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Management’s Discussion and Analysis of  
Financial Condition and Results of Operations 
 

 
This Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) should 
be read in conjunction with the interim unaudited consolidated financial statements of MBAC Fertilizer Corp. 
(“MBAC” or the “Company” or “we”) for the three and six months ended January 31, 2011 and related notes 
thereto which have been prepared in accordance with Canadian generally accepted accounting principles 
(“Canadian GAAP”).  This MD&A contains “forward-looking information” that is subject to risk factors including 
those set out in the cautionary note, elsewhere in this MD&A and in the Company’s current Annual Information 
Form.  All figures are in thousands of Canadian dollars (“$”), except price per tonne and earnings per share, 
unless otherwise noted.  This MD&A has been prepared as of March 15, 2011.  A copy of this MD&A and 
additional information relating to the Company, including the Company’s current Annual Information Form, are 
available online on the Company’s SEDAR profile at www.sedar.com.  
 
Throughout this MD&A, reference to the “quarter”, “three month period” or “Q2 2011” shall refer to the period 
from November 1, 2010 to January 31, 2011.  References to the “six month period” or “six months ended 
January 31, 2011” shall refer to the period from August 1, 2010 to January 31, 2011.  References to 
“comparative quarter” or “Q2 2010” shall refer to the period from November 1, 2009 to January 31, 2010. 
References to the “comparative six month period” or “six months ended January 31, 2010” shall refer to the 
period from August 1, 2009 to January 31, 2010. 
 
 
CORE BUSINESS 
 
MBAC Fertilizer Corp. is a Canadian-based company, listed on the Toronto Stock Exchange under the symbol 
“MBC”.  The Company presently operates a small-scale phosphate mine and a mill and treatment plant facility 
(the “Itafós Operations”).  The phosphate rock from the Itafós Operations is mined, processed and sold to local 
farmers for direct application. The Company’s vision is to become a significant producer of Single Super 
Phosphate (“SSP”) in the Brazilian market through the exploitation of its mineral resources and the 
development and construction of a substantial SSP production facility (the “Itafós Expansion Project” or “Itafós 
– Phase I”).  The production facility will comprise a mill, a beneficiation plant, a sulphuric acid plant, an SSP 
plant and a granulation plant, and once complete, the Itafós Expansion Project is estimated to have production 
capacity of 500,000 tonnes of SSP per annum. 
 
In addition to the Itafós Expansion Project, the Company is engaged in exploration and evaluation efforts aimed 
at potentially doubling production capacity (“Itafós - Phase II”), which could be in place as early as 2015. 
 
The Company continues to explore various other assets including phosphate and potash opportunities 
throughout Brazil. 
 
 
  

http://www.sedar.com/�
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ITAFÓS PROJECT UPDATE 
 
ITAFÓS OPERATIONS – current processing facility 
 
In October 2008, the Company acquired Itafós Mineração Ltda. (“Itafós”) which held several exploration and 
mining rights along with the net assets comprising the Itafós Operations, sited in the city of Arraias, Tocantins.  
The table below summarizes the tonnage extracted, processed and sold during the three and six months 
ended January 31, 2011 and during the comparative quarters.  
 

 Three months ended Six months ended 

 
January 31, January 31, 

 (In tonnes) 2011 2010 2011 2010 

Extracted    2,278   -   34,646   - 

Processed   5,802   -   31,430   15,429 

Sold   4,829   4,476   25,978   14,724 

     

     

Revenue  $  957  $ 388  $  3,219  $ 1,355 

Avg. selling price per tonne   $ 198.18  $ 86.68  $ 123.91  $ 92.02 
      
 
 
ITAFÓS EXPANSION PROJECT – SSP facility   
 
Though modest in scale, the Itafós Operations presently provide strategic value in respect of industry 
knowledge, market presence and technical expertise, which are all essential to the advancement of the Itafós 
Expansion Project.  During the six month period, MBAC announced the completion of a definitive feasibility 
study entitled “Arraias Tocantins Definitive Feasibility Study Report, as amended” dated October 26, 2010, as 
amended February 10, 2011 (the "DFS Technical Report”), the results of which support the Company’s 
decision to proceed with the Itafós Expansion Project.  The responsible qualified persons for the DFS Technical 
Report are David Frost of AMEC Minproc Engenharia e Consultoria Ltda. (“AMEC”), Carlos Guzmán of NCL 
Brasil Ltda. (“NCL”), Callum Grant of Wardrop Engineering Inc., a Tetra Tech Company (“Wardrop”) and Daniel 
B. J. Kivari, P.Eng of DK Serviços Cadastrais Ltda.  The Itafós Expansion Project will be sited in the city of 
Arraias, Tocantins in Brazil where the mineral deposit is located, approximately 10 kilometers from the existing 
Itafós Operations.  The DFS Technical Report provides a detailed analysis of the technical, operating and 
capital cost considerations of the Itafós Expansion Project and incorporates the results of a National 
Instrument 43-101 (“NI 43-101”) compliant mineral resource estimate report prepared by Wardrop, a mining 
plan prepared by NCL and a market report prepared by MB Agro (Brazil).  The independent technical report 
prepared by Callum Grant of Wardrop entitled “Arraias-Campos Belos Phosphate Project, Brazil - Updated 
Mineral Resource Estimate” (the “Resource Estimate”) dated September, 2010 and the DFS Technical Report 
have been filed under the Company’s profile on SEDAR at www.sedar.com, and readers are referred to the full 
text of such reports.  

Milestones and expected timelines for the Itafós Expansion Project are presented below. 
 

http://www.sedar.com/�
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Highlights of the Definitive Feasibility Study  
The DFS Technical Report supports an open pit mining operation, crushing of the ore on-site, grinding and 
flotation concentration of the phosphate ore.  The flotation concentrate will be further reacted with 
sulphuric acid produced on site. 
 
The following is a summary of the Base Case assumptions and economics of the project: 
 
Base Case assumptions 
• produce and sell on average 500,000 tonnes of SSP per annum; 
• SSP selling price of US$250 per tonne; 
• strip ratio - 1.85 for the first 10 years 

  - 2.30 over the mine life; and 
• average run-of-mine (“ROM”) grade - 5.94% P2O5 in first 10 years 
 - 5.39% P2O5 over the mine life. 
 
Project economics 
• internal rate of return (“IRR”) of 26.8%; 
• net present value (“NPV”) of US$252.5 million, using 10% discount rate; 
• payback period of 3.1 years; 
• mine life of 14.5 years; 
• operating cost (SSP) - US$94.95 per tonne in first 4 years 

  - US$104.32 per tonne over the mine life; and   
• total expected capital cost, including general & administrative, start-up and reclamation costs, of 

US$195 million (± 15%). 
 
A change of ±10% in SSP selling prices would impact the project NPV by approximately ±US$70 million, all 
else being equal.   
 
 
 

Jan – Mar 
2011 

Apr – Jun 
2011 

Jul – Sep 
2011 

Oct – Dec 
2011 

Jan – Mar 
2012 

Apr – Jun 
2012 

Jul – Sep 
2012 

Engineering 

   Detailed engineering

     Environmental studies

     Construction license

     Operational license

Civil Construction

Equipment Acquisition

Electromechanical Erection

Commissioning
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Other highlights 
• formally submitted an environmental impact assessment and report ("EIS");  
• during the quarter, the Company received the Preliminary Environmental License which indicates that 

the Project is environmentally sustainable and establishes the basic requirements going forward;  
• proven and probable mineral reserves based on the production schedule used for the DFS Technical 

Report are as follows1

 
: 

Ore source 000’ tonnes P2O5  

Proven reserves 13,021 4.53% 

Probable reserves 31,223 5.47% 

 
44,244 5.39% 

 
The Company anticipates receiving the construction license and to commence construction on the Itafós 
Expansion Project in Q3 2011.  
 
