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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2011

Date of Report: August 26, 2011
General

The following Management's Discussion and Analysis (“MD&A”) of Mega Precious Metals Inc. (the “Corporation” or
“Mega”) should be read in conjunction with the unaudited condensed consolidated interim financial statements for three
and six months ended June 30, 2011 and the notes thereto. The Corporation’s condensed consolidated interim financial
statements have been prepared in accordance with International financial reporting standards (“IFRS”). Unless
otherwise stated, all amounts discussed herein are denominated in Canadian dollars. This MD&A was prepared as of
August 26, 2011, and all information is current as of such date. Readers are encouraged to read the Corporation’s
public information filings on SEDAR at www.sedar.com.

This discussion provides management's analysis of Mega’s historical financial and operating results and provides
estimates of Mega’s future financial and operating performance based on information currently available. Actual results
will vary from estimates and the variances may be significant. Readers should be aware that historical results are not
necessarily indicative of future performance.

Certain information set forth in this MD&A, including management's assessment of the Corporation's future plans and
operations, contains forward-looking statements. By their nature, forward-looking statements are subject to numerous
risks and uncertainties, some of which are beyond the Corporation’s control, including the impact of general economic
conditions, industry conditions, volatility of commodity prices, currency fluctuations, imprecision of reserve estimates,
environmental risks, competition from other industry participants, the lack of availability of qualified personnel or
management, stock market volatility and ability to access sufficient capital from internal and external sources. Readers
are cautioned that the assumptions used in the preparation of such information, although considered reasonable at the
time of preparation, may prove to be inaccurate and, as such, reliance should not be placed on forward-looking
statements. Mega’'s actual results, performance or achievement could differ materially from those expressed in, or
implied by, these forward-looking statements and, accordingly, no assurance can be given that any of the events
anticipated by the forward-looking statements will transpire or occur, or if any of them do so, what benefits, if any, that
Mega will derive there from. Mega disclaims any intention or obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise except as required by applicable law.

Corporate Overview

Mega Precious Metals Inc. is a Canadian-based junior exploration and development company with exploration projects
throughout Canada. The principal business of the Corporation is the acquisition, exploration and development of high
value mineral properties.
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Highlights

The second quarter of 2011 saw Mega continue to execute on its strategy to developing mineable resources at its

advanced exploration projects and continue to aggressively evaluate high value exploration opportunities.

e Current 1.82 million ounce resource (Measured + Indicated + Inferred) - Monument Bay and North Madsen
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1,000,000 V7

500,000 V7

O_

Q4 2009 Q4 2010 Q2 2011

¢« A Recent Resource update at Monument Bay saw a 47% overall increase in (Measured + Indicated+ Inferred)

gold resources to 1.78 million ounces since Q4 2009

¢ Mega has executed over 25,000 metres of new drilling in 2011 at the Red Lake and Monument Bay Projects

B Measured Ounces
B Indicated Ounces
O Inferred Ounces

GOLD RESOURCES as of June 30, 2011

Project Tonnes (000) Grade g/t Au Ounces Category
222 12.48 88,905 Measured
2,199 7.12 503,188 Indicated
Monument Bay 2,421 7.61 592,093 M+ |
6,147 6.01 1,187,091 Inferred
8,568 6.46 1,779,184 Total
395 2.56 32,511 Indicated
North Madsen 395 2.56 32,511 M+ 1
(Red Lake) 32 3.32 3,416 Inferred
427 2.62 35,927 Total
Total Resources 8,995 6.28 1,815,111 Total

Headway

Deep High-Grade Target in Hanging Wall of Red Lake Gold Mines

Satterly

Early Stage Project Evaluation and Target Development (Adjacent GCU Discovery)
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Summer / Fall Planned Exploration

Project Drilling (m) | Costs ($000) Activity

Continued Drilling to expand both underground and open
pit Resources
15,000 $4,000 Resource Update Planned 4th Quarter/2011
Target > 300,000 M&I Gold Ounces
> 2,000,000 Total Gold Ounces

Monument
Bay

Completion of Delineation Drilling on Laverty and

East My-Ritt
N(()geh d'\ﬁz(lj(?a)en 7,500 $800 Resource Update Planned Sept/2011
Target > 300,000 M&l Gold Ounces
> 1,000,000 Total Gold Ounces
Headway . . .
(Red Lake) 1,500 $800 Completion of active drilling to 3km depth
Satterly - $100 Geophysics, Prospecting, Geochemistry
(Red Lake) ' !
Total 24,000 $5,700

OPERATIONAL HIGHLIGHTS Q1 2011

ONTARIO PROJECTS — RED LAKE AREA

Monument Bay Project

Mega’s most advanced project, Monument Bay, has steadily and positively progressed since Mega acquired the project
in December 2010.

During Q2, 2011, Mega Management performed a comprehensive due-diligence study of historical drill core and
completed a compilation of all technical data available, including the results of the winter drill campaign. The Monument
Bay deposit is now estimated to contain: NI 43-101 compliant Measured Resource of 221,510 tonnes grading 12.48
g/tonne, plus an Indicated Resource of 2,199,100 tonnes grading 7.12 g/tonne plus Inferred Resources of
6,147,000 tonnes grading 6.01 g/tonne using a 3.0 g/tonne cut off grade.

This upgrade equates to a 47% increase of gold in all categories compared to the previously reported Inferred Resource
of 6,300,000 tonnes grading 5.98 g/tonne at a 3 g/tonne cut off grade which equates to 1,294,999 contained ounces.
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MEGA June 28, 2011
Monument Bay Mineral Resource Estimate
Classification Tonnes Gold Grade (grams/tonne) Contained Ounces

Measured 221,510 12.48 88,905
Indicated 2,199,100 7.12 503,188
Measured+ Indicated

Sub Total 2,420,610 7.61 592,003
Inferred 6,147,000 6.01 1,187,091

The estimates are in-situ and undiluted and figures are rounded. Resource model is using a 3 g/tonne cut off

The resource estimate was based on geological data provided by representatives from Mega and the most recent 2011
drilling analytical analysis was provided by Accurassay Labs. The update incorporates drilling conducted from surface
during the first 4 months of 2011 consisting of 18 holes for a total of 8,845 metres.

