1 Level 1 
Cash 61,318,213 4,538,551 
Government deposits - 108,827 

 

The Company does not have financial instruments which are valued based on Level 2 or Level 3 inputs. 

 

(b) Liquidity risk 

The Company’s approach to managing liquidity is to ensure that it will have sufficient liquidity to meet its liabilities 

when due.  The Company has sufficient resources to meet its obligations as they become due as a result of the 

equity financings which closed on January 26, 2010 and December 21, 2010 (see Note 5) and the private placement 

which closed on June 30, 2010 (see Note 4).  There can be no assurance that the Company will be able to continue 

to raise sufficient capital to meet future obligations as they become due. 

The Company’s accounts payable and accrued liabilities are due within one year of the balance sheet date.
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8— FINANCIAL INSTRUMENTS AND RISKS (continued) 

(c) Credit risk 

The Company’s cash and other receivables are exposed to credit risk, which is the risk that the counterparties to the 

Company’s financial instruments will fail to discharge their obligations to the Company.   The amount of credit risk to 

which the Company is exposed is insignificant due to cash being held in a Canadian chartered bank and the limited 

amount of other receivables. 

(d) Title risk 

Title to mineral properties and exploration rights involves certain inherent risks due to the potential for problems 

arising from the ambiguous conveyancing history characteristic of many mining properties and from political risk 

associated with the countries in which the Company carries out its exploration activities.  The Company has taken all 

reasonable steps to ensure it has proper title to its properties.  However, no guarantees can be provided that there 

are no unregistered agreements, claims or defects which may result in the Company’s title to its properties being 

challenged.  Furthermore, the Company requires a number of different permits and licenses in order to carry on its 

business and there can be no assurance that they will be renewed upon expiry.  The Company is also subject to the 

risk that a new mineral exploration permit or mining permit will not be issued upon expiration of the third term of an 

exploration permit.  

9 — INCOME TAXES 

The Company’s income tax provision differs from the amount resulting from the application of the Canadian statutory 

income tax rate.  As of the closing of the Transaction on February 25, 2009 (Note 1), the Company was no longer 

able to realize the benefits associated with the loss carry-forwards of Resources.  On this basis, these amounts were 

included as permanent differences for periods prior to February 25, 2009.  A reconciliation of the combined Canadian 

federal and provincial income tax rates with the Company’s effective tax rate is as follows: 

 

 2010 2009 

 $ $ 
Income (loss) before income taxes 1,315,338 (1,752,387) 
Statutory rate 31.00% 33.00% 

Estimated balance due (recovery) of income taxes 407,755 (578,288) 
   
Permanent differences (515,901) 486,643 
Change in valuation allowance 77,356 26,141 
Other 30,790 65,504 

Recovery of income taxes - - 

 

The Canadian statutory income tax rate of 31.00% is comprised of the federal income tax rate at approximately 

18.00% and the provincial income tax rate at approximately 13.00%. 

 

The primary differences which give rise to the future income tax recoveries at December 31 are as follows: 

 2010 2009 

 $ $ 
Future income tax assets   
   Mineral exploration properties - 1,297,440 
   Share issuance costs 765,455 7,275 
   Operating losses carried forward 342,900 65,386 
   Property, plant and equipment 556,775 217,673 

 1,665,130 1,587,774 
   Less: valuation allowance (1,665,130) (1,587,774) 

Net future taxes - - 
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9 — INCOME TAXES (continued) 

The tax benefit of share issuance costs when recorded will increase share capital.  

Since February 25, 2009, the Company’s operations have generated income tax loss carry forwards of approximately 

$1,371,600 (December 31, 2009 - $261,245) for Canadian income tax purposes.  The unamortized balance, for 

income tax purposes, of share issuance fees related to shares issued by Orezone to raise equity capital for the 

benefit of the Company amounts to approximately $3,061,820 (December 31, 2009 - $29,099) and will be deductible 

by Orezone over the next four years.  These tax deductions and loss carry forwards reside in Orezone.   

