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CHAIRMAN’S REPORT

Dear Shareholder

Another year has passed and I acknowledge your likely frustration that we seem no closer to the development of
Paron.

The truth is, however, that during the year under review we completed the update of the pre-feasibility study,
revised the development plan to relocate the processing site to a more environmentally secure location and began
preliminary marketing of the project to potential financiers.

We also engaged our consultants to prepare term sheets for the additional work required to complete the
feasibility study and set a tight schedule to secure financing by mid 2011.

Despite this activity we have not been able to present any real news to the share market and consequently our
share price has languished. We hope that, as we get closer to financing Paron that the share market will
acknowledge Latin Gold as an emerging producer.

In terms of financing the capital costs for Paron, we are exploring all possibilities with the least desirable dilution
of shareholders equity through a further capital raising. As a consequence, we have commenced an active
dialogue with the banking sector and will also consider alternate opportunities such as hybrid royalty structures
and direct equity in the project.

On 4 June 2010 we were saddened to report the sudden death in Lima, Peru of one our Directors, Mr Simon
Titchener. Simon had been in the recovery phase after a short illness and his passing was a tremendous shock to
all Directors, staff and consultants of the Company.

Simon had been based in Peru since 2007 and for the past 2 years his sole focus had been to advance the Paron
project into development.

Looking ahead, 2011 will be a pivotal year for Latin. We hope that it be recorded as the year in which the
Company committed to Paron's development and in addition enjoyed exploration success. On behalf of my

fellow Directors, thank you for your continuing support.

Yours sincerely

e U5
-3 :‘—ix..»- Y i’:f;’,’éé*- -
Peter McAleer
Chairman
30 September 2010
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OPERATIONS REPORT

During the year ended 30 June 2010 the Group continued an active exploration and pre-development programme
within Peru and focused on the Paron gold project. This project is located in the Department of Ancash 470km
from Lima.

Paron Gold Project

In mid 2008, an independent pre-feasibility study which included extensive metallurgical test work, a detailed
mine planning study, financal modelling, a review of various development opfions and their potential
demographic and environmental impact was completed.

In April 2010, this study was updated to reflect 2010 costs and a revision in plant layout and location,

Based on a 0.8 g/t gold cut-off, the diluted JORC resources at Paron as calculated by our geological consultant are
calculated to be:

Cut off grade Measured Indicated Inferred Total
0.8 g/t 4918200@157 g/t 658,350@181¢g/t 623450 tonnes @1.6 | 6,200,000 tonnes @ 1.6
gold, 7.0g /t silver gold, 7.0g/t silver g/tgold, 70 g/t g/t gold, 7.0 g/t silver
silver
Metal content 248,282 oz gold 38,316 oz gold 32,013 oz gold 318,354 oz gold
1,106,990 oz silver 148,182 oz silver 140,056 oz silver 1,392,799 oz silver

There is additional exploration potential for between 25,000 - 75,000 ozs of gold on or near surface to the north
and to the north east of the deposit. In addition, a highly speculative multi-million oz gold target at depth within
the hanging wall of the fault which cuts the Paron deposit, exists. (Note: these are exploration targets and whilst
based on sound geological principles are purely speculative and should be considered as such).

A diamond drilling programme to further define the existing resources, as well as test these various targets, is
scheduled to be carried out in the December 2010 quarter.

The pre-feasibility study determined that Paron could be commissioned as a 6-7 year heap leach operation
producing 43,000 ozs of gold per annum, at a cash cost of US$272 per oz.

Major features of the pre-feasibility study were:

» Heap leach operation;

+  Treatment rate of 3,000 tonnes per day (1.06 million tonnes per annum);
o  Mine life of +6 years;

o Diluted head grade of 1.6 g/t gold and 7g/t silver;

o Gold recoveries of 80%, silver recoveries of 40%;

e  Annual production rate of 43,000 ozs gold and 92,000 ozs silver; and

s Waste to ore ratio of 1:1

The capital required to develop the project is estimated at US$23 million and it is projected that the first gold pour
should occur within 18 menths - 24 months of development approval.

Based on a gold price of US$1,000/0z the Paron gold project has a potential net present value of U5$60.9 million,
an internal rate of return of 71% and it is expected to generate EBITDA of $29 million per annum.

The Category Two permit was awarded in late July 2009 and this is regarded as a major achievement for the
Company. This permit effectively allows all required activities up to commencement of mining and has added
significant value to the project.

Simon Titchener

It was with deep sadness that we advised on 4 June 2010 of the sudden death in Lima, Peru of ene of our
Directors, Mr Simon Tiichener.
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OPERATIONS REPORT

Simon was a founding Director of the Company and had been based in Peru since 2007, working on the
exploration and feasibility study of the Paron gold project.

During that period Simon worked diligently on behalf of shareholders in advancing the Paron project to its
current pre-development status, Even during his recent illness and hospitalisation he maintained a strong
commitment to the project by continuing to supervise all activities, including planning for the proposed drilling
programme.

Simon is sorely missed as a work colleague and a friend.

Corporate

The Group had cash holdings of $1,213,190 as at 30 June 2010.

Latin Gold’s currently has 323,152,868 shares on issue and its market capitalisation as at 30 June 2010 was
approximately $5.5 million.

Competent Person

Information in this report relating to the geology and explovation potential of Paron has been reviewed by a
Competent Person as defined in the JORC Code, being Mr Howard Dawson who is a member of the Australian
Institute of Geoscientists, with over 25 years experience in the mining industry and who has sufficient experience
to the style of the mineralisation and type of deposit under consideration and to the activity to which he is
undertaking, and consents to the inclusion in the public release of the matiers based on their information in the

form and context in which it appears.

The resource estimation was prepared by Thomas Guerrero Mendez, who is registered with the Lima stock
exchange as a qualified person to sign geological reports under the JORC code.
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DIRECTORS’ REPORT

DIRECTORS’ REPORT

The Directors present their report on Latin Gold Limited and its controlled entities for the year ended 30 June
2010.

BOARD OF DIRECTORS

The names and details of the Latin Gold Ltd {“Company"”) directors in office during the financial year and until
the date of this report are as follows. Directors were in office for this entire period.

Peter McAleer (Non-Executive Chairman)

Peter McAleer joined the Board as Chairman in 2001. Mr McAleer has over 40 years involvement in the natural
resources sector including minerals, oil and gas in Australia, Chile, Europe and North America, through board
and senior management level involvement.

Responsibilities: Member of the audit committee and has responsibilities for risk identification, strategic
direction and performance evaluations.

Qualifications: Mr McAleer has an honours degree in Commerce and is a Barrister at Law.

Directorships: Kingsgate Consolidated Ltd
Kenmare Resources PLC (Dublin)

Jim Malone (Non-Executive Director)

Jim Malone is a founding director of the Company. On 17 March 2010 Mr Malone ceased acting as Managing
Director of the Company, remaining on the board as a non-executive director.

Mr Malone has worked successfully as an accountant, stockbroker, business analyst and CEO of a medium sized
business for the past 23 years.

Mr Malone, a Commerce graduate from the University of Western Australia worked for Arthur Andersen
accountants, Hartiey Poynton stockbrokers, CSFB and Lehman Brothers merchant banks in London and for the
West Coast Eagles and Richmond Football Clubs, the latter as CEO from 1994 to 2000.

Since 2000, Mr Malone has worked in the respurces industry and has been involved with the start up, successful
listing and ongoing management and development of eight ASX listed and two non-listed resource companies
with a diverse range of commaodities including gold, base metals, uranium, cil and gas and industrial minerals.
These companies have operated projects in Latin America, Europe, Africa, the USA and Australia. Over the past
23 years Mr Malone has lived and worked in Perth, Melbourne, London and Santiago, Chile.

Responsibilities: Ongoing business development, capital raisings, investor relations, risk identification,
corporate governance and financial management of the Company.

Qualifications: Mr Malorne has a Bachelor of Commerce degree from the University of Western Australia
and is an Associate of the Australian Society of CPAs.

Directorships: Richmond Mining Limited — Non-Executive Director
Quest Petroleum NL — Non-Executive Director
Forge Resources Limited - Non-Executive Director
Australian-American Mining Corporation NL - Executive Chairman

Past directorships: Livingstone Petroleum Limited — Non-Executive Chairman
Catalyst Metals Limited — Non-Executive Director
Atlantic Limited — Non-Executive Director
NSL Consolidated Limited — Non-Executive Director
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DIRECTORS’ REPORT

Simon Titchener  (Executive Director — Deceased 3 June 2010)

Simon Titchener was a founding director of the Company. Mr Titchener had 24 years experience in exploration
and project development in the minerals industry including extensive drill program management, project
management of precious and industrial mineral developments and the securing, joint venturing and exploration
management of mining tenements. Mr Titchener was based full-time in the Company’s Peruvian office,

Howard Dawson (Non-Executive Director)

Howard Dawson was appoeinted to the Board in December 2003. Mr Dawson had an 11 year career as a geologist
before entering the securities industry as a research analyst in 1987. Over the subsequent 17 years he fulfilled a
number of complimentary roles within the securities industry including research, corporate advisory, business
.development and management for firms including Hartley Poynton, McIntosh Securities, Merrill Lynch and ABN
AMRO Morgan Limited.

Responsibilities:  Chairman of the audit committee,. Mr Dawson is responsible for capital raisings, risk
identification and the independent technical and financial overview of promoted projects.

Qualifications:  Bachelor of Science (Geology)
SFFINSIA, MAIG

Directorships: Discovery Capital Limited - Executive Chairman
Richmond Mining Limited — Non-Executive Chairman
Tangiers Petroleum Limited — Non-Executive Director

Past directorships: Comet Resources Limited
Bounty Industries Limited
Uranium King Limited — Non-Executive Chairman
Catalyst Metals Limited ~ Non-Executive Chairman
Lunalite International Limited — Non-Executive Director

Michael Higginson (Company Secretary)

Mr Higginson is the holder of a Bachelor of Business Degree and was appointed as Company Secretary on 12 June
2009.

Mr Higginson was formerly an executive officer with the Australian Securities Exchange and has, over the last 23
years, held numerous company secretarial and directorship roles with a range of public listed companies both in
Australia and the UK.

Qualifications:  Bachelor of Business with majors in Finance & Administration

Responsibilities:  Member of the Audif Commiltee

Jim Malone was Company Secretary from the start of the year until his resignation on 17 March 2010.

CORPORATE STRUCTURE

Latin Gold Ltd is a company limited by shares that is incorporated and domiciled in Australia. Latin Gold Ltd
has prepared a consolidated financial report incorporating the entities that it controlled during the financial year,
being wholly-owned entities Westmag Resources Limited, Black Eagle Resources Limited, Black Eagle Resources
Peru SAC, Golden Eagle Resources Peru SAC and Inversiones Fortuna Resources Limitada (collectively the
“Group™).

NATURE OF OPERATIONS AND PRINCIPAL ACTIVITIES

The principal activity of the Group during the year was the development of the Paron gold project in Peru.
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DIRECTORS’ REPORT

EMPLOYEES

The Group employed 2 employees as at 30 June 2010 (2009: 3 employees).

REVIEW OF OPERATIONS

The principal activity of the Group during the year was the development of the Paron gold project in Peru.

A more detailed review of the Group’s operations during the financial year is set out in the Operations Report.
RESULTS OF OPERATIONS

The operating loss after income tax of the Group for the year ended 30 June 2010 was $517,875 (2009: $422,049).
The Group’s basic loss per share for the year was 0.2 cents (2009: 0.3 cents).

