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Management’s Discussion and Analysis (“MD&A”)

The following Management Discussion and Analysis, which has been prepared as of August 12th, 2009, related to the
unaudited consolidated financial results of Silver Bear Resources Inc. (the “Company” or “Silver Bear”) for the three
and six-month periods ended June 30, 2009 should be read in conjunction with the December 31, 2008 audited
consolidated financial statements and related notes, prepared in accordance with Canadian generally accepted
accounting principles (“GAAP”). This discussion covers the three and six-month periods ended June 30, 2009. Other
pertinent information on the Company is available on SEDAR at www.sedar.com as well as on the Company’s website
at www.silverbearresources.com. For the purpose of preparing this MD&A, the Company considers the materiality of
information to be disclosed. Information is considered material if: (i) such information results in, or would reasonably
be expected to result in, a significant effect in the market price or value of our shares; (ii) there is a substantial
likelihood that a reasonable investor would consider it important in making an investment decision; or (iii) it would
significantly alter the total mix of information available to investors. We evaluate materiality with reference to all
relevant circumstances. All dollar amounts are stated in Canadian dollars unless otherwise indicated.
The following discussion contains forward-looking statements that involve numerous risks and uncertainties. Actual
results of the Company could differ materially from those discussed in such forward-looking statements as a result
of these risks and uncertainties, including those set forth in this MD&A under “Forward-Looking Statements” and
under “Risk Factors.”

OVERVIEW
The primary business of the Company is the evaluation, acquisition, exploration and development of silver properties
in the Russian Federation. The exploration strategy of the Company is to focus on the discovery of silver deposits in
the Russian Federation. The Company has not yet earned revenue from operations and is considered to be in the
exploration stage. The Company’s principal asset is the Mangazeisky Project, located approximately 400 kilometres
north of Yakutsk in the Republic of Sakha, Yakutia, in the Russian Federation. The Company was granted the
exploration license for the Mangazeisky Project in September 2004 for an initial term of five years (“the Mangazeisky
License”). On February 18, 2009, the Mangazeisky License was extended by the Federal Subsoil Use Agency, in the
Russian Federation (“Rosnedra”). The license was extended to December 31, 2011.
On March 6, 2009, Wardrop Engineering, Swindon, UK (“Wardrop”) estimated an inferred mineral resource for the
Vertikalny vein. Based on a silver price of US $10.50 per ounce, the Mangazeisky Project hosts an inferred mineral
resource of 1.92 million tonnes averaging 508 grams of silver per tonne totaling approximately 31.3 million ounces.
Wardrop’s estimate was prepared by Mr. P. Gribble, FIMMM, CEng, a qualified person as defined by National
Instrument 43-101.
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Silver Bear is focused on further delineating the high grade silver mineralization discovered in the Vertikalny vein of
the Mangazeisky Project and the exploration of the other known silver mineralized zones on the property. Based on
the encouraging results from the drilling program concluded to date, Silver Bear believes the Mangazeisky Project
has the potential to become a world class silver deposit.
Drilling activities commenced in May 2009 and as of August 9, 2009, 10,463 metres were drilled in 65 holes. Trenching
activities resulted in 4,772 cubic metres being completed. The trenching activities will resume in the third quarter
when conditions for trenching are more favourable and equipment is freed from drilling support.
In light of current uncertainty in the capital markets and potential challenges in raising additional financing on
desirable terms as a result, the Company reduced the exploration program planned for 2009 to conserve cash.
This will allow the Company to meet drilling and trenching requirements under the license through 2010. Silver
Bear remains committed to further advancing the Project through targeted exploration within the Mangazeisky
License. The total estimated cost for the 2009 program is approximately $12.0 million and the Company has spent
$5.3 million as at June 30, 2009. The Company’s original plan was for a 10,000 metre drill program. This goal has
been met at a cost below budget.
Key milestones for Silver Bear:
• Complete 12,000 metres of drilling and 10,000 cubic metres of trenching during the 2009 field season (May through
October 2009).
• Update the existing resource estimate during the first quarter of 2010.
Silver Bear believes it can successfully implement its corporate strategy because of its unique strengths. These
strengths include:
• The Mangazeisky Project is located in a highly prospective silver anomalous region. It is located in the Republic of
Sakha, Yakutia, in the Russian Federation, 160 kilometres from High River Gold’s high grade Prognoz silver deposit.
• Encouraging exploration results to date at the Mangazeisky Project indicate the potential for a high grade
silver deposit.
• Silver Bear’s management team has considerable mining industry experience and is supported by an
experienced technical and mining operations team, some of whom have had prior operating experience in the
Russian Federation.
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The inferred resource was estimated within a 1,600 metre strike length and a 275 metre depth. Mineralization remains
open in all directions offering an excellent opportunity for resource increases through additional exploration.

