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CHAIRMAN'S REPORT

| am pleased to address Mercator's shareholders with regard to our progress in rebuilding the

Company following the traumatic events of 2008

As shareholders will be aware, dunng 2008 Mercator was
forced 1o close down 1is Meekatharra gold miming operation
due to spiralling costs and the faiture of the Surpnse pit wall
Over the last fourteen months, the Company has worked hard
assisting the administrators of its Australian subsichary and a
new Investing group to recapitalise the Meekatharra project
Progress toward this objective has been made and announced
to shareholders

Joining the Company as Executive Chairman in July 2008 and
working closely with the existing Board we have entered into a
senes of value generative transactions from which Mercator has
already derived considerable benefit

Your Board has broad experience in many aspects of the mining
and exploration industnes i many different commaodities and it
15 our Intention to utilise alf cur expenence In moving Mercator
forward In addition to mining and exploration, we have used
our experience in manufacturing to find compatible cash flow
opportunities

Mercator was able to purchase a 70% interest in ACS Asia, a
profitable Thas manufacturing business, in October 2008, and
as a result conbinues to earn management fees and to share in
the profits of the business, thus stabilising the finances of the
Company during an uncertain period for the world’s economy

We will continue to use our experience to find other situations
of value and in the course of the peried under review have
acquired interests In two exciting mineral development projects,
one In Papua Province, Indonesia and another in New Mexico,
USA The first of these was the acquisiticn of an interest in an
extraordinary alluvial deposit in Papua that 1s known to have
produced more than 100,000 ounces of gold at very high
grades The second was the acquisition of an exclusive option
over the Copper Flat project in New Mexico, at a time when
copper prices were much lower than those which currently
prevall We see Copper Flat as an attractive option on the
copper price through a technically straxghtforward open pit
mining project The deposit contains over US$2 billon worth of
metal at today's prices and we believe that Mercator will be
able to add considerable value to the project with some
innovative development

Of importance to the immediate growth of Mercator is the
ability to realise value and | am pleased tc report that during
the course of 2008 we were able to sell part of our interest In

Silver Swan Group Limited at a substantial profit We retain four

million performance shares in that company and will therefore
continue to have a stake In its success

We expect to enter the second quarter of 2010 with metal
prices at levels that will allow mining companies to fund
projects and io make profits and we see the future of Mercator
as one of adding value to promising mineral projects and of
putting the Company in a pesition to realise that value

Turning to the financial results of the Group, | am pleased to
report that ACS Asia was respensible for contnibuting £41,000
of income and book profits to the Group Income Statement
dunng s first year of operations under Mercator’s control ACS
Asia recorded £4 million of turnover with a gross profit of £1 2
milhon, equating to a robust 30% gross profit margm This 1s
an impressive achievement in light of the difficult operating
conditions, and we anticipate that the business will make an
even more substantial contribution next year

An upward revaluation of the Company’s holding in Silver Swan
by £1,452,816 combined with the contribution made by ACS
Asia and other adjustments enabled the Group to record a net
deficit for the 15 months to 30 September 2009 of

£2,618,112

Overall, Mercator's balance sheet has been significantly
strengthened as a result of the acquisition of a cash generative
business in the guise of ACS Asia and as a result of the partial
dwestment of the Company’s interest In Silver Swan

Mercator has now re-established itself with a range of assets
heyond those that were envisaged at the time of the
Company's AIM flotation In October 2004

In meving forward to a new future 1t 1s proposed by the Board
that the Company be renamed Electrum Resources plc and a
special resolution to this effect will be put to shareholders at
the AGM

Michael Silver
Chawrman
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MANAGING DIRECTOR'S REPORT

Copper Flat Project

A FORMER PRODUCING MINE IN A SECURE JURISDICTION

MERCATOR GOLD PLC
ANNUAL REPORT & SCCOUNTS 200%

* Mercator acquired an exclusive option
over a 100% interest In the Copper Flat
copper-molybdenum-gold-silver project
in New Mextco, USA on 12 August 2009,
after two months of due dihgence

» Copper Flat s a former producing mine
which is considered by management to
be an advanced stage asset that could be
returned to production within a relatively
short timeframe

Historic reserve & infrastructure

Key infrastructure frem previous mining operations
remains i place at Copper Flat A pre-strip of the
depostt has been completed, which along with the
infrastructure established, represents a substantial
proportion of the capital investment that would
be required to bring the project into production

Extensive feasibility studies on the restart of
production at Copper Flat were carned out dunng
the 1980s by highly reputable technical consultants
The most recent Pincock, Allen & Holt study
envisaged the mining of 5 8 millien short tons of
ore and two million short tons of waste annually for
11 6 years In order to restart production, a suitable
processing plant would need to be constructed

and commssioned

The Copper flat deposit has historcal reserves of

45 5 million metric tons grading 0 45% Cu, 0 015%
Mo, 0 15g/t Au and 2 25g/t Ag {cut-off grade

0 23% Cu}, equivalent to 58 2 milhon short tons @
045% Cu, 3 015% Mo, 0 14g/t Au and 2 04g/t Ag
{cut-off grade 0 23% Cu)

The deposit appears to have excellent continuity and
consistency of grade, with a low estimated stripping
ratio of approximately 0 9 1, based on previous
mining plans A total of 181 reverse circulation and
core dnil holes have previously been completed
(equating ic approximately 39,000m) along with
approximately 300m of underground drifting
Detalled metallurgical test work has been completed
and has consistently shown a recovery of 92%
copper and the production of tughly marketable
concentrates with an average copper grade of

28% These results were confirmed during actual
production in 1982

Preltminary economic review of the
restart of production at Copper Flat

COn the basts of current historic reserves and
assuming prices of US$2/b copper, US$10/b
molybdenum, U5$900/cunce gold and US$13/ounce
silver, the Copper Flat project has an NPV of US$117
million and an IRR of 24%

Assuming pnices of US$3/1b copper, US$10Ab
molybdenum, US3$900/aunce gold and US$13/ounce
silver, the Copper Flat project has an NPV of US$348
million and an IRR of 45%