No dividend has been paid during or is recommended for the financial year ended 30 June 2010.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

On 22 September 2009, the Company issued an Entitlement Issue Prospectus (“Prospectus”) with the ASIC and
the ASX. Under the terms of the Prospectus, the Company raised capital via a non-renounceable entitlement issue
of 1 new share for every 1 share held by shareholders on 6 October 2009. 161,576,434 new shares were issued at a
price of $0.01 per share, raising $1,615,764 (before costs of the issue).

On 3 June 2010, Mr Simon Titchener passed away.

There were no other significant changes in the state of affairs of the Group during the financial year not otherwise
dealt with in this report and the financial statements.

FUTURE DEVELOPMENTS

Likely future developments in the operations of the Group are referred to in the Chairman’s and Operations
Reports. Other than as referred to in this report, further information as to likely developments in the operations
of the Group and expected results of those operations would, in the opinion of the Directors, be speculative and
prejudicial to the interests of the Group and its shareholders.

SUBSEQUENT EVENTS

On 29 July 2010, the Company granted 1,000,000 options each exercisable at $0.35 and expiring 30 June 2012 to
Veritas Securities Limited.

There has been no other matter or circumstance that has arisen since 30 June 2010 which ahs significantly affected,
or may significantly affect, the operations of the Group, the results of those operations, or the state of affairs of the
Group in subsequent financial years.

FINANCIAL POSITION

The net assets of the Group have increased by $919,926 from $3,650,372 at 30 June 2009 to $4,570,298 at 30 June
2010. This largely was a result of the funds raised pursuant to the Entitlement Issue and capitalising the

exploration expenditure incurred on the Paron project in Peru.

The Group’s working capital, being current assets less current liabilities, has increased from $178,299 in 2009 to
$1,151,777 at 30 June 2010.

In the Directors’ opinion there are reasonable grounds to believe that the Company will be able to pay its debts as
and when they become due and payable.

DIRECTORS’ MEETINGS

The number of meetings attended by each of the Directors of the Company during the financial year was:
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DIRECTORS’ REPORT

Board Meetings
Number held and Number
entitled to attend Attended
Peter McAleer 3 2
Jim Malone 3 3
Simon Titchener 3 3
Howard Dawson 3 3

No meetings of the audit committee of the Group were held during the financial year.
ENVIRONMENTAL ISSUES

The Group’s operations are subject to significant environmental regulation under the laws of Peru. Details of the
Group performance in relation to environmental regulation are as follows:

The Group entities’ exploration activities are subject to the mining acts in the countries in which they operate. The
Company has a policy of complying with or exceeding its environmental performance obligations. The Board
believes that the Company has adequate systems in place for the management of its environmental requirements.
The Company aims to ensure the appropriate standard of environmental care is achieved, and in doing so, that it
is aware of and is in compliance with all environmental legislation. The Directors of the Company are not aware
of any breach of environmental legislation for the financial year under review.

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied for leave of Court to bring proceedings on behalf of the Company or intervene in any
proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the Company
for all or any part of those proceedings.

SHARE OPTIONS

As at the date of this report, there were 6,100,000 (2009: 6,100,000) unissued ordinary shares under option. Refer
to Note 12 of the Financial Statements for further details of the options outstanding at year end.

No person entitled to exercise any option referred to above have or had, by virtue of the option, a right to
participate in any share issue of any other body corporate.
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DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED)

This report details the type and amount of remuneration for each Director of Latin Gold Limited, and for the
executives receiving the highest remuneration.

Remuneration Policy

It is the Company’s objective fo provide maximum stakeholder benefit from the retention of a high quality Board
by remunerating Directors fairly and appropriately with reference to relevant employment market conditions. To
assist in achieving the objective the Board links the nature and amount of executive Directors’ emoluments to the
Company’s financial and operational performance. The expected outcomes of this remuneration structure are:

. Retention and motivation of Directors
. Performance rewards to allow Directors to share the rewards of the success of Latin Gold Limited

The remuneration of an executive Director will be decided by the full Board. In determining competitive
remuneration rates the Board reviews local and international trends among comparative companies and the
industry generally. It also examines terms and conditions for the employee share option plan.

The maximum remuneration of non-executive Directors is the subject of shareholder resolution in accordance
with the Company’s Constitution, and the Corporations Act as applicable. The apportionment of non-executive
Director remuneration, within that maximum, will be made by the Board having regard to the inputs and value to
the Company of the respective contributions by each non-executive Director.

The Board may award additional remuneration to non-executive Directors called upen to perform extra services
or make special exertions on behalf of the Company.

There is no scheme to provide retirement benefits, other than statutory superannuation, to non-executive
Directors.

All equity based remuneration paid to Directors and executives is valued at the cost to the Company and
expensed. Options are valued using the Black-Scholes methodology.

Performance Based Remuneration

The issue of options fo Directors in accordance with the Company’s employee share option plan to encourage the
alignment of personal and shareholder returns. The intention of this program is to align the objectives of
Directors/executives with that of the business and shareholders. In addition, all Directors and executives are
encouraged to hold shares in the Company.

The Company has not paid bonuses to Directors or executives to date.

Company Performance, Shareholder Wealth and Directors” and Executives’ Remuneration

The remuneration policy has been tailored to maximise the commonality of goals between shareholders and
Directors and executives. The method applied in achieving this aim to date being the issue of options to Directors

to encourage the alignment of personal and shareholder interests. The Company believes this policy will be the
most effective in increasing shareholder wealth.

The following table shows the gross revenue, operating loss, net assets and share price at the end of the respective
financial years.

2003 2004 2005 2006 2007 2008 2009 2010
Revenue $184,073 $102,510 $94,506 $170,155 $82,972 $33,625 $15,787 $42,284
Net loss $731,978 $1,064,404 $1,055863 $2,195404 $1,133,803 $650,527 $422,049 $517,875

Netassets  $293,587 $1,870,263 $2,177,883 $1,194,565 $1,860,094 $3,390,162 $3,650,372 $4,570,298
Share price 8.0c 12.5¢ 7.2¢ 7.0c 5.1c 3.7c 3.0¢ 1.7¢

The focus of the Group is the Paron gold project which the Directors believe has the potential to add significant
value to the Company.
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DIRECTORS’ REPORT

Details of Remuneration for Year Ended 30 June 2010

The remuneration for each Director and executive of the Group during the year ended 30 June 2010 was as
follows:

Directors and Executive Officers’ Emoluments

2010 Annual Emoluments Performance Related Total % of
Remuneration
Names Salary Non- Super- Options Options consisting of
& Fees Monetary annuation Granted Amortised Options
S Benefits $ $ $
$
Directors Emoluments
P McAleer 24,000 - - - 2,384 26,384 9%
J Malone 35,000 - - - 5,960 40,960 14%
S Titchener 140,354 26,407 5,960 172,721 3.4%
H Dawson 34,000 - - - 5,960 39,960 15%
Total 233,354 26,407 - - 20,264 280,025 7.24%

Executive Emoluments = ! -

The remuneration for each Director and of the one executive officer of the Group during the year ended 30 June
2009 was as follows:

Directors and Executive Officers” Emoluments

2009 Annual Emoluments Performance Related Total % of
Remuneration
Names Salary Non- Super- Options Options consisting of

& Fees Monetary  annuation  Granted Amortised options
$ Benefits $ $ $
5
Directors Emoluments

P McAleer 2,543 6,356 8,899 71%

J Malone 15,100 2,543 - - 15,894 33,537 47%

S Titchener 25,951 25,700 3,462 . 15,894 71,007 22%

H Dawson 14,400 2,544 - - 15,894 32,838 48%

Total 55,451 33,330 3,462 - 54,038 146,281 37%

Executive Emoluments : 3

Performance Income as a Proportion of Total Remuneration

No options were issued for the 30 June 2010 financial year. Amounis vesting of options issued during prior
financial periods represented 7.24% of total Directors’ emoluments for the year ended 30 June 2010.
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DIRECTORS’ REPORT

Compensation Options: Granted and Vested During the Year (Consolidated)

During the year ended 30 June 2010, no options were granted. None of the options vested in the current year. The
options disclosed below as vested, had vested by 30 June 2009.

Granted Terms and Conditions for Each Grant Vested
No. Grant Date Fair Exercise Expiry Date First Last No. %
Value per Price Per Exercise Exercise
Option  Option Date Date
at Grant
Date

Directors

P McAleer 600,600 28.12.2007  $0.0298 $0.08 31.12.2010 28.12.2007 31.12.2010 400,000 66.7
] Malone 1,500,00C 28.12.2007  $0.0298 $0.08 31.12.2010 28.12.2007 31.12.2010 1,000,000 66.7
S Titchener 1,500,000 28.12.2007  $0.0298 $0.08 31.12.2010 28122007 31.12.2010 1,000,000 66.7
HDawson 1,500,000 28122007  $0.0298 $0.08 31.12.2010 28.12.2007 31.12.2010 1,000,000 66.7

Total 5,100,000 3,400,000 66.7

Options granted as part of remuneration in the year ended 30 June 2010

Value of Value of Value of Remuneration
options options options lapsed  consisting of
granted exercised during the year options for the

during the  during the year year

year
$ $ $ %

Directors
P McAleer - - - 9%
J Malone . - - 14%
S Titchener . - 3.4%
H Dawson - - 15%
Executives = - -
Total - - - 7.24%

There were no alterations to the terms and conditions of options granted as remuneration since their grant date.
There were no options exercised, lapsed or forfeited during the year.

Employment Contracts of Directors and Senior Executives

There are no employment contracts for the Chairman and non-executive Directors.

Messrs Malone and Dawson are currently receiving monthly remuneration of $2,000 and Mr McAleer is receiving
monthly remuneration of $1,000. This position will, however, be reviewed from time to time and it is expected

that fees will again be paid at commercial rates at some stage during the current financial year.

Mr Titchener had a consultancy agreement with Westmag Resources Limited (Bahamas) dated 1 December 2005.
Mr Titchener was being paid $10,000 per month until his passing on 3 June 2010.
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DIRECTORS’ REPORT

DIRECTORS' INTERESTS IN SHARES AND OPTIONS

As at the date of this report, the interests of the Directors in the shares and options of the Company are:

Ordinary Shares Options

Directors Balance at  Purchasedl/(Sold) Balanceat | Balanceat  Expired Issued Balance at

beginning of date of beginning date of
year Directors’ of year Directors’

Report Report
P McAleer 1,382,539 1,382,539 2,765,078 600,000 - 600,000
J Malone 1,670,000 1,670,000 3,340,000 1,500,000 - - 1,500,000
H Dawson 1,953,000 1,953,000 3,906,000 1,500,000 - 1,500,000
5,005,539 5,005,539 10,011,078 3,600,000 - - 3,600,000

Further details on options can be found in Note 18(d}.
INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Company currently does not have an insurance policy in place for Directors and officers insurance. The total
premium paid by the Company during the year ended 30 June 2010 was nil (2009: $10,173}.

NON-AUDIT SERVICES

During the year professional fees of $3,575 (2009: nil) were paid to the external auditor for the provision of an
independent expert report.

The Directors are satisfied that the provision of non-audit services is compatible with the general standard of
independence for auditors imposed by the Corporations Act 2001. The nature and scope of the non-audit service
provided means that the auditor independence was not compromised.