The present geological interpretation of gold mineralization in the Twin Lakes area recognizes 18 discrete mineralized
zones that have an orientation of 100 azimuth and dip to the northeast at about 70°. The veins are distributed over an
east-west distance of moe than 5 kilometres.

The block model resource estimate prepared by Wardrop, was based on 115,897 metres of diamond drilling in 438
diamond drill holes carried out between Q4-1990 and April 30 2011

During Q2 2011, Mega focused its advanced exploration program on the central portion of the mineral deposit and
drilled 16 diamond drill holes for a total of 6,668 metres

Mega is currently in the midst of a 15,000 metre summer/fall drill program that is focused on expanding the resource
both from an underground and open pit potential. The deposit is open on strike and open to depth and there are
numerous untested target areas outside the main zones that have never been tested.

Mega is currently finalizing its environmental/mine closure plan so it can position itself to apply for an advanced
exploration permit and be in a position to start an underground exploration ramp in early 2012.

North Madsen Project

In Q1 2011, following a comprehensive due-diligence study of the historical drill core and a compilation of all technical
data available for the Project, the Company initiated an exploration project that focused on: (1) defining the economic
potential and ultimate size of the mineralized systems by systematic drilling along strike and down plunge; and (2)
searching for new gold zones within the auriferous grantic pluton complex.
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During Q2 2011, Mega focused its exploration drill program on two of the 7 mineralised structures on the Laverty and
My-Ritt properties. The Main Zone had a total of 1,159 metres drilled during the second quarter and the Buffalo
Extension had a total of 3,772.8 metres drilled.

The drill results on the Buffalo Extension confirmed the continuation of two gold bearing mineralization styles that extend
along the known Buffalo mine mineralization and across the southern portion of our claim group, which is approximately
600 metres in length.

To date, 6176 metres of drilling has been completed on the Laverty Dyke structure, 15,388 metres of drilling has been
completed on the Main Zone structure (including the west and south extensions), 1,730 metres of drilling has been
completed on the South and Central zones and 7860 metres has been completed on the Buffalo Extension. Drill
sections and maps can be viewed in Mega’s photo gallery at

http://www.megapmi.com/madsen_gallery

Back in June 2010, an NI 43-101 resource was released for the Laverty Dyke. During the third quarter of 2011, Mega
will be completing an updated NI 43-101 compliant resource that will include the Laverty Dyke plus the 6 other
mineraliszed structures that have been outlined by the closely spaced drill program.

The North Madsen Project, comprised of the Laverty (6 patented mining claims), East My-Ritt (eight patented mining
claims) and Skookum properties, is another product of management’s aggressive consolidation effort throughout 2009.
The properties that comprise the North Madsen Project are believed to be part of a much larger gold system that
encompasses the adjacent Howey, Hasaga and Gold Shore mine properties which produced approximately 640,000
ounces of gold within host rock units similar to those located on the North Madsen Project. Previous diamond drilling
results on these properties include 7.74 grams per tonne (g/t) gold over 11.2 metres to 18.2 g/t gold over 3.65 metres.
While the Red Lake Gold district is famous for its high grade gold discoveries, it is a relatively young gold camp and
management believes that the future of this district includes not only the potential for new high grade gold discoveries,
but also the potential to consolidate low to medium grade resources which can be mined and then processed at a large,
centralized milling facility.

Headway Property

The Headway Project was acquired by Mega in October, 2009. Located at the southern border of Goldcorp’s Red Lake
Gold Mine property, the Headway Project lies at the intersection of the Madsen, East Bay and NW Mine Trends, the
same three trends that have hosted many of Red Lakes most significant past discoveries. Given its proximity to the Red
Lake Gold Mine coupled with the well documented plunge direction of the high grade ore shoots the Headway Project is
viewed by Mega as a strategic play on Goldcorp’s existing underground infrastructure.

During Q2 2011, both drill holes continued to penetrate the lower balmer mafic volcanics that currently host the
sulphiditic mineralization ore type at the Red Lake Mine (see Headway Strategraphy posted on our mega website).
These holes have been designed to continue through these lower mafic volcanics and penetrate the upper sequence of
balmer mafic volcanics that host the current high grade plunging mineralization at the Red Lake Gold Mine.

In the second quarter 2011 MH0901-1 drilled from 1860 to 2586m equates to 726 m drilled and at June 30, 2011 the drill
hole is at a depth of 2586m. MH1103 drilled from 827-2103 m, equates to 1,276 m drilled and at June 30, 2011 is at a
depth of 2103m.The geological model to date has been both tested and proven to at least 2603 metres and counting.
The next step is to push these drills a little deeper and prove that the structural corridor contains economic
mineralization. Mega believes that the potential for a high grade gold discovery at Headway project is high if continuity in
both the geological stratigraphy and major structural corridors that control high grade mineralization can be established
in the vicinity of this existing underground infrastructure. Mega’'s plan for the Headway property therefore is to
demonstrate continuity in the geological and structural controls that define the Red Lake Gold Mine.

While the Headway drill program is slow and complicated, focusing on targeted drilling, management is extremely
pleased with its progress and the success to date has only increased management’s optimism that Mega will enjoy
continued success with the program.
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Drill sections and maps can be viewed in Mega’s photo gallery http://www.megapmi.com/headway_gallery

Satterly Property

On May 9, 2011 the Corporation entered into an agreement in respect to an option to acquire a 100% interest in twenty
two (22) mining claims located in the Satterly and Casummit Lake are of the Red Lake mining division in the Province of
Ontario.

NUNAVUT PROJECT

The Blue Caribou Project is one of several projects acquired by Skybridge Development Corp. prior to the
reorganization. In May 2009, independent consulting geologist, G. Harron and Associates on behalf of Mega, completed
a NI 43-101 compliant inferred resource estimate of 2.77 million tonnes averaging 2.82% Copper, 0.06% Molybdenum,
31.26 g/t Silver and 0.20 g/t Gold based on the drill results of 2008 drill program (reported in Press Release dated June
9, 2009).