 
EXPLORATION ACTIVITIES 
 
ITAFÓS - PHASE II 
 
In addition to the Itafós Operations and the proposed Itafós Expansion Project, the Company is engaged in 
exploration efforts aimed at developing Itafós - Phase II, a second expansion aimed at producing 1 Mt of SSP 
as early as 2015.  
 
In addition to the measured and indicated mineral resources defined thus far in the Near Mine area, the 
Company has identified inferred mineral resources and additional areas contiguous to the Domingos block and 
within the Canabrava block that could potentially justify a second SSP plant with additional production capacity 
of approximately 500,000 tonnes per annum.  
 
Based on the Resource Estimate, Wardrop estimates total inferred mineral resources of 24.02 million tonnes 
(“Mt”) with an average P2O5 grade of 5.27% in the following blocks: 
 
 
 Tonnage 

(Mt) 
P2O5 

% Blocks    
Near Mine  4.01 4.00 
Domingos 3.54 4.10 
Canabrava 0.74 3.80 
Avião 0.55 5.66 
Brejo 14.37 6.00 
Cabeçuda 0.81 4.75       
 24.02 5.27 
 
Additional inferred mineral resources may be defined as a result of further drilling in the Northern Domingos 
block and fringes of the Canabrava block.   
 
In the event that exploration and evaluation efforts in respect of these areas result in the successful migration 
of inferred resources to confirm an additional minimum 15 Mt of proven and probable mineral reserves in the 
Near Mine areas, the economies of scale realizable vis-à-vis location, could justify the development of Itafós-
Phase II. 

                                                   
1  The results and conclusions of the DFS Technical Report are based solely on measured mineral resources and indicated mineral 

resources with no consideration for any potential economic upside or extended mine life that may result from the migration of 
inferred mineral resources to measured mineral resources or indicated mineral resources or mine optimization opportunities.  
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During the six month period, the Company reassessed drilling assay data, variograms and other data and 
prepared a work plan to further drill in the Domingos block.   
 
 
SANTANA PHOSPHATE PROJECT 
 
The Santana Project consists of tenement areas covering approximately 90,000 hectares located in the 
southern Pará State, Brazil approximately 80 kilometers away from the main route used for export of soya and 
other agricultural products to Europe and elsewhere.  The proximity to this route also gives the Santana Project 
market access to extensive farm land in the northern Mato Grosso State of Brazil, one of the fastest growing 
agricultural frontiers in the world. 
 
The drilling program at the Santana Project continues to yield high grades consistent with the previously 
announced results.  Two (2) additional drill holes produced grades averaging 17% P2O5.  These preliminary 
results were obtained from a calibrated portable XRF analyzer and all of the recent drill samples are now 
subject to assaying at ALS, an independent external sample analysis laboratory.  These positive results 
obtained in the Santana Project have led the Company to plan for an additional 10,000 meters of drilling 
expected to be completed within the next six months. 
 
The Company expects to have a NI 43-101 compliant technical report prepared for the Santana Project 
between Q4 2011 and Q1 2012 and a scoping study prepared by Q3 2012.  
 

 
CARMO PHOSPHATE PROJECT 
 
During the six month period, MBAC secured access to approximately 40,000 hectares by means of claim 
applications and option contracts for the acquisition of third party exploration tenements in the eastern Minas 
Gerais State in Brazil (“Carmo Phosphate Project”).  Rock chips and channel sampling surrounding the Maxixe 
Plateau demonstrated the presence of mineralization all around it, with grades of up to 18% P2O5.  Follow-up of 
such positive results will include systematic drilling to validate geological continuity as inferred from surface 
mapping. Drilling has been planned so as to provide enough material for a first phase of technological 
characterization and metallurgical testing.  
 
 
REGIONAL BLOCK PROJECT 
 
During the six month period, MBAC focused on exploring other projects and did not perform any exploration 
activities in areas to the north and to the south of the Near Mine block extending for approximately 170 
kilometers (the “Regional Block”).  
 
 
REDSTONE PROJECTS 
 
During the six month period, MBAC and Redstone Resources Limited (“Redstone”) entered into a settlement 
agreement to terminate the option agreements in respect of two (2) exploration projects knows as the Apuí 
Phosphate Project and the Anebá Potash Project, and to distribute, at fair value, the interests in the project 
assets as follows: 
 
(a) MBAC transferred its 35% undivided beneficial interest in each of the projects to Redstone, and; 

 
(b) Redstone, in turn, transferred complete legal and beneficial title in four (4) tenements forming part of 

Anebá to MBAC.  MBAC also granted Redstone a 1% net smelter return royalty on proceeds from any future 
commercial production from the four (4) Anebá tenements. 
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COASTAL POTASH PROJECT 
 
During the six month period, MBAC continued to evaluate the exploration permits for potash along the coast of 
Brazil and data acquired from the Brazilian Petroleum Agency.  After evaluation and consideration of 
systematic work and criteria established by the Company during the quarter, management decided to abandon 
approximately 98% of all tenements held in relation to the Company’s coastal potash project (the “Coastal 
Potash Project”), resulting in a write-off of $751 of related deferred costs.  The Company continues to hold 
tenements related to the Sergipe coastal target area, where bona fide sylvinite intercepts associated with large 
scale salt structures have been identified within 13 kilometers of the coast, under some 50 meters of water. 
 
 
OTHER EXPLORATION ACTIVITES 
 
MBAC has commenced an assessment of opportunities in connection with thermo potash (glauconite) in the 
Minas Gerais State, Brazil, and is participating in the assessment of mature Rare Earth Elements (“REE”) and 
phosphate deposits held by third parties. 
 
 
 
HIGHLIGHTS AND OVERALL PERFORMANCE 

THREE MONTHS ENDED JANUARY 31, 2011 

Significant achievements during the quarter include:  
 

• Received approval from Banco Itaú BBA S.A. for a US$110 million project financing credit facility 
in connection with the Itafós Expansion Project.  Disbursement under the credit facility is subject 
to various terms and conditions precedent.  

• Subsequent to the end of the quarter, completed a bought deal equity financing for aggregate 
gross proceeds of $42,424 less transaction costs of approximately $2,515.   

• Recorded net income of $6,574 or $0.09 basic income per share and $0.08 diluted income per 
share compared to a loss of $8,866 or $0.15 basic loss per share in the comparative quarter.    