• We continue to have a high level of support from both Moscow and Yakutsk-based regulators.
• The Alfa Group, our largest shareholder, remains committed to its investment and continues to provide excellent
guidance on Russian business matters.
Corporate Activity
As planned, in June 2009, Mr. Raymond Threlkeld, Chief Operating Officer, retired from Silver Bear. Also in June 2009,
Mr. Wesley Hanson, Vice President Exploration, left Silver Bear to join another company in a more senior capacity. We
at Silver Bear would like to thank both Ray and Wes for developing the great team the Company has in place, advancing
the project through its preliminary resource estimate and leaving Silver Bear in a position to succeed going forward.
Exploration activities continue under Vivian Park, P. Eng, who has been with the company since March 1, 2008.
Results of Exploration Activities
Silver Bear continues to focus on delineating high-grade silver mineralization on the Vertikalny structural system
of its Mangazeisky Project. A resource estimate dated March 6, 2009, based on intersections from 73 drill holes and
13 trenches, determined an inferred silver resource of 31.3 million ounces (1.92 million tonnes at 508 grams per
tonne silver).
As at August 9, 2009, 10,463 metres were drilled in 65 holes. Work has primarily concentrated on expanding the 2008
resource estimate by down-dip and along-strike drilling within the Central and Northwest zones. A minor portion of
the drilling has been committed to undercutting trench data to improve the quality of the resource, and for infill drilling
for a Russian C1 reserve estimate.
Within the current resource area, the 1.6 kilometre long Central Zone, favourable mineralization with widths of 0.2 to
2.5 metres is being intersected in many drill holes up to 75 metres below previous high-grade and barren intercepts.
Drilling on the 1.5 kilometre long Northwest Zone, a sub-contiguous structural offset northwest of the Central Zone,
has indicated the potential for silver mineralization within tectonic and hydrothermal breccias that have some
similarities to those in the Central Zone.
A total of 697 samples have been submitted for fire assay for silver. The first results are expected in the third quarter
of 2009. The winter road re-supply of equipment and supplies necessary to complete the 2009 exploration program
was completed in the beginning of the second quarter.
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RESULTS OF OPERATIONS
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Three and Six-Month Periods Ended June 30, 2009, compared to Three and Six-Month Periods Ended
June 30, 2008
Revenues
As at June 30, 2009, the Company was in the exploration stage and therefore did not have revenues from operations.
Interest income for the six-month period ended June 30, 2009, was $0.1 million as compared to $0.5 million for the
six-month period ended June 30, 2008, a decrease of $0.4 million. Interest income decreased due to lower cash
balances on hand and lower interest rates received on cash deposits and treasury bills.
Interest income for the three-month period ended June 30, 2009 was $nil as compared to $0.2 million for the threemonth period ended June 30, 2008.
Expenses

Exploration
For the six-month period ended June 30, 2009, Silver Bear spent $5.3 million on exploration activities, compared with
$4.6 million during the same period in 2008. Costs associated with the Mangazeisky Project for the six-month period
ended June 30, 2009 relate to the 2009 exploration program and costs related to the Company’s Yakutsk administrative
office. Exploration expenses increased when compared to the 2008 period due to a $0.8 million mobilization fee paid
to the diamond drilling contractor for the mobilization of drilling equipment and supplies. Savings in fuel prices and
an efficient winter road re-supply have helped the Company control costs in 2009.
For the three-month period ended June 30, 2009, Silver Bear spent $2.7 million on exploration activities, compared
with $3.1 million during the same period in 2008. Exploration expenses decreased when compared to the 2008 period
as the savings on fuel and supplies purchased for the drill season are now being realized.

General and Administrative
General and administrative expenses for the six-month period ended June 30, 2009 were $1.4 million, compared with
$2.6 million in the 2008 period. Management salaries for the period ended June 30, 2009 were $0.6 million (six-month
period ended June 30, 2008 – $0.9 million). In addition, for the six-month period ended June 30, 2009, Silver Bear spent
$0.2 million on professional fees (six-month period ended June 30, 2008 – $1.0 million) for legal, audit and consulting
fees. Other general and administrative expenses for the six-month period ended June 30, 2009 were $0.6 million (sixmonth period ended June 30, 2008 – $0.7 million). General and administrative costs are below the prior year as the
Company has favourably settled previous litigation matters in the Russian Federation as well as reduced travel in the
first and second quarters of 2009 compared to the same period of 2008.

General and administrative expenses for the three-month period ended June 30, 2009 were $0.7 million (three-month
period ended June 30, 2008 – $1.4 million). Management salaries for the three-month period ended June 30, 2009
were $0.3 million (three-month period ended June 30, 2008 – $0.4 million). In addition, for the three-month period
ended June 30, 2009, Silver Bear spent $nil million on professional fees (three-month period ended June 30, 2008 –
$0.5 million). Other general and administrative expenses for the three-month period ended June 30, 2009 were
$0.4 million (three-month period ended June 30, 2008 – $0.5 million). General and administrative expenses for the
three-month period decreased when compared to the 2008 period for the same reasons as noted in the six-month
explanation noted above.

Non-Cash Items
Non-cash stock option compensation expense for the six-month period ended June 30, 2009 was $0.3 million
compared with $0.7 million for the period ended June 30, 2008. Stock option compensation expense has decreased
compared to 2008 as several option grants have fully vested and been expensed. In addition, in December 2008 the
vesting period for options changed to extend vesting by an additional year. Amortization expense for the period ended
June 30, 2009 was $0.4 million (period ended June 30, 2008 – $0.5 million). The foreign exchange loss for the period
ended June 30, 2009 was $0.4 million (period ended June 30, 2008 – $0.2 million gain) as a result of the translation
to Canadian dollars of the financial results of consolidated foreign subsidiaries.
Non-cash stock option compensation expense for the three-month period ended June 30, 2009 was $0.2 million compared
with $0.3 million in the three-month period ended June 30, 2008. Amortization expense for the three-month period ended
June 30, 2009 was $0.2 million (three-month period ended June 30, 2008 – $0.2 million). The foreign exchange loss for
the three-month period ended June 30, 2009 was $0.1 million (three-month period ended June 30, 2008 was $0.1 million)
as a result of the translation to Canadian dollars of the financial results of consolidated foreign subsidiaries.

