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DIRECTORS' REPORT

The Directors present their annual report and audited financial statements for the year ended 30 June 2010
PRINCIPAL ACTIVITIES

The principal actvities of Solomon Gold plc {the “Company”) and its subsidiaries (together “Sclomon Gold” or the “Group”) are
gold and mineral exploration in the Solomon Islands and Queensland, Australia Details of the Group’s activities, together with a
descrniption of the principal risks and uncertainties facing the Group, and the development of the business, are given in the
Charman’s Statement and Operations Report

The principal activity of the Company is that of a holding company
BUSINESS REVIEW

During the past year, Solomon Gold successfully acquired two companies holding promising exploration projects in Queensiand,
Austraha The first acquisition, Acapulco Mining Pty Ltd, holds extensive tenements over a project area in and around Mt Perry
of 1,344 kmz, lecated four hours drive northwest of Brishane and about 15km from Litur Gold’s 1 million oz Mt Rawdon mine
Acapulco was acquired by Sclomon Gold on a scrip-for-scrip basis, sssuing a tota! of 49 6 million shares to the vendors of
Acapulco Further details are contained in the Operations Report, and in Note 23

The second acquisition, Central Minerals Pty Ltd, holds exploration licences covering 3,670 km?” over a strike length of 200km on
the eastern margin of the Bowen Basin In Central Queensland, approximately 150km west of the port of Gladstone Central
Minerals was acquired by Solomon Gold on a scrip-for-scrip basis, 1ssuing a total of 37 2 million shares to the vendors of Central
Minerals Further details are contained in the Operations Report, and in Note 23

A detailed review of the Group’s business and future developments is set out in the Operations Report and Financial Review

The principal nsks and uncertainties facing the group at its present stage of development are given under Risks and
Uncertainties

LAND AND BUILDINGS

The Directors are of the view that the book value and market value of land and buildings are not matenally different The land
and butldings were acquired during 2007 and no independent valuation has been obtained since its acquisition

GOING CONCERN

In common with many exploration companies, the Company raises finance for its exploration and appraisal activities in discrete
tranches At the reporting date, the Group had a net current liability position of $1,577,146, inclusive of the Convertible Note
held by D’Agwlar Gold and repayable by 19 February 2011 However, on 22 October 2010, the Company announced a
substantial capital raising of approximately A$24 million The raising is due to settle following a shareholder’s meeting called for
2 November 2010 to approve an increase In the Company’s authonsed capital from £2,000,000 to £5,000,000 This capitat,
together with the fact that Newmont has agreed to fund the exploration work being undertaken on the Guadalcanal project
under the terms of the Venture Agreement executed between the two parties, means that the Company has sufficient working
capital to fund its own operations, including the exploration of those Solomon Island tenement areas held outside of the
Newmont Guadalcanal Venture, together with its tenements in Queensiand, Australia It should be noted that the current
working capital levels will not be sufficient to bring the Company’s projects into full development and production and, i due
course, further funding will be required 1n the event that the Company i1s unable to secure further finance either through its
current arrangements with Newmont, other third parties or capital raisings, it may not be able to fully develop its projects

CURRENCY

The functional and presentational currency i1s Australian dollars {“A%”) and all amounts presented in the Directors’ Report and
financial statements are presented in Austraban dollars unless ctherwise indicated

RESULTS
The Group’s consolidated loss for the period was A%$2,192,989 {2009 A$1,239,497)
CHANGES IN SHARE CAPITAL DURING 2010

A statement of changes in the share capital of the Company 1s set cut in Note 15 to the financial statements




KEY PERFORMANCE INDICATORS

Gwven the stage of the Group's operations, the Board regards the maintenance of tenure and land access arrangements,
maintenance of operation capabilities and the continued collection of exploration data in order to advance the prospectivity of
the project areas to be the key performance indicators in measuring the Group's success The review of the business with
reference to key performance indicators 1s set out In the Operations Report and Financial Review

DIVIDENDS PAID OR RECOMMENDED

The Directars do not recommend the payment of a dvidend

FINANCIAL INSTRUMENTS

The Company does not undertake financial instrument transactions that are speculative or unrelated to the Company’s or
Group's activities The Company’s financial instruments consist mainly of deposits with banks, accounts payable, and loans to
subsidiaries  Further details of financial risk management objectives and policies, and exposure of the group to financial nsks
are provided in Note 19 to the financial statements

POLICY AND PRACTICE ON PAYMENT OF CREDITORS

The Group policy on the payment of creditors 1s to settle bills in accordance with the terms agreed with suppliers

At the year end there were 71 days (200S 49 days) worth of purchases in Group trade creditors and 24 days (2009 71 days)
worth of purchases in Company trade creditors

SUBSEQUENT EVENTS

On 12 July 2010, the Company 1ssued 33,089,099 shares to investors pursuant to a placement at $0 09, raising a total of
A$2,839,145 before costs

On 22 October 2010, the Company announced that 1t had successfully raised approximately $24m through the impending 1ssue
of 54,017,153 shares at a price of approximately $0 45 from institutional and private investers The placement 1s due to settle
following a shareholder's meeting called for 8 November 2010 to approve an increase n the Company’s authorised caprtal from
£2,000,000 to £5,000,000

DIRECTORS AND DIRECTORS' INTERESTS

The Directors who held office during the perniod were as follows

Cameron Wenck Non-Executive Chairman
Nicholas Mather Chief Executive Officer
Brian Moller Non-Executive Director
Robert Weinberg Non-Executive Director
John Bovard* Non-Executive Director

*John Bovard was appointed Nen-Executive Director 2 November 2009
The Company has a Directors’ and Officers Liability insurance policy with AFM Insurance Brokers Pty Ltd for all its Directors

The Directors who held office at the end of the financial year held direct and indirect interests in the ordinary shares and
unhisted options of the Company as shown in the tables below

CRarene gl o - At 304une 2010 At30fune2008" % 4
_Nicholas Mather 30,762,862 13,783,433 A
Brian Molter 924,925 782,068
Cameron Wenck 1,095,477 859,962
“Robert Weinberg 383,152 311,723
John Bovard o 300,000 Nil

No options were 1ssued to Directors during the year




Shateloptionsiield] IAtB 0N N e}2010)

At 0Nt ey 009

Gptiontericel

EXenciselReriod,

Nicholas Mather - 233,333 S0p 01/01/07 - 01/01/10
233,333 233,333 75p 01/01/08 - 01/01/11

233,334 233,334 100p 01/01/08 - 01/01/11

250,000 250,000 25p 31/01/08 — 31/12/10

125,000 125,000 50p 31/01/08 - 31/12/10

125,000 125,000 75p 31/01/08 — 31/12/10

Cameron Wenck - 25,000 S0p 01/01/07 — 01/01/10
25,000 25,000 7Sp 01/01/08 - 01/01/11

25,000 25,000 100p 01/01/08 — 01/01/11

100,000 100,000 25p 31/01/08 - 31/12/10

50,000 50,000 S0p 31/01/08 - 31/12/10

50,000 50,000 75p 31/01/08 — 31/12/10

Brian Moller - 25,000 50p 01/01/07 - 01/01/10
25,000 25,000 75p 01/01/08 — 01/01/11

25,000 25,000 100p 01/01/08 - 01/01/11

75,000 75,000 25p 31/01/08 - 31/12/10

37,500 37,500 50p 31/01/08 - 31/12/10

37,500 37,500 7Sp 31/01/08 — 31/12/10

Robert Wemnberg - 25,000 50p 01/01/07 - 01/01/10
25,000 25,000 75p 01/01/08 — 01/01/11

B 25,000 25,000 100p 01/01/08 - 01/01/11

o 75,000 75,000 25p 31/01/08 - 31/12/10

37,500 37,500 50p 31/01/08 - 31/12/10

37,500 37,500 75p 31/01/08 - 31/12/10

No options were held by John Bovard duning the year

MAJOR SHAREHOLDERS

The following parties represented the top 10 shareholders in the Company as at 27 October 2010

Tenstar Trading Limited

54,984,547

DO’Aguitar Gold Limited 35,274,477
Samuel Holdings Pty Ltd <Samuel DT> 22,200,468
N&J Mather <Mather Super Fund> 13,843,486
Barclayshare Nominees Limited 9,673,137
TD Waterhouse Nominees Europe Limited 8,595,410 !
Indium Investments Pty Ltd 5,550,286
Pershing Nominees Limited 5,121,557
James Capel Nominees Limited 4,619,728
HSDL Nominees Limited 4,288,904

CORPORATE GOVERNANCE

n formulating the Company’s corporate governance procedures the Board of Directors takes due regard of the principles of
good governance set out in the Revised Combined Code 1ssued by the Financiat Reporting Counacilin june 2008 (as appended to
the Listing Rules of the Financial Services Authority) so far as 1s practicable for a company of Solomen Gold's size

The Board of Solomon Gold plc 15 made up of one Executive Director and four Non-executive Oirectors  Cameran Wenck chairs
the Board and Nicholas Mather 15 the Company’s Chief Executive 1t 1s the Board’s policy to mamntain independence by having at
least half of the Board comprising Non-executive Directors who are free from any material business or other relationship with
the Group The structure of the Board ensures that no one individual or group 1s able to dominate the decision making process




The Board ordinanly meets on a monthly basis prowiding effective leadership and overall control and direction of the Group's
affairs through the schedule of matters reserved for its decision This includes the approval of the budget and business plan,
major caprtal expenditure, acquisitions and disposals, risk management policies and the approval of the financial statements
Formal agendas, papers and reports are sent to the Directors in a timely manner, prior to Board meetings The Board also
receives summary financial and operational reports before each Board meeting The Board delegates certain of its
responsibilities to management, who have clearly defined terms of reference

All Directors have access to the advice and services of the Company Secretary, who 1s responsible for ensuning that all Board
procedures are followed Any Director may take independent professional advice at the Company’s expense in the furtherance
of hus duties  One third of the Directors retire from office at every Annual General Meeting of the Company In general, those
Directors who have held office the longest time since their election are required to retire A retining Director may be re-elected
and a Director appointed by the Board may also be elected, though in the latter case the Director’s peniod of prior appointment
by the Board will not be taken into account for the purpases of rotation