• Recorded sales of $957 for the quarter, an increase of 147% over the comparative quarter.  
• Realized average selling price of $198 per tonne for the quarter, representing an increase of 

129% over the comparative quarter.  
• Extracted 2,278 tonnes and produced 5,802 tonnes of phosphate during the quarter. 
• Reported positive results from first diamond drill hole and two additional drill holes at the 

Santana Project with an average grade of 17% P2O5.  
• Continued efforts on development of the Itafós Expansion Project.  
• Cash balance of $52.2 million as at January 31, 2011. 
• Investment in capital assets of $2,600 during the quarter of which $1,376 was invested in fixed 

assets and $1,224 in exploration efforts.  
• Implemented tax structuring plan resulting in the recognition of $8,519 in future income tax 

benefits in respect of the purchase price paid over the net book value of the net assets acquired 
when the Company acquired Itafós.  
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 Three months ended 

January 31, 
Six months ended 

January 31, 

 
2011 2010 2011 2010 

Net income (loss)  $ 6,574  $ (8,866)  $ 4,423  $ (15,493) 
Stock-based compensation   1,199   3,468   2,584   9,270 
Foreign exchange loss    12   1,248   24   750 
Future income tax benefit related to the 
acquisition of Itafós *   (8,519)   -   (8,519)   - 
Write-off of deferred exploration assets   751   -   751   - 
Adjusted income (loss) before income tax 
effects   17   (4,150)   (737)   (5,473) 
Income tax effect of adjustments   -   -   -   - 

Adjusted income (loss)**  $ 17  $ (4,150)  $ (737)  $ (5,473) 

Basic adjusted income (loss) per share  $ 0.00  $ (0.07)  $ (0.01)  $ (0.10) 

Diluted adjusted income (loss) per share  $ 0.00  $ (0.07)  $ (0.01)  $ (0.10) 
*   See “Income Taxes” section. 

** See section on NON-GAAP measures.  
 
 
OUTLOOK AND STRATEGY FOR 2011  
 
The Company’s core objective is to be a significant integrated producer of phosphate and potash fertilizer in 
Brazil.  The Company’s primary focus is to construct and operate the Itafós Expansion Project with commercial 
production targeted for mid-2012.   Subsequent to the end of the quarter, MBAC raised approximately $40 
million in equity financing (the “February 2011 Financing”), which should complete its equity commitment for 
the Itafós Expansion Project.  The Company is in the process of finalizing project financing debt facilities to 
fund the remaining capital requirements for the Project.  The Company anticipates receiving the construction 
license and to commence construction on the Itafós Expansion Project in Q3 2011.  

MBAC also continues to consider other opportunities in both phosphate and potash in Brazil to provide 
continued growth.  MBAC is interested in both producing assets as well as earlier stage exploration projects. 
The Company is currently conducting exploration activities on various “early stage” phosphate deposits 
including the Santana Project where diamond drilling is currently underway.  Initial results appear to support 
the high grades (~17% P2O5) that the Company had found in earlier geological work.  The Santana Project is 
strategically located in close proximity to extensive farmland in the northern Mato Grosso State, one of the 
largest grain and soya producing states in Brazil and one of the fastest growing agricultural frontiers in the 
world.  The Company is also looking to add to its potash portfolio and is currently looking at potential assets in 
Brazil. 

MBAC is committed to prudent and disciplined growth and continuous improvement of the value and returns of 
its various projects.  The Company will also continue to focus on controlling costs and ensuring the effective 
management of capital expenditures.  MBAC continues to consider and evaluate various opportunities that 
would be accretive to shareholder value. 
 
 
REVERSE TAKEOVER TRANSACTION 
 
On December 24, 2009, the Company completed the acquisition of all of the outstanding common shares of 
MBAC Opportunities and Financing Inc. ("FinCO") in exchange for common shares of the Company. The 
transaction constituted a reverse takeover transaction (“RTO”) of the Company by FinCO for accounting 
purposes with FinCO as the acquirer.  The consolidated financial statements of the Company reflect the 
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continuation of the financial statements of FinCO, while the capital structure is that of the Company. Upon 
completion of the RTO, the Company changed its name to MBAC Fertilizer Corp.  
 
 
 
FINANCIAL INFORMATION  
 
The following selected financial data is derived from the interim consolidated financial statements of MBAC for 
the periods presented, which were prepared in accordance with Canadian GAAP: 
 
 
RESULTS OF OPERATIONS  

 
  

 
 

 
 Three months ended  Six months ended 

 January 31, January 31, 

 
2011 2010 2011 2010 

 
  

  Revenue  $ 957  $ 388  $ 3,219  $ 1,355 
Cost of sales   1,039   782   1,931   1,485 

Gross profit    (82)   (394)   1,288   (130) 
Operating expenses   4,425   7,354   8,504   14,779 

Operating loss   (4,507)   (7,748)   (7,216)   (14,909) 
Foreign exchange gain (loss)   (12)   (1,248)   (24)   (750) 
Interest income   159   26   265   57 
Realized gain on sale of available-for-sale securities   -   -   642   - 
Other incomes   -   99   21   120 
Write-off of deferred exploration assets   (751)   -   (751)   - 

Loss before income taxes   (5,111)   (8,871)   (7,063)   (15,482) 

Provision for (recovery) of income taxes - current   130   13   130   54 
 - future   (11,815)   (18)   (11,616)   (43) 

 
  (11,685)   (5)   (11,486)   11 

Net income (loss)  $ 6,574  $ (8,866)  $ 4,423  $ (15,493) 

Basic net income (loss) per common share  $ 0.09  $ (0.15)  $ 0.06  $ (0.28) 

Diluted income (loss) per common share  $ 0.08  $ (0.15)  $ 0.06  $ (0.28) 
     
 
 
FOR THE THREE MONTHS ENDED JANUARY 31, 2011 
 
Revenue and cost of sales 
MBAC extracted 2,278 tonnes (Q2 2010 – NIL) of ore during the quarter ended January 31, 2011.  The 
Company processed 5,802 tonnes (Q2 2010 – NIL) of phosphate rock and sold 4,829 tonnes (Q2 2010 – 
4,476) of processed phosphate, which generated revenue of $957 (Q2 2010 – $388) at an average selling 
price of $198.18 per tonne (Q2 2010 –$86.68 per tonne).   
 
Notwithstanding lower than normal levels of production during the quarter, which was direct result of the effect 
on operations of the rainy season, the Company continued to incur fixed overhead costs associated with the 
Itafós Operations.  Accordingly, idle capacity costs of $797 (Q2 2010 - $426) were charged to cost of sales 
during the quarter. 
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Operating Expenses 

a) Selling, general and administrative expenses  
Selling, general and administrative expenses during the quarter were $3,226 (Q2 2010 - $3,886).  The 
majority of these expenses were attributable to salaries and labour taxes of $1,763–54.6 % (Q2 2010 - 
$1,874–48.6 %), professional fees of $812–25.2 % (Q2 2010 - $909–23.6 %) and selling and travel 
expenses of $569–17.6 % (Q2 2010 - $195–5.1 %). 

 
b) Stock-based compensation 
During the quarter, stock option awards were granted to one executive officer and one director.  At the 
date of grant, the aggregate fair market value of these awards was $753 (Q2 2010 - $5,398).  The current 
and future recognition of the stock-based compensation is, and will be, expensed using the graded vesting 
method of accounting.  Under this method, the expense is recognized based on the vesting date of each 
option with a corresponding increase in contributed surplus.  The Company recognized a total of $1,199 
for the quarter. 

 
Write-off of deferred exploration assets 
During the quarter, the Company decided to relinquish approximately 776,000 hectares of the Coastal Potash 
Project exploration permits, representing total deferred costs of $751 that were written-off. 
 
Provision for (recovery of) future income taxes 
During the quarter, the Company effected a merger of two (2) foreign subsidiaries.  As a result, $8,519, 
representing the tax benefit relating to the excess purchase price paid for the acquisition of one of the 
subsidiaries over the net book value of the net identifiable assets, was recognized as a future tax asset.  In 
addition, a future tax recovery of $3,212 has been recognized during the quarter in respect of operating losses 
available for carry-forward of wholly-owned subsidiary foreign subsidiary. 
 
Net income (loss)  
Income for the quarter was $6,574 compared to a net loss of $8,866 in the comparative quarter.      
 