These figures are based on an owner mining
scenanio, initial capntal costs of US$115 million
and a discount rate of 8% The current price of
copper Is In excess of US$3/1b

During the course of Mercator’s due diligence,

it became apparent that the Copper Flat project,
despite betng extremely profitable at today’s copper
prices, would become margmal should copper prices




fall to approximately 50% of those currently
prevaling (assuming an 11 year mine hfe at
historic reserve grade and cut-off)

However with a modest increase in reserves the
project would be very profitable at Us$2/1b copper
and still robust at Us$1 50/b copper

Steps to add value to the Copper Flat
Project

On the basis of the preliminary economic review
outhined above, Mercator 1s seeking io add value to
Copper Flat through the expansion of the project’s
reserves/resources by means of further drilling and
through the acquisitton of varnous government
permits required for a restart of production 1tis
expected that the permiutting process will take 20-36
months te complete, and the terms of Mercator's
optien over the project are structured to reflect this
timeframe The documentation necessary to
comptete the permitting process is planned to be
ready to submit to the relevant authorities in New
Mexico by the end of 2010 or early in the first
quarter of 2011

The results of an initial drilling programme that
commenced at Copper Flat in January 2010 and
concluded in February have so far been positive,
with assay results receved including an intersection
of 429ft (131m) at an average grade of 0 73%
copper Further assays are pending The dnlling
programme was designed to provide data for

a Canadian NI 43-101 complant update of the
historic Copper Flat reserves/resources and to
provide geotechrical and geochemical information
for the planning and permutting of future operations

The programme was alse intended to provide
information regarding the possible extension of
histarc reserves/resources at Copper Flat below
and adjacent to the historic planned open pt The
majonty of Copper Flat's histanic reservesfresources
are hosted by an extensive breccia ptpe and
surrounding host rock of porphyntic quartz
monzonite Encouragingly, the programme has
confirmed extensions of the breccia pipe and
minerahsation adjacent to and below the historic
planned pit

During 2010, Mercator will consider all relevant
options for the financing of the project

Terms of Mercator’s Option

Mercator acquired 1is option over the Copper Flat
project for consideration of US$150,000 In order
to exercise this option, Mercator may make
payments to the vendors as follows

* US$1 million by end March 2010 (US$150,000
already paid),

» US$1 85 million by 14 August 2010, and

* US37 million by 14 February 2011

All these payments are discretionary, and Mercator
can elect not to proceed with the exercise of the
option at any stage The final payment may be
deferred unt! 16 May 2011 for an additional
payment of US$150,000 The vendors would
retain a net smelter return ("NSR") of 3 25%

MERCATOR GOLD PLC
ANNEAL REPORT & ACCQURTS 2009




MANAGING DIRECTOR'S REPORT conTINUED

ACS Asia

A PROFITABLE THAI MANUFACTURING BUSINESS

MERCATOR GOLD FLC
ANNUAL REPORT & ACCQUNTS 2009

In October 2008 Mercator acquired a 70% interest
n ACS Asia (1996} Company Ltd ("ACS Asia”) a
profitable Thar manufacturing business, from the
US dwersified industnial group Tyco International
Mercatar acquired (ts interest through Gold Crest
Holdings Ltd, a company registered in Hong Keng
and which owns an effective 100% interest in ACS
Asia, which is incorporated in Thalland

ACS Asia’s core product lines are Unistrut metal
products, which are ubiqurtous in the globat
construction sector The business employs
approximately 130 people and owns a modern
manufacturing facility in Rayong, Thalland ACS
Asia has exclusive nghts to sell Unistrut products
i a number of Asian countries

As at 30 September 2009, ACS Asia’s production
facility was operating at approximately 80%
capacity with an order book sufficient for three
months The outlock for 2010 1s ¢onsidered
promising

Mercator paid an imbial US$750,000 for ACS Asia,
of a total consideration of US$2 million At the end
of the peniod, approximately US$1 25 miltion had
been paid and post-penicd a further US$650,000
has been paid

Mercator’s investment in ACS Asia 1s already
delivering a healthy return and we expect the
business to grow considerably in the medium term,
particularly as the Asia-Pacific region has weathered
the global recession well



Paniai Gold

CONSIDERABLE UPSIDE POTENTIAL

Between September and December 2008 Mercator
invested £175,000 in the Area 81 gold project in
Papua Province, Indonesia, by way of a loan to GOC
Heldings Ltd ("GOC"), a Hong Kong registered
company This loan enabled GOC 10 earn a 50%
interest mn the Area 81 project

During the course of the penod, Mercator’s loan
was converted Into a holding of fifty million shares
in an Australlan company named Paniai Gold Ltd
(“Pamar”), which was formed to hold the interest
of GOC in the Area 81 project Paniat has since
invested a further A$700,000 in the project, having
raised pre-IPO funding ahead of an {PO planned

for 2010

Mining & exploration potential

Pamai 15 the holder of a 50% interestn a joint
venture over the Area 81 project with a local
company The joint venture has one granted 40
hectare miming permit and applications pending
for another 490 hectares of mining perrmits and
170,000 hectares of exploration permits

The jont venture nitially intends to mine sizable
bodies of gold bearing gravels located within its
granted miming perrit, and will additionally
undertake exploration for new gold and copper-
gold deposits wathin the wader project area, which
15 less than 100 kdometres from the immense
Grasberg copper-gold mine operated by Freeport
McMoRan Copper & Gold Inc Pania plans to
implement hydraulic mining methads and recover
gold by means of sluice boxes

The joint venture has already estabhshed sohd
support from the authonties within the Regency

of Paniai, the administrative district in central Papua
Province in which the Area 81 project 1s located, as
well as from the local population

Whilst the Area 81 project presents some logistical
challenges, the large amount of gold {(more than
100,000 ounces) that has heen extracted by Panial’s
Indonesian partner aver the past four years using
extremely unsophisticaied mining methods
indicates exceptional potential for both the
apphcation of more sophisticated mining techniques
and for the systematic exploration of the wider area
with a view to the discovery of new deposits