No other fees for non-audit services were paid to the external auditors during the year.
AUDITOR’S INDEPENDENCE DECLARATION

The lead auditor’s independence declaration for the year ended 30 June 2010 has been received and immediately
follows the Directors’ Report.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the Directors of Latin
Gold support and have adhered to the principles of sound corporate governance.

The Board recognises the recent recommendations of the Australian Securities Exchange Corporate Governance
Council and considers that Latin Gold is in compliance with those guidelines which are of critical importance to
the commercial operation of a junior listed resources company. During the financial year, shareholders continued
to receive the benefit of an efficient and cost-effective corporate governance policy adopted by the Company. The
Company’s corporate governance statement and disclosures are contained in this annual report.

This report is made in accordance with a resolution of the Directors.
Howard Dawson

Director

Perth, Western Australia
30 September 2010
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Stantons International

ABN 41 103 088 697

LEVEL 1, 1 HAVELOCK STREET
WEST PERTH WA 6005, AUSTRALA
PH: 61 B 9481 3188 = FAX: 61 8 9321 1204

www . stcinfons, com,qu

30 September 2010

Board of Directors
Latin Gold Limited
103 Abernethy Road,
BELMONT, WA 6104

Dear Directors
RE: LATIN GOLD LIMITED

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the
following declaration of independence to the directors of Latin Gold Limited.

As Audit Director for the audit of the financial statements of Latin Gold Limited for the year ended
30 June 2010, | declare that to the best of my knowledge and belief, there have been no
contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation fo the
audit; and

(i)  any applicable code of professional conduct in relation to the audit.
Yours sincerely

STANTONS INTERNATIONAL
{Authorised Audit Company)

/’\_,

John Van Dieren
Director

o)

Liability fimited by a scheme approved under
Professional Standards Legisiafion 13 Mamber of Russell Bedford Intematicnal




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2010

Consolidated
2010 2009

Note $ $
Current Assets
Cash and cash equivalents 6 1,213,190 191,969
Trade and other receivables 7 15,242 22,500
Prepayments 8 4,946 10,217
Total Current Assets 1,233,378 225,086
Non-Current Assets
Plant and equipment 9 13,027 20,810
Exploration and evaluation expenditure 10 3,405,495 3,451,263
Total Non-Current Assets 3,418,522 3,472,073
TOTAL ASSETS 4,651,900 3,697,159
Current Liabilities
Trade and other payables 11 81,602 46,787
Total Current Liabilities 81,602 46,787
Total Non-Current Liabilities i =
TOTAL LIABILITIES 81,602 46,787
NET ASSETS 4,570,298 3,650,372
Equity
Coniributed equity 12 13,269,603 11,742,396
Reserves 13 415,270 504,676
Accumulated losses 14 (9,114,575) (8,596,700}
TOTAL EQUITY 4,570,298 3,650,372

The above consolidated statement of financial position should be read in conjunction with the accompanying
notes.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the Year Ended 30 June 2010

Consolidated
2010 2009
Note $ 5
Revenue 2 42,284 15,787
Project costs 3{a) (18,145) -
Employee costs {148,820) (102,868)
Occupancy costs (17,570) (16,217)
General and administration costs (371,873) (297,663)
Depreciation 3(a) (13,855) (14,002)
Foreign exchange gains / (losses) 3(b) 10,349 (7,086)
Interest expense 3(a) (245)
Loss before income tax expense (517,875) (422,049)
Income tax expense 5 - -
Net loss for the year 14 (517,875) (422,049)
Other comprehensive income
Exchange differences on translation of 13 (109,670} 627,576
foreign operations
Total comprehensive (loss)/profit for the (627,545) 205,527
year
Net loss attributable to the members of the
parent entity (517 875) (422,049)
Total comprehensive (loss) /profit
attributable to members of parent entity (627,545) 205,527
Basic loss per share (cents per share) 4 (0.2) (0.3)
Diluted loss per share {cents per share) 4 (0.2 (0.3)

The above consolidated statement of comprehensive income should be read in conjunction with the
accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the Year Ended 30 June 2010

Contributed Reserves Accumulated Total
Equity losses Equity
$ $
$ $
As at 1 July 2008 11,742,396 (177,118) (8,174,651) 3,390,627
Net loss for the year - - (422,049) (422,049)
Other comprehensive income for i 627,756 ) 627.756
the year
Total comprehensive income for : 627.756 (422,049) 205,707
the year
Equity based payments } 54,038 _ 54,038
As at 30 June 2009 11,742,396 504,676 (8,596,700) 3,650,372
As at 1 July 2009 11,742,396 504,676 (8,596,700} 3,650,372
Net loss for the year - (517,875) (517,875)
Other comprehensive income for (109,670) _ (109,670)
the year
;zat:l comprehensive loss for the ) (109,670) (517,875) (627,545)
Issue of shares 1,615,764 1,615,764
Share issue costs (88,557) - - (88,557)
Equity based payments - 20,264 . 20,264
Balance at 30 June 2010 13,269,603 415,270 (9,114,575) 4,570,298

The above consolidated statement of changes in equity should be read in conjunction with the accompanying
notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the Year Ended 30 June 2010

Consolidated
2010 2009

Note $ %
Cash Flows from Operating Activities
Payments to suppliers, contractors and
employees (502,723) (389,631)
Interest received 42,984 15,787
Net cash flows used in operating activities 15 (460,439) (373,844)
Cash Flows from Investing Activities
Payments for exploration and evaluation (54,684) (167,630)
Payments for plant and equipment (1,687)
Net cash flows used in investing activities (56,371) (167,630)
Cash Flows from Financing Activities
Proceeds from issue of shares 1,615,764 c
Share issue expenses (88,557) -
Net cash flows from financing activities 1,527,207
Net increase / (decrease) in cash and cash
equivalents 1,010,397 (541,474)
Cash and cash equivalents at the beginning
of the financial year 191,969 673,805
Effects of exchange rate changes on cash 10,824 59,638
Cash and cash equivalents at the end of the
financial year 6 1,213,190 191,969

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

L STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
(a) Financial Reporting Framework

The financial report covers the consolidated entity of Latin Gold Limited and controlled entities (the
“Group”). Latin Gold Limited (the “Company”} is a listed public company, incorporated and domiciled in
Australia.

Separate financial statements for the Company as an individual entity are no longer presented as a
consequence of a change to the Corporations Act 2001, however, required information for the Company as
an individual entity is included in Note 23.

Statement of compliance

The financial report is a general purpose financial report that has been prepared in accordance with
Accounting Standards, Australian Accounting Interpretations, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2001. Accounting Standards include
Australian equivalents to International Financial Reporting Standards (*A-IFRS’). Compliance with the A-
IFRS ensures that the consolidated financial statements and notes of the consolidated entity comply with
International Financial Reporting Standards (‘IFRS’). The consolidated financial report of the Group
complies with International Financial Reporting Standards and Interpretations adopted by the
International Accounting Standards Board.

The financial report has been prepared on an accruals basis and is based on historical costs and does not
take into account changing money values or, except where stated, current valuations of non-current assets.
Cost is based on the fair values of the consideration given in exchange for assets.

The financial report of Latin Gold Limited for the year ended 30 June 2010 was authorised for issue in
accordance with a resolution of the Directors on 30 September 2010.

Going concern

The financial report has been prepared on the basis of the Group being a going concern. This assumption
is based on the ability of the Directors of the Company to raise the appropriate funds for the Company and
Group to continue to operate as such, on a timely basis.

In the Directors’ opinion, based on the Company’s ability in the past to raise capital as and when required,
there are reasonable grounds to assume they will be able to raise further funds as and when they are
required.

{b)  Significant accounting policies

The following is a summary of the material accounting policies adopted by the Group in the preparation
of the financial report. The accounting policies have been consistently applied, unless otherwise stated.

The Group has applied the revised AASB 101 Presentation of Financial Statements which became effective
on 1 July 2009. The revised standard requires the separate presentation of a statement of comprehensive
income and a statement of changes in equity. All non-owner changes in equity must now be presented in
the statement of comprehensive income. As a consequence, the Group had to change the presentation of its
financial statements. Comparative information has been re-presented so that it is also in conformity of the
revised standard.

() Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all entities controlled by
Latin Gold Limited at the end of the reporting period. A controlled entity is any entity over which Latin
Gold Limited has the power to govern the financial and operating policies so as to obtain benefits from the
entity’s activities. Control will generally exist when the parent owns, directly or indirectly through
subsidiaries, more than half of the voting power of an entity. In assessing the power to govern, the
existence and effect of holdings of actual and potential voting rights are also considered.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2010

6]

(e)

0

(g)

(h}

@)

®

Where controlled entities have entered or left the Group during the year, the financial performance of
those entities are included only for the period of the year that they were controlled. A list of controlled
entities is contained in Note 26 to the financial statements.

In preparing the consolidated financial statements, all inter-group balances and transactions between
entities in the consolidated group have been eliminated on consolidation. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with those adopted by the parent
entity.

Non-controlling interest, being the equity in a subsidiary not attributable, directly or indirectly, to a
parent, are shown separately within the Equity section of the consolidated Statement of Financial Position
and Statement of Comprehensive Income. The non-controlling interests in the net assets comprise their
interests at the date of the original business combination and their share of changes in equity since that
date.

Revenue

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to
the financial assets.

Impairment

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. The impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash includes cash on hand and at call deposits with banks
or financial institutions and investments in money market instruments with less than 30 days to maturity.

Trade and other receivables
Trade receivables, loans, and other receivables are recorded at amortised cost less impairment.

Investments

Non-current investments are measured at cost. The carrying amount of non-current investments is
reviewed annually by directors to ensure it is not in excess of the recoverable amount of these investments.
The recoverable amount is assessed from the quoted market value for listed investments or the underlying
net assets for other non-listed investments. The expected net cash flows from investments have been
discounted to theijr present value in determining the recoverable amounts.

Property, plant and equipment

Plant and equipment is carried at cost less accumulated depreciation and any accumulated impairment
loss.

Depreciation is provided on plant and equipment. Depreciation is calculated on a reducing balance basis
s0 as to write off the net costs of each asset over the expected useful life. The rates vary between 20% and
40% per annum.

Exploration and Evaluation Expenditure

Exploration and evaluation expenditure incurred by or on behalf of the Group is accumulated separately
for each area of interest. Such expenditure comprises net direct costs and an appropriate portion of related
overhead expenditure. Each area of interest is limited to a size related to a known or probable mineral
resource capable of supporting a mining operation.

Exploration expenditure for each area of interest is written off as incurred, except that it may be carried
forward provided that one of the following conditions is met:
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NOTES TO THE FINANCIAL STATEMENTS
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» such costs are expected to be recouped through successful development and exploitation of the area of
interest or, alternatively, by its sale; or

e exploration activities in an area of interest have not, at reporting date reached a stage which permits a
reasonable assessment of the existence or otherwise of economicaily recoverable reserves.

The Group performs impairment testing when facts and circumstances suggest the carrying amount has
been impaired. If it was determined that the asset was impaired it would be immediately written off to the
statement of comprehensive income.

Expenditure is not carried forward in respect of any area of interest unless the Group’s right of tenure to
that area of interest is current. Expenditures incurred before the Group has obtained legal rights to explore
a specific area are expensed as incurred. Amortisation is not charged on areas under development,
pending commencement of production.

(k)  Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of the
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition.

m Provisions

Provisions are measured at the present value of management’s best estimate of the expenditure required
to settle the present obligation at the reporting date.