Net Loss

Silver Bear incurred a net loss for the three-month period ended June 30, 2009 of $3.8 million or $0.10 per share.
This compares to a loss of $2.4 million or $0.07 per share for the three-month period ended June 30, 2008. The 2008
loss also includes a $2.5 million gain on the sale of our Avlayakan property. Exploration costs were $2.7 million in the
three-month period ended June 30, 2009 compared with $3.1 million in the three-month period ended June 30, 2008.
Non-cash stock option compensation expense for the three-month period ended June 30, 2009 was $0.2 million
compared with $0.3 million in the three-month period ended June 30, 2008. General and administrative expenses for
the three-month period ended June 30, 2009 were $0.7 million compared with $1.4 million in the three-month period
ended June 30, 2008.

Liquidity and Capital Resources
At June 30, 2009, Silver Bear had cash and cash equivalents of $17.1 million, enough to sustain 2009 operations and
continue exploration activities into 2010. December 31, 2008 cash and cash equivalents were $24.2 million.

Commitments
In order to maintain the Mangazeisky License in good standing, Silver Bear is required to conduct certain minimum
levels of exploration activity. The exploration program concluded in 2008 and the program planned for 2009 more
than satisfies the commitments established in the License Agreement governing the Mangazeisky License.
Silver Bear has entered into a drilling contract to complete a minimum of 10,000 metres of diamond drilling at the
Mangazeisky Project for 2009. Performance of work commenced in May 2009 and is expected to be completed on
October 1, 2009. The Company expects costs to be $2.7 million for the contractor’s portion of the 10,000 metre
program. Silver Bear has agreed to pay demobilization charges of $26,000 per month at the end of the 2009 drilling
program until the equipment is returned to Khabarovsk, the Russian Federation. Should the Company choose to sign
a contract for drilling services in 2010 before November 15, 2009 these charges would not apply. Had the Company
terminated the contract prior to completing the expected 10,000 metres in 2009, charges of $44 per uncompleted
metre would have applied.

Off-Balance Sheet Arrangements
The Company has no off-balance sheet arrangements.

Capital Stock
As at August 12, 2009, the Company had issued and outstanding 37,935,569 Common Shares (December 31, 2008,
37,935,569 issued and outstanding).
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Silver Bear incurred a net loss for the six-month period ended June 30, 2009 of $7.8 million or $0.21 per share.
This compares to a loss of $5.3 million or $0.15 per share for the six-month period ended June 30, 2008. The 2008
loss includes a $2.5 million gain on the sale of our Avlayakan property. Exploration costs were $5.3 million in the sixmonth period ended June 30, 2009 compared with $4.6 million in the six-month period ended June 30, 2008, as the
Company has paid mobilization costs for drilling supplies and equipment in the first quarter of 2009 that were not paid
in 2008. General and administrative expenses for the six-month period ended June 30, 2009 were $1.4 million
compared with $2.6 million in the prior period. Non-cash items for the six-month period ended June 30, 2009 were
$1.2 million compared with $1.1 million in the six-month period ended June 30, 2008. Interest income for the
six-month period ended June 30, 2009 was $0.1 million compared with $0.5 million in the prior period.

As at June 30, 2009, the Company had share options outstanding and expiring as follows:
Outstanding

Exercisable

Number

Weighted
average
exercise
price
$

Number

Weighted
average
exercise
price
$

1,133,330

4.50

1,133,330

4.50

Expiring during the year

2012
2013

880,000

0.28

–

–

2014

1,258,327

3.00

1,141,661

3.00

2015

495,002

2.21

230,001

2.43

3,766,659

2.72

2,504,992

3.31

Jun-09

Mar-09

Dec-08

Sep-08

Summary of Quarterly Results ($)
Net Loss

(3,806,528)

Basic and diluted loss per share (cents per share)

(0.10)

(0.11)

(8,314,892)
(0.22)

17,076,808

19,347,148

24,170,023

28,669,371

Total assets

24,033,044

26,936,190

30,783,897

35,978,824

589,717

580,215

570,711

577,814

Jun-08

Mar-08

Dec-07

Sep-07

Net Loss
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(0.11)

(4,038,651)

Cash and cash equivalents
Total long-term financial liabilities
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(3,985,866)

(2,434,315)

Basic and diluted loss per share (cents per share)

(2,913,780)

(2,749,434)

(3,732,761)

(0.07)

(0.08)

(0.11)

(0.15)

Cash and cash equivalents

36,087,043

27,873,668

30,295,581

7,183,413

Total assets

38,904,042

40,396,900

41,180,972

16,492,689

252,942

248,959

245,360

–

Total long-term financial liabilities

Related Party Transactions
In November 2008, a new cost sharing agreement was reached between Silver Bear and New Gold (NGD), formerly
Western Goldfields, with an effective date of January 1, 2009. The new agreement amends cost sharing ratios between
the two companies to 33% for Silver Bear and 67% to NGD, to reflect each company’s current levels of activities.
We relocated our Toronto head office in June 2008 and share premises with NGD. As a result of NGD entering into a
new lease they have charged Silver Bear for our proportional share under the cost sharing agreement. Silver Bear’s
share of the estimated rental and operating costs is approximately $1.9 million over the ten-year term. At June 30,
2009, $4,137 (June 30, 2008 – $17,904) was receivable from NGD for items paid by Silver Bear and chargeable to NGD.

INTERNAL CONTROL OVER FINANCIAL REPORTING
Management is responsible for the design of internal controls over financial reporting to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of the financial statements in accordance with
accounting principles generally accepted in Canada. Based on a review of its internal control procedures at the end
of the period covered by this MD&A, management has concluded its internal controls and procedures are effective in
providing reasonable assurance that financial information is recorded, processed, summarized and reported in a
timely manner.