Mercator's role in the development
of Pamiai

In order to ensure that the Area 81 project has

the best possible chance of success, Mercator
introduced Parua to Trevor Neale, a noted speciahst
in gold minmg operations in Papua New Guinea,
who has now been appointed Operations Manager
of the Area 81 project Mercator also introduced
Pamai 1o BGF Capital Lid, a new broking house
focused on the exploration and mining industry in
Australla BGF has rased approximately A$500,000
in pre-IPO funding for Pamiai and has agreed

to underwrite Paniar's listing on the National Stock
Exchange ("NSX"}in Newcastle, Australa, for
approximately A$1 8 milton On hsting, Mercator
expects to held 16% of Parar’'s 1ssued share capital
(equating to an 8% mndtrect project nterest)

MERCATOR GOLD PLE
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MANAGING DIRECTOR'S REPORT coNTINUED

Silver Swan Group

A RAPIDLY MATURING ASSET
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On the last day of the period, Mercator announced
the sale of nine mdhon of its ten million ordinary
shares in Silver Swan Group Limiated {“ Silver Swan”),
an exploration company listed on the Australian
Stock Exchange and focused on gold and base
metal projects in Australia, the most sigruficant of
which were sold to 1t by Mercator in Apnl 2008
Post penod, further disposals of ordinary shares in
Silver Swan have taken place and the Company now
holds an insubstantial number First proceeds from
the disposals were not receved until after the end
of the pencd, and thus will be reflected in future
financial statements

The Company has retained four million performance
shares in Sitver Swan, which convert to ordinary
shares subject to certan conditions, the most
notable of which s the definition by Silver Swan

of Indicated Resources of a mimimum of 350,000
ounces of gold or gold equivalent on the tenements
sold to it by Mercator

The disposal by the Company of the majonty of

rts ordinary shares in Sitver Swan has reahsed cash
proceeds of In excess of A$3 million whiist still
leaving the Company with (ts performance shares,
which constiiute a substaniabinterest in the future
of Silver Swan

Sitver Swan as an example of Mercators
ability to add value

Silver Swan represents a pnme example of the
process by which Mercator 1s able to add value
to a project and then realise this value at an
appropniate time

The Company staked the original claim over the
Austin prospect near Meekatharra in Western
Australia, where Stlver Swan has made a significant
Cu-Zn-Au-Ag discovery of the volcanogenic massive
sulphide (VMS) type Mercator was also instrumental
n the appointment of key management to Sitver
Swan when the Company sold the package of
claims that mcluded the Austin prospect to Silver
Swann Apnl 2008




Uranio

DUE DILIGENCE ON PROMISING URANIUM TENEMENTS IN ARGENTINA

In November 2009, after the end of the penaod,
Mercator acquired three miliion shares in Uranio
AG, a Swiss uramum exploration and development
company listed on the Frankfurt, Berlin and
Stuttgart Stock Exchanges, for consideration of

20 millien new ordinary shares in the Company

Uranio has extensive and highly prospective uranium
tenement holdings in the Central African Republic
(CAR) and In Argentina, Including tenements in

the CAR that are contiguous with ground held

by AREVA, the French nuclear power company

In March 2010, Mercator commenced due diligence
over Uranio’s promising tenement package in
Argentina, and under a binding heads of agreement
has the nght to earn up 1o a 70% mterest in the
tenement package by spending US35 5 million on
exploration development and associated activities
over four years

The tenement package in Argeniina totals more
than 80,000 hectares of granted tenements plus
50,000 hectares of applications, and includes a
tenement known as Color 15 that s focated
approximately 20km from the historic Los Mogotes
Colorados mine, an unconformity-related roH-front
uranium deposit The Color 15 tenement 15 believed
to be highly prospective for the discovery of similar
deposits, which worldwide include those found tn
Canada’s Athabasca Basin

MEKCATOR GOLD PLC
ANNUAL REPORT & ACCDURTS 2009




MANAGING DIRECTOR’S REPORT conTinuED

Meekatharra Gold

RECOVERY OF SIGNIFICANT VALUE EXPECTED IN 2010

MERCATOR GOLD PLC
ANNUAL REPORT & ACCGURTT 7009

In October 2008, instability in the wall of the
Surpnse prit at the Meekatharra gold project, then
operated by Mercator, forced the cessation of
rmining activities at Meekatharra This precipitated
substantive losses asseciated with the Company’s
forward sales of gold during a period of extreme
volatility in the gold price

As a result, administrators of the Company's
Austrahan operating subsidiary Mercator Gold
Ausiraha Pty Ltd ("MGA") were appointed on
9 October 2008 and were appointed Deed
Administrators under a Deed of Company
Arrangement ("DOCA"} on 4 Decermber 2008
MGA remamns under a DOCA pending the
completion of a refinancing of the Meekatharra
project

Dunng the course of the peried, Mercator's
directors, staff and consultants cooperated closely
with the administrators of MGA to arrive at a
development plan for the Meekatharra project
that would enable its refinancing This plan was
used in an extensive marketing campaign by the
administrators and has fargely been accepted by
the successful bidder for the project, Meekatharra
Gold Corporation

Meekatharra Gold Corporation

The offer from Meekatharra Gold Corporation,
which has been accepted hy the administrators
on behalf of all creditors, of which Mercator 1s

the largest, 1s subject to confidentiality at this time
However it can be stated that the creditors of
MGA will have a 25% interest in Meekatharra
Gold Corporation prior to the anticipated listing
of Meekatharra Gold Corporation on the Toronto
Stock Exchange To assist with this transaction,
Mercator has invested, by way of a loan convertible
into shares, C$200,000 in Meekatharra Gold
Corporation

Furthermore, Mercator has agreed to contribute
A3%1 5 million 1n the form of a two year convertible
instrument 1n the Company o a trust established
to hold the credrtors’ Interest in Meekatharra Gold
Corporation In return, Mercator will be entitled

to 50% of this interest, from which the Company,
in due course, expects to realise material value
Mercator has waived any further distribution

from the trust

Mercator expects the acquisition of the Meekatharra
gold project to be completed by Meekatharra Gold
Corporation durning the course of 2010 Once this
has occurred, Mercator will assume full control of
MGA and with 1t large operating and capital tax
losses, which are of sigmificant value and which

may be utiised for the benefit of MGA' only
shareholder, Mercator Gold plc




Outlook

Mercator is now a mineral development
company with a range of carefully selected
projects and interests, all of which have the
capacity to deliver substantial returns, and
some of which have already begun to do so.
Drawing on the expertise and experience of its
directors, staff and advisers, the Company wiill
continue to develop its portfolio of assets, as
well as acting to take advantage of new
opportunities where appropriate.