 
FOR THE SIX MONTHS ENDED JANUARY 31, 2011 
 
Revenue and cost of sales  
MBAC extracted 34,646 tonnes of ore compared with Nil during the first six months of fiscal 2010.  The 
Company processed 31,430 tonnes of phosphate rock compared with 15,429 tonnes in the comparative 
period prior year. The Company sold 25,978 tonnes of processed phosphate, which generated revenue of 
$3,219 at an average selling price of $123.91 per tonne.  This compared to the 14,724 tonnes the Company 
sold in the same period last year generating revenue of $1,355 at an average selling price of $92.02 per 
tonne.   
 
Gross margin for the six month period was 40%, which represents an increase of 50% over the comparative 
period.  The increase resulted primarily as a result of stronger demand, higher prices and higher sales 
volumes.  In addition, inventories on hand from the acquisition of Itafós, which were recorded at fair market 
value, were totally depleted at the beginning of the six month period, resulting in lower cost of sales during the 
six month period compared to the comparative period.  
 
Notwithstanding lower than normal levels of production during the six month period, primarily during the 
quarter, which was direct result of the effect on operations of the rainy season, the Company continued to 
incur fixed overhead costs associated with the Itafós Operations.  Accordingly, idle capacity costs of $797 (six 
months ended January 31, 2010 - $426) were charged to cost of sales for the six month period. 
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Operating Expenses 
a) Selling, general and administrative expenses  
Selling, general and administrative expenses were $5,920 compared to $5,509 during the comparative 
period ended January 31, 2010.  The majority of these costs were attributable to salaries and labour taxes 
of $2,851–48.2 % (six months ended January 31, 2010 - $2,908–53.2 %), professional fees of $1,108–
18.7 % (six months ended January 31, 2010 - $1,431–26.2 %) and selling and travel expenses of 
$1,072–18.1 % (six months ended January 31, 2010 - $311–5.7 %). 

 
b) Stock-based compensation 
During the six months ended January 31, 2011, stock option awards were granted to one executive officer 
and one director.  At the date of grant, the aggregate fair market value of these awards was $821 (six 
months ended Jan 31, 2010 - $15,452).  The current and future recognition of the stock-based 
compensation is, and will be, expensed using the graded vesting method of accounting.  Under this 
method, the expense is recognized based on the vesting date of each option with a corresponding increase 
in contributed surplus.  In addition, the Company recognized a total of $2,584 for the six month period. 

 
Write-off of deferred exploration assets 
During the quarter, the Company decided to relinquish approximately 776,000 hectares of the Coastal Potash 
Project exploration permits.  Deferred costs of $751 were written-off. 
 
Provision for (recovery of) future income taxes 
During the six month period, the Company effected a merger of two (2) foreign subsidiaries.  As a result, 
$8,519, representing the tax benefit relating to the excess purchase price paid for the acquisition of one of the 
subsidiaries over the net book value of the net identifiable assets, was recognized as a future tax asset.  In 
addition, a future tax recovery of $3,212 has been recognized during the quarter in respect of operating losses 
available for carry-forward of wholly-owned subsidiary foreign subsidiary. 
 
Net income (loss) 
Net income for the six month period was $4,423 compared to a net loss of $15,493 in the comparative 
quarter.  During the six month period, MBAC realized a gain of $642 associated with the sale of available-for-
sale securities.    
 

 
FINANCIAL CONDITION 
 
The following selected financial data is derived from the interim consolidated financial statements for the 
periods presented. 
 
 
 
BALANCE SHEET  
 

 

January 31,  
2011 

July 31,  
2010 

Cash  $ 52,237  $ 63,349 
Other current assets   4,136   2,799 
Investments   264   564 
Mineral properties and exploration rights   49,011   45,305 
Exploration and evaluation assets   14,761   15,399 
Other property, plant and equipment   12,406   9,898 

Total assets  $ 132,815  $ 137,314 
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Current liabilities  $ 2,082  $ 3,363 
Future income tax liabilities   3,843   15,254 
Asset retirement obligations   78   51 

Total liabilities   6,003   18,668 

Shareholders' equity   126,812   118,646 

Total liabilities and equity  $ 132,815  $ 137,314 
   
 
 
Assets 
 
Total assets include cash of $52,237, the majority of which represents the unused proceeds from brokered 
private placements. Other significant assets are described below. 
 
Capital assets 
During the quarter, MBAC acquired and constructed property, plant and equipment of $1,376 (Q2 2010 - 
$2,500).  For the six month period, the Company acquired and constructed property, plant and equipment of 
$2,588 (six months ended January 31, 2010 - $3,495). Depreciation and depletion of property, plant and 
equipment and mineral properties for the quarter was $76 (Q2 2010 - $54).  For the six month period, the 
Company expensed depreciation and depletion of $238 (six months ended January 31, 2010 - $125). 
 
Liabilities 
 
Total liabilities are comprised of accounts payable, deferred revenue and future income taxes. Accounts 
payable primarily include $527 (July 31, 2010 - $906) in trade payables, $1,069 (July 31, 2010 - $1,925) in 
wages and labour taxes and $190 (July 31, 2010 - $203) in accrued professional fees.  Deferred revenue of 
$21 represents prepayments from customers for goods to be delivered.  The future tax liability of $3,843 
comprises the future income taxes that arose on the acquisition of the Itafós, net of future income tax assets 
resulting from available tax loss carry-forwards and the deductible premium paid over the net book value of the 
Itafos assets acquired.  In future years, as these assets are depleted or depreciated, the future tax liabilities 
will reverse and be released to income (see “Income Taxes” section). 
 
 
Shareholders’ Equity 
 

 

January 31, 
2011 

July 31, 
 2010 

Share capital 
 

$ 139,731  $ 139,731 
Contributed surplus  16,848   14,264 
Accumulated other comprehensive income  3,335   2,176 
Deficit (33,102)   (37,525) 

 

 
$ 126,812  $ 118,646 
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CASH FLOW INFORMATION 

 

Three months ended 
January 31, 

Six months ended 
January 31, 

 
2011 2010 2011 2010 

Cash flows used in operating activities 
 
 $ (2,755)  $ (2,720)  $ (6,754)  $ (4,511) 

Cash flows used in investing activities   (2,700)   (5,076)   (4,402)   (7,720) 
Cash flows from financing activities   -   53,925   -   53,925 
Foreign currency effect on cash   101   (166)   44   (85) 

Increase (Decrease) in cash  $ (5,354)  $ 45,963  $ (11,112)  $ 41,609 
     
 
 
Three months ended January 31, 2011 
 
Operating activities 
Though the Company earned net income of $6,574 during the quarter, it financed $9,767 of non-cash items 
affecting net income (substantially comprising the future income tax recovery), which, after considering cash 
provided from non-cash working capital items ($438), resulting in $2,755 of cash used to finance operating 
activities.  
 
Investing activities 
During the quarter, the Company invested $2,700 of cash, comprised primarily of investments in property, 
plant and equipment totaling $1,376 (Q2 2010 - $2,500), and expenditures in exploration, evaluation and 
mine development expenditures of $1,224 (Q2 2010 - $2,642). 
 