The Audit Committee, which meets not less than twice a year, 15 responsible for ensuning that the financial performance,
position and prospects of the Group are properly monitored as well as liaising with the Company's auditors to discuss accounts
and the Group’s internal controls The Commuttee 1s chaired by Bnan Moller, the other members being Cameron Wenck and
Robert Weinberg The Audit committee has reviewed the systems in place and considers these to be appropriate

The Remuneration Committee, which meets at least once a year and 1s responsible for making decisions on Directors’ and key
management’s remuneration packages, 1s chawed by Cameron Wenck Bnan Moller and Robert Wesnberg are the other
comnuttee members

The remuneration of the non-executive Directors 1s deterrmined by the executive Directors who consider it essential, not
withstanding the small size of the Company and the fact that it 1s not yet revenue earning, to recrut and retain individuals of the
highest calibre for that role Consequently they believe that it 1s in the interests of shareholders that non-executive Directors
shou!d be provided with share options in addition to the level of fees considered affordable The number of such options
currently amounts to 650,000 in total, or just under 0 3% of the current issued share capital, and in the opinion of the executive
Directors is not of sufficient magnitude as to affect their independence

The Board attaches importance to maintaiming good relationships with all its shareholders and ensures that all price sensitive
information 1s released to all shareholders at the same time, in accordance with London Stock Exchange rules The Company's
principal communication with its investors 1s through the Annual General Meeting and through the annual report and accounts
and the intertm statement

The 2010 Annual General Meeting will provide an opportunity for the Chairman and/or Chief Executive Officer to present to the
shareholders a report on current operations and developments and will enable the shareholders to question and express their
views about the Company’s business A separate resolution will be proposed on each substantially separate 1ssue, including the
receipt of the financial statements and shareholders will be entitled to vote either 1n person or by proxy

A Health, Safety, Environment and Community Committee (HSEC Committee) is responsible for the overall health, safety and
environmental performance of the Company and its operations and its relationship with the local community in Solomon Islands
and Queensland, and 15 chaired by John Bovard, the other members being Nicholas Mather and Robert Weinberg

EXECUTIVE REMUNERATION STRATEGY

Remuneration of Executive Directors I1s established by reference to the remuneration of executives of equivalent status both in
terms of the level of responsibility of the position and by reference to therr job qualifications and skills  The Remuneration
Committee will also have regard to the terms which may be required to attract an executive of equivalent experience to jotn the
8oard from another company Such packages include performance related bonuses and the grant of share options

POLITICAL AND CHARITABLE CONTRIBUTIONS

The Group made no political or chantable donations in the year {2009 AS nil)

AUDITORS

A resolution for the reappointment of PKF (UK) LLP will be proposed at the forthcoming Annual General Meeting
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Directors’ report and the financial statements in accordance with apphcable law
and regulations

Company law requires the Directors to prepare financial statements for each financial year Under that law the Directors have,
as required by the AIM Rules of the London Stock Exchange, elected to prepare the group financial statements in accordance
with International Financial Reporting Standards as adopted by the European Union and have also elected to prepare the parent
company financial statements in accordance with those standards




Under company law the Directors must not approve the financial statements unless they are satisfied that they give a true and

fair view of the state of affairs of the company and the group and of the profit or loss of the group for that period In preparing
these financial statements the Directors are required to

e select sutable accounting policies and then apply them consistently,

¢ make judgments and estimates that are reasonable and prudent,

s state whether the financial statements have been prepared in accordance with IFRSs as adopted by the European
Union,

* prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the company
and the group will continue in business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and the group and enable
them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding
the assets of the company and the group and hence for taking reasonable steps for the prevention and detection of fraud and
other rregutarities

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
company's website  Legislation in the Urited Kingdom goverming the preparation and dissemination of the financial statements
and other infoermation included 1n annual reports may differ from legislation in other junisdictions

DISCLOSURE OF AUDIT INFORMATION

In the case of each person who are Directors of the Company at the date when this report 1s approved

s  So far as they are indmvidually aware, there 1s no relevant audit information of which the Company’s auditors are
unaware, and

e«  Fach of the Directors has taken all the steps that they ought to have taken as a Director to make themselves aware of
any relevant audit information and to establish that the Company's auditors are aware of the information

This report was approved by the board on 3 November 2010 and signed on its behalf

ZVW’Z"\’\

Karl Schlobohm
Company Secretary
Level 5, 60 Edward Street
Brisbane QLD 40G0
Australia




INDEPENDENT AUDITORS’ REPORT
INDEPENDENT AUDITORS' REPQRT TO THE MEMBERS OF SOLOMON GOLD PLC

We have audited the financial statements of Solomon Gold plc for the year ended 30 lune 2010 which comprise the
consohidated statement of comprehensive income, the consclidated and company statements of financial position, consolidated
and company staterments of changes in equity, consolidated and company statements of cash flows and the related notes The
financial reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union and, as regards the parent company financial statements, as applied in
accordance with the provisions of the Companies Act 2006

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Compares Act
2006 Our audit work has been undertaken so that we might state to the company's members those matters we are required to
state to them in an auditors' report and for no other purpose To the fullest extent perrmitted by law, we do not accept or
assume responsibility to anyene other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of Directors and auditors

As explamed more fully in the Directors’ responstbilities statement, the Directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view Our responsibility 15 to audit the financial
statements tn accordance with applicable law and Internaticnal Standards on Auditing {UK and ireland) Those standards require
us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit

An audit involves obtaining evidence about the amcunts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropriate to the group’s and the parent company’s circumstances and
have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the
Directers, and the overall presentation of the financial statements

Opinton on finangial statements

In our opinion

* the financial statements give a true and fair view of the state of the group’s and parent company’s affairs as at 30 June
2010 and of the group’s loss for the year then ended,

+ the group financial statements have been properly prepared in accordance with IFRSs as adopted by the European
Urion,

*  the parent company financial statements have been properly prepared tn accordance with IFRSs as adopted by the
European Union as applied in accordance with the provisions of the Companies Act 2006, and

* the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

Emphasts of matter — avairlability of project finance

In forming our opimion, which 1s not quahfied, we have considered the adequacy of the disclosures made in note 1(b) to the
financial statements concerning the requirement for the group to rasse further funding if it 1s to bring its exploration projects
into the development stage If the group 15 unable to secure such additional funding to develop its projects further, this may
have a consequential impact on the recoverability of the carrying value of the related exploration assets and the investment of
the parent company in its subsidiaries  No adjustments have been made in the financial statements to reflect changes to asset
carrying values that may be necessary should the company be unsuccessful in raising further finance

Opinion on other matter prescribed by the Companies Act 2006

in our opinion the information given In the Directors’ report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements



Matters on which we are required to report by exceptton

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, in
our opinion

e adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not
been received from branches not visited by us, or

* the parent company financial statements are not in agreement with the accounting records and returns, or
s certain disclosures of Directors’ remuneration specified by law are not made, or

¢ we have not recewved all the information and explanations we require for cur audit

Reg et

David Pomfret (Sersor statutory auditor)
For and on behalf of PKF {UK) LLP, Statutory auditors
London, UK

3 November 2010




CONSOLIDATED STATEMENT OF COMPRENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2010

Vieixa, GO

a9
A3
Revenue - -

Cost of sales - -

Gross profit - -
Other income 159,364 96,155
Administrative expenses

Exploration costs written-off (567,415) (14,480)

Other (1,817,187) (1,376,014)
Operating loss (2,225,238) {1,294,339)
Finance income 6 68,662 54,842
Finance costs 6 (36,413) -
Loss before and after tax 3 (2,192,989) (1,239,497)

Other comprehensive income - .

Total comprehensive income for the year {2,192,989) {1,239,497}

Loss for the year attnibutable to equity holders of the parent {2,192,989) (1,239,497}

Basic and diluted loss per ordinary share
Basic and diluted 8 AS(0 0159) AS{0 0224)

-
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CONSCLIDATED AND COMPANY STATEMENTS OF FINANCIAL POSITION AS AT 30 JUNE 2010

Registered Number 5449516

Motes

Assets

Praperty, plant and equipment 10 247,648 207,726 6,623 5,742
Intangible assets 11 33,406,506 18,021,422 - -
Investment in subsidiary 9 - - 33,976,110 18,374,693
Total non-current assets 33,654,154 18,229,148 33,982,733 18,380,435
Other recewables and prepayments 13 386,890 152,338 214,477 69,692
Cash and cash equivalents 14 219,811 1,449,697 ! 111,976 1,393,206
Total current assets 606,701 1,602,035 326,453 1,463,598
Total assets 34,260,855 19,831,183 34,309,186 19,844,033
Equity

Share capital 15 3,870,090 1,736,803 3,870,090 1,736,803
Share premium 15 33,263,679 20,215,990 33,263,679 20,215,950
Other reserves 1,070,805 1,411,570 1,070,805 1,411,570
Accumulated loss {6,161,893) {4,396,801) (5,234,969) (4,129,247}
Total equity 32,042,681 18,967,562 32,969,605 19,235,116
Liabihties

Lease liabihties 16 34,327 - - -
Total non-current hiabilities 34,327 - - -
Lease liabilities 16 24,069 - - -
Trade and other payables 17 2,159,778 863,621 1,339,581 608,917
Total current liabilities 2,183,847 863,621 1,339,581 608,917
Total habihties 2,218,174 863,621 1,339,581 608,917
Total equity and habihities 34,260,855 19,831,183 34,309,186 19,844,033

The financial statements were approved and authonsed for 1ssue by the Board and were signed in its behalf on 3 November

2010

(R

Brian Moller
Director
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CONSOLIDATED AND COMPANY STATEMENTS OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE

2010

Consohdated Statement of changes in equity

CEL NI S0
REA L/ 0% 5]

fAs] o)

W

16,872,689

Balance 30 June 2008 15 1,033,527 17,613,615 1,510,339 172,803 {3,457,595}

Loss and total

comprehensive loss for the

pernod (1,239,497) {1,239,497)
New share capital subscnibed 667,719 2,558,169 3,225,888
Share 1ssue costs {115,798) (115,798)
Value of shares and options