The Company’s foreign operations have generated cumulative resource-related tax deductions of approximately 

$34,977,601 (December 31, 2009 - $33,159,695) available to reduce future income taxes over an indefinite period in 

Burkina Faso and Niger.  The Burkinabe corporate income tax rate is 27.5% while the rate in Niger is 30%.  

Resource-related deductions are tracked by project and can be applied to reduce future income earned on the same 

project should it be taken to production.  These tax deductions and carry forwards reside in the Company’s subsidiary 

operations in Burkina Faso and Niger. 

10 — CAPITAL MANAGEMENT 

As at December 31, 2010, the Company’s capital consisted of cash of $61,318,213 and common shares of 

$122,818,816 (December 31, 2009 - $4,538,551 and $62,990,088 respectively).   

The Company’s primary objectives in managing its capital are to maintain sufficient levels of capital to continue its 

current exploration, development and other operating activities, and to maintain sufficient financial strength and 

flexibility to support additional future investments in the development of the Company’s mining properties.  The 

Company achieves its objectives by rationally allocating capital in accordance with management’s strategies and 

periodically raising capital from investors.   

The Company’s capital structure was modified during the year ended December 31, 2010 in order to meet these 

objectives.  In January 2010, the Company undertook an equity financing at CAD $0.75 per share with gross 

proceeds of CAD $10,005,000 (net proceeds of CAD $9,155,779) and in December 2010, the Company undertook 

another equity financing at CAD $3.75 per share for gross proceeds of CAD $53,906,250 (net proceeds of CAD 

$50,934,774).  As well, in August 2010, the Company’s warrants were exercised, resulting in the issuance of 250,000 

common shares at CAD $0.94 per share for gross proceeds of CAD $234,000. 

11 — COMMITMENTS 

During the year the Company entered into contracts for drilling, metallurgical testing, airborne geophysical surveys, 

in-hole geophysics and camp construction costs in the amounts of $3,802,687.  The schedule of payments is 

dependent upon the contractors’ ability to complete the various milestones however it is expected that all of the 

commitments will be payable during the 2011 fiscal year. 

Subsequent to year-end, the Company entered into additional contracts for a Preliminary Economic Assessment and 

scoping study on its Bomboré and Sega projects, additional drilling, satellite imagery and camp construction costs in 

the amount of $3,111,516 which are expected to be payable during the 2011 fiscal year. 
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12 — RELATED PARTY TRANSACTIONS 

In the year ended December 31, 2010, the Company charged $34,055 (December 31, 2009 – $15,103) in 

administrative fees to Northern Graphite (―Northern‖) for rent, expenses incurred on its behalf and administrative and 

geological services that were provided by the Company to Northern during the period.  During these periods, the 

Company’s former Senior Vice President (―SVP‖) was a director and President of Northern as well as a director of 

Northern’s parent company, Industrial Minerals Inc.  The Company’s former SVP continues to act in the capacity of 

director for three of the Company’s subsidiaries.  The Company’s President and CEO is a director of Northern. 

13 — SUBSEQUENT EVENTS 

On February 9, 2011 the Board approved the issuance of 1,055,000 stock options to the Company’s employees and 

directors at a strike price of CAD $4.00 per share.  The options vest in two years, except for new participants in the 

Plan for whom one-third of the options vest immediately and the remaining two-thirds vest in equal amounts on the 

one and two year anniversary dates.  All of the options granted on February 9, 2011 expire on February 9, 2021.   

14— COMPARATIVE FIGURES 

Certain comparative figures in the Financial Statements have been reclassified to be consistent with the current 

year’s presentation.  The TVA, gain on disposal of capital assets and foreign exchange gain categories previously 

presented separately on the consolidated statements of deferred exploration costs have been combined and 

presented under the category ―Other.‖ 
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