Drilling and other exploration expenditures are capitalized. Exploration expenditures totalling $1,124 were 
capitalized during the quarter. Below is a summary of these expenditures: 

 

Three months ended 
January 31, 

Six months ended 
January 31, 

 
2011 2010 2011 2010 

Geological  $ 596  $ 716  $ 1,000  $ 1,316 
Engineering   -   133   14   238 
Drilling   132   350   369   907 
Consulting   -   62   2   103 
Permitting   214   1,155   310   1,364 
Lab analysis   147   173   263   332 
Other   134   52   246   91 

 
 $ 1,223  $ 2,641  $ 2,204  $ 4,351 

     
 
Financing activities 
During the quarter, MBAC did not engage in any financing activities. This compared to cash inflow from 
financing activities of $53,925 for the comparative quarter in the last year. 
 
 
Six months ended January 31, 2011 
 
Operating activities 
Though the Company earned net income of $4,423 during the six month period, it financed $8,651 of non-
cash items affecting net income (substantially comprising the future income tax recovery), and $2,526 of non-
cash working capital items, resulting in $6,754 of cash used to finance operating activities.  
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Investing activities 
During the six month period, the Company invested $4,402 of cash, comprised primarily of investments in 
property, plant and equipment totaling $2,588 (six months ended January 31, 2010 - $3,495), and 
expenditures in exploration, evaluation and mine development expenditures of $2,500 (six months ended 
January 31, 2010 - $4,353). 
 
Financing activities 
During the six month period ended January 31, 2011, MBAC did not engage in any financing activities.  
 
 
 
SUMMARY OF QUARTERLY RESULTS 

 
Three months ended 

  Q2 2011 Q1 2011 Q4 2010 Q3 2010 
Net Sales  $ 957  $ 2,262   $ 24   $ 63  
Net income (loss) – total  $ 6,574  $ (2,151)  $ (15,807)  $ (4,827) 
Basic net income (loss) – per share   $ 0.09  $ (0.03)  $ (0.22)  $ (0.07) 
Total assets  $ 132,815  $ 137,144   $ 137,314   $ 150,798  

     

 
Three months ended 

  Q2 2010 Q1 2010 Q4 2009 Q3 2009 
Net Sales  $ 388   $ 967   $ 59   $ 91  
Net loss – total  $ (8,866)  $ (6,630)  $ (1,007)  $ (512) 
Basic net income (loss) – per share   $ (0.15)  $ (0.13)  $ (0.09)  $ (0.03) 
Total assets  $ 153,749   $ 108,140   $ 105,559   $ 104,816  

 
 

NON-GAAP MEASURES 
 
The Company has included certain non-GAAP measures including “Adjusted Earnings or Loss” and “Adjusted 
Earnings or Loss per share” to supplement its financial statements, which are presented in accordance with 
Canadian GAAP.  Non-GAAP measures do not have any standardized meaning prescribed under Canadian 
GAAP, and therefore they may not be comparable to similar measures employed by other companies. The data 
is intended to provide additional information and should not be considered in isolation or as a substitute for 
measures of performance prepared in accordance with Canadian GAAP. 
 
The presentation of adjusted non-GAAP measures are not meant to be a substitute for net earnings or loss or 
net earnings or loss per share presented in accordance with GAAP, but rather should be evaluated in 
conjunction with such GAAP measures. Adjusted Earnings or Loss and Adjusted Earnings or Loss per share are 
calculated as net earnings excluding (a) stock-based compensation, (b) foreign exchange gains or losses 
related to intercompany loans, (c) write-off of deferred exploration assets and (d) unusual and non-recurring 
future income taxes recovery or expense.  Management believes that the presentation of Adjusted Earnings or 
Loss and Adjusted Earnings or Loss per share provide useful information to investors because they exclude 
non-cash and other charges and are a better indication of the Company’s results from operations. The items 
excluded from the computation of Adjusted Earnings or Loss and Adjusted Earnings or Loss per share, which 
are otherwise included in the determination of net earnings or loss and net earnings or loss per share prepared 
in accordance with Canadian GAAP, are items that the Company does not consider to be meaningful in 
evaluating the Company’s past financial performance or the future prospects and may hinder a comparison of 
its period-to-period results. 
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LIQUIDITY AND CAPITAL RESOURCES 
 
Cash as at January 31, 2011 was $52,237 compared to $63,349 at July 31, 2010.  Factors that could impact 
MBAC’s liquidity are monitored regularly and include the project costs, currency fluctuation, operating cash 
costs, capital costs and exploration expenditures. 
 
On February 24, 2011 the Company completed a bought deal financing and issued 13,685,000 common 
shares of the Company for aggregate gross proceeds of $42,424 less transaction costs of approximately 
$2,515.  The net proceeds are intended to be used to advance the Itafós Expansion Project and the 
exploration of the Santana Project. 
 
 
EXPECTED SOURCES AND USES OF FUNDS  
 
For the current fiscal year, management expects that it will require approximately $37 million to fund early-
stage development and construction costs related to the Itafós Expansion Project and sustaining capital, 
approximately $5 million in planned exploration activities and $2 million to fund operating activities including 
working capital.  
 
The Company expects that its cash on hand as at January 31, 2011, combined with the net proceeds from the 
February 2011 Financing will be sufficient to fund the aggregate expenditure requirements of approximately 
$43 million to the end of the current fiscal year.  
 
In consideration of the aggregate capital and non-capital requirements extending beyond July 31, 2011, 
management is actively pursuing both debt and equity financing solutions, primarily to fund the completion of 
the Itafós Expansion Project.  The Company has received Indicative Term Sheets from Banco Itaú BBA S.A. 
(“Itaú BBA”) and the Internal Finance Corporation, the proceeds from which, together with the Company’s cash 
on hand, are expected to fund substantially all of the projected capital expenditures for the Itafós Expansion 
Project.  (See Itafós Expansion Project – SSP facility – Project Economics section). 
 
The Company’s ability to complete the Itafós Expansion Project could be impaired by certain circumstances 
such as material foreign exchange variations, increase in steel prices that may increase forecasted capital 
expenditures, availability of sufficient financing for the Company and a material decrease in the SSP price. 
 
 
CAPITALIZATION 
 
Shareholders’ equity as at January 31, 2011 was $126,812. As at January 31, 2011, MBAC had 72,689,336 
common shares issued and outstanding. 
 
 
STOCK-BASED INCENTIVE PLANS  
 
The Company has established a stock option plan (the “Stock Option Plan”) designed to provide a long-term 
incentive to employees, officers, directors and consultants of the Company. The maximum number of options 
that may be issued under the Stock Option Plan cannot exceed the number that is equal to 10% of the issued 
and outstanding common shares at the date of grant. The Stock Option Plan was adopted by the directors on 
June 10, 2009, and was approved by the shareholders of the Company on July 9, 2009. The vesting period of 
the awards under the plan are determined by the Board of Directors. Also, share purchase options granted 
under the Stock Option Plan cannot have an exercise price that is less than the trading price of the common 
shares on the day immediately preceding the grant date, and are exercisable for a period to be determined by 
the Board.   
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During the quarter and the six month period, the Company issued 823,849 and 890,758 share purchase 
options respectively.  For the quarter and six month period, total fair market values of $753 and $821 
respectively were estimated for these share purchase options.  In addition, the Company recognized a total of 
$1,199 for the quarter and $2,584 for the six month period (quarter and six month period ended January 31, 
2010 - $3,468 and $9,270 respectively) in compensation expense and a corresponding increase in 
contributed surplus.  Under the Company's Stock Option Plan, 400,000 stock options to purchase common 
shares were available for issuance as at January 31, 2011.   
 