1ssued to Directors,

employees and consultants 35,557 160,004 28,719 224,280
Reserve Transfers on

Expiration (127,488) {172,803) 300,291

Balance 30 June 2009 15 1,736,803 20,215,990 1,411,570 - (4,396,801) 18,967,562
Loss and total

comprehensive loss for the

penod {2,192,989) {2,192,989)
Mew share capital subscribed 2,123,508 13,054,479 15,177,987
Share 1ssue costs (80,826) (80,826)
Value of shares and options

1ssued to Directaors,

employees and consultants 9,779 74,036 87,132 _ 170,947
Reserve Transfers on

Expiration (427,897) 427,897

Balance 30 June 2010 15 3,870,090 33,263,679 1,070,805 - {6,161,893) 32,042,681

Company Statement of changes in equity

Balance 30 June 2008 15 1,033,527 17,613,615 1,510,339 172,803 (3,460,706} 16,869,578
Loss and total

comprehensive loss for the

peniod (968,832) {968,832)
New share capital subscribed 667,719 2,558,169 3,225,888
Share 1s5ue costs (115,798) {115,798)
Value of shares and options

issued to Directors,

employees and consultants 35,557 160,004 28,719 224,280
Reserve Transfers on

Expiration {127,488) (172,803} 300,291

Balance 30 June 2009 15 1,736,803 20,215,990 1,411,570 - (4,129,247} 19,235,116
Loss and total

comprehensve loss for the

period {1,533,619)  (1,533,619)
New share capital subscribed 2,123,508 13,054,479 15,177,987
Share 1ssue costs {80,826) {80,826)
Value of shares and options

1ssued to Birectors,

employees and consultants 9,779 74,036 87,132 170,947
Reserve Transfers on

Expiration (427,897} 427,897

Balance 30 June 2010 15 3,870,090 33,263,679 1,070,805 - (5,234,969} 32,969,605

12




CONSOLIDATED AND COMPANY STATEMENTS OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2010

KILO Y

LEONEN

TR

LTI

Cash flows from operating activities

Operating loss (2,225,238) {1,294,339) (1,544,615} (1,010,165}
Depreciation 57,661 49,698 2,368 1,177
Share based payment expense 170,947 224,280 170,947 224,280
Impairment of exploration costs 567,415 - - -
{Increase)/Decrease in other recevables and

prepayments {139,993) 173,767 (144,785} 72,460
Increase/(decrease) in trade and other payables {128,567) 112,329 {69,336) 304,161
Cash used 1n operations {1,697,775) {734,265) {1,585,421) {408,087)
Net cash outflow from operating activities {1,697,775) {734,265) {1,585,421) {408,087)
Cash flows from investing activities

Interest received 68,662 54,842 47,409 41,333
Interest paid {36,413) - (36,413) -
Acquisition of property, plant and equipment {23,330) (10,807} {3,249) {6,267)
Acquisition of intangible assets (exploration} {2,609,189} {2,648,788)} - -
Acquisition of subsidiaries {net of cash}) 23 18,631 - - -
Loans advanced to subsidiary - - {3,786,332) {1,349,179)
Net cash outflow from investing activities {2,581,639) (2,604,753) (3,778,585} (1,314,113)
Cash flows from financing activities

Proceeds from the issue of ordinary share capital 4,362,902 2,829,708 4,362,902 2,829,708
Payment of 1ssue costs {80,826} (115,798) (80,826} {115,798)
Loan from Director-related entity {200,000) 200,000 (200,000} 200,000
Repayment of borrowings {1,032,548) - - -
Net cash inflow from financing activities 3,049,528 2,913,910 4,082,076 2,913,910
Net (decrease)/increase in cash and cash (1,229,886) (425,108) (1,281,930) 1,191,710
equivalents

Cash and cash equivalents at beginning of period 1,449,697 1,874,805 1,393,906 202,196
Cash and cash equivalents at end of penod 14 219,811 1,449,697 111,976 1,393,906

Non cash transactions

During the year, the group acquired Acapulco Mining Pty Limited and Central Minerals Pty Limited The consideration was
satisfied by i1ssue of shares Further details have been provided in Note 23
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE1 ACCOUNTING POLICIES

The Company 1s a public imited company incorporated in England and Wales and 15 listed on the AIM market of the London
Stock Exchange

{a) Statement of compliance

The consohidated financial statements and company financial statemeants have been prepared wn accordance with International
Financial Reporting Standards {*IFRS’) and their interpretations adopted by the Internationa! Accounting Standards Board (IASB),
as adopted by the European Union They have also been prepared in accordance with those parts of the Companies Act 2006
applicable to companies reporung under IFRS

The accounting policies set out below have been applied consistently throughout these consolidated financial statements
(b) Basis of preparation of financial statements, going concern and availability of project finance
The consolidated financial statements are presented in Australian dollars (“A$"}

The Company was incorporated on 11 May 2005 The Group has elected, from incorporation, to prepare annual consohdated
financial statement in accordance with IFRS A separate statement of comprehensive income for the parent company has not
been presented as permitted by section 408 of the Companies Act 2006

In common with many exploration companies, the Company raises finance for its exploration and appraisal activities in discrete
tranches At the reporting date, the Group had a net current hability position of $1,577,146, inclusive of the Convertible Note
held by D"Agullar Gold and repayable by 19 February 2011 However, in October 2010, the Company announced a substantial
capital raising of approximately AS24 millon The raising 1s due to settle following a shareholder's meeting called for 8
November 2010 to approve an increase in the Company's authorised capital from £2,000,000 to £5,000,000 This capital,
together with the fact that Newmont has agreed to fund the exploration work being undertaken on the Guadalcanal project
under the terms of the Venture Agreement executed between the two parties, means that the Company has sufficient working
capital to fund its own operations, including the exploration of those Solomon Island tenement areas held outside of the
Newmont Guadalcanal Venture, together with its tenements in Queensland, Australia It should be noted that the current
warking capital levels will not be sufficient to bring the Company's projects into full development and production and, in due
course, further funding will be required in the event that the Company is unable to secure further finance either through its
current arrangements with Newmont, other third parties or capital raisings, it may not be able to fully develop its projects

{c) Basis of consolidation
{1) Subsidiories

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the
Company (its subsidiaries) made up to 30 June each year Control 1s recogmised where the Company has the power to govern
the financial and operating policies of an investee entity so as to obtain benefits from its activities

The results of subsidiaries acquired or disposed of duning the year are included in the consohdated statement of comprehensive
income from the effective date of acquisition or up to the effective date of dispcsal, as appropriate Where necessary,
adjustments are made to the financial statements of subsidiaries to bring the accounting policies into line with those used by
the Group

{11} Transactions elimmated on consolidation

Intra-group balances and any unreahsed gains and losses or income and expenses ansing from intra-group transactions, are
ehiminated in prepanng the consol:idated financial statements

{d) Foreign currency

The Company’'s functional and presentational currency 1s Australian dollars {AS) The exchange rates at 30 June 2010 were
£0 56860/A51 0 and SBDS7 10920/A51 O (30 June 2009 £0 48702/A51 0, SBDS6 14330/A51 0}

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction Monetary
assets and habihties denominated in foreign currencies at the year end are translated into Australian dollars at the foreign
exchange rate ruling at that date  Any resultant foreign exchange currency translation amount 15 taken to the profit and loss

The functional currency of the subsidiaries in Austrahia 15 considered to be Australian Dollars {AS) The functional currency of the
subsidiary in Solomon Islands 1s considered to be Solomon Islands Doltars {SBD$) The assets and habilities of the entities are
translated to the group presentation currency at rates of exchange ruling at the balance sheet date Income and expense items
are translated at average rates for the period Any exchange differences are taken directly to reserves On disposal of an entity,
cumulative deferred exchange differences are recognised in the income statement as part of the profit or loss on sale
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE1 ACCOUNTING POLICIES (Continued)

(e) Property, plant and equipment

{1} Owned asset

Items of property, plant and equipment are stated at cost less accumulated deprecration (see below) and impairment losses
(see accounting policy 1 below)

{1} Subsequent costs
The Group recognises 1n the carrying amount of property, plant and equipment the cost of replacing part of such an item when
that cost 1s incurred if it 1s probable that the future economic benefits associated with the item will flow to the Group and the
cost of the item can be measured reliably All other costs are recognised in the statement of comprehensive income as an
expense as incurred

{i1) Depreciation

Depreciation 1s charged to the statement of comprehensive income on a straight-line basis over the estimated useful lives of
each item of property, plant and equipment The estimated useful lives of all categones of assets are

Office Equipment 3years
Furniture and Fittings S years
Motor Vehicles 5 years
Plant and Equipment 5years
Land and Bulldlngs 12 years

The residual value 1s assessed annually Gams and losses on disposal are determined by companng proceeds with carrying
amounts and are included in the statement of comprehensive income

{f} Intangible assets

Deferred exploration and evaluation costs

Costs incurred in relation to the acquisition of, or application for, a tenement area are capitalised where there 1s a reasonable
expectation that the tenement will be acquired or granted Where the Company 1s unsuccessful in acquinng or being granted a

tenement area, any such costs are immediately expensed

All other costs incurred prior to obtaining the legal right to undertake exploration and evaluation activities on a project are
written-off as incurrad

Exploration and evaluation costs arnising follewing the acquisition of an exploration licence are capitahsed on a project-by-
project basis, pending determination of the technical feasibility and commercial viability of the project  Costs incurred include
appropriate techmcal and administrative overheads Deferred exploration costs are carried at historical cost less any
impairment losses recognised

If an exploration project 1s successful, the related expenditures will be transferred to mining assets and amortised over the
estimated life of the ore reserves on a unit of production basis

The recoverability of deferred exploration and evaluation costs I1s dependent upon the discovery of economically recoverable
ore reserves, the ability of the Group to obtain the necessary financing to complete the development of ore reserves and future
profitable production or proceeds from the disposal thereof

{g) Other receivables and prepayments

Other recevables and prepayments are not interest beanng and are stated at thewr nommal amount less provision for
impairment

{h} Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly iquid investments with

original maturies of three months or less, and bank overdrafts Bank overdrafts are shown within borrowing in current
labihties on the statement of financial position

15




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 1 ACCOUNTING POLICIES (Continued)

(1) Impairment

Whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable the asset s
reviewed for iImpairment An asset’s carrying value 1s written down to its estimated recoverabte amount (being the higher of
the farr value less costs to sell and value in use) If that 1s less than the asset’s carrying amoung