In June 2009, Mega set out to determine the most cost effective way of establishing the potential for growth in the Blue
Caribou resource, and thus the future potential of the Project. = Two diamond drill holes, (BC09-series), 400 meters
apart, intersected the down dip extension of the inferred resource.

Mega is very encouraged by the results of its 2009 exploration program which establishes continuity in the deposit from
the current resource bottom at 90 metres to Mega’s recent drill intercept at 225 metres. These results are consistent
with Mega’s exploration model, and demonstrate the potential to increase the deposit significantly at depth. Mega sees
great potential associated with the Blue Caribou deposit and views the project as a strategic option on both the price of
copper and future infrastructure development within the region.

IN 2010 Mega engaged SGS - Lakefield Research of Lakefield, Ontario to complete geometallurgical testing on the
Copper Zone drill core in preparation for project scoping studies to establish the economic potential of the deposit. The
final report was received in January 2011.

The 2009-2010 drill map can be viewed in Mega’s photo gallery, http://www.megapmi.com/nunavut gallery.

YUKON

Based on a thorough assessment of the Yukon Project's exploration potential late in 2009 the Corporation did not
budget for continued exploration in the region during 2010 and began to divest its Yukon property interests.

At December 31, 2010 the Corporation’s only remaining interest in the Yukon was its Spidermann properties and on
May 20, 2011 the Corporation finalized the sale of its Spidermann property interests.

Quality Control & Assurance

On all projects, channel sampling and diamond drill core sampling was conducted under NI 43-101 quality assurance
and quality control reporting standards. QA/QC procedures include the insertion of two blind independent gold standards
and blank samples into the sample stream by Mega project geologists. Duplicate analytical determinations on sample
pulps are conducted on every 10" sample, and replicate analysis of reject samples are completed on each 50" sample.
Gravimetric check analysis is undertaken on all original assays with greater than 3 grams per tonne. Analytical values
greater than 15 grams are usually subjected to a Pulp Metallic analytical technique. Assay results are completed at
Accurassay Laboratories, a commercial mineral analysis laboratory in Thunder Bay, Ontario, accredited for preparation
and mineral analysis utilizing both fire assay and screen metallic methods. Independent analytical check sampling is
completed by Activation Laboratories of Ancaster, Ontario with accredited analytical facilities in Thunder Bay, Ontario.
The Yukon project utilized Acme Analytical Laboratories in Vancouver, BC, accredited for preparation and mineral
analysis. A Chain of Custody protocol for the handling of samples from all projects to the laboratories and between
laboratories was rigorously followed.
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Results of Operations

The following table provides selected financial information and should be read in conjunction with the
Corporation’s audited consolidated financial statements for the periods below.

Year ended Year ended Year ended
December 31, December 31, December 31,
2010 2009 2008
$ $ $
(Under IFRS) (Under CDN GAAP) (Under CDN GAAP)
Operations
Total revenue 39,496 118,105 465,958
Loss for the year 2,094,317 2,594,562 6,505,037
Basic and diluted loss per share - 0.08 0.25
Balance Sheet
Working capital 3,984,331 11,713,985 11,546,634
Total assets 36,188,641 24,802,884 12,147,725
Total liabilities 3,257,284 1,425,876 120,558

The six months ended June 30, 2011 is the second reporting period completed using International financial reporting
standards (“IFRS"). Previously, the Corporation prepared its consolidated annual and consolidated interim financial
statements in accordance with Canadian GAAP. An explanation of the impact of the transition from Canadian GAAP
to IFRS is included below.

Summary of Quarterly Results

The following table sets out selected quarterly financial data for the most recently completed interim quarters:

2011 2011 2010 2010 2010 2010 2009 2009
Quarter Second First Fourth Third Second First Fourth Third
(%) (%) ©) (%) 6) (%) ) &)
Under IFRS Under CDN GAAP
Revenue 4,280 5,368 13,781 11,333 11,339 3,043 2,357 -
Operating 1,231,104 | 647,325 | 558,006 | 645665 | 749,422 | 622,181 | 719,527 | 733,806
Expenses
Loss from

operating activities |(231:104) | (41.956) | (544,225) |(845,665) | (749,422) | (614,826) | (717,170) | (733,806)

Comprehensive

) (1,714,309) | (895,016) [(1,291,473) | 91,780 (247,943) | (646,690) | 1,053,010 |[(2,417,157)
income (loss)

Net Earnings
(loss) per common
share (basic and
diluted)

(0.03) (0.01) (0.02) 0.00 (0.01) (0.02) 0.05 (0.08)




N

PRECIOUS METALS 2

(Formerly Mega Silver Inc.)

Overall Performance

Comprehensive loss for the three months ended June 30, 2011 was $1,714,309 compared to the comprehensive loss of
$1,500,392 during the same period of the previous year. The previous year loss was influenced by an increase in
share-based payments expense of $13,151 and a reduction in future income tax recoveries of $1,667,904. The
reduction in future income tax recoveries was due primarily to the adoption of IFRS policies with respect to the
derecognition of future tax assets. In previous year's the Corporation had recognized future tax assets associated with
loss carry forward’s and share-issue costs.

Under Canadian income tax legislation, a company is permitted to issue flow through shares whereby the company
agrees to incur qualifying expenditures and renounce the related income tax deductions to the investors. The
Corporation allocates the proceeds from the issuance of these shares between the offering of shares and the sale of tax
benefits. The allocation is made based on the difference between the quoted price of the shares and the amount the
investor pays for the shares. As a result of this most recent financing, the Corporation has set up $1,868,750 as a
deferred flow through premium liability for the difference. The liability is reversed when the expenditures are made and
is recorded in the statement of loss and comprehensive loss. The spending also gives rise to a deferred tax timing
difference between the carrying value and tax value of the qualifying expenditure.