CHANGES TO INTERNAL CONTROL OVER FINANCIAL REPORTING
There have been no significant changes to the Company’s internal control over financial reporting that occurred during
the most recent period ended June 30, 2009 that have materially affected, or are reasonably likely to materially affect
the Company’s internal control over financial reporting.

INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)
In 2006, the Canadian Accounting Standards Board (“AcSB”) published a new strategic plan that will significantly
impact financial reporting requirements for Canadian companies. The AcSB strategic plan outlines the convergence

of Canadian GAAP with IFRS over an expected five-year transitional period. In February 2008, the AcSB announced
that 2011 is the changeover date for publicly accountable companies to convert from Canadian GAAP to IFRS. The
transition date is for interim and annual financial statements relating to fiscal years beginning on or after January 1,
2011. While the Company has begun assessing the adoption of IFRS, the financial reporting impact of the transition
to IFRS cannot be reasonably estimated at this time.

RISK FACTORS
The operations of the Company are speculative due to the high-risk nature of its business which is the acquisition,
financing, exploration, development and operation of mining properties. An investment in the Company is considered
to be speculative due to the nature of Silver Bear’s business and the present stage of its development. For a discussion
of risk factors and additional information please refer to the Company’s 2008 Annual MD&A, the 2008 Annual
Information Form and other filings, which are available on the Company’s website www.silverbearresources.com and
on www.sedar.com or upon request from the Company. The risk factors described in these documents are not the only
ones facing the Company. Additional risks currently not known to the Company or that the Company considers
immaterial may also impair the business operations of the Company. These risk factors could materially affect the
Company’s future operating results and could cause actual events to differ materially from those described in forwardlooking statements relating to the Company. If any of the described risks actually occurs, the Company’s business,
financial condition and operating results could be materially affected. In such case, the trading price of the common
shares of the Company would likely decline and the holders of common shares of the Company could lose all or part
of their investment.

OUTLOOK
Mangazeisky Project
Silver Bear will continue to explore the Mangazeisky Project in 2009. The current cash position will allow the Company
to meet drilling and trenching requirements under the License Agreement through 2010. Silver Bear remains
committed to further advancing the Project through targeted exploration within the Mangazeisky license. The total
estimated cost for the 2009 program is approximately $12.0 million.
Key milestones for Silver Bear:
• Complete 12,000 metres of drilling and 10,000 metres of trenching during the 2009 field season (May through
October 2009).
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• Update the existing resource estimate during the first quarter of 2010.

This MD&A contains certain forward-looking statements relating to, but not limited to, the Company’s expectations,
estimates, intentions, plans and beliefs. Forward-looking information can often be identified by forward-looking words
such as “anticipate”, “believe”, “expect”, “goal”, “plan”, “intend”, “budget”, “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, costs of capital projects and timing of commencement of operations, and
is based on current expectations that are inherently subject to a number of business and economic risks and
uncertainties and contingencies. Forward-looking statements involve known and unknown risks, uncertainties and
other factors that could cause actual results to differ materially from any forward-looking statement. These risks,
uncertainties and other factors include, but are not limited to, the following: 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; changes in national and local government legislation, taxation or regulations; political or economic
developments; inflation; changes in currency exchange rates; fluctuations in commodity prices; delays in the
development of projects; challenges from governmental authorities of Silver Bear’s validity of the title to its Russian
assets, and other factors, disclosed herein and in other documentation filed by the Company on SEDAR. All forwardlooking statements in this MD&A are qualified by these cautionary statements.
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 forwardlooking 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 disclaims any intention or 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 applicable laws.
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FORWARD-LOOKING STATEMENTS

Consolidated Balance Sheet
(Canadian dollars)
(Unaudited)
June 30,
2009

December 31,
2008

ASSETS
Current assets
Cash and cash equivalents

$ 17,076,808 $ 24,170,023
4,137

23,063

1,815,312

1,142,408

Prepaid expenses (note 5)

549,650

666,396

Miscellaneous receivables

13,264

52,475

19,459,171

26,054,365

Mineral property (note 6)

1,265,117

1,265,117

Property, plant and equipment (note 7)

2,364,606

2,520,265

944,150

944,150

Related party receivable
Inventories (note 4)

Capital assets

Assets held for sale (note 16)

$ 24,033,044 $ 30,783,897

LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (note 8)

$

1,691,012 $

1,013,888

Long-term liabilities
Asset retirement obligation (note 15)

589,717

570,711

73,771,289

73,771,289

8,967,290

8,621,876

(60,986,264)

(53,193,867)

21,752,315

29,199,297

Shareholders' equity
Capital Stock (note 10)
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Contributed surplus (note 10)
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Deficit

$ 24,033,044 $ 30,783,897
Going concern (note 1)
Commitments and contingency (note 13)
See accompanying notes to interim consolidated financial statements

Consolidated Statements of Operations and
Comprehensive Loss and Deficit
(Canadian dollars)
(Unaudited)
Three-months ended
June 30,
2009

June 30,
2008

17,389 $

179,766

Six-months ended
June 30,
2009

June 30,
2008

73,834 $

465,393

Income
Interest income

$

$

Expenses
Exploration costs

2,686,238

3,059,013

5,268,054

4,644,360

General and administrative

687,342

1,406,358

1,418,341

2,627,557

Stock option compensation

153,673

304,353

345,415

729,456

Amortization

194,267

245,649

374,586

537,391

9,505

3,982

19,006

7,582

11,631

–

11,631

–

81,261

102,098

429,197

(197,653)