Impairment reviews for deferred exploration and evaluation costs are carned out on a project-by-project basis, with each

project representing a potential single cash generating unit  An imparrment review 15 undertaken when indicators of
impairment anse, typically when one of the following circumstances apply

®*  Unexpected geological occurrences that render the resource uneconomic,

®  Title to the asset s compromsed,

®  Variations in metal prices that render the project uneconamic, and

®  Variations in the currency of operation
{i) Share capital
The Company’s ordinary shares are classified as equity
(k) Employee benefits
{1) Share based payment transactions
Certain Group employees are rewarded with share based instruments Shares were also 1ssued to third parties as consideration
for goods or services Shares are recorded at their market value at the time of their issue  Option instruments are stated at far
value at the date of grant and this i1s expensed on a straight line basis over the estimated vesting period  The latter 15 based on
the Group’s esumate of shares that will eventually vest The fair value of an option instrument 1s esttmated using the Black-
Scholes valuation model The estimated hfe used in the model represents management’s best estimate of the effects of non-
transferability, exercise restrictions and behavioural considerations

{it) Retirement benefits

The Group operates a defined contribution pension scheme Contributions payable for the year are charged to the statement of
comprehensive

{1 Provisions

Provisions are recognised when the Group has a legal or constructive obligation as a result of past events, it 1s more likely than
not that an outflow of resources will be required to settle the obligation, and the amount can be rebably estimated

{m) Trade and other payables
Trade and other payables are not interest beanng and are stated at thewr nominal value
{n) Revenue

During the exploration phase, any revenue generated from incidental sales 1s treated as a contnbution towards previously
incurred costs and offset accordingly

{o) Other income

Other income 15 recogmised in the statement of comprehensive iIncome as it accrues

{p) Expenses

(1) Financing costs

Financing costs comprise interest payable on borrowings calculated using the effective interest rate method
(1) Finance income

Interest income 15 recogrised in the statement of comprehensive iIncome as it accrues, using the effective interest method
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 1 ACCOUNTING POLICIES (Continued)
{q) Taxation

The charge for taxation 1s based on the profit or loss for the year and takes into account deferred tax Deferred tax 1s the tax
expected to be payable or recoverable on differences between the carrying amounts of assets and habilities in the financial
statermnents and the corresponding tax bases used in the computation of taxable profit or loss, and 1s accounted for using the
liabiity method

Deferred tax assets are only recogmised to the extent that it 1s probable that future taxable profit will be available in the
foreseeable future agamnst which the temporary differences can be utihsed

(r) Segment reporting

The Group has applied IFRS 8 Operating Segments from 1 July 2009 Previous reporting of segment information was based on
the geographical locations of the Group’s operations  As of 1 July 2009 the Group determines and presents operating segments
based on infarmation that 1s internally provided to the Board of Directors, who are the Group’s chief operating decision makers

An operating segment 1s 3 component of the Group that engages in business activities from which it may earn revenues and
incur expenses, including revenues and expenses that relate to transactions with any of the Group’s other components An
operating segment’s operating results and asset position are reviewed regularly by the Board to make decisions about resources
to be allocated to the segment and assess its performance, for which discrete financial infformation is avallable

Segment results that are reported to the Board include 1tems directly attributable to a segment as well as those that can be
allocated on a reasonable basis Unallocated items comprise mainly corporate office assets, head office expenses, and income
tax assets and habiittes Comparative information has been re-presented so that it also 1s in conformity with the revised
standard Since the change in accounting policy only impacts presentation and disclosure aspects, there 1s no impact on
earnings per share

{s) Business Combinations

Business combinations occur where an acquirer obtains control over one or more businesses and results in the consohdation of
its assets and habilities

Business combnations are accounted for by applying the acquisition method, unless it 15 a combination nvalving entities or
busmesses under common control The acquisition method requires that for each business combination one of the combining
entities must be identfied as the acquirer 1e parent entity) The business combination will be accounted for as at the
acquisition date, which 1s the date that control over the acquiree 1s obtained by the parent entity At this date, the parent shall
recognise, in the conschdated accounts, and subject to certain imited exceptions, the fair value of the wentfiable assets
acquired and habilities assumed In addition, contingent liabilities of the acquiree will be recogrised where a present obligation
has been incurred and its fair value can be rehably measured

The acquisition may result in the recogmtion of goodwill or a gain from a bargain purchase The method adopted for the
measurement of goodwill will impact on the measurement of any non-controlling interest to be recognised in the acquiree
where less than 100% ownership interest 1s held in the acquiree

The acquisition date fair value of the consideration transferred for a business combination plus the acquisition date fair value of
any previously held equity interest shall form the cost of the investment in the separate financial statements Consideration may
compnise the sum of the assets transferred by the acquirer, habilities incurred by the acquirer to the former owners of the
acquiree and the equity interests issued by the acquirer

Fair value uplfts in the value of pre-existing equity holdings are taken to the statement of comprehensive income Where
changes in the value of such equity holdings had previcusly been recogrised in other comprehensive income, such amounts are
recycled to profit or loss

Included in the measurement of consideration transferred 15 any asset or hiability resulting from a contingent consideration
arrangement Any obligation ncurred relating to contingent consideration 1s classified as either a financial hability or equity
instrument, depending upon the nature of the arrangement Rights to refunds of consideration previously paid are recognised
as a receivable Subsequent to imitial recognition, contingent consideration classified as equity 1s not remeasured and its
subsequent settlement 1s accounted for within equity Contingent consideration classified as an asset or a hability 1s remeasured
each reporting period to fair value through the statement of comprehensive income unless the change in value can be identified
as existing at acquisition date

All transaction costs incurred in relation to the business combination are expensed to the statement of comprehensive income
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE1 ACCOUNTING POLICIES {Continued)
(t} Project Financing / Farm-outs

The Group, from time to time, enters into funding arrangements with third parties in order to progress specific projects The
Group accounts for the related exploration costs in line with the terms of the specific agreement

(v} Leases

Leases of fixed assets where substantially all the nsks and benefits incidental to the ownership of the asset, but not the legal
ownership are transferred to entrties in the Economic Entity, are classified as finance leases

Finance leases are capitalised by recording an asset and a liability at the lower of the amounts equal to the fair value of the
leased property or the present value of the minimum lease payments, including any guaranteed residual values Lease
payments are allocated between the reduction of the lease liability and the lease interest expense for the peniod

Leased assets are depreciated on a straight-line basis over the shorter of their estimated useful lives or the lease term

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged as
expenses on a straight-line basis over the penod of the lease

{v) Accounting policies for the Company

The accounting policies applied to the Company are censistent with those adopted by the Group with the exception of the
following

{t) Company statement of comprehensive income

As permitted by Section 408 of the Companies Act 2006, the statement of comprehensive income of the Company has not been
separately presented in these financial statements The Company’s loss for the year was A$1,533,619 {2009 A%968,832)

(i1} Subsidiary investments
Investments in subsidiary undertakings are stated at cost less impairment losses
{w) Changes in accounting policies

The Group has adopted all of the new and revised Standards and Interpretations i1ssued by the International Accounting
Standards Board {‘IASB’) that are relevant to 1ts operations angd effactive for accounting periods begmming 1 July 2009

The following standards have been applied by the group from 1 July 2009
s |AS 1 {Revised) Presentation of financial statements
e [FRS 8 Operating segments
e IFRS 3 Business combinations

The adoption of IFRS 3 has resulted in recognition of acquisition costs during the year of $337,570 in the statement of
comprehensive income

The adoption of 1AS 1 (Revised) and IFRS 8 had no matenal effect on the profit or loss or the financial position of the Group as
these standards deal with disclosures only

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory for the
accounting periods commencing 1 July 2009 but are not applicable to the group and had no impact on these financial
statements

The Group has not adopted any standards or interpretations in advance of the required implementation dates It 1s not expected

that adoption of standards or interpretations which have been ssued by the International Accounting Standards Board but have
not been adopted will have a matenal impact on the financial statements
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 2 SEGMENT REPORTING

The Group has apphed IFRS 8 Operating Segments and its associated amending standards from 1 July 2009 Previous reporting
of segment information was based on the geographical locations of the Group’s operations As of 1 July 2009 the group
determines and separately reports operating segments based on information that 1s internally provided to the Board of
Directors, who are the Group's chief operating decision makers

The Group has outlined below the separately reportable operating segments, having regard to the quantitative threshold tests
provided in IFRS 8, namely that the relative revenue, asset or profit / (loss) position of the operating segment equates to 10% or
more of the Group’s respective total The Group reports information to the Board of Directors along company hnes That is, the
financial posstion of Solemon Gold and each of its subsidiary companies is reperted discreetly, together with an aggregated
Group total Accordingly, each company within the Group that meets or exceeds the threshold tests outlined above 1s
separately disclosed below The financial information of the subsidianes that do not exceed the thresholds outlined above, and
are therefore not reported separately, are aggregated as Other Subsidianes

(RER O 1Y)

LErE L

Solomon Gold 47,409 206,773 {1,533,619) 34,309,186 1,339,581 170,947 2,368

ARM 20,712 20,712 (44,379) 19,699,749 19,712,168 - 45,117
Central Minerals 1 1 {2,130) 2,854,790 3,026,062 - 4,954
Acapulco Miming 540 540 {590,094} 3,412,204 983,195 - 5,222
Salomon Operations - - (22,767} 34,071 85,781 - -
Consalidation/Elimunation - - - (26,049,145) {22,928,613) - -
Total 68,662 228,026 (2,192,989} 34,260,855 2,218,174 170,947 57,661

)

Riabilitics)
$
Sclomon Gold 41,333 277,061 (968,832) 19,844,033 608,917 224,280 1,177
ARM 13,509 30,182 (268,461) 18,327,007 18,295,047 - 48,521
Central Minerals N/A N/A NfA N/A N/A N/A N/A
Acapulco Mining M/A N/A N/A N/A N/A N/A N/A
Solomon Operations - 1,588 (2,204) 67,785 96,728 - -
Consclidation/Ehmination - {157,834) - (18,407,642 (18,137,071) - -
Total 54,842 150,997 {1,239,497) 19,831,183 863,621 224,280 49,698