The Corporation recorded $4,280 in interest revenue during the three months ended June 30, 2011 compared to
$11,339 during the same period in the previous year. These amount are comparable and are expected to remain
consistent throughout the year.

Operating expenses were $481,682 higher during the three months ended June 30, 2011 compared to the same period
in the previous year. The most significant component of operating expenses responsible for the difference was share-
based payments which increased $495,070 from that of the prior year. Offsetting the change in share-based payments
was a 100% decrease in the flow-through interest penalty of $20,388 as the Corporation did not complete a flow-through
financing during 2010 and therefore was not subject to the associated interest penalty during 2011. Professional fees
also decreased by $10,675, or 12% from $83,904 in the prior year to $73,229 in the current. Of the $1,231,104 in
operating expenses incurred during the three months ended June 30, 2011, $881,038 related to non-cash charges for
share-based payments and $7,090 related to non-cash charges for depreciation. Despite the added administrative load
associated with the acquisition of Rolling Rock Resources and the Monument Bay Project, General and administrative
expenses increased only slightly from $240,580 to $243,598. The major components of general and administrative
expenses include listing fees of $739, transfer agent fees of $1,663, corporate accounting fees of $29,290, insurance
costs of $4,538, investor relations costs of $21,587, lease expenses of $20,294, and salaries and wages of $76,180.

At June 30, 2011 the Corporation had exploration and evaluation assets of $38,811,958, with the breakdown as follows:

Mineral Property Exploration and Development Expenditures At June 30, 2011
Ontario

North Madsen property $ 5,998,092
Headway property 3,984,094
Manitoba

Monument Bay 18,484,116
Domain 1,678,866
Nunavut

Blue Caribou property 8,494,218
Other 172,572

Total $38,811,958
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Exploration and evaluation programs during the six months ended June 30, 2011 resulted in $7,698,166 in related
expenditures compared to $2,277,292 during the same period in the prior year.

Of the $7,698,166 in total exploration expenditures incurred by Mega during the period, over 65% or $5,004,648 was in
relation to diamond drilling at the Monument Bay project. Other exploration expenditures incurred during the period
were $1,356,672 in relation to diamond drilling on the North Madsen project and $1,061,265 in relation to diamond
drilling on the Corporation’s Headway project.

As a result of the change to IFRS, the Corporation derecognized a future tax bump on the acquisition the Blue Caribou
property.

A summary of the year to date mineral property expenditures is as follows:
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Balance Balance
. . Balance
January 01, Expenditures December 31, Expenditures
2010 2010 June 30, 2011
(Audited) (Audited) (Unaudited)
BLUE CARIBOU, NUNAVUT, CANADA
Deferred Exploration:
Analytical $ 12,629 $ 1,200 $ 13,829 $ 2,088 $ 15,917
Geological 44,652 20,705 65,357 (5,000) 60,357
Geophysical 77,691 12,586 90,277 - 90,277
Fuel (4,800) - (4,800) - (4,800)
Transportation and
accommodation 6,805 - 6,805 - 6,805
Exploratory drilling 325,001 (1,255) 323,746 - 323,746
Property work 3,484 - 3,484 - 3,484
Advanced property work - 87,993 87,993 2 87,995
Operations support 72,520 (903) 71,617 30 71,647
Administration 471,626 19,240 490,866 49 490,915
1,009,608 139,566 1,149,174 (2,831) 1,146,343
Deferred Development:
Acquisition costs and option
payment paid 7,349,005 - 7,349,005 (1,130) 7,347,875
7,349,005 - 7,349,005 (1,130) 7,347,875
8,358,613 139,566 8,498,179 (3,961) 8,494,218
NORTH MADSEN, ONTARIO, CANADA
Deferred Exploration:
Analytical 127,143 269,262 396,405 110,604 507,009
Geological 85,454 222,777 308,231 120,822 429,053
Geophysical 86,439 50,000 136,439 - 136,439
Geochemical 3,747 - 3,747 - 3,747
Fuel 2,094 4,827 6,921 2,593 9,514
Transportation and
accommodation 77,509 75,972 153,481 38,681 192,162
Exploratory drilling 527,654 1,412,519 1,940,173 949,016 2,889,189
Property work 91,788 110,540 202,328 11,827 214,155
Operations support 94,876 88,891 183,767 51,567 235,334
Administration 118,013 192,737 310,750 71,562 382,312
1,214,717 2,427,525 3,642,242 1,356,672 4,998,914
Deferred Development:
Acquisition costs and option
payments paid 608,258 295,920 904,178 95,000 999,178
608,258 295,920 904,178 95,000 999,178
1,822,975 2,723,445 4,546,420 1,451,672 5,998,092
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Balance Balance
. . Balance
January 01, Expenditures December 31, Expenditures
2010 2010 June 30, 2011
(Audited) (Audited) (Unaudited)
HEADWAY, ONTARIO, CANADA
Deferred Exploration:
Analytical 3,434 32,172 35,606 64 35,670
Geological 21,066 83,140 104,206 53,364 157,570
Geophysical 7,858 - 7,858 - 7,858
Geochemical 1,930 4,506 6,436 - 6,436
Fuel - 2,237 2,237 1,015 3,252
Transportation and
accommodation 8,295 18,151 26,446 6,236 32,682
Exploratory drilling 163,428 1,755,352 1,918,780 902,077 2,820,857
Property work 30 24,132 24,162 1,295 25,457
Advanced property work - - - 23 23
Operations support 970 34,373 35,343 41,759 77,102
Administration 35,868 173,387 209,255 55,432 264,687
242,879 2,127,450 2,370,329 1,061,265 3,431,594
Deferred Development:
Acquisition costs and option
payments paid 466,000 86,500 552,500 - 552,500
466,000 86,500 552,500 - 552,500
708,879 2,213,950 2,922,829 1,061,265 3,984,094
MONUMENT BAY, MANITOBA, CANADA
Deferred Exploration:
Analytical - - - 43,414 43,414
Geological - 62,433 62,433 444,150 506,583
Fuel - - - 309,267 309,267
Transportation and
accommodation - 5,953 5,953 1,346,118 1,352,071
Exploratory drilling - - - 1,812,485 1,812,485
Property work - - - 113,623 113,623
Advanced property work - - - 17,298 17,298
Operations support - - - 666,722 666,722
Administration - 4,436 4,436 251,571 256,007
- 72,822 72,822 5,004,648 5,077,470
Deferred Development:
Acquisition costs and option
payments paid - 13,406,646 13,406,646 - 13,406,646
- 13,406,646 13,406,646 - 13,406,646
- 13,479,468 13,479,468 5,004,648 18,484,116