Patrick Harford
Managing Director

AHHUAL REPORT & ACCOUKRTS 2009 9




DIRECTORS’ BIOGRAPHIES

Michael Bernard Silver BSc Eng {(Hons)
Executive Chairman (aged 73}

Michael Sitver was appointed as Chairman on 28 July 2008
He has broad and detailed expenience tn cvil engineenng
including thirty years’ expenence in the msning industry

He 1s a Member of the Institution of Engineers of Australia
Mr Sitver founded Highlands Mining Ltd in 1968, bought in
1970 by Quest Mining and Exploration He was invoived In
starting the Telfer gold mine for Newmont Australia and
numerous other operations Subsequently he was involved
In developing mines as a Principal and in conjunction with
other Public Companies, and was mvolved In nurmerous
capital raisings

His operational experience In the mining sector in Austraha
and Overseas encompasses most of the minerals mined In
Australia As a direct result of developing these projects
Michael Sitver gained broad ranging management experience
and invelvernent in many businesses associated with the
resource industnes including corporate expenence in the
development and funding of stx public companies Quest
Mining and Exploration Ltd, Southern Goldfields NL, Regent
Mining Limited, Marino Ltd, Dome Resources Ltd, and
Harrington Group Ltd His all industry experience was
acquired during his tenure as the Chatrman of Drillsearch
Ol Limited

Public Company Board posioons have been held i over
ten publicly isted companies over the last thirty years
These have ranged from non-executive to executive roles
and included chief executive and chair positions in both
Austrahan and Canadian companies

Patrick Aloysius Harford BSc (Hons)
Managing Director (aged 58)

Patrick Harford was appointed as Managing Director on 22
March 2004 He graduated with Honours In Geomorphology
from Melbourne University in 1973 He has had expernence
in gald and diamond exploration and production in Australia
and southern Africa His past roles have seen Patrick involved
with Grant's Patch Mining Limited, as Managing Director,
when that company operated an alluvial gold mine In the
Northern Terntery, Zapopan NL during the period that it
tocated and developed the Mt Todd and Tanam mines in

the Northern Territory, and Aundiam Consolidated NL during
that company’s successful construction of a two miflion
tonnes per annum diamond mmne in Zimbabwe

1 0 MERCATOR GOLD PLE
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Michael John de Vilhars BComm, Professional
Accountant (SA), MIOD
Finance Director (aged 47)

Michael de Villiers was appointed Finance Director on

22 March 2004 He qualified as a Professional Accountant,
{SA} with Ernst & Young i Cape Town Michael gained his
experience as financial manager at mining and chemical
operations in Namibia, Botswana, Ghana and Bulgana He
was previcusly Finance Director of Oxus Gold plc and Navan
Mining plc He 1s currently a director of Anana Resources plc
and Norseman Gold plc

Richard Nicholas Allen
Non-executrve Director {aged 73)

Nick Allen was appotnted as a non-executive Director on 7
Apnl 2004 He has worked sn the mining industry for over 40
years, prmarily in diamond mining and marketing, including
lengthy periods with Consolidated African Selection Trust and
D Drukker & Zn, a De Beers Industnal distnbutor in the UK
and India Nick 1s currently a director of DiamondCorp plc

Michael Ellas BSc {Hons), FAusIMM, CPGeo
Non-executive Director (aged 58)

Michael Ehas was appointed as a non-executive Director
an 7 July 2004 He 1s a geologist with over 30 years of
experience in the mining industry He has worked with
WMC Resources (mainly in nickel projects, sncluding as
Chief Geologist Resource Development, Nickel Division)
and Geological Survey of Western Australia He 1s currently
a director of Braemore Resources (AIM), Austrahan Mines
Limited (ASX), Silver Swan Group Ltd {ASX), and a private
consultancy, CSA Global Pty Lid




REPORT OF THE DIRECTORS

For the penod ended 30 September 2009

The Directors present their report and audited financial
statements for the period ended 30 September 2009

Principal Activities

The prinapal actvities of the Company are those of an
exploration and mine development company The actmity

of its direct subsidiary based 1in Hong Kong is as of a holding
company and the activity of its ulimate subsidiary based in
Thailand 15 a metal products manufacturer

In common with many similar companies, the Company raises
finance for 1ts investment and appraisal activmities, and those of
1ts subsidiaries, 1n discrete tranches which finance actwities for
lirited perrcds Further fundraising 1s undertaken as and when
required The most recent fund raising in March 2010 was
through a Placing of 18 9 million ordinary shares at £0 025
raising £472,500 Cther fund raisings, in June and October
2009, were through the Placing of 42 5 million ordinary shares
at £0 02, and 3 125 million ordinary shares at £0 04 per share
raising a total of £975,000

In August 2009 the Company achieved a cash saving of
approxmately £107,800 resulung from various creditors
taking a total of 6,059,218 shares in lieu of fees and the
conversion of interest to shares an a Convertible Loan Note

In November 2009, the Company announced that it had
acqurred 3,000,000 shares of Uranio AG (Frankfurt, Berlin,
Stuttgart Stock Exchanges WKN AQMKD4, UAI ("Uranio"},
a Swiss uranium exploration and devefopment company, from
Suphansa Holdings Ltd (Suphansa) The shares acquired from
Suphansa represent 1 33% of Uranio’s issued share capital

Consideration for the acquisition of Mercator’s stake in Uranio
was the placement of 20,000,000 new ordinary shares of
Mercator to Suphansa Suphansa has agreed 1o a voluntary
escrow of the Mercator shares issued to 1t for a penod of 12
menths