Acapulco Mining Pty Limited and Central Minerals Pty Limited joined the Group on 21 December 2009 and 19 February 2010
respectively

Geographical information

Non current assets 2010 2009

$ 5
UK - -
Australia 14,065,500 5,742
Solomon Islands 19,588,654 18,223,406

The group had no revenue during the year
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 3 LOSS BEFORE TAX

Loss Is stated after charging/(crediting):

Auditors’ remuneration

Fees payable to the company’s auditor for the audit of the company’s annual

accounts 63,000 40,000
Fees payable to the company’s auditor and its associates for other services

Tax services 30,542 27,509
Depreciation 57,661 49,698
Acquisition related costs 337,570 -
Foreign exchange gains - {18,260)
Foreign exchange losses 41,398 -
Share based payments 170,947 224,280

NOTE 4 STAFF NUMBERS AND COSTS

The average number of persons employed (including Directors) during the year, analysed by category, was as follows

(Company Company

Corporate finance and admimstration 11 10 7 6
Technical 30 37 - -
40 47 7 6

The aggregate payroll costs of these persons were as follows

Eompany Sompany]

2010) 22009,

Wages and salaries 1,032,824 1,342,828 133,172 365,382
Contributions to defined contribution plans 3,366 6,866 3,366 6,866
Share based payments 158,446 224,280 158,446 224,280
1,194,636 1,573,974 294,984 600,528

Included within staff costs 15 A$576,366 (2009 AS878,328) which has been capitalised as part of deferred exploration costs
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE S REMUNERATION OF KEY MANAGEMENT PERSONNEL

Basid
SAFTAEL

2010

Directors

Nicholas Mather 161,000 - - 161,000

Brian Moller 39,533 - - 39,533

Cameron Wenck 53,679 - - 53,679

Robert Weinberg 43,516 - - 43,516

lohn Bovard 34,558 - - 34,558
332,286 - 332,286

Non-Directors 304,206 87,132 3,366 394,704

TOTAL 636,492 87,132 3,366 726,990

2009

Directors

Nicholas Mather 161,000 - - 161,000

Brran Moller 50,243 - - 50,243

Cameron Wenck 61,545 - - 61,545

Robert Weinberg 55,144 - - 55,144
327,932 - - 327,932

Non-Directors 458,654 224,280 - 682,934

TOTAL 786,586 224,280 - 1,010,866

W ehare based payments issued

NOTE & FINANCE INCOME AND COSTS

Interest income 68,662 54,842
Frnance income 68,662 54,842
Interest Cost — Convertible Note 36,413 -
Finance Cost 36,413 -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 7 INCOME TAX EXPENSE
Factors affecting the tax charge for the current penod

The tax credit for the pertod 1s lower than the credit resulting from the application of the standard rate of corporation tax in
Austraha of 30% {2009 28%) being applied to the loss before tax anising during the year The differences are explained below

Tax reconciliation

Loss before tax {2,192,989) (1,239,497)
Tax at 30% (2009 28%) (657,897) {347,059)
Effects at 30% (2009: 28%) of:

Short term timing differences 1,675 -
Non-deductible expenses 117,044 97,702
Tax losses carried forward 539,178 249,357
Tax on loss - -

Factors that may affect future tax charges

The Group has carned forward tax losses of approximately AS$5 2m {2009 AS3 1m) These losses may be deductible against
future taxable income dependent upon the on-going satisfaction by the relevant Group company of various tax integnty
measures applicable in the jurisdiction where tax the loss has been incurred The junisdictions in which tax losses have been
incurred include the United Kingdom, Australia and the Soloman islands

NOTE 8 LOSS PER SHARE

The calculation of basic loss per ordinary share on total operations 1s based on losses A$2,192,989 (2009 AS$1,239,497) and the
weighted average number of ordinary shares outstanding of 137,514,144 (2009 55,218,452)

There 15 no difference between the diluted loss per share and the basic loss per share presented as the share options and the
convertible loan notes 1n issue during the pentod were not considered dilutive At 30 June 2010 there were 6,376,670 (2009

5,615,000) share options on issue and 1,000,000 convertible loan notes

NOTE ¢ INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

oy of tgoEH : N

Gndloperation

Australian Resource Management Australa Explaration 100% 100%
{ARM) Pty Ltd

Acapulco Mining Pty Ltd Australia Exploration 100% 0%
Central Minerals Pty Ltd Austraha Exploraticn 100% 0%
Solomaon Operations Ltd Sotoman Islands Exploration 100% 100%
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 9 INVESTMENTS IN SUBSIDIARY UNDERTAKINGS (Continued}

Cost

Balance at 30 June 2008 270,571 16,343,149 16,613,720
Advances in the period - 1,760,973 1,760,973
Balance at 30 June 2009 270,571 18,104,122 18,374,693
Acquisitions and advances in the period 10,815,085 4,786,332 15,601,417
Balance 30 June 2010 11,085,656 22,890,454 33,976,110

Amortisation and impairment losses

Balance at 30 June 2008 - - -

Balance at 30 June 2009 - - .

Balance 30 June 2010 - - -

Carrying amounts

At 30 June 2008 270,571 16,343,149 16,613,720
At 30 June 2009 270,571 18,104,122 18,374,693
At 30 June 2010 11,085,656 22,890,454 33,976,110

Detalls of all loans within the group made dunng the year are set out below

Cost

Balance at 30 June 2008 270,571 16,343,149 16,613,720
Advances in the period from Solomon Gold plc to ARM Pty Lid - 1,760,973 1,760,973
Balance at 30 June 2009 270,571 18,104,122 18,374,693
Advances in the period from Solomon Gold plc to ARM Pty Ltd - 1,346,486 1,346,486
Acquisition and advances during the perniod of Acapulco Mining Pty Ltd 6,118,708 751,747 6,870,455
Acquisition and advances during the period of Central Minerals Pty Ltd 4,696,377 2,688,099 7,384,476
Total Investment in subsidiaries by the Company at 30 June 2010 11,085,656 22,890,454 33,976,110
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 10 PROPERTY, PLANT AND EQUIPMENT

RO

LA T SERE TG Matol 5 L1 RIS Y ED T2

BAUS T DUMaaTeR wanTEs & JLH T TH) ERTE T 11 1Y 0! O S i o f
a3 a5 3 A3 % As

Cost
Balance 30 June 2008 194,000 56,154 30,092 43,887 14,710 338,843 2,290
Additions - - - 10,807 - 10,807 6,267
Balance 30 June 2009 194,000 56,154 30,092 54,694 14,710 349,650 8,557
Additions — business combination - 9,235 85,485 896 - 95,616 -
Additions - other 14,144 5,937 - 3,249 - 23,330 3,249
Balance 30 June 2010 208,144 71,326 115,577 58,839 14,710 468,597 11,806
Depreciation & impairment losses
Balance 30 June 2008 (25,734) {21,565)  {15,259) (25,707) (3961} (92,226) (1,638)
Depreciation charge for the year (16,300} {11,323) {6,068) {13,041) {2,966) {49,698) {1,177)
Balance 30 June 2009 {42,034} (32,888) (21,327) (38,748) (6,927) {141,924) (2,815)

Depreciation — business
combinations

- {2,577)  (18,231) {556) - {21,364) -
Depreciation charge for the year {16,952} {12,391) (15,110) {10,266) {2,942) {57,661} (2,368)
Balance 30 June 2010 (58,986) (47,856}  [54,668) {49,570} {9,869) (220,949) (5,183)
Carrying amounts
At 30 June 2008 168,266 34,589 14,833 18,180 10,749 246,617 652
At 30 June 2009 151,966 23,266 8,765 15,946 7,783 207,726 5,742
At 30 June 2010 149,158 23,470 60,910 9,269 4,841 247,648 6,623

The net book value of assets pledged as security for lease finance is $54,667

NOTE 11 INTANGIBLE ASSETS

Deferned]
explozationlcosts!
06
Cost

Baltance 30 June 2008 14,976,454
Additions 3,044,968
Disposals -
Batance 30 june 2009 18,021,422
Addiuons — business combination 13,343,310
Additions - expenditure 2,609,189
Disposals -
Balance 30 June 2010 33,973,921

Impairment losses
Balance 30 June 2009 -
impairment charge {567,415)
Balance 30 June 2010 {567,415)

Carrying amounts
At 30 June 2008 14,976,454
At 30 June 2009 18,021,422
At 30 June 2010 33,406,506
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 11 INTANGIBLE ASSETS (Continued)

Newmont Guadalcanal Venture

On 5th March 2009, the Company announced its definitive Venture Agreement with Newmont, under which Newmont can earn
51% of the defined project area by expending US$6 million within three (3} years, and may elect to expend a further US$6
million within a further two (2) years to earn a further 19% to reach 70% The defined project area comprises five (5) adjoining
tenement areas on Guadalcanal, Solomon Islands The carrying value of the Capitalised Exploration of these 5 tenement areas
as at 30 June 2010 1s A$17,587,281 {2009 2009 $A17,349,918)

The expenditure undertaken by Newmont under the terms of the Venture Agreement has not been booked by the Company

Should Newmont meet the terms of its initial earn-in entitlement by expending U5$6 million within three (3) years, the
Company will grant Newmont a 51% equitable interest in the tenements at that point

Impairment loss

During the year the Group has not considered it necessary to make a provision for impairment against any of its deferred
exploration assets (2009 Ni) A decision was made to expense $567,415 for exploration expenditure associated with
tenements that were dropped during the year A detailed assessment of the carrying values of deferred exploration costs 1s
provided in Note 24

NOTE 12 DEFERRED TAXATION

Unrecognised deferred tax assets

Deferred tax assets have not been recognised n respect of the following amounts Deferred tax has been calculated at the
expected future rate of corporation tax of 28%

Tax losses 1,343,171 §25,0598 1,235,186 801,524

1,343,171 925,098 1,235,186 801,924

The deferred tax asset in respect of these items has not been recogmised as future taxable profit is not anticipated within the
foreseeable future

NOTE 13 OTHER RECEIVABLES AND PREPAYMENTS

Other recewvables 377,885 113,140 214,477 68,281

Prepayments 9,005 39,158 - 1,411
386,890 152,338 214,477 69,692

NOTE 14 CASH AND CASH EQUIVALENTS

GOt ronp  COEE Gompany

Bank balances 219,811 1,449,697 111,976 1,393,906
Call deposits - - - -
Cash and cash equivalents in the statement of cash flows 219,811 1,449,697 111,976 1,393,906
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 15 CAPITAL AND RESERVES

(a) Authorised Share Capital

NoNofkshares! Nominailvalu el
On incorporation — ordinary shares of £0 0001 each 1,000,000,000 100,000
Consolidated into ordinary shares of £0 01 each on 27 October 2005 10,000,000 100,000
Creation of additional shares of £0 01 each on 27 QOctober 2005 40,000,000 400,000
Creation of additional shares of £0 01 each on 11 December 2007 50,000,000 500,000
Creation of additional shares of £0 01 each on 1 December 2008 100,000,000 1,000,000
At 30 June 2009 - Ordinary Shares 200,000,000 2,000,000

2010}

INONOHshake s)

2010
INOminalkvaly el

At 1 July 2009 — Ordinary shares 200,000,000 2,000,000
Creation of additional shares of £0 01 each on 12 February 2010 200,000,000 2,000,000
At 30 June 2010 ~ Ordinary Shares 400,000,000 4,000,000

{b) Changes in tssued Share Capital and Share Premium

oSO ffshartes!