August 18, 2011 5:13 PM DRAFT FOR DISCUSSION
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Balance Balance
. . Balance
January 01, Expenditures December 31, Expenditures
2010 2010 June 30, 2011
(Audited) (Audited) (Unaudited)
DOMAIN (JV), MANITOBA, CANADA
Deferred Exploration:
Deferred Development:
Acquisition costs and option
payments paid - 2,033,274 2,033,274 - 2,033,274
Option payments received - (354,408) (354,408) - (354,408)
- 1,678,866 1,678,866 - 1,678,866
- 1,678,866 1,678,866 - 1,678,866
OTHER AREAS
Deferred Exploration:
Analytical 1,904 - 1,904 - -
Geological 43,805 3,318 47,123 - -
Geophysical - - - 105,752 105,752
Transportation and
accomodation 62 - 62 - -
Property work 543 61,271 61,814 - -
Administration - - - 320 320
49,632 61,271 110,903 106,072 106,072
Deferred Development:
Acquisition costs and option
payments paid 56,120 - 56,120 10,380 66,500
56,120 - 56,120 10,380 66,500
Property writeoff - (167,023) (167,023) - -
105,752 (102,434) - 116,452 172,572
TOTAL EXPENDITURES 10,992,901 20,132,861 31,125,762 7,630,076 38,811,958
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Liquidity and Capital Resources

The Corporation's cash and cash equivalents balance was $6,805,549 at June 30, 2011 compared to $4,299,877 at
December 31, 2010. Current assets at June 30, 2011 were $7,370,002 compared to $4,895,744 at December 31,
2010 and total assets at June 30, 2011were $46,335,834 compared to $36,188,641 at December 31, 2010.

Operating Activities

In the six months ended June 30, 2011, the Corporation used $380,104 in cash related to operating activities. During
the same period of the previous year, the Corporation used $764,025 in cash related to operating activities. The
reason for the change year to year is simply the change in non-cash working capital balances. At the end of the
period in 2010, the Corporation carried a larger accounts payable balance relative to the current year. For the six
months ended June 30, 2011, the majority of the cash used in operating activities can be attributed to funding of day
to day operations.

Investment Activities

Cash used in investment activities for the six months ended June 30, 2011 was $7,698,166. During the same period
of the previous year the Corporation used cash of $2,657,292 on its investment activities. This change is a result of
higher spending on exploration and evaluation assets. The Corporation does not believe it is exposed to any material
liquidity risks in relation to its investment activities.

Financing Activities

In the six months ended June 30, 2011, the Corporation generated cash of $10,583,942; this was attributed to net
proceeds from the private placement completed during the period, and funds generated from the exercise of options.

Financial Instruments

Financial instruments consist of cash and cash equivalents, investments, accounts receivable and accounts payable
and accrued liabilities. The fair value of these financial instruments approximates their carrying value due to the short
term to maturity, unless otherwise noted.
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Outstanding share data

Common Shares

The Corporation’s shares are listed on the TSX Venture Exchange under the symbol “MGP”.
capital consists of an unlimited number of common shares without par value. As at August 26, 2011, 76,646,980

common shares were issued and outstanding.

Warrants

The following table reflects the share purchase warrants outstanding as at August 26, 2011:

Expiry Date

October 20, 2011
October 20, 2011
February 25, 2012*
February 25, 2012*
February 25, 2012*
February 24, 2013

Exercise

Price

1.15
0.75
0.50
0.75
0.75
0.80

*Relates to Rolling Rock Resource Corp acquisition and are included in obligation to issue shares.

Stock Options

The following table reflects stock options that have vested as at August 26, 2011:

Expiry Date

August 21, 2011
March 1, 2012
February 27, 2013
July 21, 2013

June 11, 2014
October 22, 2014
October 22, 2014~
May 27, 2015
August 30, 2015
November 24, 2015
February 16, 2016**
June 23, 2016

(*) Options vest equally over four consecutive quarters (12 months).
(**) ¥z of options vest immediately, ¥ after six months

1.88
0.88
1.79
0.40
1.15
0.75
0.75
0.33
0.30
0.72
0.62
0.45

Exercise
Price

Options
Granted

180,000
100,000
500,000
150,000
1,450,000
160,000
25,000
1,100,000
250,000
75,000
300,000
2,050,000

6,340,000

Authorized share

Warrants
Outstanding

8,050,000
805,000
240,000
240,000

2,400,000

1,006,250

12,741,250

Options
Vested

180,000
100,000
500,000
150,000
1,450,000
160,000
25,000
1,016,665
250,000
75,000
150,000
2,050,000

6,106,666
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Related Party Transactions

The Corporation's related parties include key management personnel and entities over which they have control or
significant influence as described below.

Nature of transactions

DSA Corporate services Corporate secretarial
D & R Filing services Filing services
The Alyris Group Accounting, management and facilities rental

Unless otherwise stated, none of the transactions incorporate special terms and conditions and no guarantees were
given or received. Outstanding balances are usually settled in cash.

The following are the related party transactions, recorded at the exchange amount as agreed to by the parties:

[a] Included in general and administrative expenses are amounts totaling $25,122 (2010 - $17,316) for corporate
secretarial services provided by companies related to the Corporation through a common officer.

[b] Included in general and administrative expenditures are amounts totalling $94,014 (2010 - $269,446) and included
in the mineral property expenditures are amounts totalling $86,796 (2010 - $101,093) for rent, facilities related
charges, and accounting and management services provided by a company related to the Corporation through
common officer and an officer and director.