Rewviews of operations and business developments are reported
on in the Chairman’s Letter to Shareholders, in the Managing
Director’s Statement, in the Business Review and within the
details of the Financial Statements The Finanoal Statements
set out the finanaat position of the Company

Business Review

OTHER PROJECTS

In additicn to #ts remaining interest in Meekatharra Gold
Corporation/Mercator Gold Australia Pty Ltd ("MGA”), the
Company has the following interests

a) Paniat Gold Limited - Affuvial Gold Exploration in
West Papua, Indonesia

As announced on 30 July 2009, the Company's interest n
West Papua was converted into 50 milhon shares to Paniai
Gold Limited which raised A$0 5 million i a pre-IPO funding
ahead of a targeted A$2 mithon IPO for a isting on the
National Stock Exchange (“NSX"} in Newcastle, Austraha
That shareholding represents approximately 16% of Panial
Gold Ltd which 1s expected to have a market capitahsation of
approximately A$10 millien iollowing the proposed hsting

Mercator Gold plc Company No 5079379

b) ACS Asia (1996) Company Ltd

In October 2008, the Company acquired a 70% economic
interest in ACS Asia (1996) Company Ltd ("ACS Asia"),

a profitable Asia Pacific-focused metal products’ business
formerly owned by the US industrial conglomerate Tyco
International {" Tyco”) ACS Asia’s product range includes
the well-known Unistrut brand of construction products,
which are manufactured in a modern facility belonging to
ACS Asia in Thailand

¢) Silver Swan Group — Sale of Shares

As a result of the sale in early 2008 of seme non-core
exploration tenements located near Meekatharra to Silver
Swan Group Ltd, an exploraticn company listed on the
Australian Stock Exchange, the Company owned ten million
Silver Swan ordinary shares as well as a further four milion
performance related shares, which convert to ordinary shares
subject te certain conditions Dunng the period, Silver Swan
announced the release of the ten miflion shares from escrow
and the Company disposed of approximately 9 million of
those shares i the following financial period raising a total
of approximately £1 5 million

d) Copper Flat Project — Exclusive Option

In August 2009 the Company acqured an exclusive option
over the Copper Flat porphyry copper-molybdenum-gold-silver
project in the Las Amtmas mining district in south central New
Mexico, Unites States, by way of a payment of US$150,000 as
consideration for the grant of the option

In order to exercise its optien over the Copper Flat project,
Mercator needs to make payments to the vendors as

follows US$850,000 by 30 March 2010, US$1 85 mulhon by
14 August 2010, and US$7 milon by 14 February 2011 All
the payments are discretionary, and Mercator can elect not o
proceed with the exercise of the option at any stage The final
payment may be deferred until 16 May 2011 for an addtional
payment of US$150,000 The vendors would retan a net
smelter return {"NSR") of 3 25%

e} ADR Programme

As part of the development of the Company’s North American
interests Deutsche Bank, one of the leading depositary banks,
has been appointed to assist the Company to establish a
market forits shares Deutsche Bank has sponsored an
American Depositary Receipt {*ADR”) programme which was
established in October 2009 ADRs in the Company’s ordinary
shares will be traded on the Pink OTC Markets Inc Each ADR
represents 200 ordinary shares in Mercator and under current
registration Mercator can i1ssue up to 250,000 ADRs
representing up to 50,000,000 ordinary shares

Through this process Mercator will be introduced to US
investors and thus expects to improve its profile and guichty

f) Mercator Gold Austraha Pty Ltd

Following the appomntment of Administraters to Mercator Gold
Austraha Pty Ltd ("MGA") dunng October 2008, the Company's
management have worked closely with the Administrators

and potentiai bidders to secure a iable refinancing of the
Meekatharra operaticns

MERCATOR GOLD PLC -I 1
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REPORT OF THE DIRECTORS continueD

An operation under the sponsorship of a venture capital bank
1s now in the process of finalising a kyd with the Administrators
and 1s expecied to be complete during 2010

g) Uranio AG - Due Diligence on Promising Uramum
Tenements in Argentina

In November 2009, after the end of the period, Mercator
acquired through a share swap of 20 million Mercator shares,
three million shares in Uranio AG {"Uranio”), a Swiss uranium
exploraiion and development company hsted on the Frankfurt,
Berhin and Stuttgart Stock Exchanges

Uranio has extensive and highly prospective uramium tenement
heldings in the Central African Repubhc {"CAR"} and n
Argentina, ncluding tenements in the CAR that are contiguous
with ground hetd by AREVA, the French nuclear power company

in March 2010, Mercator commenced due diligence over
Uranio’s promising tenement package in Argentina, and under
a binding heads of agreement has the nght to earn up io a
70% interest in the tenement package by spending US$5 5
million on exploration, development and associated actiaties
over four years

The tenement package n Argentina totals more than 80,000
hectares of granted tenements plus 50,000 hectares of
applications, and includes a tenement known as Color 15 that
Is located approxmmately 20km from the historic Los Mogotes
Colorados mine, an unconformity-related roll-front uranium
deposit The Color 15 tenement 1s believed to be highly
prospective for the discovery of similar deposits, which
worldwide include those found in Canada’s Athabasca Basin

h}) Name Change

Mercator Gold plc has traded under this name since its original
floatation gn AIM in Qctober 2004 Due to the change in its
actmties away from exclusively gold, and its new broader focus
on a wider range of minerals, the Board has proposed to
rename the Company to “Electrum Resources plc” and the
shareholders will be asked to vote on this as a Special
Resolution at the Annual General Meeting

Group financial results

a) Finanaal Performance for the 15 months to

30 September 2009
The inclusion of ACS Asia (1996} Company Ltd {("ACS Asia™}
In the Group's reporting £4 million of turnover and a cost of
sales of £2 8 million with a gross profit of £1 2 milhion showing
a very pleasing 30% gross profit margm, all of which s
attnbutable to ACS Asia The performance of ACS Asia Is very
encouraging as the industry conditrons were very testing, as
with all other trading conditions ACS Asia contributed a total
of £41,000 to consolidated profit and management fees
through the Group Income Statement The foundations for
ACS Asia to provide a greater cantrnibution to the Group have
been laid durning this first year under the control of Mercator
with a major revamp of operational and management systems
and the review of carrying values of inventory and other assets
Consequently the Group was able to demonstrate the value
for money of this purchase by way of the contribution of
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an amount of £22,452 of Negative Goodwilt In the Group's
tncome Statement, after Inventory and other adjustments