3,823,917

5,121,453

7,866,230

8,348,693

–

(5,345)

–

(33,178)

Accretion expense
Loss on disposal of property,
plant and equipment
Foreign exchange loss (gain)
Expenses from continuing operations
Non-controlling interest (note 9)
Loss and Comprehensive Loss for the period
from continuing operations

(3,806,528)

Discontinued Operations

–

Net Loss
Deficit – Beginning of the period

2,502,027

(7,792,396)
–

(7,850,122)
2,502,027

(3,806,528)

(2,434,315)

(7,792,396)

(5,348,095)

(57,179,736)

(38,406,009)

(53,193,868)

(35,492,229)

$ (60,986,264) $ (40,840,324) $ (60,986,264) $ (40,840,324)
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Weighted average number of common
shares outstanding

37,935,569

36,435,569

37,935,569

36,370,184

Income (loss) per share from
continuing operations

$

(0.10) $

(0.14) $

(0.21) $

(0.22)

–

0.07

(0.21) $

(0.15)

Income (loss) per share from
discontinued operations
Income (loss) per share

–
$

Going concern (note 1)
See accompanying notes to consolidated financial statements

(0.10) $

0.07
(0.07) $
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Deficit – End of the period

(4,936,342)

Consolidated Statements of Cash Flows
(Canadian dollars)
(Unaudited)
Three-months ended
June 30,
2009

Six-months ended

June 30
2008

June 30,
2009

June 30,
2008

Cash provided by (used in)
Operating activities
Loss from Continuing operations

$ (3,806,528) $ (4,936,342) $

(7,792,396) $ (7,850,122)

Items not affecting cash:
194,267

Amortization
Accretion expense
Stock option compensation

245,649

374,586

537,391

9,505

3,982

19,006

7,582

153,673

304,353

345,415

729,456

11,631

–

11,631

–

1,184,205

2,508,713

179,103

1,082,859

(2,253,247)

(1,873,645)

Loss on disposal of property,
plant and equipment
Net change in non-cash working
capital (note 12)
Net cash from continuing operations

(6,862,655)

(5,492,834)

Financing activities
Issuance of common shares

–

(366,958)

–

1,560,013

Deferred stock issuance costs

–

(214,456)

–

(214,456)

Non-controlling interest

–

(127)

–

(127)

–

(581,541)

–

1,345,430

Investing activities
Acquisition of property, plant and equipment
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(17,093)

(1,686,319)

(230,560)

(2,248,113)

(17,093)

(1,686,319)

(230,560)

(2,248,113)

(2,270,340)

(4,141,505)

(7,093,215)

(6,395,517)
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Decrease in cash and cash equivalents
during the period
Decrease in cash and cash equivalents during
the period from discontinued operations

–

8,368,058

–

8,186,979

19,347,148

27,860,490

24,170,023

30,295,581

Cash and cash equivalents – beginning
of the period
Cash and cash equivalents – end of
the period

$ 17,076,808 $ 32,087,043

$ 17,076,808 $ 32,087,043

Notes to Consolidated Financial Statements
As at June 30, 2009 and 2008
(Unaudited)

1. NATURE OF OPERATIONS AND GOING CONCERN
Silver Bear Resources Inc. (the “Company” or “Silver Bear”) was incorporated under the Business Corporations Act
of the Province of Ontario, Canada, on April 8, 2004 and continued under Articles of Continuance dated August 30, 2004
under the Business Corporations Act (Yukon) and February 1, 2005 under the Business Corporations Act (Ontario). The
primary business of the Company is evaluation, acquisition and exploration of silver and gold mineral properties in
the Russian Federation. The principal asset of the Company is the project described in Note 6. The exploration strategy
of the Company is to focus on the discovery of silver deposits. To date Silver Bear has not earned revenue and is
considered to be in the exploration stage.
As at June 30, 2009, the Company has no source of operating cash flows. The Company’s ability to meet its obligations
and continue as a going concern is dependent on the ability to identify and complete future funding.
These unaudited interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles applicable to a going concern which contemplates that the Company will be able to
realize its assets and settle its liabilities in the normal course as they come due. As at June 30, 2009, the Company
had no source of operating cash flows and reported a loss for the six-month period then ended of $7,792,396 and an
accumulated deficit of $60,986,264. In order to fund future operations, maintain rights under licenses and agreements
and to advance the project, the Company must secure sufficient future funding. In these circumstances, there exists
significant doubt as to the ability of the Company to meet its obligations as they come due and, accordingly, as to the
appropriateness of the use of accounting principles applicable to a going concern. The Company secured funding
through an initial public offering of its common shares in December 2007, and an over-allotment option that was
completed on January 18, 2008 for aggregate gross proceeds of $32,091,239. On July 16, 2008 the Company also
completed a private placement of 1,500,000 common shares for an aggregate gross proceeds of $4,500,000; the funds
were used to meet the Company’s exploration requirements and contractual obligations and to continue as a going
concern. While the Company has been successful in raising financing to date, there can be no assurance that it will
be able to do so in future.
These unaudited interim consolidated financial statements do not include adjustments or disclosures that may result
should the Company not be able to continue as a going concern. If the going concern assumption were not appropriate
for these consolidated financial statements, then adjustments would be necessary in the carrying value of assets and
liabilities, and the reported net loss and balance sheet classifications used. These adjustments could be material.

These unaudited interim consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in Canada.
These unaudited interim consolidated financial statements include the accounts of the Company and its 100% owned
subsidiaries: Silver Bear Holdings Limited (a Barbados corporation) (“Holdings”), and ZAO Prognoz (a Russian
Federation corporation). These unaudited interim consolidated financial statements include the assets and liabilities
of the Company as at June 30, 2009 and its results of operations and its cash flows for the period ended June 30,
2009. All significant inter-company accounts and transactions have been eliminated on consolidation.