The following is a summary of the issued share purchase options to acquire common shares as at the quarter 
end and the changes thereof during the period:  

 

 Six months ended January 31, 2011 

 

Number of 
options 

Weighted average 
exercise price  

Outstanding, beginning of period 7,123,550  $ 2.69 
Granted 890,758   2.46 
Exercised -   - 

Outstanding, end of period 8,014,308  $ 2.67 

Exercisable 5,433,630  $ 2.57 
 
 
The following common shares and convertible securities of the Company were outstanding at March 15, 2011:  
 
 
 
 Expiry date 

 
Exercise price 

Securities 
outstanding 

Common shares 
on exercise 

Common shares - - 86,374,336 - 
Options Aug 12’09 to Nov 27’14 $2.40 to $3.75 8,014,308 8,014,308 
 
 
CONTRACTUAL OBLIGATIONS 
 
The following table lists, as at January 31, 2011, information with respect to the Company’s contractual 
obligations and respective payment due by period: 
 
 
 Total 

Less than 
1 year 1 -3 years 4 -5 years Thereafter 

Mine operating/construction and 
service contracts 

 
$           308 

 
$          131 

 
$         151 

 
$          26 

 
$             - 

Asset retirement obligations 78 - - - 78 

Office leases 518 187 331 - - 

 

 
$           904 

 
$          318 

 
$        482 

 
$         26 

 
$          78 

 
 
FOREIGN EXCHANGE 
 
MBAC’s Brazilian operations are denominated in Brazilian Reais (“BRL” or “R$”), the functional currency of the 
Brazilian entities. Accordingly, fluctuations in the exchange rates can significantly impact (a) the consolidated 
results of operations and (b) the consolidated reported net assets. The effect of changes in currency 
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fluctuations on the operations’ net assets is recorded in the Company’s shareholders’ equity as a cumulative 
translation adjustment. 
 
For the three months ended January 31, 2011, MBAC recognized an unrealized foreign exchange loss of $12. 
This compared to a loss of $1,248 recognized in the same period last year. For the six months ended January 
31, 2011, the Company recognized an unrealized foreign exchange loss of $24 (Q2 2010 - $750). The BRL 
weakened by 0.2% against the Canadian dollar during the quarter and strengthened by 2.3% over the course 
of six months ended January 31, 2011, resulting in a loss in other comprehensive income of $37 for the three 
months and a gain of $1,397 for the six months ended January 31, 2011, on translation of the Brazilian 
entities, compared to a Cumulative Translation Adjustment (“CTA”) loss of $1,063 and $359 for the 
comparative periods.  
 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
As at January 31, 2011, MBAC did not have any off-balance sheet arrangements. 
 
 
INCOME TAXES  
 
MBAC’s combined Canadian federal and provincial statutory tax rate was 29.4%.  There are a number of 
factors that affect MBAC’s effective tax rate, including the rate differential and proportion of income earned in 
each jurisdiction, tax benefits that were not recognized, foreign currency gains and losses and changes in tax 
rates. As a result, MBAC’s effective tax rate may fluctuate from period-to-period.  A reconciliation of the 
Company’s statutory rate to the effective tax rate is provided in Note 7 to the interim consolidated financial 
statements for the quarter ended January 31, 2011.  
 
On January 31, 2011, a wholly-owned foreign subsidiary of MBAC, merged into its wholly-owned subsidiary, 
which entitled the Company to a tax deduction equal to the excess purchase price paid for the acquisition of 
the Itafós assets over the net book value of the net realizable assets at the time of the initial acquisition in 
October 2008.  The deduction gives rise to a future tax benefit of $8,519, which though realizable over the 
estimated life of the mineral reserve, was recorded during the period.  As the tax deduction is utilized in future 
years, the tax asset will be reduced accordingly. 
 
In addition, a future tax recovery of $3,212 has been recognized during the second quarter of 2011 in respect 
of operating losses available for carry-forward of wholly-owned subsidiary foreign subsidiary. 

The interpretation of tax regulations and legislation and their application to the Company’s business is complex 
and subject to change.  Accordingly, the Company’s ability to realize future income tax assets, could 
significantly affect net income or cash flow in future periods. 
 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
 
The Company prepares its financial statements in accordance with Canadian GAAP. Certain estimates and 
assumptions must be made by management that affects the reported amounts of assets, liabilities and 
shareholders’ equity for the period. Critical accounting estimates include estimates that are uncertain and 
changes in such estimates could materially impact the Company’s financial statements.  Management reviews 
its estimates and assumptions on an ongoing basis based on the most current information available.  There 
has been no change in accounting policies since the Company’s most recent year end.  Readers are 
encouraged to read the accounting policies particularly described in the Company’s Audited Consolidated 
Financial Statements and MD&A for the year ended July 31, 2010. 
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INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
CHANGEOVER PLAN  
 
The Company continues to monitor the deliberations and progress on transition to International Financial 
Reporting Standards ("IFRS") by accounting standard setting bodies and securities regulators in Canada and 
Brazil in advance of the Company’s conversion to IFRS in relation to the year ending July 31, 2012. 
 
Differences between Canadian GAAP and IFRS will impact the Company's accounting activities at varying 
degrees, some of which are dependent on policy-choice decisions. The Company's main objective in the 
selection of IFRS policies and transition elections is to become IFRS compliant while ensuring that it provides 
meaningful and transparent information to stakeholders.   
 
MBAC is in the process of establishing a committee to implement and review the conversion project.  The audit 
committee of the Company is kept informed of management's decisions on accounting policy choices under 
IFRS, project status and significant IFRS developments.  
 
At the conclusion of the most recently completed financial year, the Company completed an initial assessment 
and described the major differences identified by this assessment in the following areas of potential 
differences: First time adoption of IFRS, Presentation of Financial Statements, Impairments, Asset Retirement 
Obligations, Stock-based Compensation, Functional Currency Determination, Exploration Expenditures, 
Property Plant and Equipment and Income Taxes.  Readers are encouraged to read the Company’s annual 
MD&A for the year ended July 31, 2010 for further information.  
 
During the quarter, with the assistance of a professional services firm that was engaged by MBAC, the 
Company completed the scoping and diagnostics and finalized the detailed component evaluations for the key 
areas where Canadian GAAP and IFRS differences are expected to arise. The Company is now in the process of 
finalizing key conversion decisions and calculating the impact of conversion on the Company’s financial 
statements. The Company is also designing a process to provide reasonable assurance on the internal controls 
in place relating to the conversion process and changes to existing controls as a result of the transition to IFRS. 
 
The following table summarizes the key elements of the company’s plan for transitioning to IFRS and the 
progress made against each activity.  
 
 

Key Activities Milestones Status 
Accounting policies and procedures:   
• Identify differences between IFRS 

and the Company’s existing policies 
and procedures. 

• Analyze and select ongoing policies 
where alternatives are permitted. 

• Analyze and determine which IFRS 1 
exemptions will be elected on 
transition to IFRSs. 

• Senior management approval and 
audit committee review of policy 
decisions . 

• Revised accounting policy and 
procedures manuals in place by 
changeover date. 

• Conclusion on IFRS 1 exemptions 
under final review.  

• Certain accounting policy decisions 
are currently under review and are 
planned to be finalized during Q3 
2011.  

• Revisions to accounting and 
procedures manuals will be drafted 
as work on each area of IFRS 
progresses 

Financial statement preparation:   
• Prepare financial statements and 

note disclosures in compliance with 
IFRS. 

• Quantify the effects of converting to 
IFRS. 

• Prepare first-time adoption 
reconciliations required under IFRS 1 

• Senior management approval and 
audit committee review of 
preliminary skeleton interim 
financial statements and 
disclosures.  
 