The Group's Operating and Investment actimty continued along
the same lines as In previous years with management focusing
an enhancing ar making new mvestments i the muneral sector
Consequently Mercator’s administrative expenses for the 15
months were around the same level as the 12 months to 30 june
2008 and ACS Asia had a further £1 million of administrative
expenses which wese included in the Group’s results

Net Finance Costs of £525,738 are mostly attnbutable to
the Convertible Loan Note interest and the expensing of
amortisation of the oniginal tssue costs and imputed interest

Share of Loss of Associate of £371,630 relates to the share
of Silver Swan loss for the period up to 29 June 2009 when
1t ceased to be an associate company Related to this event
1s the Company’s holding in Silver Swan being revalued by
£1,452,816 as a result of its no longer being carried at cost
but at market value This gain on revaluation has been taken
as a reserve and when set off against the loss for the penod
of £4,452,525 results mn a total recognised expense for the
15 months o 30 September 2009 of £2,618,112

b) Change in Financial Year End

Mercator has changed its financial year end from 30 June

to 30 September in order to bring the Group in line with the
financial year of its newly-acquired subsidiary, ACS Asia The
Group will in future report for 12 months to 30 September
as well as releasing an intenim report 1o 31 March

Future developments

The Company's Directors continue to look for development
oppartunities in the mineral and other sectors that would be
suitable as acquisitions or for investment and will evaluate
them wath consideration for therr financing potential

Projects will be developed in accordance with their progress
and potential Funding for this will be in line with project
merits and available cash resources

Financial and other risk management objectives

and policies

The business of miming, exploration and the operation

of business in other countries has an inherent nsk of the
Company’s failing to discover sufficient viable deposits of
minerals within the imits of the Company's present resources,
being exposed to excessive inflation of mput costs, the
frustration of supply of necessary raw matenals, or government
permits and operating permits not being granted There s
also the more recent development of the credit nsk and the
unpredictable behawour of project finance institutions and
volatile world-wide economics

The Board 15 aware of these nsks and continuausly reviews

them When 1t 15 able, 1t takes the necessary steps to avoid them
or to it the Company's exposure to them The Company takes
out suitable insurance aganst operational and corporate nisks
that are anticipated as being matenal and insurable




The Company does not presently hold any forward or hedge
positions in either currency or other rminerals These are presently
not deemed necessary but this 1s reviewed from time-to-time
There 15 an inherent nisk of operating between different
currencies, namely £GBP, $AUD, IDR (Indonesian Rupia), $US,
and That Baht and the Board monitors and reviews this exposure
an a regular basis

The Board recognises the Company’s exposure to hguidity nsk
and that the Company’s ability to continue operating 1s depend-
ent on there being sufficient cash to sustan day-to-day operations
while seeking a route to redeveloping the existing operations
and new Investment opportunities The Board continually
monitors this srtuation and seeks potential routes to reahse part
of the Cempany’s investments to mamtain adequate levels of
solvency to meet the Company's obligations as they fall due

The focation of the Company’s principal activities are in
Australia, Indonesia, USA and Thalland and 1ts corporate base
15 in the Urited Kingdom, all of which locations are considered
stable, with advanced economic and legal infrastructures

Further details of the Company's financial risk management
objectives and policies are set out in Note 21 to the Financial
Statements

Present posttton of the company

As at 30 September 2009 the Company's financial position was
stable, notwithstanding the developments over the last year,
and 1t was antiaipated that 1t would be supported by revenue
ansing from the operating subsidiary As disclosed above this
no longer remains the case and alternative ways of creating a
viable financial entity are being sought, as also disclosed above

The Company's financial accounts contained within thus annual
report are prepared on a going concern basis The Directors feit
it prudent to make a 90% prowvision of the loan account due
from MGA to the Company and have also wntten down the
100% shareholding in MGA to £1 00

Following the announcement of MGA being placed in admiris-
tration i October 2008, the Company's shares were suspended
from trading on AIM pending certanty of the Company s financial
situation The suspension of trading in the Company's ordinary
shares was Iifted on 7 Aprd 2009 following the publishing of the
Company's annual audited June 2008 accounts

As approved at the General Meeting held on 29 May 2009, the
share capital of the Company was sub-divided and re-designated
The authorised share capital was increased by 800 milion New
Ordinary Shares, and the exisung ordinary shares were split into
New Ordinary Shares of 0 1p, and Deferred Shares of 9 9p

As of 22 March 2010, foflowing a Placing of 18 9 miflion
shares raising £472,500 before expenses, the number of total
shares i 1ssue 1s 163,271,584

The General Meeting also approved the Cffer of Bonus Warrants
of up to 10,382,130 Warrants to shareholders on a 1 for 7 basts
at a subscription price of 5p, valid for 12 months following the
date of the General Meeting A total of 10,312,290 Warrants
were 1ssued to existing shareholders and as of 12 March 2010

a total of 12,455 Warrants had been exercised and 10,299,835
Warrants remain to expire on 28 May 2010

This Business Revtew contains certain forward looking
statements that have been made by the Directors in good
fath By the nature of these statements there can be no
certamnty that such predictions will be met

Policy on payment of suppliers

The Company’s pohcy 15 to settle terms of payment with

its suppliers when agreetng the terms of each transaction,
ensuring that supplers are made aware of the terms of
payment, and abiding by the agreed terms The number of
days of trade creditors outstanding at the penod end was
88 days (2008 4 9 days)

Dividends and profit retention

The results for the period are set out In the Income Statement .
on page 17 No dividend 1s proposed In respect of the peniod -
(2008 nil} The retained loss for the penod of £(4,452,525)