3. CAPITAL MANAGEMENT
The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company,
in order to support the acquisition and exploration of mineral properties. The Board of Directors does not establish
quantitative return on capital criteria for management, but rather relies on the expertise of management to sustain
future development of the business.
The property in which the Company currently has an interest is in the exploration stage; as such the Company is
dependent on external financing to fund ongoing activities. In order to carry out the planned exploration and pay for
administrative costs, the Company will spend existing working capital and raise additional amounts as needed. The
Company will continue to assess new properties and seek to acquire an interest in additional properties where
sufficient geologic or economic potential are noted and if financial resources exist to do so.
Management reviews its capital management approach on an ongoing basis and believes that this approach, given the
relative size of the Company, is reasonable.
There were no changes in the Company’s approach to capital management during the period ended June 30, 2009
compared to the year ended December 31, 2008. Neither the Company nor its subsidiaries is subject to externally
imposed capital requirements.
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2. BASIS OF PRESENTATION

Financial Risk Factors
The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below:
Credit risk
The Company has no significant concentration of credit risk arising from operations. Cash equivalents consist of
interest earning bank accounts, which are invested with a Canadian chartered bank as well as Government of Canada
Treasury Bills and management believes the risk of loss to be remote. Miscellaneous receivables consist of taxes
due from the Federal Government of Canada and costs paid on behalf of a supplier. Management believes that the
credit risk concentration with respect to accounts receivable is remote.
Liquidity risk
The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities
when due. As at June 30, 2009, the Company had a cash balance of $17,076,808 (December 31, 2008 – $24,170,023) to
settle current liabilities of $1,691,012 (December 31, 2008 – $1,013,888), as well as its commitments outlined in note 13.
Interest rate risk
The Company has cash balances and no interest-bearing debt. The Company’s current policy is to invest excess cash
in high interest earning bank accounts with Canadian financial institutions. The Company periodically monitors the
investments it makes and is satisfied with the credit ratings of its banks.
Foreign currency risk
The Company’s functional currency is the Canadian dollar. The Company funds certain exploration and administrative
expenses on a transaction by transaction basis using US dollar and Russian Ruble currency converted from its
Canadian dollar bank accounts held in Canada. Management believes the foreign exchange risk derived from currency
conversions is negligible and therefore does not hedge its foreign exchange risk.
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Sensitivity analysis
The Company’s cash and cash equivalents are measured at fair value. Accounts payable and accrued liabilities are
classified as other financial liabilities, which are measured at amortized cost. Sensitivity to a plus 1% change in rates
would have affected the net loss for the six-month period by a reduction of $128,621; a minus 1% change in rates would
have increased the net loss for the six-month period by $63,171 as some deposits currently earn less than 1%.
The carrying amount of accounts receivable equals fair market value.
At this time the Company does not hold significant balances in foreign currencies, accordingly management does not
believe that there is a significant exposure to foreign exchange risk. Price risk is remote since the Company is not a
producing entity.

4. INVENTORIES
Material and supplies inventories are stated at the lower of average cost or net realizable value.
Inventories consists of the following:
June 30, December 31,
2009
2008

Fuel and lubricants
Explosives
Drilling supplies and food

$ 807,522

$

673,239

92,529

139,186

915,261

329,983

$ 1,815,312 $ 1,142,408
5. PREPAID EXPENSES
Prepaid expenses consists of the following:
June 30, December 31,
2009
2008

Project advances – Mangazeisky
Exploration Services

$ 531,742

$

582,263

Rent

1,042

24,691

Other

16,866

59,442

$ 549,650

$

666,396

6. MINERAL PROPERTY
Mineral property includes the cost of acquiring exploration and mining licenses.
Mineral property consists of the following:
June 30, December 31,
2009
2008

Mangazeisky – exploration license

$ 1,265,117 $ 1,265,117

The Company acquired the exploration license in respect of the Mangazeisky property when it acquired all the shares
of ZAO Prognoz on October 21, 2004.
The following disclosure provides cumulative exploration costs pursuant to CICA Accounting Guideline 11 “Enterprises
in the Development Stage”.
June 30, December 31,
2009
2008

Mangazeisky

$30,033,032 $24,764,978

Russian management costs
Corporate costs related to exploration activities

1,563,283

1,563,283

477,411

477,411

$32,073,726 $26,805,672
7. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are carried at cost, less accumulated amortization.
Property, plant and equipment consist of the following:
June 30, 2009
Cost

Accumulated
amortization

Net book
value

December 31, 2008
Cost

Accumulated
amortization

Net book
value
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Exploration plant
Mangazeisky site

$ 4,678,307 $ 3,094,715

1,583,592 $ 4,546,848 $ 2,771,239 $ 1,775,609

Construction in progress

622,833

–

622,833

622,833

–

622,833

Yakutsk office

172,423

111,719

60,704

171,013

105,156

65,857

455,073

357,596

97,477

395,453

339,487

55,966

Other office furniture,
equipment and leasehold
improvements

$ 5,928,636 $ 3,564,030 $ 2,364,606 $ 5,736,147 $ 3,215,882 $ 2,520,265
8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consists of the following:
June 30, December 31,
2009
2008

Exploration costs – Mangazeisky project
Corporate – accounts payable and accrued liabilities

$ 1,456,126 $

435,809

234,886

578,079

$ 1,691,012 $ 1,013,888
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and equipment

9. NON-CONTROLLING INTEREST
The non-controlling interest relates to a previous investment in Mine Avlayakan LLC (Avlayakan). On May 27, 2008, the
non-controlling interest was eliminated upon the sale of the Company’s 70% interest in Avlayakan.