• Preliminary skeleton interim 
statements and note disclosures are 
planned to be prepared and reviewed 
during Q4 2011. 
 

Training and communication:   
• Provide topic-specific training to key 

employees involved with 
implementation. 

• Develop awareness of the likely 

• Ongoing training to key personnel 
as needed 

• IFRS training is planned for Q3 2011.  
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impacts of the transition throughout 
the company. 

• Provide company-specific training on 
revised policies and procedures to 
affected personnel. 
 

Business impacts:   
• Identify impacts of conversion on 

financial covenants, executive 
compensation and contracts. 

• Financial covenant, executive 
compensation and contract 
analysis to be completed. 

• Taxation impacts to be identified 
prior to changeover. 

• Financial covenant and contract 
analysis planned for Q3 2011 

• Income tax accounting impacts 
identification is planned for the 
second half of fiscal 2011. 

IT systems:   
• Identify changes required to IT 

systems and implement solutions. 
• Determine implementation solution 

for capturing financial information 
under Canadian GAAP and IFRS 
during the year of transition to IFRS 
(for comparative information). 

• Necessary changes to IT systems 
implemented by changeover date 

• Solution for capturing financial 
information under Canadian GAAP 
and IFRSs prior to changeover 
date. 

• Required changes to IT systems 
planned for the second half of fiscal 
2011 in conjunction with an upgrade 
to the company’s financial 
information system in Toronto.  

Control environment:   
• Maintain effective Disclosure 

Controls & Procedures and Internal 
Controls over Financial Reporting 
throughout the IFRS project. 

• Design and implement new IFRS 
processes and controls. 

• Incremental controls to be 
developed in the second half of 
fiscal 2011. 

• Redesigned business process 
standards and controls to be in 
place prior to changeover date, as 
required. 

• Impact assessment of IFRS technical 
accounting differences on financial 
reporting risks, procedures, systems 
and controls planned for Q3 2011 

• Business processes including 
controls will be assessed and 
redesigned (as needed) as the 
project progresses. 

 
 
IFRS 1 ELECTIONS  
 
In order to simplify the transition to IFRS, the Company will utilize certain exemptions from the full retrospective 
implementation of all IFRS accounting standards as provided for in IFRS 1, First-time Adoption of International 
Financial Reporting Standards (“IFRS 1”).  In particular, the Company expects to apply IFRS 1 elections for 
business combinations, share-based compensation payments, environmental rehabilitation provisions, 
cumulative translation account and the use of fair value as deemed cost for certain items of property, plant 
and equipment.  A summary of each of these IFRS 1 elections is provided below. 
 
i)  Business combinations 

The Company will elect to utilize the option in IFRS 1 to not apply IFRS 3R, Business Combinations 
retrospectively to business combinations completed prior to July 31, 2010.  The impact of this policy 
decision is that all prior business combinations will continue to be accounted for as they were under 
Canadian GAAP.  As a result of this election, there was no expected impact on MBAC’s opening balance 
sheet due to the transition to IFRS. 

 
ii) Environmental rehabilitation provision 

IFRS 1 allows for a simplified approach for historic changes when estimating environmental rehabilitation 
provision between initial inception of the liability and the adoption of IFRS, as well as the corresponding 
asset.  The Company will elect to utilize this option to simplify the conversion process.   The Company 
expects to complete the quantification of the change in the environmental provision in Q3 2011. 

 
iii) CTA 

IFRS 1 offers the first-time adopter of IFRS the option to reclassify the CTA currently recorded in 
accumulated other comprehensive income directly to retained earnings on transition to IFRS as an 
alternative to full retrospective application of IAS 21, The Effects of Changes in Foreign Exchange Rates.  
The Company will elect to apply this exemption and reset the CTA balance to NIL as of July 31, 2010, 
resulting in the transfer of approximately $1,833 of CTA to our deficit balance as at that date.   
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iv) Fair value as deemed cost 
IFRS 1 allows a first-time adopter of IFRS to record certain assets at fair value on transition to IFRS as an 
alternative to the full retrospective application of applicable IFRSs.  The fair value of these assets is 
deemed to be their cost base for accounting purposes as of that date or an earlier date.  This option is 
available on an individual asset basis.  The Company has not made a decision in respect of this election 
and will assess whether such election would be beneficial to the users of the financial statements.  
 

CONVERSION TIMELINE 
MBAC will be required to adopt IFRS from August 1, 2011 (fiscal 2012), including interim periods in fiscal 
2012.  Comparative interim and annual information will be required for the year ending July 31, 2011 as well 
as an opening balance sheet as at August 1, 2010 prepared in accordance with IFRS. 
 
 
RELATED PARTY TRANSACTIONS 
 
The Company did not enter into any new related party transactions outside of the normal course of operations 
during the quarter and six month period. 
 
 
CONTINGENCIES 
 
Due to the size, complexity and nature of MBAC’s operations, various legal and tax matters arise in the ordinary 
course of business. MBAC accrues for such items when a liability is both probable and the amount can be 
reasonably estimated. In the opinion of management, these matters will not have a material effect on the 
consolidated financial statements of MBAC. 
 
 
PHOSPHATE FERTILIZER MARKETS  
 
The fundamentals for the phosphate market remain strong.  Di-ammonium phosphate (“DAP”) prices FOB 
Tampa, Florida is one of the benchmarks the industry uses for phosphate pricing. DAP fertilizer prices have 
significantly recovered from the mid US$300.00 per tonne range in 2009 to approximately US$600.00 per 
tonne at the end of February 2011.  The strong rebound in the price of fertilizer is being driven primarily by 
rising crop prices, which supports increased demand by farmers.   
 
Brazil recorded record exports in the farming sector in 2010 with US$76.4 billion in comparison with US$64.7 
billion in 2009 and US$71.8 billion recorded in 2008, which was the best year for foreign sales agribusiness.  

According to the Brazilian National Association for Promotion of Fertilizers - ANDA, total consumption of 
fertilizers in Brazil for the calendar year 2010 was 24.5 Mt, which was higher than 22.4 and 22.5 Mt in 2009 
and 2008, respectively.  Total fertilizer consumption for the quarter was 6.1 Mt which represents an increase 
of 23.5% for the same period in the prior year.  For January 2011, fertilizer deliveries reached 1.7 Mt, a 7.3% 
increase over January 2010.  The increase in demand for fertilizers was due mostly to higher applications for 
the second crops of sugar-cane, cotton and maize.  In terms of nutrients, deliveries of nitrogen fertilizers 
increased 13.5%, while demand for phosphate and potash grew 5.1% and 5.5%, respectively.  
 
The International Fertilizer Association (“IFA”) country report estimates Brazil demands in 2011 to be in 
between 3.1 and 3.5 Mt of P2O5 nutrients.  Total tonnes of nutrient consumed in 2010 were 3.1 Mt of P2O5.  

Demand for phosphate is expected to remain strong for the remainder of 2011.  SSP prices in the Company’s 
target region in February were US$345.00 per tonne. 
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RISKS AND UNCERTAINTIES 
 
There were no changes to the Company’s exposure to risks and other uncertainties as described in the July 31, 
2010 year end “Management’s Discussion and Analysis”. 
 
 
DISCLOSURE CONTROLS AND PROCEDURES 
 
Both the Chief Executive Officer (“CEO”) and the Chief Financial Officer (“CFO”) have assessed the design of 
the Company's internal controls over financial reporting as at January 31, 2011, pursuant to the requirements 
of National Instrument 52-109. 
 