[c] Included in other revenue are amounts totaling $15,900 (2010 - $22,950) for rental of a core shack to a company
related to the Corporation though a common director.
Transactions with key management personnel

Key management personnel remuneration includes the following expenses:

2011 2010
Salary and wages $168,807 $225,422
Share-based payments $377,800 $127,075
Total $546,607 $352,497

Subsequent Event

On August 26, 2011 the Corporation entered into an agreement to complete a non-brokered private placement of
786,000 units ("Units") through a trust (the "RSLFN Trust") for the benefit of the Red Sucker Lake First Nation at a
price of $0.51 per Unit for gross proceeds of approximately $400,000. Pursuant to the private placement, each Unit
will be comprised of one common share of the Corporation (collectively the "Unit Shares") and one-half of one share
purchase warrant of the Corporation (each whole warrant, a "Warrant"). Each Warrant will be exercisable to purchase
one common share of the Corporation (a "Warrant Share") for period of three years from the closing of the private
placement at an exercise price of $ 0.76. The Unit Shares will be held in escrow and released over a 27 month period
from the date of closing of the private placement subject to certain exceptions.
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Changes in accounting policy — Adoption of IFRS

IFRS 1 “First-time Adoption of International Financial Reporting Standards” sets forth guidance for the initial adoption
of IFRS. Under IFRS1 the standards are applied retrospectively at the transitional balance sheet date with all
adjustments to assets and liabilities taken to retained earnings unless certain exemptions are applied. Following the
initial examination the Corporation plans to apply the following exemptions to its opening balance sheet dated
January 1, 2010:

0] Business Combinations
IFRS 1 indicates a first-time adopter may elect not to apply IFRS 3 Business Combinations
retrospectively to business combinations that occurred before the date of transition to IFRS. The
Corporation will take advantage of this election and will apply IFRS 3 to business combinations that
occur on or after January 1, 2010. As the Corporation has not chosen to early adopt, these
standards will affect the accounting for any business combinations completed after January 1,
2011.

(i) IFRS 2 - Share-based payment transactions
IFRS 1 encourages, but does not require, first-time adopters to apply IFRS 2 Share-based
Payments to equity instruments that were granted on or before November 7, 2002, or equity
instruments that were granted subsequent to November 7, 2002 and vested before the later of the
date of transition to IFRS and January 1, 2005. The Corporation has elected not to apply IFRS 2 to
awards that vested or will vest prior to January 1, 2010.

(iii) IAS 23 — Borrowing costs
IAS 23 Borrowing costs has not been applied to borrowing costs relating to qualifying assets for
which the commencement date for capitalization is on or after January 1, 2010.

IFRS employs a conceptual framework that is similar to Canadian GAAP. The adoption of IFRS will not have any
material impact on the financial information previously disclosed under Canadian GAAP. The Corporation identified
the following adjustments as a result of the adoption of IFRS:

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

For the year ended December 31, 2010, the foreign exchange resulting from the consolidation
amounted to a loss of $68,186, which will result in a decrease in the current year's loss in the
statement of operations and an “Exchange reserve” being recorded in the Statement of Equity on
application of IFRS.
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(ii) Income tax Income tax expense is calculated in a similar manner in accordance with GAAP and
IFRS. Future income tax assets / liabilities are also calculated in a similar manner in accordance
with GAAP and IFRS. However, the treatment of future incomes taxes with respect to asset
purchases will differ and, consequently, the purchase price allocation for the Skybridge
Development Corp. acquisition will change.

In order to allow the users of the financial statements to better understand other changes between IFRS and GAAP
that do not have any quantitative effect or adjustments to the Corporation’s financial statements, the following
qualitative explanation of the differences between GAAP and IFRS is provided:

0] Property, plant and equipment GAAP and IFRS allow the use of original cost less depreciation as
the cost base. IFRS requires separate depreciation rate for components that depreciate differently.

Exploration for and Evaluation of Mineral Resources GAAP and IFRS allow the capitalization of costs associated with
the exploration for and evaluation of mineral resources.

As stated in note 2 of the condensed consolidated interim financial statements, these are the Corporation's first
condensed consolidated interim financial statements for the period covered by the first annual consolidated financial
statements prepared in accordance with IFRS.

The accounting polices in note 2 have been applied in preparing the condensed consolidated interim financial
statements for the six months ended June 30, 2011, the comparative information for the three months ended June
30, 2010, the financial statements for the year ended December 31, 2010 and the preparation of an opening IFRS
statement of financial position on the Transition Date, January 1, 2010.

In preparing its opening IFRS statement of financial position, comparative information for the three months ended
June 30, 2010 and financial statements for the year ended December 31, 2010, the Corporation has adjusted
amounts reported previously in financial statements prepared in accordance with GAAP.

The guidance for the first time adoption of IFRS is set out in IFRS 1. IFRS 1 provides for certain mandatory
exceptions and optional exemption for first time adopters of IFRS. The Corporation elected to take the following IFRS
1 optional exemptions:

[a] Basis of Consolidations

In accordance with IFRS 1, if a company elects to apply IFRS 3 Business Combinations retrospectively, IAS
27 Consolidated and Separate Financial Statements must also be applied retrospectively. As the
Corporation elected to apply IFRS 3 prospectively, the Corporation has also elected to apply I1AS 27
prospectively.