10. SHAREHOLDERS’ EQUITY
Common shares
Authorized:
Unlimited number of common shares and preference shares issued:
Issued and outstanding:
June 30, 2009
Number of
common
shares

Balance – Beginning of year

Number of
common
shares

$

35,735,569 $ 67,991,311

Issued pursuant to Initial Public Offering (a)

–

–

700,000

1,560,013

Issued pursuant to private placement, net (b)

–

–

1,500,000

4,219,965

Balance – End of year
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$

37,935,569 $73,771,289

December 31, 2008

37,935,569 $73,771,289

37,935,569 $ 73,771,289

(a)

On January 18, 2008 Silver Bear completed the sale of 700,000 common shares at a price of $3.00 per common
share pursuant to the exercise in part of an over-allotment option for gross proceeds of $2,100,000 (net proceeds
of $1,560,013). The underwriting syndicate was co-led by RBC Capital Markets and Merrill Lynch & Co., and
included GMP Securities L.P. and Wellington West Capital Markets Inc. No further over-allotment options
remain outstanding. On December 19, 2007, Silver Bear successfully completed its initial public offering of
10,000,000 common shares at a price of $3.00 per share for gross proceeds of $30,000,000. Net proceeds after
payment of Agent’s commission of 6% and related expenses were $27,339,953.

(b)

On July 16, 2008 the company completed a private placement with Alfa Bank Consortium for 1,500,000 common
shares for net proceeds to the company of $4,219,965.
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Stock Options
The Company has a stock option plan which is intended to provide an incentive to officers, employees, directors and
consultants of the Company. Stock options are granted from time to time and the option price is determined by the
Compensation Committee of the Board of Directors at its sole discretion but shall not be less than the closing price
of the Company’s common stock on The Toronto Stock Exchange two trading days after the date of the grant. The
term of each option granted is for a period not exceeding ten years from the date of the grant. Except as expressly
provided for in the option holder’s employment, consulting or termination contract, the option holder may exercise
the option to the extent exercisable on the date of such termination at any time within twelve months after the date
of termination.
In May 2008, the Board of Directors approved an increase of 958,333 options to the stock option plan bringing the
total options available to issue to 4,000,000. As at June 30, 2009 the Company had 3,766,659 options outstanding.
June 30, 2009

December 31, 2008

Weighted
average
exercise
price
$

Number

Weighted
average
exercise
price
$

2.72

2,841,655

Number

Balance – Beginning of year

3,766,659 $

$

3.76

Granted

–

–

1,375,002

0.98

Expired

–

–

(449,998)

4.00

2.72

3,766,659

Balance – End of year

3,766,659 $

$

2.72

As at June 30, 2009, the Company had share options outstanding and expiring as follows:
Outstanding

Exercisable

Number

Weighted
average
exercise
price
$

Number

Weighted
average
exercise
price
$

1,133,330

4.50

1,133,330

4.50

2013

880,000

0.28

–

–

2014

1,258,327

3.00

1,141,661

3.00

2015

495,002

2.21

230,001

2.43

3,766,659

2.72

2,504,922

3.31

Expiring during the year

2012

In December 2008, 880,000 stock options were granted to various employees and a director of the Company. The
exercise price of the options is $0.28 and the term is five years. For purposes of valuation, the fair value of the stock
options was estimated on the date of the grant using the Black-Scholes stock option pricing model with the following
assumptions: dividend yield of 0%; expected volatility of 165.18%; risk-free rate of return of 2.41% and an average
expected life of 6 years. The fair market value of these options at time of grant was $171,600.
In August 2008, 300,000 stock options were granted to various directors and an employee of the Company. The exercise
price of the options is $1.70 and the term is seven years. For purposes of valuation, the fair value of the stock options
was estimated on the date of the grant using the Black-Scholes stock option pricing model with the following
assumptions: dividend yield of 0%; expected volatility of 91.7%; risk-free rate of return of 3.13% and an average
expected life of 6 years. The fair market value of these options at time of grant was $510,000.
In February 2008, 195,002 stock options were granted to various directors and an employee of the Company. The
exercise price of the options is $3.00 and the term is seven years. For purposes of valuation, the fair value of the stock
options was estimated on the date of the grant using the Black-Scholes stock option pricing model with the following
assumptions: dividend yield of 0%; expected volatility of 65%; risk-free rate of return of 4.37% and an average expected
life of 6 years. The fair market value of these options at time of grant was $477,755.
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Stock options granted after December 2008 vest as follows: one third on the first anniversary of the grant, one third
on the second anniversary of the grant and one third on the third anniversary of the grant. Stock options granted
before December 2008 vest as follows: one third immediately, one third on the first anniversary of the grant and one
third on the second anniversary of the grant.
Contributed surplus consists of the following:
June 30, December 31,
2009
2008

Balance – Beginning of year
Stock option compensation
Value assigned to expired warrants
Balance – End of year

$ 8,621,876 $ 6,835,085
345,414

1,513,216

–

273,575

$ 8,967,290 $ 8,621,876

Loss per share
As a result of net losses in each of the periods, the potential effect of exercising stock options and warrants has not
been included in the calculation of loss per share because to do so would be anti-dilutive.