(m) Employee entitlements

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporting date. These benefits include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected
to be settled within twelve months of the reporting date are measured at their nominal amounts based on
remuneration rates which are expected to be paid when the liability is settled. All other employee benefit
liabilities are measured at the present value of the estimated future cash outflow to be made in respect of
services provided by employees up to the reporting date.

In determining the present value of future cash outflows, the market yield as at the reporting date on
national government bonds, which have terms to maturity approximating the terms of the related
liabilities, are used.

Employees benefit expenses and revenues arising in respect of the following categories:

= wages and salaries, non-monetary benefits, annual leave, long service leave and other leave
benefits; and

* other types of employee benefits are recognised against profits on a net basis in their respective
categories.

{n) Income tax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of
the taxable profit or tax loss for the period. It is calculated using tax rates and tax laws that have been
enacted or substantively enacted by reporting date. Current tax for current and prior periods is recognised
as a liability (or asset} to the extent that it is unpaid {or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive statement of financial position liability method in
respect of temporary differences arising from differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax base of those items.
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(o)

(p)

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets
are recognised to the extent that it is probable that sufficient taxable amounts will be available against
which deductible temporary differences or unused tax losses and tax offsets can be utilised. However,
deferred tax assets and liabilities are not recognised if the temporary differences giving rise to them arise

from the initial recognition of assets and liabilities (other than as a result of a business combination) which
affects neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised
in relation to taxable temporary differences arising from goodwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, branches, associates and joint ventures except where the consclidated entity is able to control
the reversal of the temporary differences and it is probable that the temporary differences will not reverse
in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with these investments and interests are only recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s)
when the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted by reporting date. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would follow from the manner in which the
consolidated entity expects, at the reporting date, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the company/consolidated entity intends to settle its current tax assets and liabilities on a
net basis.

Current and deferred tax for the period

Current and deferred tax is recognised as an expense or income in the statement of comprehensive
income, except when it relates fo items credited or debited directly to equity, in which case the deferred
tax is also recognised directly in equity, or where it arises from the initial accounting for a business
combination, in which case it is taken into account in the determination of goodwill or excess.

Equity-based payments

The Company determines the fair value of options issued to employees as remuneration and recognises
the expense in the statement of comprehensive income. This policy is not limited to options and also
extends to other forms of equity based remuneration.

Fair value is measured using a Black-Scholes option pricing model that takes into account the exercise
price, the term of the option, the impact of dilution, the share price at grant date and expected price
volatility of the underlying share, the expected dividend yield and the risk free interest rate for the term of
the option. The expected life used in the model has been adjusted, based on management’s best estimate,
for the effects of non-transferability, exercise restrictions, and behavioural considerations. The fair value
determined at the grant date of the equity-settled share-based payments is expensed on a straight-line
basis over the vesting period.

Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency
of the primary economic environment in which the entity operates (“the functional currency”). The
consolidated financial statements are presented in Australian dollars, which is Latin Gold Limited’s
functional and presentation currency.

The functional currencies of the Company’s subsidiaries are as follows:

Australia - AUD; Bahamas — USD; Chile ~ CLP; and Peru - PEN
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(q)

(x)

(s)

L)

(if) Transactions and balances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the statement of comprehensive income.

(iii) Group companies
The results and financial position of all the Group entities that have a functional currency different from
the presentation currency are translated into the presentation currency as follows:
* Assets and liabilities for each statement of financial position presented are translated at the closing rate
at the date of the statement of financial position;
» Income and expenses for each statement of comprehensive income are translated at average exchange
rates; and
¢ All resulting exchange differences are recognised in other comprehensive income.

Earnings per share

Basic earnings per share is determined by dividing the profit / (loss) from ordinary activities after related
income tax expense by the weighted average number of ordinary shares outstanding during the financial
year.

Diluted earnings per share is calculated as net profit / (loss) attributable to members of the parent,
adjusted for:
- costs of servicing equity (other than dividends);
the after tax effect of dividends and interest associated with dilutive potential ordinary shares that
have been recognised as expenses; and
other non-discretionary changes in revenues or expenses during the period that would result from
the dilution of potential ordinary shares;
divided by the weighted average number of ordinary shares and dilutive potential ordinary shares,
adjusted for any bonus element.

Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST except:

*  where the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part
of the expense item as applicable; and

»  receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis and the GST component of cash
flows arising from investing and financial activities, which are recoverable from, or payable to, the

taxation authority, are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation authority.

Comparative amounts

When required by accounting standards, comparative figures have been re-stated to conform to changes in
the current year.

Critical accounting estimates and judgments
The directors evaluate estimates and judgements incorporated into the financial report based on historical

knowledge and best available current information. Estimates assume a reasonable expectation of future
events and are based on current trends and economic data, obtained both externally and within the Group.
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(u)

Examples of those areas which require accounting estimates and judgments include provision for write-
down of loans; carrying values of exploration expenditure and share-based payments.

Impairment of capitalised exploration and evaluation expenditure

The future recoverability of capitalised exploration and evaluation expenditure is dependent on a number
of factors, including whether the Group decides to exploit the related lease itself or, if not, whether it
successfully recovers the related exploration and evaluation assets through sale.

Factors that could impact the future recoverability include the level of reserves and resources, future
technological changes, which could impact the cost of mining, future legal changes (including changes to
environmental restoration obligations) and changes to commodity prices.

To the extent that capitalised exploration and evaluation expenditure is determined not to be recoverable
in the future, profits and net assets will be reduced in the period in which this determination is made.

In addition, exploration and evaluation expenditure is capitalised if activities in the area of interest have
not yet reached a stage that permits a reasonable assessment of the existence or otherwise of economically
recoverable reserves. To the extent it is determined in the future that this capitalised expenditure should
be written off, profits and net assets will be reduced in the period in which this determination is made.

Share-based payment transactions

The cost of equity-settled transactions with employees is measured by reference to the fair value of the
equity instruments at the date at which they are granted. The fair value is determined through an option
valuation model, taking into account the terms and conditions upon which the instruments were granted.

Provision for intercompany loans

The recoverability of the intercompany loans with Golden Eagle Resources Peru SAC is largely ultimately
dependant on the recoverability of the capitalised exploration and evaluation assets. Due to the
uncertainty as to if and when the loans will be repaid, the loans have been provided for in full.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision maker. The chief operating decision maker, who is responsible for allocating resources and
addressing performance of the operating segments, has been identified as the full Board of Directors.

The Group has adopted AASB 8 Operating Segments from 1 July 2009. AASB 8 replaces AASB 14 Segment
Reporting. The new standard requires a ‘management approach” under which segment information is presented
on the same basis as that used for internal reporting purposes. In this regard, such information is provided using
similar measures to those used in preparing the statement of comprehensive income and statement of financial
position.

The Group operates only in the exploration industry, both in Australia and overseas. There has been no change in
the number of reportable segments presented to comply with this standard.

Consolidated
2010 2009
5 §
Revenue
Interest received 42,284 15,787
Expense and Losses and Gains from
Ordinary Activities
{a) Expenses
Depreciation (13,855) (14,002)
Exploration and evaluation costs {18,145} -
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Consolidated
3. Expense and Losses and Gains from 2010 2009
Ordinary Activities {continued) $ $
Interest expense (245) -
Employee share based payments (20,264) (54,038)
(b) Losses and Gains
Net foreign currency gain/({loss) 10,349 {7,086)
4. Earnings per Share 201¢ 2009

No. of Shares  No. of Shares
Weighted average number of ordinary shares outstanding during

the year used in calculation of earnings per share 270,031,849 161,576,434
Weighted average number of potential ordinary shares outstanding
during the year used in calculation of diluted earnings per share 270,031,849 161,576,434
As the Group is in a loss making position no shares are considered dilutive as this would reduce the loss
per share.
Consolidated
2010 2009
$ §
5. Income taxes
(a) Income tax recognised in profit or loss
Prima facie tax on operating loss before (155,363} (126,615)
income tax at 30%
Tax effect of permanent and temporary (744) 2,233
differences
Tax loss / (revenue) not brought to 156,107 124,382
account
Income tax attributable to operating loss - -
(b) Deferred tax balances
Deferred tax assets and liabilities at 30 June
not brought to account as realisation of the
benefit is not probable comprise:
Capital raising costs 27,968 18,523
Other 17,596 4,193
Deferred tax asset not brought to account (45,564) (22,716)
Net deferred tax balances - -
(c) Deferred tax assets arising from
unconfirmed tax losses and capital losses
not brought to account at balance date as
realisation of the benefit is not probable.
Income tax losses 1,721,434 1,574,930
Net timing difference 45,564 22,716

Net deferred tax asset not brought to account 1,766,998 1,597,646

No income tax is payable by the Group. The Directors have considered it prudent not to bring to
account the future income tax benefit of income tax losses and exploration deductions until there is
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virtual certainty of deriving assessable income of a nature and amount to enable such benefit to be

realised.

The Group has estimated unrecouped income tax losses of $5,738,000 (2009: $5,250,000) which may be

available to offset against taxable income in future years.

The benefit of these losses and timing differences will only be obtained if:

(a) the Group derives future assessable income of a nature and an amount sufficient to enable the

benefit from the deductions for the loss to be realised;

(b}  the Group continues to comply with the condition of deductibility imposed by Australian,

Peruvian and Chilean laws; and

{©) no changes in tax legislation adversely affect the Company in realising the benefit from the

deduction for the loss.

Consolidated
2010 2009
$ $
6. Cash and cash equivalents
Cash at bank 1,213,190 191,969
7. Trade and other receivables
Current Receivables
Sundry debtors 15,242 22,900

None of the current trade and other receivables are impaired or past due but not impaired.

8. Prepayments
Sundry prepayments 4,946 10,217
Consolidated
2010 2009
9. Plant and Equipment $ $
Cost — opening 75,136 84,407
Additions 1,687 ry
Exchange differences (1,921} 12,751
Disposals/written off (22,022)
Cost - closing 74,902 75,136
Accumulated depreciation - opening {54,326) (56,303)
Disposals/written off 22,022
Exchange differences 6,306 (6,043)
Depreciation (13,855) (14,002)
Accumulated depreciation - closing (61,875) (54,326)
Written down value - opening 20,810 28,104
Written down value - closing 13,027 20,810
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10.

11.

12.

13.

Exploration and Evaluation Expenditure

Written down value - opening 3,451,263 2,729,309
Exploration expenditure 54,684 167,630
Exchange differences (100,452) 554,324

Write downs - -

Written down value - closing 3,405,495 3,451,263

Trade and other payables

Current Payables

Trade creditors 25,469 29,691

Accruals 56,133 17,096
81,602 46,787

Trade liabilities are non-interest bearing and normally seitled on 30-day terms.

2010 2009 2010 2009
Number Number $ $
Contributed Equity
Ordinary Shares
Ordinary shares at beginning of year 161,576,434 161,576434 11,742,396 11,742,396
Entitlement issue at 1 cent per share 161,576,434 - 1,615,764
Less Capital raising costs - - (88,557) -
Ordinary shares at end of year 323,152,868 161,576,434 13,269,603 11,742,396

On a show of hands, every member present in person or by proxy shall have one vote and, upon a poll,
each share shall have one vote.

Share Options
As at 30 June 2010 the following options to subscribe for ordinary shares existed:

(i) 5,100,000 unlisted options exercisable on or before 31 December 2010 at an exercise price of 8 cents
each. At year end 3,400,000 of these options had vested.