Ordinary shares of 1p each at 30 June 2008 44,325,001 1,033,527 17,613,615 18,647,142
Shares 1ssued at £0 03 - placing 21 November 2008 11,666,667 275,625 551,250 826,875
Share Issue costs charged to share premium account {115,798) {115,798)
Shares issued at £0 03 — conversion 4 February 2009 7,299,836 163,071 332,665 485,736
Shares issued at £0 09 — consideration 10 March 2009 2,000,000 40,636 355,544 396,180
Shares issued at £0 05 - remuneration 5 May 2009 1,750,000 35,557 160,003 195,560
Shares 1ssued at £0 08 — 30 June 2009 (see note below) 9,189,622 188,387 1,318,711 1,507,098
Ordmnary shares of 1p each at 30 June 2009 76,231,126 1,736,803 20,215,990 21,952,793

As at 30 June 2009, the Company had received A$1,507,098 and allotted 9,183,622 shares to various parties under wntten
placement agreements Together with the funds received in July 2009, the placement ultimately totalled AS2 8 millon The

shares were admitted to AIM on 8 and 9 July 2009

N oYOfRchares]

Ordinary shares of 1p each at 30 June 2009 76,231,126 1,736,803 20,215,990 21,852,793
Shares 1ssued at ASO 164 — placement 8 July 2009 8,310,378 170,363 1,192,539 1,362,502
Share 1ssue costs charged to share premium account {75,816) {75,816)
Shares issued at AS0 178 — remuneration 17 july 2009 400,000 8,197 63,118 71,315
Shares 1ssued at ASO 14 — placement 13 November 2009 21,428,571 387,686 2,612,314 3,000,000
Share 1ssue costs charged to share premium account (5,010} {5,010)
Shares 1ssued at ASQ 123~ consideration 21 December 2009 49,600,000 894,548 5,224,160 6,118,708
Shares issued at ASQ 126 — consideration 19 February 2010 37,200,000 670,911 4,025,466 4,696,377
Shares i1ssued at ASC 13 —consideration 27 Apnl 2010 96,197 1,582 10,918 12,500
Ordinary shares of 1p each at 30 June 2010 193,266,272 3,870,090 33,263,679 37,133,769
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 15 CAPITAL AND RESERVES {Continued)

Potential issues of ordinary shares

At 30 lune 2010 the Company had 6,376,670 options outstanding for the issue of ordinary shares, as follows

Cptions

Ak S

EERGH S

10 February 2006 1January 2007 1 January 2011 £0 7510 £1 00
12 September 2006 1 January 2007 1lanuary 2011 £075t0 £1 00 650,000 383,334
31 December 2007 31 December 2007 31 December 2010 £0251t0£075 1,380,000 1,000,000
31 December 2007 31 December 2007 8 November 2010 £0 20 500,000 500,000
31 January 2008 31 lanuary 2008 31 December 2010 £025t0£0 75 1,000,000 1,000,000
27 May 2008 27 May 2008 31 December 2010 £0 2510 £0 75 400,000 200,000
20 May 2005 14 October 2009 30 Apnil 2011 £0 10 1,300,000 1,300,000
27 Apnil 2010 27 October 2010 30 June 2011 £0 10 1,300,000 1,300,000
8,270,000 6,376,670
Warrants

Thera were no warrants outstanding as at 30 June 2010

Share options issued

During the year, 538,330 unlisted share options in Solomon Gold plc expired out of the money

On 27 Apnl 2010 the Company 1ssued 1,300,000 unlisted share options to the Chief Operating Officer The options were 1ssued
free of charge and are exercisable at 10 pence per ordinary share The period duning which these share options can be
exercised 1s between 27 October 2010 and 30 June 2011

Dhwvidends

The Directors do not recommend the payment of a dividend

Capital Management

Given the nature of the group’s current activities the entity will remain dependant on equity funding in the short to medwm
term until such time as the group becomes self-financing from the commereaal production of mineral resources
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 16 FINANCE LEASE LIABILITIES

Tivenro

Mimmum lease payments

GLAn D

SwiEyy

LRy

- Not later than one year 22,756 - - -

- Later than one year and not later
than five years 45,543 } } )
- Later than five years - - - -
Total Minimum lease payments 68,299 - - -
- Future finance charges (9,873) - - -
Lease liabtlity 58,396 - - -
- Current Liability 24,069 - - -
- Non- Current Liability 34,327 - - -

Lease liabtlities are secured over the assets to which they relate

NOTE 17 TRADE AND OTHER CURRENT PAYABLES

GroUDS

2003

8

Current

Trade payables 829,572 381,520 96,947 241,895
Convertible Note (see Note 23) 1,000,000 - 1,000,000 -
Other payables 74,157 115,755 16,586 24,432
Accrued expenses 256,048 166,346 226,048 142,591
Short-term Loan - 200,000 - 200,000
2,159,778 863,621 1,339,581 608,917

NOTE 18 EMPLOYEE BENEFITS

Share-based payments

The number and weighted average exercise price of share options are as follows

Outstanding at the beginning of the

s 0

period £043 5,615,000 £0 52 4,970,000
Lapsed during the period £0 50 (538,330} £0 47 {655,000)
Granted during the period £0 10 1,300,000 £0 10 1,300,000
Qutstanding at the end of the period £037 6,376,670 £043 5,615,000
Exercisable at the end of the period £0 37 5,076,670 f£0 43 5,615,000

The options outstanding at 30 June 2010 have an exercise price in the range of £0 10 to £1 00 (2009 £0 10-1 00) and a weighted

average contractual ife of 0 77 years (2009 1 31 years)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 18 EMPLOYEE BENEFITS {Continued)

Share options held by Directors are as follows

Sharefoptionsiheld] uney AR0NUner 009] OptjonJPrice] ExerciselPeniad]
Nicholas Mather - 233,333 50p 01/01/07 - 01/01/10
233,333 233,333 75p 01/01/08 - 01/01/11
233,334 233,334 100p 01/01/08 - 01/01/11
250,000 250,000 25p 31/01/08 - 31/12/10
125,000 125,000 S0p 31/01/08 —31/12/10
125,000 125,000 75p 31/01/08 - 31/12/10
Cameron Wenck - 25,000 SO0p 01/01/07 - 01/01/10
25,000 25,000 75p 01/01/08 - 01/01/11
25,000 25,000 100p 01/01/08 —01/01/11
100,000 100,000 25p 31/01/08 — 31/12/10
50,000 50,000 50p 31/01/08 - 31/12/10
50,000 50,000 75p 31/01/08 - 31/12/10
Brian Moller - 25,000 S0p 01/01/07 -01/01/10
25,000 25,000 75p 01/01/08 - 01/01/11
25,000 25,000 100p 01/01/08 - 01/01/11
75,000 75,000 25p 31/01/08 - 31/12/10
37,500 31500 S0p 31/01/08 — 31/12/10
N 37,500 37,500 75p 31/01/08 - 31/12/10
Robert Weinberg - 25,000 S0p 01/01/07 — 01/01/10
25,000 25,000 75p 01/01/08 - 01/01/11
25,000 25,000 100p 01/01/08 - 01/01/11
75,000 75,000 25p 31/01/08 - 31/12/10D
37,500 37,500 50p 31/01/08 - 31/12/10
37,500 37,500 75p 31/01/08 - 31/12/10

No options were held by John Bovard at 30 June 2010 and 2009

The total number of options outstanding at year end are as follows

itk Sralk gt it

1,300,000 1,300,000 £0 10 14/10/09 — 30/04/11

1,300,000 - £0 10 27/10/10- 30/06/11
500,000 500,000 £0 20 31/12/07 - 08/11/10

1,100,000 1,100,000 £0 25 31/12/07 - 31/12/10
550,000 1,088,331 £0 50 01/01/07 - 31/12/10

1,088,334 1,088,334 £0 75 31/12/07 - 01/01/11
538,335 538,335 £1 00 01/01/08 - 01/01/11

6,376,670 5,615,000

The fair value of services received in return for share options granted 1s measured by reference to the fair value of share options
granted This estimate 1s based on a Black-Scholes model which s considered most appropriate considerning the effects of the
vesting conditions, expected exercise penod and the dividend policy of the Company
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 18 EMPLOYEE BENEFITS (continued)

s L

ELouted g HORSHEOT H 0T
Fair value at 1ssue date £00203
Exercise price £010
Expected volatility 106 6%
Option life 117 years
Expected dwidends 000%
Risk-free interest rate (short-term) 396%

The calculation of the volatiity of the share price was based on the Company’s daily closing share price over the two-year period
prior to the date the cptions were 1ssued

NOTE 19 FINANCIAL INSTRUMENTS (GROUP AND COMPANY)

If required, the Board of Directors determines the degree to which 1t 1s appropriate to use financial instruments, commodity
contracts or other hedging contracts or techmiques to mitigate risks The main nisks for which such instruments may be
appropriate are foreign curreacy risk and hquidity risk, each of which 1s discussed below The main credit risk 1s the non-
collection of other recevables which include tax (VAT, withholding tax), refunds and tenement security deposits There were no
overdue recewvables at year end