11. RELATED PARTY TRANSACTIONS
In November 2008, a new cost sharing agreement was reached between Silver Bear and New Gold (NGD), formerly
Western Goldfields Inc., with an effective date of January 1, 2009. The new agreement amends cost sharing ratios
between the two companies to 33% for Silver Bear and 67% to NGD, to reflect current levels of activities. NGD would
initially incur the costs and Silver Bear will reimburse NGD based on the revised cost sharing agreement.
We relocated our Toronto head office in June 2008 and share premises with NGD. As a result of NGD entering into a
new lease they have charged Silver Bear for our proportional share under the cost sharing agreement. Silver Bear’s
share of the estimated rental and operating costs is approximately $1.9 million over the ten-year term. At June 30,
2009, $4,137 (2008 – $23,063) was receivable from NGD for items paid by Silver Bear and billed to NGD.
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In 2008, 449,998 options expired that had been granted at an average option price of $4.00.

12. NET CHANGE IN NON-CASH WORKING CAPITAL
Net change in non-cash working capital consists of the following:
Three-months ended
June 30,
2009

Receivable from related party

$

5,785

$

364

–

176,221

Inventories

250,301

(273,426)

Prepaid expenses

149,842
38,066
740,211

Non-controlling interest receivable

Six-months ended

June 30,
2008

June 30,
2009

$

18,926
–

June 30,
2008

$

13,148
151,592

(672,904)

(1,407,542)

1,670,988

116,746

1,382,843

(65,639)

39,211

(31,686)

1,000,205

677,124

974,504

$ 1,184,205 $ 2,508,713

$ 179,103

$ 1,082,859

Miscellaneous receivables
Accounts payable and accrued liabilities

13. COMMITMENTS AND CONTINGENCY
In order to maintain the exploration license at the Mangazeisky Project in good standing, Silver Bear is required to
conduct certain minimum levels of exploration activity. The exploration program concluded in 2008 and the program
planned for 2009 more than satisfy the commitments established in the License Agreement.
Silver Bear has entered into a drilling contract to complete a minimum of 10,000 metres of diamond drilling at the
Mangazeisky Project for 2009. Performance of work commenced in May 2009 and is expected to be completed on
October 1, 2009. The Company expects costs to be $2.7 million for the contractor’s portion of the 10,000 metre
program. Silver Bear has also agreed to pay demobilization charges of $26,000 per month at the end of the 2009
drilling program until the equipment is returned to the contractor in Khabarovsk, Russia. Should the Company choose
to sign a contract for drilling services in 2010 before November 15, 2009 these charges would not apply. Should the
Company terminate the contract, charges of $44 per uncompleted metre would apply.
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The Company is involved in legal proceedings from time to time, arising in the ordinary course of its business. Typically,
the amount of ultimate liability with respect to these actions will not, in the opinion of management, materially affect
Silver Bear’s financial position, results of operations or cash flows.
In assessing loss contingencies related to legal proceedings that are pending against us or unasserted claims that
may result in such proceedings, the Company and its legal counsel evaluate the perceived merits of any legal
proceedings or unasserted claims of the amount of relief sought or expected to be sought. If the assessment of a
contingency suggests that a loss is probable, and the amount can be reliably estimated, then a loss is recorded. When
a contingent loss is not probable but is reasonably possible, or it is probable but the amount cannot be reliably
estimated, then details of the contingent loss are disclosed. Loss contingencies considered remote are generally not
disclosed unless they involve guarantees, in which case we disclose the nature of the guarantee. Legal fees incurred
with pending legal proceeding are expensed as incurred.

14. SEGMENTED INFORMATION
The Company’s operating segments include one property in the Russian Federation (Mangazeisky), and a corporate
office in Toronto, Canada.
The following is segmented information as at June 30, 2009:
As at June 30, 2009
Cash and
cash
equivalents

Country / Property

Russia – Mangazeisky
Canada – corporate

$

Inventories

Prepaid
expenses

199,932 $ 1,815,312 $ 451,155 $
16,876,876

–

98,495

$ 17,076,808 $ 1,815,312 $ 549,650 $

Other
current
assets

Mineral
properties

Property,
plant and
equipment

– $ 1,265,117 $ 2,267,129
17,401

–

1,041,627

17,401 $ 1,265,117 $ 3,308,756

The following is segmented information as at December 31, 2008:
As at December 31, 2008

Country / Property

Russia – Mangazeisky
Canada – corporate

Cash and
cash
equivalents

$ 2,739,256

Prepaid
expenses

Inventories

$ 1,142,408 $

21,430,767

–

$ 24,170,023

$ 1,142,408

Other
current
assets

531,483

$

134,913
$

666,396

$

47,579

Property,
plant and
equipment

Mineral
properties

$ 1,265,117 $ 2,464,300

27,959

–

1,000,115

75,538

$ 1,265,117

$ 3,464,415

15. ASSET RETIREMENT OBLIGATION
Asset retirement obligation consists of the following:
June 30, December 31,
2009
2008

Balance at the beginning of the period
Increase in liability
Accretion
Balance, end of year

$ 570,711

$

245,360

–

305,446

19,006

19,905

$ 589,717

$

570,711

The asset retirement obligation relates to the Mangazeisky project located in the Republic of Sakha, Yakutia in the
Russian Federation. The Company estimated the cost of rehabilitating the site at $589,717 in the next three years. Such
estimated costs have been discounted using a credit adjusted risk-free rate of 5.8%. Gross payments are expected to
be $602,292 in 2012 and management has used an inflation factor of 12.6% to determine future gross payments.

16. ASSETS HELD FOR SALE
15
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Assets held for sale consist of two Zinex drill rigs and all ancillary equipment. The Company is in the process of
identifying potential purchasers of the equipment and accordingly the assets are being held for sale.
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