The foliowing options over unissued ordinary shares lapsed during the year:

(i) 1,000,000 unlisted options exercisable on or before 5 September 2009 at an exercise price of 8 cents
per share; and

(ii) 1,000,000 unlisted options exercisable on or before 31 December 2009 at an exercise price of 7 cents
per share.

No options were issued, granted or exercised during the year.

Consolidated
2010 2009
$ $
Reserves

Options reserve
Balance at beginning of year 343,653 289,615
Issued -
Directors’ options vested 20,264 54,038
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Consultant options vested

Balance at end of year

Foreign currency translation reserve
Balance at beginning of year

Currency translation differences arising
during the year

Balance at end of year

Total Reserves

14. Accumulated Losses

Balance at the beginning of this year
Loss for the year

Balance at the end of the year

15. Notes to the Cash Flow Statement

{a) Reconciliation of net cash used in
operating activities to operating loss after
income tax

Operating loss after tax

Add non cash items:

Depreciation

Net foreign currency (gain) / loss
Share based payments expense

Changes in net assets and liabilities
Decrease/(increase) in receivables
Decrease/(increase) in prepayments
Increase in payables

(Decrease) in other provisions

Net cash outflow from operating activities

(b)  Non-cash financing and investing
activities

There were no non-cash financing or
investing activities for the year

16. Director and Executive Disclosures
(a) Directors and Executives

The names and positions held by key management personnel in office at any time during

the year are:

P McAleer
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363,917 343,653
161,023 (466,733)
(109,670} 627,756
51,353 161,023
415,270 504,676
(8,596,700)  (8,174,651)
{517,875) (422,049)
(9,114,575)  (8,596,700)
Consolidated
2010 2009
$ $
(517,875) (422,049)
13,855 14,002
(10,350} 7,086
20,264 54,038
7,658 (12,551}
5,271 (8,301)
20,738 10,216
{16,285)
{460,439) (373,844)
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] Malone Non-Executive Director
S Titchener Executive Director {Deceased 3 June 2010)
H Dawson Non-Executive Director
Consolidated
2010 2009
(b) Remuneration of Directors $ $
Short term 259,761 92,243
Share-based payments 20,264 54,038

280,025 146,281

(c) Remuneration Options: Granted and Vested during the Year

During the financial year ended 30 June 2010, no options were granted as equity based compensation
benefits and no equity based compensation benefit options were vested.

(d) Option holdings of Directors and officers

Aggregate number of share options of Latin Gold Limited held directly, indirectly or beneficially by
Directors of their director related entities:

30 June 2010
Name Balance at Granted as Options Balance at Vested at Exercisable at
beginning of  Remuneration Expired end of year 30 June 2010 30 June 2010
year
P McAleer 600,000 - : 600,000 400,000 400,000
] Malone 1,500,000 . 1,500,000 1,000,000 1,000,000
S Titchener 1,500,000 > 3 1,500,000 1,000,000 1,000,000
HDawson _ 1,500,000 = - 1,500,000 1,000,000 1,000,000
5,100,000 - - 5,100,000 3,400,000 3,400,000
30 June 2009
Name Balance at Granted as Options Balance at Vested at Exercisable at
beginning of ~ Remuneration Expired end of year 30 June 2009 30 June 2009
year
P McAleer 1,600,000 - {1,000,000) 600,000 400,000 400,000
J Malone 3,000,000 (1,500,000) 1,500,000 1,000,000 1,000,000
S Titchener 3,000,000 - {1,500,000) 1,500,000 1,000,000 1,000,000
HDawson _ 2,250,000 - (750,000} 1,500,000 1,000,000 1,000,000
9,850,000 - (4,750,000) 5,100,000 3,400,000 3,400,000
(e} Shareholdings of Directors and officers

Aggregate number of ordinary shares of Latin Gold Limited held directly, indirectly or beneficiary by
Directors and officers of their Director related entities:

30 June 2010
Name Balance at Purchased Balance at
beginning of end of year
year
P McAleer 1,382,539 1,382,539 2,765,078
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17.

18.

] Malone 1,670,000 1,670,000 3,340,000
5 Titchener (i) 1,150,000 1,150,000 2,300,000
H Dawson 1,953,000 1,953,000 3,906,000

6,155,539 6,155,539 12,311,078

{iY S Titchener's equity holding is for the period 1 July 2009 to 3 June 2010 when he passed away.

30 June 2009
Name Balance at Purchased Balance at
beginning of end of year
year
P McAleer 1,382,539 - 1,382,539
J Malone 1,670,000 . 1,670,000
S Titchener 1,150,000 - 1,150,000
H Dawson 1,753,000 200,000 1,953,000
5,955,539 200,000 6,155,539
n Directors payables Consolidated
2010 2009
$ $
Amounts payable to Directors and Director related entities at the end of
the financial year, included in current liabilities : 11,518

Related Party Disclosures

Ultimate Parent
Latin Gold Limited is the ultimate Australian parent company.

Wholly Owned Group Transactions
Loans made by Latin Gold Limited to wholly-owned subsidiaries have no fixed repayment date and are
interest free.

Loans made by Latin Gold Limited to wholly-owned subsidiaries still outstanding as at 30 June 2010
amount to $6,617,319 (June 2009: $6,852,389). These loans have been provided for in full.

Key Management Personnel
Transactions between the Group and key management personnel are disclosed in note 16 and in the
Remuneration Report.

During the financial year ended 30 June 2010, an amount of $45,598 (2009: $37,932) was paid to Discovery
Capital Limited (Discovery) as a recoupment of costs paid by Discovery on behalf of Latin Gold for the
provision of, inter alia, office premises, secretarial support, geological services, telephone, office amenities,
computing equipment and office operating outgoings. Discovery Capital Limited is a public unlisted
company with over 400 shareholders. Mr Howard Dawson is a director of Discovery.

Equity-based payments
The Company has entered into an Employee Share Option Plan that allows for share options to be granted
to eligible employees and officers of the Company. The terms and conditions of the share option issued

under the plan are at the discretion of the Board, however, the maximum term of the share option is five
years.

During the year no share options were granted to Directors to acquire ordinary shares.

All options granted to Directors and key management personnel are for ordinary shares in Latin Gold
Limited, which confer a right of one ordinary share for every option held.

2010 2009
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Number of Weighted average Number of Weighted average
options exercise price options exercise price

5 5
Qutstanding at the beginning of 7,100,000 $0.078 13,750,000 $0.110
the year
Granted - 2 J -
Forfeited
Exercised ® 3 = =
Expired 2,000,000 $0.075 (6,650,000) $0.130
Qutstanding at year-end 5,100,000 $0.080 7,100,000 $0.079
Exercisable at year-end 3,400,000 $0.080 5,400,000 $0.078

The options outstanding at 30 June 2010 have a weighted average exercise price of $0.08 (2009: $0.08) and a
weighted average remaining life of 0.5 years (2009; 1.18 years). The exercise price in respect of options
outstanding at 30 June 2010 is $0.08 each.

Historical volatility has been the basis for determining expected share price volatility as it is assumed that this is
indicative of future trends, which may not eventuate.

The life of the options is based on the historical exercise patterns, which may not eventuate in the future.

Included under employee benefits expense in the statement of comprehensive income is $20,264 (2009: $54,038)
and relates, in full, to equity-settled share-based payment transactions.

No options were issued during the year ended 30 june 2010.

Consolidated
2010 2009
$ 5
19, Auditors’ Remuneration
Amounts received or due and receivable by
Stantons International for:
Auditing and reviewing accounts 29,168 28,528
Other services 3,575 -
Other auditors 5,343 2,500
38,086 31,028
Consolidated
20. Commitments 2010 2009
$ $
There were no outstanding commitments,
which are not disclosed in the financial
statements as at 30 June 2010 other than:
Tenement commitments
No later than 1 year 7,705 7,130
Later than 1 year but not later than 5 years 30,821 28,520
38,526 35,650
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21. Financial Instruments
Notes Floating lyearor  Overl-5 Non Total
Interest less years interest
Rate bearing

Consolidated $ 5 $ $ 5
2010
Financial assets
Cash and cash equivalents 6 1,029,152 - - 184,038 1,213,190
Trade and other receivables 7 - 15,242 15,242
Total financial assets 1,029,152 - - 199,280 1,228,432
Financial liabilities
Trade and other payables 11 - - - 81,602 81,602
Total financial liabilities - - - 81,602 81,602
Net financial assets/ (liabilities) 1,029,152 - - 117,678 1,146,830

Weighted average interest rate on cash and cash equivalents is 5.09%

2009

Financial assets

Cash and cash equivalents 6 163,555 - - 28,414 191,969
Trade and other receivables 7 - 22,900 22,900
Total financial assets 163,555 - - 51,314 214,869
Financial liabilities

Trade and other payables 11 - - - (46,787) (46,787)
Total financial liabilities - - - (46,787) (46,787)
Net financial assets/ (liabilities) 163,555 - - 4,527 168,082

Weighted average interest rate on cash and cash equivalents is 2.3%

Reconciliation of net financial assets to net assets 2010 2009
Consolidated $ $
Net Financial Assets 1,146,830 168,082
Prepayments 4,946 10,217
Property, Plant and Equipment 13,027 20,810
Exploration and evaluation expenditure 3,405,495 3,451,263
Net Assets 4,570,298 3,650,372

Interest rate risks

The Group entities exposure to interest rate risk is the risk that a financial instrument’s value will
fluctuate as a result of changes in market interest rates. The Group does not have a formal policy in
place to mitigate such risks.

Foreign currency risks
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22,

The Group undertakes certain transactions denominated in foreign currencies, hence it has exposures

to exchange rate fluctuations arise. Exchange rate exposures are managed by holding all funds in
Australian dollars and only remitting funds to foreign subsidiaries as needed to reduce the foreign
currency exposure.

The Group has foreign subsidiary companies with a functional currency that differs to the presentation
currency of the Group. The financial statements of the foreign subsidiaries are required to be translated
from the functional currency to the presentation currency of the Group, being Australian dollars. Any
movement in the exchange rates will affect the carrying values of the Group’s assets and liabilities
where the financial statements of the subsidiary companies are denominated in a currency other than
Australian dollars.

Credit risk

The maximum exposure to credit risk at the reporting date is the carrying amount (net of provision of
doubtful debts) of those financial assets as disclosed in the statement of financial position and notes to
the financial statements. The Group has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral where appropriate, as a means of mitigating the risk of
financial loss from defaults. The Group’s exposure and the credit ratings of its counterparties are
continuously monitored and the aggregate values of transactions concluded are spread amongst
approved counterparties.

Net fair value
The net fair value of all assets approximates their carrying value.

Interest Rate Risk, Foreign Currency Risk and Price Risk

The Group has performed sensifivity analysis relafing to its exposure to interest rate risk, foreign
currency risk and price risk at reporting date. This sensitivity analysis demonstrates the effect on the
current year results and equity which could result from a change in these risks.

Interest Rate Sensitivity Analysis

At 30 June 2010, the effect on the loss and equity as a result of a 2% increase in the interest rate on
interest bearing financial instruments, with all other variables remaining constant, would be a decrease
in loss by $16,000 (2009: $3,000) and an increase in equity by $16,000 (2009: $3,000).