There have been no changes in financial nsks from previous year
During the pericd ending 30 June 2010 no trading in comunodity contracts was undertaken
Foreign currency risk
The Group has potential currency exposures in respect of items denominated in foreign currencies compnsing
®*  Transactional exposure in respect of operating costs, capital expenditures and, to a lesser extent, sales incurred In
currencies other than the functional currency of operations which require funds to be maintained in currencies other
than the functional currency of operation, and
®  Translational exposures in respect of investments 1n overseas operations which have functional currencies other than

Austrahan dollars

Currency risk in respect of non-functional currency expenditure s reviewed by the Board

The table below shows the extent to which Group compames have monetary assets and liabilities in currencies other than the
Group functional currency Foreign exchange differences on retranslation of such assets and liabilities are taken to the
statement of comprehensive income

#’G‘liou p
2002

- AS

Solomon Isfand dollar ($BD) 34,01 25,644

The main currency expesure relates to the effect of re-translation of the Group’s assets and liabilities in Solomen Island dollar
{SBD) A 1% change in the SBD/AS exchange rate would give nise to a change of approximately A5341 (2009 A$256) in the Group
net assets and reported earmings  In respect of other monetary assets and habilities hefd in currencies other than Austrahan
dollars, the Group ensures that the net exposure 1s kept to an acceptable level, by buying or sethng foreign currencies at spot
rates where necessary to address short-term imbalances

The company did not have any monetary assets and liabilities in currencies other than the company functional currency

Credit Risk

The Group 1s exposed to credit nsk primarily on the financial institutions with which it holds cash and cash deposits At 30 June
2010, the Group had $185,740 in cash accounts with Macquarie Bank Limited in Austraha and $34,071 in cash accounts with the

ANZ Bank in Honiara, Solomon Islands  Including other recewvables, the maximum exposure to credit nisk at the reporting date
was $597,696 (2009 51,562,837)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 19 FINANCIAL INSTRUMENTS {GROUP AND COMPANY) (Continued)
Liquidity risks

The Group and Company raises funds as required on the basis of budgeted expenditure for the next 12 to 24 months,
dependent on a number of prevailing factors Funds are generally raised in capital markets from a vanety of eligible private,
corporate and fund investors, or from interested third parties (including other exploration and mining companies) which may be
interested in earning an interest in the project The success or otherwise of such capital raisings 1s dependent upon a variety of
factors including general equities and metals market sentiment, macro economic outlook, project prospectivity, operational
risks and other factors from time to time When funds are sought, the Group balances the costs and benefits of equity
financing When funds are received they are deposited with banks of high standing in order to obtain market interest rates
The Group deals with banks with high credit ratings assigned by international credit rating agencies Funds are provided to local
sites weekly, based on the sites’ forecast expenditure The matunty profile of the Group’s non-current financial habibties 1s
disclosed in note 16

The Company has a $1,000,000 hability to D’Aguilar Gold in the form of a Convertible Note The Convertible Note accrues
interest at the rate of 10% per annum and s repayable by 19 February 2011 At the time of repayment, D'Aguilar Gold may
choose to convert the Note into ordinary shares in Solomon Gold at the prevailing market price  There 1s no discount or VWAP
methodology applied to the conversion process D’Aguillar Gold has indicated its preference to be repaid in cash

Fair values
In the Directors’ opinion there 1s no matenal difference between the book value and fair value of any of the Group's and

Company’s financial instruments  The classes of financial instruments are the same as the hne items included on the face of the
statement of financial position and have been analysed in more details in notes to the accounts

All the group’s financial assets are categonised as loans and recewvables and all financial habilities are measured at amortised
cost

NOTE 20 COMMITMENTS

The Company has certain obligations to expend minimum amounts on exploration in tenement areas These obligations may be
varied from time to time and are expected to be fulfilled in the normal course of operations of the Company

The combined commitments of the Group related to its granted tenement interests are as follows

Location Up ta 12 Months 13 Months to S Years Later Than 5 Years

AS AS AS
Solomon Islands 3,423,452 2,242,262 -
Queensland 1,603,000 2,680,000 -
Total 5,026,452 4,922,262 -

To keep tenements in good standing, work programs should meet certain mimimum expenditure requirements  If the minimum
expenditure requirements are not met, the Company has the option to negotiate new terms or relinquish the tenements The
Company also has the ability to meet expenditure requirements by joint venture or farm in agreements

It should be noted that the expenditure undertaken by the Guadalcanal Venture, which Newmont 1s committed to fund,

qualifies towards the above-mentioned commitments The Board fully expects Newmont to continue to fund the Guadaicanat
Venture until at least March 2012, whereupon they achieve the first of their two earn-in stages
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010

NOTE 21 RELATED PARTIES

(a} Group

Transactions between related parties are on normal commercial terms and conditions no more favourable than those available
to other parties unless otherwise stated

a}

{b)

{(n

{u)

{in}

(v)

{v)

(w1)

{vn)

Transactions with Directors and Director-Related Entities

On 21 December 2009, the Company settled on the acquisition of Acapulco Mining Pty Ltd via a scrip-for-
scrnip transaction, under which the Company 1ssued 49 6 million shares to the vendors of Acapulco Mining,
one of which included interests associated with Nicholas Mather Furthermore, Messrs Mather and Wenck
were Directors of Acapulco Given the conflict of interest, the due diligence and valuation work was
undertaken by the non-conflicted Directors of the Company, assisted by an independent geologist and the
Company's NOMAD

On 19 February 2010, the Company settled on the acquisitton of Central Minerals Pty Ltd via a scnip-for-scrip
transaction, under which the Company 1ssued 37 2 million shares to the vendors of Central Minerals, the
major shareholder in which was D’Aguilar Gold Limited, in which interests associated with Nicholas Mather
hold a substantial interest Furthermore, Messrs Mather and Moller were Directors of Central Minerals, and
are Directors of D’Aguwlar Gold Given the conflict of interest, the due diligence and valuation work was
undertaken by the non-conflicted Directors of the Company, assisted by an independent geologist and the
Company’'s NOMAD

The Company has a commercial agreement with Samuel Capital Ltd (“Samuel”) for the engagement of
Nicholas Mather as CEO of the Company Far the year ended 30 June 2010 A$161,000 was paid or payable
to Samuel (2009 A$161,000) These amounts are included m Note 5 (Remuneration of Key Management
Personnel) The total amount cutstanding at year end 1s A544,275 {2009 568,507}

On 17 December 2008, the Company entered into an agreement with Samuel Holdings Pty Ltd (an entity
associated with Nick Mather) for the provision of a short-term loan of $200,000 Interest was paid by the
Company on a monthly basis at the agreed rate of 12%pa As at 30 June 2009, the principal amount of
$200,000 was outstanding This loan was discharged in full on 8 July 2009

The Company has a long-standing commercial arrangement with D'Aguilar Gold, an entity associated with
Nicholas Mather (Director) and Brian Moller (Director), for the provision of various services, whereby
D’Aguilar Gold provides resources and services including the provision of its administration and exploration
staff, its premises {for the purposes of cenducting the Company’s business operations), use of existing office
furniture, equipment and certain stationery, together with general telephone, reception and other office
facilities {*'Services’”’}) In consideration for the prowision of the Services, the Company shall reimburse
D’Aguilar Gold for any expenses incurred by 1t in providing the Services For the year ended 30 June 2010
AS262,929 was pad or payable to D'Agullar Gold {2009 AS38,872) for the provisien of administration,
management and office facilities to the Company during the year The total amount outstanding at year end
was AS$102,098 (2009 ASNIl)

Mr Brian Moller (a Director], 1s a partner in the Australian firm Hopgood Gamim lawyers For the year ended
30 June 2010, Hopgood Gamim were paid A$228,931 (2009 AS131,062) for the provision of legal services to
the Company The services were based on normal commercial terms and conditions  The total amount
outstanding at year end was A$66,281 (2009 AS$102,223)

As part of the commercial agreements for the acquisition of Central Minerals Pty Ltd, the Company acquired
a loan repayable to D’Aguilar Geld, an entity associated with Nicholas Mather (Director) and Brian Moller
{Director) AS1 million was repaid on the date of the acquisition, and AS1 milhon remains payable under a
Convertible Note instrument The Convertible Note bears interest at a rate of 10% p a and 1s repayable in
cash on 19 February 2011 Whilst D’Aguilar Gold has the option to convert the AS1 million into fully paid
ordinary shares in the Company at their prevailing market price, it has indicated its strong preference for the
Note to be repaid in cash For the year ended 30 June 2010, A$36,413 in interest was payable to D'Aguilar
Gold At 30 June 2010, A536,413 remained outstanding

Share and Option transactions of Directors are shown under Notes 5 and 18
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 21 RELATED PARTIES (Continued}
{b) Company

The Company has a related party relationship with its subsidiaries {see note 9), Directors and other key personnel {see Note 21

(ah
Subsidigries

The Company has an investment In subsidiaries balance of A$34,746,880 (2009 A$18,374,693) The transactions during the
year have been included in Note 9 As the Company does not expect repayment of this amount and will not call payment until
the subsidiary can adequately pay 1t out of working capital, this amount has been included n the carrying amount of the
investment 1n the Parent Entity’s statement of financial position

(c) Controlling party
In the Directors’ opinton there Is no ultimate controlling party
NOTE 22 SUBSEQUENT EVENTS

On 12 July 2010, the Company tssued 33,089,099 shares to investors pursuant to a placement at $0 09, raising a total of
A52,839,145 hefore costs

On 22 October 2019, the Company announced that 1t had successfully raised approximately $24m through the issue of
54,017,153 shares at a price of approximately 50 45 from institutional and private investors The placement 15 due to settle
foltowing a shareholder’s meeting called for 8 November 2010

NOTE 23 BUSINESS COMBINATIONS

Ouring the year, Solomon Gold made the following acquisitions as part of its well publicized corporate strategy to become a
major gold explorer, developer and miner within the south west pacific Region

Acapulco Mining Pty Ltd

On 21 December 2009, Solomon Gold Plc acquired 100% of the capital of Acapulco Mining Pty Ltd, an Austrahian company with
exploration assets in Queensland Under the transaction, Solomaon Gold 1ssued 43 & million fully paid shares as consideration to
the vendors of Acapulco Mining