The Company has very limited administrative staffing and in many instances, the implementation of internal 
controls relying on segregation of duties is not always possible. The Company relies on senior management 
review and approval to ensure that the controls are effective. There has been no change in the Company’s 
disclosure controls and procedures during the three months ended January 31, 2011 that has materially 
affected, or is reasonably likely to materially affect, the Company’s internal controls over financial reporting  
other than MBAC is implementing certain key controls in connection with the capital expenditure transactions 
in respect of the Itafós Expansion Project.   
 
 
MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING 
 
Management of the Company is responsible for establishing and maintaining effective internal control over 
financial reporting as defined in the rules of the Canadian Securities Administrators. The Company’s internal 
control over financial reporting is designed to provide reasonable assurance regarding the reliability of the 
Company’s financial reporting for external purposes in accordance with accounting principles generally 
accepted in Canada for external purposes. The Company’s internal control over financial reporting includes: 
 
• maintaining records that, in reasonable detail, accurately and fairly reflect our transactions and dispositions 

of the assets of the Company; 
 
• providing reasonable assurance that transactions are recorded as necessary for preparation of the 

Company’s financial statements in accordance with generally accepted accounting principles; 
 
• providing reasonable assurance that receipts and expenditures are made in accordance with authorizations 

of management and the directors of the Company; and 
 
• providing reasonable assurance that unauthorized acquisition, use or disposition of company assets that 

could have a material effect on the Company’s financial statements would be prevented or detected on a 
timely basis. 

 
The Company’s internal control over financial reporting may not prevent or detect all misstatements because 
of inherent limitations. Additionally, projections of any evaluation of effectiveness to future periods are subject 
to the risk that controls may become inadequate due to changes in conditions or deterioration in the degree of 
compliance with the Company’s policies and procedures. 
 
For the three and six months ended January 31, 2011, there have been no significant changes to the internal 
control over financial reporting other than MBAC is implementing certain key controls in connection with the 
capital expenditure transactions in respect of the Itafós Expansion Project.  
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LIMITATIONS OF CONTROLS AND PROCEDURES 
 
The Company’s management, including the Chairman of the Board of Directors and the Chief Executive Officer 
and the Executive Vice President, Finance and Chief Financial Officer, believe that any disclosure controls and 
procedures or internal controls over financial reporting, no matter how well conceived and operated, can 
provide only reasonable, and not absolute, assurance that the objectives of the control system are met. 
Further, the design of a control system must reflect the fact that there are resource constraints, and the 
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control 
systems, they cannot provide absolute assurance that all control issues and instances of fraud, if any, within 
the Company have been prevented or detected. These inherent limitations include the realities that judgments 
in decision making can be faulty, and that breakdowns can occur because of simple error or mistake. 
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more 
people, or by unauthorized override of the control. The design of any systems of controls also is based in part 
upon certain assumptions about the likelihood of future events, and there can be no assurance that any 
design will succeed in achieving its stated goals under all potential future conditions. Accordingly, because of 
the inherent limitations in a cost effective control system, misstatements due to error or fraud may occur and 
not be detected. 
 
 
CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 
 
This MD&A contains ‘‘forward-looking information” within the meaning of applicable Canadian securities 
legislation. Except for statements of historical fact relating to the Company, information contained herein may 
constitute forward-looking information, including any information as to the Company’s strategy, plans or future 
financial or operating performance. Generally, forward-looking information can be identified by the use of 
forward-looking terminology such as “plans”, “expects” , “is expected”,  “estimates”,  “intends”, or variations of 
such words and phrases or statements that certain actions, events or results “may”, “could”, ”would”, “might” 
or “will be taken”, “occur” or “be achieved”.  In particular, forward-looking information included in this MD&A 
includes, without limitation, statements with respect to:  
• the Company’s expansion strategy;  
• the Company’s vision to become a significant integrated producer of potash and phosphate fertilizers in 

the Brazilian market; 
• expected timelines for the completion of the Itafós Expansion Project;  
• expected capital costs associated with the Itafós Expansion Project;  
• the Company’s expectation that it will receive a construction license in Q3 2011;  
• the expectation that proceeds from a project financing facility will fund substantially all of the projected 

capital expenditures;  
• the expectation that cash flows from the Itafós Expansion Project will support borrowing under a project 

financing facility;  
• projections in connection with future agricultural exports, fertilizer demand and fertilizer consumption in 

Brazil;   
• the Company’s expectation that it will achieve its objective of producing approximately 500,000 tonnes 

per year of SSP during the second half of calendar 2012;  
• the Company’s expectations for future use of funds;  
• projections of future levels of taxable income;  
• the Company’s plans to complete an additional 10,000 metres of drilling at the Santana Project within the 

next six months; 
• expected timeline for having a NI 43-101 compliant technical report for the Santana Project; and 
• the expectation of the sufficiency of capital resources to fund all projected capital expenditures for the 

Itafós Expansion Project. 
 
The forward-looking information contained in this MD&A is based on the opinions, assumptions and estimates 
of management set out herein, which are considered to be reasonable as at the date the statements are 
made, and are inherently subject to a variety of risks and uncertainties and other known and unknown factors 
that could cause actual events or results to differ materially from those projected in the forward-looking 
information. These factors include: exploration, development and operating risks; environmental risks and 



     

Management Discussion & Analysis   
Q2 2011  23 

hazards; risks in connection with current global financial conditions; uncertainty with respect to the estimation 
of mineral reserves and mineral resources; uncertainty with respect to inferred mineral resources; fluctuations 
in commodity prices; infrastructure risks; the Company’s ability to obtain all necessary permits; insurance and 
uninsured risks; risks relating to potential disputes to the Company’s title to its properties; the possibility that 
the Company’s concessions may be terminated in certain circumstances; competition with other companies 
possessing greater financial and technical resources than MBAC; risks relating to additional capital 
requirements; currency fluctuations; potential write-downs and impairments; litigation risks; risks relating to 
future acquisitions and the integration of these acquisitions into the Company’s business structure; risks 
relating to governmental regulation of the mining industry; risks relating to the Company’s foreign operations; 
risks relating to labour, employment and other workforce matters; risks relating to the transfer of cash and 
assets to and from MBAC’s foreign subsidiaries; the Company’s dependence upon key management personnel 
and executives; possible conflicts of interests of the Company’s directors and executive officers; possible 
damage to the Company’s reputation; risks relating to potential malicious acts of destruction to the Company’s 
property; risks relating to weather and climate change; volatility with respect to the Company’s stock price; 
uncertainty with respect to the commercial viability of phosphate and potash ore deposits; uncertainty with 
respect to mine development and completion; uncertainty with respect to the accuracy of estimates in the DFS 
Technical Report; operating and political risks; credit risks; risks relating to the Company’s equipment and 
supplies; and uncertainty with respect to the Company’s ability to obtain sufficient financing in order to 
continue its proposed business plan. Although the Company has attempted to identify important factors that 
could cause actual actions, events or results to differ materially from those described in forward-looking 
information, there may be other factors that cause actions, events or results not to be anticipated, estimated 
or intended. There can be no assurance that forward-looking information will prove to be accurate, as actual 
results and future events could differ materially from those anticipated in such information. The reader is 
cautioned not to place undue reliance on forward-looking information. The forward-looking information 
contained herein is presented for the purpose of assisting investors in understanding the Company’s expected 
financial and operational performance and the Company’s plans and objectives and may not be appropriate for 
other purposes. 
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