(2008 loss £{31,883,479)} has been taken to reserves

Directors
The Directors who served dunng the period were

Terrence John Strapp (resigned 25 July 2008)
Michael Bernard Silver (appointed 28 July 2008)
Patreck Aloysius Harford

Denis Geldard (resigned 12 September 2008)
Michael John de Villiers

Richard Nichotas Allen

Michael Ehas

In accordance with the Company's Articles of Association at
least one third of the Drrectors must retire by rotation at each
Annual General Meeting, and may stand for re-appointment at
the Meeting Accordingly, the Directors retwing by rotation are
Mr M ) de Villiers and Mr M Elas

Directors’ interests

SHARE INTERESTS

The Directors of the Company who held office at 30 September

2009 held the following beneficial interests, etther directly or |
indirectly, (including interests held by spouses, mmor children

or assoclated parties) in the ordinary shares of the Company

30 September 2009 30 June 2008
No of Shares No of Shares

M B Silver* 2 080,043 -
P A Harford 3,516 467 1,650,010
M J de Villiers 300,000 277,000
R N Allen - -
M Ehas 45,000 20,000
Total 5,941,510 1,047,010

*Mr Silver held 566,543 shares as at the date of his appotntment

MERCATOR GGLD PLC 1 3
ANHUAL REPORT & ACCOUNTS 2009



14

REPORT OF THE DIRECTORS contiNuED

Share Options
The Directors of the Company held share options granted under the Company’s Share Option Scheme, as indicated below

No Directors’ share options were exercised during the period

30 September 2009

Options tssued Date i55ued Expiry date Exerase price Balance

M B Silver 825,000 29 Sept 2004 28 Sept 2009 £0 80 825 000

M B Silver — total 825,000 825,000

P A Harford 10 000 29 Sept 2004 28 Sept 2009 £0 80 10,000

615,000 29 Sept 2004 28 Sept 2009 £0 80 615,000

75,000 19 Nov 2004 18 Nov 2014 £100 75,000

230,000 31 Jan 2006 30 Jan 2016 £060 200,000

100,000 10 May 2006 9 May 2011 £0 85 100,000

325,000 3 Jan 2008 2 Jan 2015 £100 325,000

P A Harford - total 1325 000 1,325,000

M § de Villers 75,000 19 Nov 2004 18 Nov 2014 £100 75,000

125,000 25 Feb 2005 25 Feb 2015 £1 00 125 000

125 C00 14 April 2005 13 Apnl 2015 £120 125,000

125,000 31 lan 2006 30 Jan 2016 f0 60 125,000

100,000 10 May 2006 9 May 2011 f£0 85 100 000

100,000 3 Jan 2008 2 Jan 2015 £100 100,000

M J de Vilhers - total 650,000 650,000

R N Allens 50,000 19 Nov 2004 18 Nov 2014 £100 50 000

75,000 31 Jan 2006 30 Jan 2016 £0 60 75,000

20000 23 May 2006 22 May 2011 £0 85 20,000

55,000 3 Jan 2008 2 Jan 2015 £100 55600

R N Allen - total 200,000 200,000

M Ehas 50,000 19 Nov 2004 18 Nov 2014 £100 50,000

75000 31 lan 2006 30 Jan 2076 £0 60 75,000

20,000 23 May 2006 22 May 2011 £0 85 20,000

55,000 3 Jan 2008 2 Jan 2015 £100 55,000

M Ehas — total 200,000 200,000
Total Directors’ options

as at 30 September 2009 3,200,000 3,200,000

interest i Convertible Loan Note

On 1 November 2009, Michael Silver acquired Convertible Loan Notes to the value of £150,000, expiring on 16 Qctober 2010 Interest
accruing to 31 January 2010 of £3 213 70 was paid to Mr Silver indirectly through Fair Choice Ltd There are three furiher interest periods
on 30 April 31 July and 16 October 2010

Share capital and substantial share interests
Detarls of the Company’s share capital are disclosed in Note12 of the financial statements

MERCATOR GOLD PLC
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On 18 March 2010, the Company was aware of the following
holdings of 3% or more 1n the Company’s 1ssued share capital

Shares %

24,814,303 17188
10,676,155 7395
8,570,052 5936
7,407,227 5131
6,241,279 4323
4,736,000 3280
4688094 3247
4,435,064 3072

Registered Shareholder Name

Lynchwood Nominees Lirmited

Jim Neminees Limited

Barclayshare Nominees Limited

Td Waterhouse Nominees (Europe) Limited
L R Nominees Limited

Pershing Nominees Limited

Hsdl Nominees Limited

Hsdl Nominees Limited

Statement of Diwrectors’ responsibilities

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

Company law requires the Directors to prepare financial
statements for each finanoal year Under that law the Directors
have elected to prepare the financial statements in accordance
with International Finanaial Reporting Standards as adopted by
the European Union The financial statements are required to
give a true and faw view of the state of affars of the Company
and of the loss of the Company for that period In prepanng
these financial statements the Directors are required to

+ select suitable accounting policies and then apply them
consistently,

* make judgments and estimates that are reasonable and
prudent,

* prepare the financial statements on the going concern
basis unless 1t 15 Inappropriate to presume that the
Company wall continue 1n business

The Drrectors are responsible for keeping proper accounting
records that disclose with reasonable accuracy at any time the
financial position of the Company 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 hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities

The Directors are responsible for the maintenance and ntegrity
of the corporate and financial mformation included on the
Company's website Legslation in the United Kingdom
governing the preparation and dissemination of the financial
statements and other informatien included in annual reports
may differ from legrslation in other junsdicuons

Corporate Governance

The Directors seek, as far as 1s constdered appropnate having
regard to the size and nature of activittes of the Company, to
comply with the Combined Code on Corporate Governance
applicable 10 hsted companies The board 15 assisted in this
regard by the Remuneration and Audit Committees

The Remuneration Committee

The Remuneratton Committee comprises Nick Allen as
Charrman and Michael Ekas The Committee will meet at any

time when 1t 15 considered appropriate to review and make
recommendations on the remuneration arrangements for
Drrectors and senior management, including any bonus
arrangements and the award of share options, having regard
to the performance of the Company and the interests of
shareholders The remuneration and terms of appointment
of non-executive Directors will be set by the Board