Due to certain relabonships, the acquisition was considered tc be a related party transaction {refer Note 21) and was
accordingly governed by the Company’s non-conflicted Directors, with assistance from the Company’s NOMAD The
consideration shares were 1ssued at the prevailing LSE{AIM) price for Solomon Gold at the time of gaining control of the target
company Accordingly, the consideration for the acquisition has been valued at A$6,118,708

In accordance with the new revisions to IFRS 3 effective from 1 July 2009, the acquisition-related costs of A$228,034 have been
expensed

Central Minerals Pty Ltd

On 19 February 2010, following D’Aguilar Gold Ltd shareholder approval granted at an Extraordinary General Meeting, Solomon
Gold Plc acquired 100% of the shares in Central Minerals Pty Ltd for 37 2 million Solomon Gold shares under a scrip-for-scrip
acquisition

Under the transaction, Sclomon Geld also agreed to the repayment of a A$2,228,873 inter-company loan between D’Aguilar
Gold Ltd and Central Minerals for the payment of A52,000,000 as follows

*  A%1,000,000 was paid on 19 February 2010,
*  A%$1,000,000 s payable on 19 February 2011, pursuant to 2 Convertible Note arrangement

The Convertible Note will mature 12 months from the date of i1ssue, bear a 10% coupon rate, and 15 convertible {at D’Aguilar
Gold’s option) at the greater of 8p per share, or the prevailing price of Solomon Gold shares at the ume of conversion D’Aguilar
Gold has indicated 1ts strong preference for the Note to be repaid 1n cash The consideration shares were issued at the
prevailing LSE{AIM) price for Solomon Gold at the time of gaining control of the target company Accordingly, the consideration
for the acquisition has been valued at AS4,696,377

In accordance with the new revisions to IFRS 3 effective from 1 July 2009, the acquisitton-related costs of $109,536 incurred in
connection with the Central Minerals Pty Ltd transaction have been expensed
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 IUNE 2010
NOTE 23 BUSINESS COMBINATIONS (Continued)

The net assets and habilities of each of the acquisitions were recognised and measured as set out below

Acapulco Mining Central Minerals Recognised

on acquisition

AS AS AS

Cash & cash equivalents 12,166 6,465 18,631
Recelvables 41,680 4,483 46,163
Other financial assets 5,880 45,000 50,830
Fixed assets 35,870 38,382 74,252
Exploration assets 6,543,921 6,799,389 13,343,310
Trade and other payables {486,795} {2,164,794) (2,651,589)
Other financial habilities {34,014} {32,548) (66,562)
Fair Value of Assets / Consideration $6,118,708 $4,696,377 $10,815,085

Cash Inflows / Qutflows

The business combination resulted in net cash acquired of $18,631 to the Company, with an immediate payment of
$1,000,000 in loan funds owed to D"Aguilar Gold by Central Minerals under the terms of the transaction

Revenue and Profit Combination

Frorm the date of acquisition, Acapulco Mining has contributed no revenue, and a loss of $590,094 If Acapulco Mining was
owned for the full year, the company would have contributed a loss of $609,103 to the Group

From the date of acquisition, Central Minerals has contributed no revenue, and a loss of $2,130 If Central Minerals was
owned for the full year, the company would have contributed a loss of $161,115 to the Group

Acquisition Related Costs

In accordance with the new revisions to IFRS 3 effective from 1 July 2009, the acquisition-related costs of $337,570 incurred in
connection with the acguisition transactions have been expensed under ‘Admimistrative expenses’ tn the Statement of
Comprehensive Income

NOTE 24 ACCOUNTING ESTIMATES AND JUDGEMENTS
Key sources of estimation uncertainty

The key elements of the Statement of Financial Position that rely on the business judgment of the Directors as related to their
carrying value include the capitalised exploration expenditure, and the business combination (also largely reflected in the
consohdated carrying value of exploration expenditure)

The Directors have carrted out an assessment of the carrying values of deferred exploration costs and any required impairment
Koloula PL 02/05

Exploration on Koloula PL 02/05 s still at an early stage and the dnll testing of the key targets 15 not yet complete Further
dridiing targets are likely to be 1dentified for several localities in the tenement based on data collected by the Company and its
subsidiaries tin 1996 and 1997, and by the Guadalcanal Venture duning 2009 Previously tested dnll locations have intersected
mneralised zones which provide encouragement in support of the presence of a significant minerals system There 15 no
exploration data to hand, or access or other conditions notified or evident which have the effect of adversely affecting the
prospectivity of the tenement 1t 1s considered hkely that ongoing exploration and expenditure will result 1n a rescurce or
commercial arrangement (n excess of the costs of such a discovery The carrying value of AS3 98 million 15 considered to be
ummparred
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010
NOTE 24 ACCOUNTING ESTIMATES AND JUDGEMENTS {Continued)

Key sources of estimation uncertainty (continued)

Central Guadalcanal PL 03/05

Exploration on Central Guadalcanal PL 02/05 s stili at an early stage and the drill testing of the key targets 1s not yet complete
Previous rock chip channel sampling of anomalies in the tenement by previous workers and Solomon Gold’s wholly owned
subsidiary ARM, demonstrates potential for the presence of significant gold resources Recent work has highlighted potential
for significant copper porphyry systems There 15 no exploration data to hand, or access or other conditions notified or evident
which have the effect of adversely affecting the prospectivity of the tenement It Is constdered hkely that ongoing exploration
and expenditure will result 1n a resource or commercial arrangement in excess of the costs of such a discovery The carrying
value of A50 37 million is considered to be umimparred

Mbetionga PL 04/05

This tenement 1s still at an early stage and the dnll testing of the key targets has not yet been completed Five holes were
previously dnlled into two prospects in the tenement, with inconclusive results Several historical and newly defined targets are
yet to be tested There 1s no exploration data to hand, or access or other conditions notified or evident which have the effect of
adversely affecting the prospectivity of the tenement Itis considered likely that ongoing exploration and expenditure wili result
in a resource of commercial arrangement in excess of the costs of such a discovery The carrying value of AS4 11 milhion 15
considered to be unimpaired

Sutakiki PL 05/05

Exploration on Sutakiki PL 02/05 s still at an early stage however previous drill testing of the key targets to date has indicated
that there are both high tonnage low grade and high grade low tonnage prospects in the tenement  The results of mapping
sampling and drilling programs in the tenement to date are consistent with the discovery of a significant gold and copper
mineral system which may ulumately yield resources There 1s no exploration data to hand, or access or other conditions
notified or evident which have the effect of adversely affecting the prospectivity of the tenement It 1s considered likely that
ongoing exploration and expenditure will result in a resource or commercial arrangement in excess of the costs of such a
discovery The carrying value of ASE 88 mullion 1s considered to be unimpaired

Kuma PL 08/06

Exploration on Kuma 1s at an early stage and the mapping and sampling phase of the program of testing of the key targets has
resulted In the identfication of extensive mineralised complexes which show potential to yeld resources There 1s no
exploration data to hand, or access or other conditions notified or evident which have the effect of adversely affecting the
prospectivity of the tenement It i1s considered likely that ongoing exploration and expenditure will result in a resource or
commercial arrangement 1n excess of the costs of such a discovery The carrying value of AS0 25 million 1s considered to be
unimpaired

Flonida PL 57/07

Exploration on Florida 1s at an early stage and work has Wdenufied prospective rocks hosting significant nickel anomalhes The
carrying value of ASQ 52 million 1s considered to be unimpaired

£ast Guadalcanal PL 02/08

Exploration on East Guadalcanal 1s at an early stage and work has commenced The carrying value of AS0 04 million s
considered to be unimpaired

Fauro PL 12/09
Exploration on the island of Fauro 15 at an early stage and the airborne surveying, mapping and samphng phase of the program

of testing of the key targets has resulted in the identification of extensive mineralised complexes which show potential to yield
significant gold and copper resources The carrying value of AS1 26 milhon s considered to be umimpaired
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NOTE 24 ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

Key sources of estimation uncertainty (cantinued)

Acapulco Mining Projects

Acapulco compnises eight granted tenements and three applications The granted tenements compnise 246 sub-blocks {circa
738km2) and tenements under application comprise 165 sub-blocks (approximately 495km2)

Extensive arrborne magnetic and electromagnetic surveys have been conducted over the area, together with detailed soil and
rock chip sampling and mapping programs Between August 2009 and September 2010 a total of 38 holes, equivalent to
4,600m have been drlled on the Acapulco Tenements Since May 2006 a total of 206 holes, equivalent to 14,820m have been
dnlted on the Tenements

The objective 1s to step-out from areas of known gold mineralisation so that resources can be defined and enlarged, with the
abjective of defining a maiden resource  The Company intends to continue its aggressive program on the project

The aggregated carrying value of AS6 4 million s considered to be unimpaired
Central Minerals Projects

Central compnses 17 granted tenements and five applications The granted tenements comprise 1,102 sub-blocks (circa
3,306km2) and 231 sub-block {eirca 693km2} applications

Extensive airborne magnetic and electromagnetic surveys have been conducted over the area, together with detailed soil and
rock chip sampling and mapping programs Between August 2009 and September 2010 a total of 109 holes, equivalent to
9,720m have been drilled on the Central Tenements Since Oc¢tober 2007, a total of 182 holes, equivalent to 16,960m have been
drilled on the Tenements

On the 7 June 2010, Solomon Gold announced an independently calculated Maiden Inferred Mineral Resource at Crunchie The
estimate 15 5 6Mt at 1 12g/t equ Au for 201,6480z of contained equivalent gold (79,2190z Au and 7,921,8830z Ag), based on a
0 20g/t equ Au minsmum cut-off grade

The objective 1s to step-out from areas of known gold mineralisation so that resources can be defined, or enlarged which will
compliment the already defined Crunchie Resource Five known and closely clustered prospects, collectively referred to as
‘Central Rannes’, Crunchie, Homestead, Kauffmans, Cracklin Rosie and Porcupine Pie have been drilled to date, with results
which show long intersections of potentially economic gold mineralisation The Company intends to continue its aggressive
program on the project Further opportunities have been identified at Brother, Police Camp Creekand Cooper

The aggregated carrying value of AS7 5 million is considered to be unimpaired
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