[b] Share-based payment

Under GAAP, the Corporation measured share-based compensation related to share purchase options at
the fair value of the options granted using the Black-Scholes option pricing formula and recognized its
expense over the vesting period for the options. For the purposes of accounting for share based payment
transactions an individual is classified as an employee when he individual is consistently represented to be
an employee under law. The fair value of the options granted to employees were measured on the date of
grant. The fair value of options granted to contractors and consultants were measured on the date the
services were completed. Forfeitures were recognized as they occurred.
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IFRS 2 Share-based payment requires the Corporation to measure share-based compensation related to
share purchase options granted to employees at the fair value of the options on the grant date and to
recognize such expense over the vesting period of the options. However, under IFRS 2, the recognition of
such expense must be done with a “graded vesting” methodology as opposed to the straight-line vesting
method allowed under Canadian GAAP. In addition, under IFRS, forfeitures estimates are recognized in the
period they are estimated, and are revised for actual forfeitures in subsequent periods, whereas under
Canadian GAAP forfeitures are recognized as they occur. Furthermore, for options granted to non-
employees, IFRS requires that share-based compensation be measured at the fair value of the services
received unless the fair value cannot be reliably measured. For the purpose of accounting for share based
payment transactions an individual is classified as an employee when the individual is an employee for legal
or tax purposes (direct employee) or provides services similar to those performed by a direct employee.
This definition of an employee is broader then that previously applied by the Corporation and resulted in
certain contractors and consultants being classified as employees under IFRS.

The Corporation has elected to apply the requirements of IFRS 2, Share-based payments, only to equity
instruments granted after November 7, 2002 which had not vested as of the Transition Date. As a result of
the adoption of IFRS the Corporation was required to revalue any options that had not vested as of the
transition date. The financial impact on the year ended December 31, 2010 was an increase in share-based
payment expenses of $51,058. Under GAAP, the Corporation measured share-based compensation related
to share purchase options at the fair value of the options granted using the Black-Scholes option pricing
formula and recognized its expense over the vesting period for the options. For the purposes of accounting
for share based payment transactions an individual is classified as an employee when he individual is
consistently represented to be an employee under law. The fair value of the options granted to employees
is measured on the date of grant. The fair value of options granted to contractors and consultants are
measured on the date the services are completed. Forfeitures are recognized as they occur.

[c] Reclassification within equity section

IFRS requires an entity to present for each component of equity, a reconciliation between the carrying
amount at the beginning and end of the period, separately disclosing each change. The Corporation
reviewed its contributed surplus account and concluded that as at the Transition Date, the entire amount of
$4,147,145 relates to "Equity settled employee benefit reserve”. As a result, the Corporation believes a
reclassification would be necessary in the equity section between "Contributed surplus” and the "Equity
settled employee benefit reserve” account. For comparatives, as at June 30, 2010, the entire "Contributed
surplus" account was reclassified into "Equity settle employee benefit reserve”. Additionally, as at
December 31, 2010, "Contributed surplus” account was reclassified as "Equity settled employee benefit
reserve".

[d] Deferred tax on exploration and evaluation assets

Under GAAP, the Corporation, in accounting for its subsidiary, recognized a future income tax liability on
temporary differences arising on the initial recognition of the Skybridge Development Corp. mineral property
interest (where the fair value of the asset acquired exceeded its tax basis) in a transaction which was not a
business combination and affected neither accounting profit or loss. 1AS 12, Income Taxes does not permit
the recognition of deferred taxes on such transactions.

As at December 31, 2010, the Corporation has derecognized the impacts of all future income tax liabilities
which had previously been recognized on the initial acquisition of Skybridge Development Corp. through
transactions deemed not to be business combinations and affecting neither accounting profit or loss nor
taxable profit or loss. The effect has been to decrease the deferred tax liability and exploration and
evaluation asset accounts by $1,224,051.

[e] Deferred flow through premium

Under GAAP, the Corporation, in accounting for flow through funds received, recorded the funds to share
capital.

IFRS requires that excess to market value upon issuance of flow through common shares be recorded in the
statement of loss and comprehensive loss (deferred liability for flow through raised funds at time of issuance
of flow through common shares and charged to the statement of loss and comprehensive loss as the
necessary expenditures to be renounced under flow through common share agreements are spent).
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[f Deferred income tax assets

Under GAAP, the Corporation, in accounting for future income tax assets, recognized future income tax
assets to the extent that it had taxable temporary differences resulting from the issuance of flow through
shares in accordance with EIC-146.

IFRS requires that the Corporation consider it probable that taxable profit will be available against which a
deductible temporary difference can be utilized.

As at January 1, 2010, the Corporation derecognized the impact of deductible temporary differences related
to future income tax assets.

Off-Balance Sheet Arrangements

The Corporation has not participated in any off-balance sheet or income statement arrangements.

Risk Factors

An investment in the Corporation involves a number of risks. You should carefully consider the following risks and
uncertainties in addition to other information in this report in evaluating the Corporation and its business before
making any investment decision in regards to the common shares of the Corporation. The Corporations’ business,
operating and financial condition could be harmed due to any of the following risks. The risks described below are
not the only ones facing the Corporation. Additional risks not presently known to us may also impair business
operations.

Exploration and Mining Risks

The Corporation is engaged in mineral exploration and development activities. Mineral exploration and development
involves a high degree of risk and few properties which are explored are ultimately developed into producing mines.
The long-term profitability of our operations will be in part directly related to the cost and success of our exploration
programs, which may be affected by a number of factors beyond our control.

Mineral exploration involves many risks, which even a combination of experience, knowledge and careful evaluation
may not be able to overcome. Operations in which the Corporation has a direct or indirect interest will be subject to
all the hazards and risks normally incidental to exploration, development and production of mineral resources, any of
which could result in work stoppages, damage to property, and possible environmental damage.

Hazards such as unusual or unexpected formations and other conditions such as formation pressures, fire, power
outages, labour disruptions, flooding, explorations, cave-ins, landslides and the inability to obtain suitable machinery,
equipment or labour are involved in mineral exploration, development and operation. We may become subject to
liability for pollution, cave-ins or hazards against which we cannot insure or against which we may elect not to insure.
The payment of such liabilities may have a material, adverse effect on our financial position.
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The Corporation relies upon consultants and others for exploration and development expertise. Substantial
expenditures are required to establish ore reserves through drilling, to develop metallurgical processes to extract the
metal from the ore and, in the case of new properties, to develop the mining and processing facilities and
infrastructure at any site chosen for mining. Although substantial benefits may be derived from the discovery of a
major mineralized deposit, no assurance can be given that minerals will be discovered in sufficient quantities to justify
commercial operations or that funds required for development can be obtained on a timely basis. The economics of
developing mineral properties is affected by many factors including the cost of operations, variations in the grade of
ore mined, fluctuations in metal markets, allowable production, importing and exporting of minerals and
environmental protection.