Foreign Currency Risk Sensitivity Analysis

At 30 June 2010, the effect on loss and equity as a result of a 5% (2009: 5%) improvement in the value of
the Australia dollar to the US dollar, with all other variables remaining constant would be that the loss
would increase/decrease by $500 (2009: nil) and equity would increase/decrease by $500 (2009: nil). All
intercompany loan balances have been provided for in full.

Price Risk Sensitivity Analysis

The Group does not hold any for trading or available for sale financial assets. As the Group does not
derive revenue from sale of products, the effect on profit and equity as a result of changes in the price
risk is not considered material. The fair value of the mineral projects will be impacted by commodity
price changes (predominantly gold) and could impact future revenues once operational. However,
management monitors current and projected commodity prices.

Segment Information
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From 1 July 2009, operating segments are identified and segment information disclosed on the basis of
internal reports that are regularly provided to, or reviewed by, the Group’s chief operating decision maker
which, for the Group, is the Board of Directors. In this regard, such information is provided using similar
measures to those used in preparing the statement of comprehensive income and statement of financial
position. The Group operates only in the exploration industry in both Australia and overseas.

Reportable segments:
Australia South America Consolidated
§ $ $
Segment revenue
2010 42,284 - 42,284
2009 15,787 - 15,787
Segment result
2010 (431,735) (86,140) {517,875)
2009 (252,469) (169,580) {422,049)
Segment assets
2010 1,201,241 3,450,659 4,651,900
2009 192,914 3,504,245 3,697,159
Segment liabilities
2010 62,445 19,157 81,602
2009 43,736 3,051 46,787
Depreciation and amortisation
expense
2010 13,855 13,855
2009 1,077 12,925 14,002
23. Parent Entity Disclosures
2010 2009
$ $
Current Assets
Cash and cash equivalents 1,192,862 175,494
Trade and other receivables 8,379 8,319
Prepayments - 9,101
Total Current Assets 1,201,241 192,914
TOTAL ASSETS 1,201,241 192,914
Current Liabilities
Trade and other payables 62,445 43,736
Total Current Liabilities 62,445 43,736
TOTAL LIABILITIES 62,445 43,736
NET ASSETS 1,138,796 149,178
Equity
Contributed equity 13,269,603 11,742,396
Reserves 363,917 343,653
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Accumulated losses (12,494,724} (11,936,871}

TOTAL EQUITY 1,138,796 149,178

Financial performance

Loss for the year (575,853) (441,747)
Other comprehensive income - -
Total comprehensive loss (575,853) (441,747)

Note: Non-current financial assets of the parent entity not disclosed in the parent entity statement of financial
position are:

Shares in controlled entities 318,068 318,068
Diminution in shares in controlled entities (318,068) (318,068)
Loans to controlled entities 6,617,319 6,852,389
Diminution in loans to controlled entities (6,617,319) (6,852,389)
24, Subsequent Events

On 29 July 2010, the Company granted 1,000,000 options each exercisable at $0.35 and expiring 30 June 2012
to Veritas Securities Limited.

There has been no other matter or circumstance that has arisen since 30 June 2010 which has significantly
affected, or may significantly affect, the operations of the Group, the results of those operations, or the state
of affairs of the Group in subsequent financial years.

25. Contingent Liabilities
The Group does not have any contingent liabilities.

26. Subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results for the following
subsidiaries in accordance with the accounting policy described in note 1(c).

Cost of Parent

Entity’s Investment Equity Holding (i)

Name of Entity Country of 2010 2009 2010 2009
Incorparation $ § % %o

Woestmag Resources Limited Bahamas 252,382 252,382 100% 100%
Black Eagle Resources Limited Bahamas 65,686 65,686 100% 10056
Black Eagle Resources Peru SAC Peru 100% 100%
Golden Eagle Resources Peru SAC Peru - 100% 100%
Inversiones Fortuna Resources Limitada Chile 100% 100%

(i) The proportion of ownership is equal to the proportion of voting power held.
27. New Accounting Standards for Application in Future Periods

The AASB has issued new and amended accounting standards and interpretations that have mandatory

application dates for future reporting periods. The Group has decided against early adoption of these standards.
A discussion of those future requirements and their impact on the Group follows;
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¢ AASB 9: Financial Instruments and AASB 2009-11; Amendments to Australian Accounting Standards arising
from AASB 9 (AASB 1, 3, 4, 5, 7, 101, 102, 108, 112, 118, 121, 127, 128, 131, 132, 138, 139, 1023 & 1038 and
Interpretations 10 & 121 (applicable for annual reporting periods commencing on or alter 1 January 2013).

These standards are applicable retrospectively and amend the classification and measurement of financial
assets. The Group has not yet determined the potential impact on the financial statements.

The changes made to accounting requirements include:

- simplifying the classifications of financial assets into those carried at amortised cost and those carried at fair
value;

- simplifying the requirements for embedded derivatives;
- removing the tainting rules associated with held-to-maturity assets;

— removing the requirements to separate and fair value embedded derivatives for financial assets carried at
amortised cost;

~ allowing an irrevocable election on initial recognition to present gains and losses on investments in equity
instruments that are not held for trading in other comprehensive income. Dividends in respect of these
investments that are a return on investment can be recognised in profit or loss and there is no
impairment or recycling on disposal of the instrument; and

- reclassifying financial assets where there is a change in an entity's business model as they are initially
classified based on;

a. the objective of the entity's business model for managing the financial assets; and
b. the characteristics of the contractual cash flows.

» AASB 124: Related Party Disclosures (applicable for annual reporting periods commencing on or after 1
January 2011).

This standard removes the requirement for government related entities to disclose details of all transactions
with the government and other government related entities and clarifies the definition of a related party to
remove inconsistencies and simplify the structure of the standard. No changes are expected to materially
affect the Group.

e AASB 2009-5; Further Amendments to Australian Accounting Standards arising from the Annual
Improvements Project [AASB 5, 8, 101, 107, 117, 118, 136 & 139] (applicable for annual reporting periods
commencing from 1 January 2010).

These standards detail numerous non-urgent but necessary changes to accounting standards arising from the
TASB's annual improvements project. No changes are expected to materially affect the Group.

s AASB 2009-8; Amendments fo Australian Accounting Standards - Group Cash-settled Share-based Payment
Transactions [AASB 2] (applicable for annual reporting periods commencing on or after 1 January 2010).

These amendments clarify the accounting for group cash-settled share-based payment transactions in the
separate or individual financial statements of the entity receiving the goods or services when the entity has no
obligation to settle the share-based payment transaction. The amendments incorporate the requirements
previously included in Interpretation 8 and Interpretation 11 and as a consequence, these two Interpretations
are superseded by the amendments. These amendments are not expected to impact the Group.

«  AASB 2009-9: Amendments to Australian Accounting Standards - Additional Exemptions for First-time
Adopters [AASB 1] (applicable for annual reporting periods commencing on or after 1 January 2010).

These amendments specify requirements for entities using the full cost method in place of the retrospective
application of Australian Accounting Standards for cil and gas assets, and exempt entities with existing
leasing contracts from reassessing the classification of those contracts in accordance with Interpretation 4
when the application of their previous accounting policies would have given the same outcome. These
amendments are not expected to impact the Group.

¢ AASB 2009-10: Amendments to Australian Accounting Standards - Classification of Rights Issues] AASB 132]
applicable for annual reporting periods commencing on or after 1 February 2010).

These amendments clarify that rights, options or warrants to acquire a fixed number of an entity's own equity
instruments for a fixed amount in any currency are equity instruments if the entity offers the rights, options or
warrants pro-rata to all existing owners of the same class of its own non-derivative equity instruments. These
amendments are not expected to impact the Group.
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AASB 2009-12: Amendments to Australian Accounting Standards [AASBs 5, 8, 108, 110, 112, 119, 133, 137, 139,
1023 & 1031 and Interpretations 2, 4, 16, 1039 & 1052] (applicable for annual reporting periods commencing on
or after 1 January 2011).

This standard makes a number of editorial amendments to a range of Australian Accounting Standards and
Interpretations, including amendments to reflect changes made to the text of International Financial Reporting
Standards by the IASB. The standard also amends AASB 8 to require entities to exercise judgment in assessing
whether a government and entities known to be under the control of that government are considered a single
customer for the purposes of certain operating segment disclosures. These amendments are not expected to
impact the Group.

AASB 2009-13: Amendments to Australian Accounting Standards arising from Interpretation 19 [AASB 1]
(applicable for annual reporting periods commencing on or after 1 July 2010).

This standard makes amendments to AASB 1 arising from the issue of Interpretation 19. The amendments
allow a first-time adopter to apply the transitional provisions in Interpretation 19. This standard is not
expected to impact the Group.

AASB 2009-14: Amendments to Australian Interpretation - Prepayments of a Minimum Funding Requirement
[AASB interpretation 14] (applicable for annual reporting periods commencing on or after 1 January 2011).

This standard amends Interpretation 14 to address unintended consequences that can arise from the previous
accounting requirements when an entity prepays future contributions into a defined benefit pension plan.
This standard will not impact the Group.

AASB Interpretation 19 Extinguishing Financial Liabilities with Equity Instruments (applicable for annual
reporting periods commencing on or after 1 July 2010).

This Interpretation deals with how a debtor would account for the extinguishment of a liability through the
issue of equity instruments. The Interpretation states that the issue of equity should be treated as the
consideration paid to extinguish the liability, and the equity instruments issued should be recognised at their
fair value unless fair value cannot be measured reliably in which case they shall be measured at the fair value
of the liability extinguished. The Interpretation deals with situations where either partial or full settlement of
the liability has occurred. This Interpretation is not expected to impact the Group.

The Group does not anticipate the early adoption of any of the above Australian Accounting Standards.
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DIRECTORS’ DECLARATION

The Directors of the Company declare that:

1. the financial statements, notes and additional disclosures included in the Directors’ Report designated as
audited are in accordance with the Corporations Act 2001 and:

(a) comply with Accounting Standards (including International Financial Reporting Standards) and
the Corporations Regulations 2001; and

(b) give a true and fair view of the statement of financial position as at 30 June 2010 and of the
statement of comprehensive income for the year ended on that date of the consolidated entity;

2. the Managing Director and Chief Financial Officer have each declared that:

(a) the financial records of the Company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act;

(b) the financial statements and notes for the financial year comply with the International Financial
Reporting Standards; and

(c) the financial statements and notes for the financial year give a true and fair view.

3. in the Directors’ opinion there are reasonable grounds to believe that the Company will be able to pay its
debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Howard Dawson

Director

Dated at Perth this 30t day of September 2010
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
LATIN GOLD LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Latin Gold Limited, which comprises
the statement of financial position as at 30 June 2010, and the statement of comprehensive
income, statement of changes in equity and statement of cash flows for the year ended on
that date, a summary of significant accounting policies and other explanatory notes and the
directors’ declaration of the consolidated entity comprising the company and the entities it
controlled at the year's end or from time to time during the financial year.

Directors’ responsibility for the Financial Report

The directors of the Company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. In note 1{a), the directors
also state, in accordance with Australian Accounting Standard AASB 101 Presentation of
Financial Statements, that the financial report, comprising the financial statements and
notes, complies with International Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing
Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the
financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial report.

Liabllity limited by a scheme approved under i” Russell J
Professional Standards Legislation 38 Mamber of Russell Bedford In'armational | .



Stantons International
ABN 44 103 088 697

Our audit did not involve an analysis of the prudence of business decisions made by
directors or management.

We believe that the audit evidence we have obtained is sufficlent and appropriate to provide
a basis for cur audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor’s opinion
In our opinion:

(a) the financial report of Latin Gold Limited is in accordance with the Corporations Act
2001, including:

(i) giving a frue and fair view of the consolidated entity's financial position as at
30 June 2010 and of its performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001.

(b) the financial report also complies with Intemational Financial Reporting Standards as
disclosed in note 1(a).

Report on the Remuneration Report

We have audited the remuneration report included in pages 9 to 12 of the directors’ report
for the year ended 30 June 2010. The directors of the Company are responsible for the
preparation and presentation of the remuneration report in accordance with section 300A of
the Corporations Act 2001. Our responsibility is o express an opinion on the remuneration
report, based on our audit conducted in accordance with Australian Auditing Standards

Audifor's opinion
In our opinion the remuneration report of Latin Gold Limited for the year ended 30 June 2010
complies with section 300 A of the Corporations Act 2001.

STANTONS INTERNATIONAL
(An Authorised Audit Company)

Mt Ink ]

J P Van Dieren
Director

West Perth, Western Australia
30 September 2010
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Latin Gold Limited is responsible for the corporate governance of the Company. The
Board guides and monitors the business and affairs of the Company on behalf of the shareholders by whom they
are elected and to whom they are accountable.

The Board recognises the need for the Company to operate with the highest standards of behaviour and
accountability. The Company has adopted the ASX Corporate Governance Principles and Recommendations,
with some amendments where applicable after giving consideration to the Company’s size and the resources it
has available.

A summary of the Company’s key policies is set out below:
BOARD OBJECTIVES

The Board is responsible for developing stirategies for the Company, reviewing strategic objectives and
monitoring the performance against those objectives. The overall goals of the corporate governance process are to:

e  drive shareholder value;
s  assure a prudential and ethical base to the Company’s conduct and activities; and
s ensure compliance with the Company’s legal and regulatory obligations.

Consistent with these goals, the Board assumes the following responsibilities;

developing initiatives for profit and asset growth;

reviewing the corporate, commercial and financial performance of the Company on a regular basis;
acting on behalf of and being accountable to shareholders;

identifying business risks and implementing actions to manage and mitigate those risks; and
developing and effecting management and corporate systems to assure quality.

The Company is committed to the circulation of relevant materials to Directors in a timely manner to facilitate
Directors’ participation in Board discussions on a fully informed basis.

COMPOSITION OF THE BOARD
The composition of the Board is determined in accordance with the following principles and guidelines:

s  the Board should comprise at least three Directors;

s the Board should comprise Directors with an appropriate range of qualifications and expertise; and

¢ the Board shall meet at regular intervals and follow meeting guidelines set down to ensure all Directors
are made aware of and have available all necessary information to participate in an informed discussion
on all agenda items.

The Board accepts the ASX Corporate Governance Council’s definition of an Independent Director.

There are procedures in place, as agreed by the Board, to enable Directors to seek independent professional
advice on issues arising in the course of their duties at the Company’s expense.

The term in office held by each Director in office at the date of this report is as follows:
e P McAleer - 9 years and 7 months
¢ ] Malone - 10 years and 6 months

¢ H Dawson - 6 years and 10 months

REMUNERATION AND NOMINATION COMMITTEES
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The Company does not have formal remuneration or nomination committees. The full Board attends to the
matters normally attended to by a remuneration committee and a nomination committee. Given the composition
of the Board and the size of the Company, it is felt that these individual committees are not yet warranted,
however, it is expected that as the Company’s operations expand that each of these committees will be
established.

Remuneration levels are set by the Company in accordance with industry standards to attract suitable qualified
and experienced Directors and senior executives.

Remuneration Arrangements

It is the Company’s objective to provide maximum stakeholder benefit from the retention of a high quality Board
by remunerating Directors fairly and appropriately with reference to relevant employment market conditions. To
assist in achieving the objective, the Board links the nature and amount of executive Directors” emoluments to the
Company’s financial and operational performance. The expected outcomes of this remuneration structure are:

* retention and motivation of Directors; and
s  performance rewards to allow Directors to share the rewards of the success of the Company.

The remuneration of an executive Director will be decided by the Board as a whole, In determining competitive
remuneration rates, the Board reviews local and international trends among comparative companies and the
industry generally.

The maximum remuneration of non-executive Directors is the subject of a shareholder resolution in accordance
with the Company’s Constitution and the Corporations Act. The allocation of non-executive Director
remuneration, within the amount determined by shareholders, will be made by the Board having regard to the
inputs and value to the Company and the respective contribution made by each non-executive Director.

The Board may award additional remuneration to non-executive Directors if they are called upon to perform
extra services or make special exertions on behalf of the Company.

There is no scheme to provide retirement benefits, other than statutory superannuation to non-executive
Directors.

All remuneration paid to Directors and executives is valued at the cost to the Company and is expensed. Options
that may be issued will be valued using the Black-Scholes methodology.

Nomination Arrangements

When a vacancy exists, through whatever cause, or where it is considered that the Board would benefit from the
service of a new Director with particular skills, the Board selects a candidate or panel of candidates with the
appropriate expertise.

The Board then appoints the most suitable candidate, whe must stand for election at the next general meeting of
shareholders.

AUDIT COMMITTEE

The shareholders in a general meeting are responsible for the appointment of the external auditors of the
Company and the Board, from time to time, will review the scope, performance and fees of those external
auditors.

The Board has established an audit committee which operates under a Charter of the Board. It is the Board's
responsibility to ensure that an effective internal control framework exists within the Company. This includes
both internal controls to deal with both the effectiveness and efficiency of significant business processes, the
safeguarding of assets, the maintenance of proper accounting records and the reliability of financial and non
financial information. The Board has delegated the responsibility for the establishment and maintenance of a
framework of internal control of the Company to the audit committee.
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The members of the audit committee at the end of the year and date of this report are:

s H Dawson (Chairman)
o P McAleer
» M Higginson

Qualifications of audit committee members

Mr Dawson is the Chairman of the audit committee and is the holder of a Bachelor of Science (Geology). Mr
Dawson has extensive experience in both the securities industry and the natural resources sector holding
numerous senior management and board positions within those sectors.

Mr McAleer is the holder of an honours degree in Commerce and is a Barrister at law. Mr McAleer has over 40
years senior management expertise within the natural resource sector.

Mr Higginson is the holder of a Bachelor of Business degree with majors in Finance and Administration and has
accumulated in excess of 20 years experience in senior management,

The audit committee can also invite a member of its auditor, Stantons International to attend meetings.
BOARD RESPONSIBILITIES

As the Board acts on behalf of and is accountable to shareholders, it seeks to identify the expectations of
shareholders, as well as other regulatory and ethical expectations and obligations. In addition, the Board is
responsible for identifying areas of significant business risk and ensuring arrangements are in place to adequately
manage and mitigate those risks.

The responsibility for the aperation and administration of the Company is currently attended to by the Board.

The Board is responsible for ensuring that management's objectives and activities are aligned with the
expectations and risks identified by the Board. It has a number of mechanisms in place to ensure this is achieved,
including the following:

s Board approval of a strategic plan, designed to meet shareholder needs and manage business risk;
¢  implementation of operating plans and budgets by management and Board monitoring progress against
those plans and budgets; and

¢  procedures to allow Directors, in the furtherance of their duties, to seek independent professional advice
at the Company’s expense.

MONITORING OF THE BOARD’'S PERFORMANCE

In order to ensure that the Board continues to discharge its responsibilities in an appropriate manner, the
performance of all Directors is to be reviewed annually by the Chairman. Directors whose performance is
unsatisfactory will be asked to retire.

IDENTIFICATION AND MANAGEMENT OF RISK

The Board’s collective experience will enable accurate identification of the principal risks which may affect the
Company’s business. Management of these risks will be discussed by the Board at periodic (at least annual)
strategic planning meetings. In addition, key operational risks and their management will be recurring items for
deliberation at Board meetings.

ETHICAL STANDARDS

The Board is committed to the establishment and maintenance of appropriate ethical standards to underpin the
Company's operations and corporate practices.

MANAGEMENT OF THE BOARD
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The full Board will hold scheduled meetings on at least a bi monthly basis and any additional meetings at such
time as may be necessary to address specific matters that may arise. In between meetings, decisions will be
adopted by way of written resolution.

CHAIRMAN

The Chairman is responsible for leading the Board, ensuring Directors are properly briefed in all matters relevant
to their role and responsibilities, facilitating Board discussions and managing the Board’s relationship with its
cornmittees.

ENVIRONMENT

The Company aims to ensure that the highest standard of environmental care is achieved and that it complies
with all relevant environmental legislation.

BUSINESS RISK

The Board monitors areas of operational and financial risk and considers strategies for appropriate risk
management and mitigation.

Where necessary, the Board will draw on the expertise of appropriate external consultants to assist in dealing
with or mitigating areas of risk which are identified.

The Board is responsible for ensuring there are adequate policies in relation to risk management, compliance and
internal control systems. The Company’s policies are designed to ensure strategic, operational, legal, reputation
and financial risks are identified, assessed, effectively and efficiently managed and monitored to enable
achievement of the Company’s business cbjectives.

Control procedures cover management accounting, financial reporting, project appraisal, environment, IT
security, compliance and other risk management issues.

SHAREHOLDERS

The Board aims to ensure that shareholders are, at all times, fully informed in accordance with the spirit and letter
of the Australian Securities Exchange’s continuous disclosure requirements.

Publicly released documents are made available on the Company’s web site at www.latingold.com.au.

The Board encourages full participation of shareholders at the Annual General Meeting to ensure a high level of
accountability and identification with the Company’s strategy and goals. Important issues are presented to the
shareholders as single resolutions.

Shareholders are requested to vote on the appointment and aggregate remuneration of Directors, the granting of
options and shares to Directors and changes to the Constitution. Copies of the Company’s Constitution are
available to any shareholder who requests it.

This Corporate Governance Statement sets out Latin Gold’s current compliance with the ASX Corporate
Governance Council's Principles of Good Corporate Governance and Best Practice Recommendations (Best
Practice Recommendations). The Best Practice Recommendations are not mandatory, however, the Company is
required to provide a statement in its annual report disclosing the extent to which the Company has followed the
Best Practice Recommendations and the reasons for departure (if any).

BEST PRACTICE RECOMMENDATION COMMENT

1 Lay solid foundations for management and
oversight

1.1 | Companies should establish the functions | The Company's Corporate Governance Policy
reserved to the board and those delegated to | includes a Board Charter, which discloses the
senjor executives and disclose those functions. | specific responsibilities of the Board. The Company
has not established the functions delegated to senior
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execufives at this time as there are no other senior
executives.

1.2 | Companies should disclose the process for | The Board will monitor the performance of senior
evaluating the performance of senior [ management, including measuring  actual
executives, performance against planned performance. The

Board has also adopted a policy to assist in
evaluating Board performance.

1.3 | Companies should provide the information | An evaluation of senior executives did not take
indicated in the Guide to reporting on Principle | place in the financial year as there are no executives,
1. other than the Directors.

A copy of matters reserved for the Board, including
the Board Charter is maintained at the Company’s
website.

The Company will explain any departures (if any)
from best practice recommendations 1.1, 1.2 and 1.3
in its annual reports.

2 Structure the board to add value

21 | A majority of the board should be independent | All of the Board are currently independent
directors. Directors.

2.2 The chair should be an independent director. The Chairman, Mr McAleer, is independent.

23 | The roles of chair and chief executive officer | The Company’s currently does not have a chief
should not be exercised by the same individual. | executive officer.