Financing Risks

The Corporation is limited in financial resources, and as a mineral exploration company has no source of operating
cash flow. The Corporation has no assurance that additional funding will be available to us for further exploration and
development of our projects or to fulfill our obligations under any applicable agreements. There can be no assurance
that we will be able to obtain adequate financing in the future, or that the terms of such financing will be favourable.
Failure to obtain additional financing could result in delay or indefinite postponement of further exploration and
development of our projects with the possible loss of such properties.

Regulatory Requirements

Even if our mineral properties are proven to host economic reserves of mineral resources, factors such as
governmental expropriation or regulation may prevent or restrict mining of any such deposits or repatriation of profits.
The Corporation may acquire other properties in other jurisdictions or countries. Any changes in regulations or shifts
in political conditions are beyond the control of the Corporation and may adversely affect our business. Operations
may be affected in varying degrees by government regulations with respect to restrictions on production, price
controls, export controls, income taxes, and expropriation of property, environmental legislation and mine safety.

Uninsurable Risks

In the course of exploration, development and production of mineral properties, certain risks, and in particular,
unexpected or unusual geological operating conditions including rock bursts, cave-ins, fires, flooding and
earthquakes may occur. It is not always possible to fully insure against such risks and the Corporation may decide
not to take out insurance against such risks as a result of high premiums or other reasons. Should such liabilities
arise, they could reduce or eliminate any future profitability and result in increasing costs and a decline in the value of
the securities of the Corporation.

No Assurance of Titles
It is possible that any of our properties may be subject to prior unregistered agreements or transfers or native land
claims and title may be affected by undetected defects.

Permits and Licenses

The operations of the Corporation may require licenses and permits from various governmental authorities. There
can be no assurance that such licenses and permits as may be required to carry out exploration, development and
mining operations at our projects will be granted.

Competition

The mineral industry is intensely competitive in all its phases. We compete with many companies possessing greater
financial resources and technical facilities than the Corporation for the acquisition of mineral concessions, claims,
leases and other mineral interests as well as for the recruitment and retention of qualified employees.

In addition, there is no assurance that a ready market will exist for the sale of commercial quantities of ore. Factors
beyond the control of the Corporation may affect the marketability of any substances discovered. These factors
include market fluctuations, the proximity and capacity of natural resource markets and processing equipment,
government regulations, including regulations relating to prices, taxes, royalties, land tenure, land use, importing and
exporting of minerals and environmental protection. The exact effect of these factors cannot be accurately predicted,
but the combination of these factors may result in the Corporation not receiving an adequate return on invested
capital or losing our investment capital.
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Environmental Regulations

Our operations may be subject to environmental regulations promulgated by government agencies from time to time.
Environmental legislation provides for restrictions and prohibitions on spills, releases or emissions of various
substances produced in association with certain mining industry operations, such as seepage from tailings disposal
areas, which would result in environmental pollution. A breach of such legislation may result in imposition of fines
and penalties. In addition, certain types of operations require the submission and approval of environmental impact
assessments. Environmental legislation is evolving in a manner which will require stricter standards and
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments of
proposed projects and a heightened degree of responsibility for companies and their officers, directors and
employees. The cost of compliance with changes in governmental regulations has a potential to reduce the
profitability of operations. There is no assurance that future changes in environmental regulation, if any, will not
adversely affect our operations.

Stage of Development

The Corporation is in the business of exploring for, with the ultimate goal of producing, mineral resources from our
mineral exploration properties. None of our properties have commenced commercial production and we have no
history or earnings or cash flow from our operations. As a result of the foregoing, there can be no assurance that we
will be able to develop any of our properties profitably or that our activities will generate positive cash flow. We are
unlikely to enjoy earnings or pay dividends in the immediate or foreseeable future. A prospective investor in the
Corporation must be prepared to rely solely upon the ability, expertise, judgment, discretion, integrity and good faith
of our management in all aspects of the development and implementation of our business activities.

Markets for Securities

There can be no assurance that an active trading market in our securities will be established and sustained. The
market price for our securities could be subject to wide fluctuations. Factors such as commodity prices, government
regulation, interest rates, share price movements of our peer companies and competitors, as well as overall market
movements, may have a significant impact on the market price of the securities of the Corporation. The stock market
has from time to time experienced extreme price and volume fluctuations, particularly in the mining sector, which
have often been unrelated to the operating performance of particular companies.

Reliance on Key Individuals

Our success depends to a certain degree upon certain key members of the management. It is expected that these
individuals will be a significant factor in our growth and success. The loss of the service of members of the
management and certain key employees could have a material adverse effect on the Corporation.

Geopolitical risks

The Corporation may be affected in varying degrees by government regulations with respect to, but not limited to,
restrictions on future exploitation and production, price controls, export controls, currency availability, income taxes,
delays in obtaining or the inability to obtain necessary permits, opposition to mining from environmental and other
non-governmental organizations, expropriation of property, ownership of assets, environmental legislation, labour
relations, limitations on mineral exports, increased financing costs, and site safety. In addition, legislative enactments
may be delayed or announced without being enacted and future political action that may adversely affect the
Corporation cannot be predicted. Any changes in regulations or shifts in political attitudes that may result, among
other things, in significant changes to mining laws or any other national legal body of regulations or policies are
beyond the control of the Corporation and may adversely affect its business. The possibility that future governments
may adopt substantially different policies, which might extend to the expropriation of assets, cannot be ruled out.
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Additional Information

Additional information relating to the Corporation can be found on SEDAR at www.sedar.com, or on the Corporation’s
web-site at www.MegaPMI.com.

Mr. Jim Rogers, P.Geo., President and CEO of Mega Precious Metals Inc. is the Qualified Person for the information
contained in this MD&A and is a Qualified Person defined by National Instrument 43-101.

(Signed) Steve Filipovic, CA
Chief Financial Officer

Thunder Bay, Canada
August 26, 2011