24 | The board should establish a nomination | No formal nomination committee has been adopted
comrmittee. by the Company.

2.5 | Companies should disclose the process for | The Chairman reviews the composition of the
evaluating the performance of the board, ifs | Board, its committees and the performance of each
committees and individual directors. Director to ensure that it continues to have a mix of

skills and experience necessary for the conduct of
the Company's activities. A new Director will
receive an induction appropriate to his or her
experience.

2.6 | Companies should provide the information | The Company provides details of each Director,

indicated in the Guide to reporting on Principle
2.

such as their skills, experience and expertise
relevant to their position, together with an
explanation of any departures (if any) from best
practice recommendations 2.1, 2.2, 2.3, 2.4 and 2.5 in
annual reports.

A description of the skills and experience of each
Director and their period in office in contained
within this Annual Report.

Messrs McAleer, Malone and Dawson are
considered to be independent as they not
substantial shareholders, are not emploved by the
Company, have not within the last 3 years been a
principal of a material professional advisor or a
material consultant to the Company, are not
material suppliers to the Company or associated
with a material supplier and they have no material
contractual relationship with the Company.

The Company has a procedure in place that enables
Directors to take independent professional advice at
the expense of the Company.

No nomination committee has been established. The
Board, as a whole, currently serves as a nomination
committee. The Board considers that the Company
is not of a size that warrants the establishment of a
nomination committee.

An evaluation of the Board, its committees and
Directors (in accordance with the disclosed process)
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tock place during the reporting period.

A description of the procedure for the selection and
appointment of new Directors and the re-election of
incumbents is contained within the Board Charter
which is maintained at the Company’s website,

3 Promote ethical and responsible decision-
making

3.1 | Companies should establish a code of conduct [ The Company's Corporate Governance Policy
and disclose the code or a summary of the code | includes a code of conduct for Directors and key
as to: executives. This code of conduct provides a

s  the practices necessary to maintain framework for the practices necessary to maintain
confidence in the company's integrity | confidence in the Company’s integrity, to take into
o the practices necessary to take into account the legal obligations and expectations of
account their legal obligations and the | stakeholders and for reporting any observed
reasonable expectations of their breaches of laws or regulations.
stakeholders
¢ the responsibility and accountability of
individuals for reporting and
investigating reports of unethical
practices.

3.2 | Companies should establish a policy | The Company’s Corporate Governance Policy
concerning trading in company securities by | includes a share trading policy that provides
directors, senior executives and employees, and | comprehensive guidelines on trading in Company
disclose the policy or a summary of that policy. | securities by Directors, officers and employees.

3.2 | Companies should provide the information | The Company will explain any departures (if any)
indicated in the Guide to reporting on Principle | from best practice recommendations 3.1, 3.2 and 3.3
3. in its annual reports.

The code of conduct and share trading policy are
disclosed on the Company’s website.

4 Safeguard integrity in financial reporting

41 | The board should establish an audit committee. | An audit committee has been established by the

Company.
42 | The audit committee should be structured so | The audit committee consists only of non-executive
that it: Directors, who are independent, and the Company
s consists only of non-executive directors ; Secretary. It is chaired by Mr Dawson, who is not
e consists of a majority of independent | chair of the Board. The audit committee has three
directors members.
e is chaired by an independent chair,
who is not chair of the board
e has at least three members.

43 | The audit committee should have a formal | The audit committee has adopted an audit
charter. committee charter.

44 | Companies should provide the information | The names and qualifications of those appointed to
indicated in the Guide to reporting on Principle | the audit committee, their attendance at meetings
4, and the number of meetings are set out in the

Directors” Report.

The audited committee charter is maintained at the
Company’s website.

The Company will explain any departures (if any)
from best practice recommendations 4.1, 4.2 and 4.3
in its annual report.

5 Make timely and balanced disclosure

51 | Companies should establish written policies

designed to ensure compliance with ASX
Listing Ruie disclosure requirements and to
ensure accountability at a senior executive level
for that compliance and disclose those policies
or a summary of those policies.

The Company has a continuous disclosure program
in place designed to ensure the compliance with
ASX Listing Rule disclosure and to ensure
accountability at a Board level for compliance and
factual presentation of the Company's financial
position.
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The continuous disclosure policy is maintained at
the Company’s website.

5.2

Companies should provide the information
indicated in Guide to Reporting on Principle 5.

The Company will provide an explanation of any
departures (if any) from best practice
recommendation 5.1 in its annual reports.

Respect the rights of shareholders

Companies should design a communications
policy for promoting effective communication
with shareholders and encouraging their
participation at general meetings and disclose
their policy or a summary of that policy.

The Company's Corporate Governance Policy
includes a shareholder communications policy,
which aims to promote effective communication
with shareholders, to encourage shareholder
participation at AGM’'s and to ensure that
shareholders are informed of all major
developments affecting the Company's state of
affairs.

The shareholder communications
maintained at the Company’s website.

policy is

6.2

Companies should provide the information
indicated in the Guide to reporting on Principle
6.

The Company will provide an explanation of any
departures (if any) from best practice
recommendations 6.1 or 6.2 in its annual reports.

Recognise and manage risk

Companies should establish policies for the
oversight and management of material business
risks and disclose a summary of those policies.

The Board determines the Company's "risk profile”
and is responsible for overseeing and approving
risk management strategies and policies, risk
mitigation, internal compliance and internal
controls. The Company’s Corporate Governance
Policy includes a risk management policy for the
oversight and management of material business
risks.

The categories of risk reported on include
exploration risk, operating risk, resource estimates,
commodity price volatility, exchange rate risk,
environmental risk, title r1isk, additional
requirements for capital and reliance on key
management.

The Company’s risk management policy is
maintained at the Company’s website,

7.2

The board should require management to
design and implement the risk management
and internal control system fo manage the
company's material business risks and report to
it on whether those risks are being managed
effectively. The board should disclose that
management has reported to it as to the
effectiveness of the company's management of
its material business risks.

The Board requires management to design and
implement continuous risk management and
internal control systems to manage the Company’s
material business risks.

The Board requires management to report to it on
whether those risks are being managed effectively
and management has reported to the Board as to the
effectiveness of the Company’s management of its
material business risks.

7.3

The board should disclose whether it has
received assurance from the chief executive
officer (or equivalent) and the chief financial
officer (or equivalent) that the declaration
provided in accordance with section 295A of
the Corporations Act is founded on a sound
system of risk management and internal control
and that the system is operating effectively in
all material respects in relation to financial
reporting risks.

The Board has received assurance from the relevant
personnel that the s 295A declaration is founded on
a sound system of risk management and internal
control and that the system is operating effectively
in all material respects in relation to financial risks.

7.4

Companies should provide the information
indicated in Guide to Reporting on Principle 7.

The Board has received the report from
management under Recommendation 7.2 and
received assurance from the relevant personnel
under Recommendation 7.3.
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The Company will provide an explanation of any
departures (if any) from Dbest practice
recommendations 7.1, 7.2, 7.3 and 7.4 in its annual
reports.

8 Remunerate fairly and responsibly

8.1 | The board should establish a remuneration | No formal remuneration committee has been
comumitiee. established by the Company as it is considered this

responsibility can be adequately assumed by the
full Board.

8.2 | Companies should clearly distinguish the | The Board distinguishes the structure of non
structure  of  non-executive  directors' | executive Director's remuneration from that of
remuneration from that of executive directors | executive Directors and senior executives.
and senior executives. Relevantly, the Company's Constitution provides

that the remuneration of non-executive Directors

will be not be more than the aggregate fixed sum

determined by a general meeting.

The Board is responsible for determining the

remuneration of any Director or senior executives

(without the participation of the affected Director).
8.3 | Companies should provide the information | The Board, acting without the affected Director

indicated in the Guide to reporting on Principle
8.

participating in the decision making process,
currently serves as the remuneration committee.
There are no schemes for retirement benefits other
than superannuation for any mnon executive
directors.

The Company will provide an explanation of any
departures (if any) from best practice
recommendations 8.1, 82 and 8.3 in its annual
reports.
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Additional information required by Australian Securities Exchange Limited and not shown elsewhere in this

Annual Report is as follows. The information is made up to 27 September 2010.

DISTRIBUTION SCHEDULE OF SECURITY HOLDERS

Ordinary 8 cenf Opticns expiring
Shareholders 31/12/10

1-1,000 34 -
1,001 - 5,000 19
5,001 - 10,000 77

10,001 - 100,000 278 -

100,001 and over 263 4

671 4

HOLDERS OF NONMARKETABLE PARCELS

There are 157 fully paid ordinary shareholders who hold less than a marketable parcel of shares.

TWENTY LARGEST SHAREHOLDERS

The names of the twenty largest holders of ordinary shares are:

Number of

Shares Held % Held
1 Sunshore Holdings Pty Ltd 48,920,329 15.14
2.  Mohd Idris Bin Jais 16,000,000 495
3.  Pagodatree Investments Limited 14,886,062 4,61
4. Auwriferous Mining Limited 10,100,000 3.13
5.  Katana Asset Management Limited 9,850,000 3.05
6. Rogue Investments Pty Ltd 6,000,000 1.86
7.  Dr Salim Cassim 5,100,000 1.58
8.  Mohd Idris Bin Jais H 4,933,400 1.53
9. Edward Daryl Codd 4,669,000 1.44
10.  Bell Potter Nominees Limited 4,600,000 1.42
11. Maminda Pty Ltd 4,000,000 1.24
12.  Christopher Selby Lewis + Jeanette Leonie Lewis 4,000,000 1.24
13.  Citicorp Nominees Pty Ltd 3,894,000 1.21
14. Berne No 132 Nominees Pty Ltd 3,495,092 1.08
15.  Exchange Minerals Pty Ltd 3,200,000 .99
16. Richard William Dalgleish 3,200,000 .99
17.  Moltoni Corporation Pty Lid 3,157,933 98
18. Tabland Pty Ltd 3,106,000 .96
19. Jerant Pty Ltd 3,100,000 96
20. Travis Smith 3,069,517 .95

159,281,333 49.31

Total ordinary shares guoted on ASX 323,152,865
RESTRICTED SECURITIES
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The Company has no Restricted Securities on issue
UNQUOTED EQUITY SECURITIES

Number on issue Number of
holders
Options to acquire fully paid ordinary shares at $0.08 and expiring 31 5,100,000 4
December 2010
g)opltzions to acquire fully paid ordinary shares at $0.035 and expiring 30 June 1,000,000 1

SUBSTANTIAL SHAREHOLDERS

Sunshore Holdings Pty Ltd has 48,920,329 fully paid ordinary shares representing 15.14% of the total fully paid

ordinary shares on issue.
ON-MARKET BUY-BACK
There is no current on-market buy-back.

ACQUISITION OF VOTING SHARES

No issues of securities have been approved for the purposes of Item 7 of section 611 of the Corporations Act 2001.

VOTING RIGHTS

Ordinary Shares - On a show of hands, every member present in person or by proxy shall have one vote and,

upon a poll, each share shall have one vote per share.

TAX STATUS

The Company is treated as a public company for taxation purposes.
FRANKING CREDITS

The Company has nil franking credits.

TENEMENT SCHEDULE
Project Country Tenement Interest
Monica T Peru 01-02410-06 100%
Paron Malu 1 Peru 09-01435-x01 100%
Gladys E Peru Application 100%
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