Total Directars’ emoluments are disclosed in Note 6 to the
financial statements and the Directors’ options are disclosed
above

The Directors will comply with Rule 21 of the AlM rules relating
to Directors’ dealings and will take all reasonable steps to
ensure compliance by the Company's Directors and applicable
employees

The Audit Committee

The Audit Commrttee compnises Michael Sdver as Charman,
and Nick Allen, with Michael de Villiers as Advisor The
Committee meets twice a year angd at any other time when

W is considered appropriate to consider and discuss audit and
accounting related issues The Committee will make recommen-
dations on the appeintment of the auditors and the audit fees,
be responsible for ensurning the financial performance of the
Company 1s properly menitored and reported on and wll
receive and review reports from management and auditors
relating to the intenm reports, the annual report and accounts
and internal control systems of the Company The Committee
will have the opportunity to meet the auditors without other
executve Board members being present

Gorng concern

Based on a review of the Company’s budgets and cash
flow plans, the Directors are satisfied that the Company has
sufficient resources to continue its operations and to meet
its commitments for the immediate future

Provision of information to auditors

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

So far as they are indvidually aware, there 15 nio relevant
audit information of which the Company's auditors are
unaware, and

* Each of the Directors has taken all the steps that they
ought to have taken as a Director to make himself aware
of any refevant audit information and 1o establish that
the Company’s auditors are aware of the information

Auditors
A resolution for the reappointment of Wilkins Kennedy will be
proposed at the forthcoming annyal general meeting Wilkins
Kennedy have expressed their wilfngness to continue as

audhtors of the Company

Patrick Harford
Managing Director

MERCATOR GOLD PLC
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INDEPENDENT AUDITORS REPORT

For the penod ended 30 September 2009

Report of the independent auditors to the sharehoiders of
Mercator Geld plc

We have audited the financial statements of Mercator Gold Plc

for the period ended 30 September 2009 on pages 17 to 33

The financial reporting framewaork that has been applied in therr
preparaton 15 apphcable law and International Reporting Standards
as adopted by the European Union

This report s made solely to the cempanys members, as a body, in
accordance with Sections 495 and 496 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the
companys members those matters we are required to state to them in
a Report of the Auditors and for no other purpose To the fullest extent
permitted by law we do not accept or assume responsibility to anyone
other than the company and the company s members as a body, for
our audit work for this report, or for the opinicns we have formed

Respective responsibilittes of directors and audhtors

As explained more fully in the Statement of Directors’
Responsibilities set out on page 15, the directors are responsible
tar the preparation of the financial statements and for being
satisfied that they give a true and fair view Qur respensibility 1s
to audit the financial statements i accordance with applicable
law and International Standards on Auditing {UK and Ireland}
Those standards reguire us to comply with the Auditing Practices
Board s Ethical Standards for Auditors

Scope of the audit of the finanaal statements

An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficrent 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 appropnate to
the company s arcumstances and have been consistently appled and
adequately disclosed the reasonabteness of significant accounting
estimates made by the directors and the overall presentation of the
financial statements

Quahfied opinton on financial statements ansing from
himitation in audit scope

The financial statements of Gold Crest Holdings Limited, a subsidiary
acquired dunng the period have been qualified by its auditors as they
were unable 1o satisfy themselves that the opening inventenes of
Gold Crest Holdings Limited's pnncipal subsidiary were farrly stated
Both the auditors of Gold Crest Holdings Limited and of its subsidiary
were appointed after the inventones had been counted and were not
able to adopt any other procedures to obtain sufiivent audit evidence
regarding the valuation of the inventonies We are therefore unable to
satisfy curselves that cost of sales and the negative goodwill on
acquisition are free from matenal misstatement

As explained in note 1 to the financial statements the Directors have
not been able to indude the results of Mercator Gold Australia Pty
Limited, a trading subsidiary that entered into adrministration during the
period in the consohdated financral statements Under Internationat
Finanaial Reperting Standards as adopted by the European Union, the
company is required to include the results of a subsidiary from the date
it gains control up to the date that it loses control aver the subsidiary
As accounting information s not avallable from any other source we
are unable 10 ascertain the state of affars of Mercator Gold Australia
Pty Limited on the day it went inte administration, and therefore ceased
to be a subsidiary of Mercator Gold Plc

MERCATGR GOLD PLL
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Because of the possible effect of the above linitations In evidence
avallable to us, we are notin a pesiien to and do not, express an
opinicn on the resuits of the groups operations and its cash flows
for the penod

In our opimon the financial statements

- give a true and farr view of the state of the groups and the
parent company s affairs as at 30 September 2009 and of
the parent company’s loss for the penod then ended,

- have been properly prepared in accardance with IFRSs as
adopted by the European Union and

- have been prepared i accordance with the requirements of
the Companies Act 2006

Emphasis of matter - Going concern

In forming our apinion on the financial staternents, which s not
qualified in respect of the matter in this paragraph, we have
considered the disclosure made in note 1 to the financial statements
concerming the company s ability to continue as a going concern and
the Directors ability to raise funds to finance the ongoing activities
This along with the hquidity nsk explained i note 21 to the financial
statements indicates the existence of a matenal uncertainty which
may cast doubt about the company’s ability to continue as a going
concern The financial staternents do not include the adjustments
that would result if the company was unable to continue as a going
concern

Ominion on other matter prescnbed by the Companies Act 2006
In our epimion the mfermation given in the Report of the Directors for
the financial year for which the financial statemnents are prepared 15
consistent with the financial statements

Matters on which we are required to report by exception

In respect solely of the imitation on our work relating to inventory

and non-consolidated subsichiary, as descnbed above

- we have not obtained all the mformation and explanations
that we considered necessary for the purpose of our audit and

- we were unable to determine whether adequate accounting
recards had been kept

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 opINtoN

- adequate accounting records have not been kept by the parent
company or

- returns adequate for our audit have not been received from
branches not wisted by us, or

- the parent company's financial statements are not In agreement
with the accounting records or returns or

- certan disclosuses of directors remuneration specified by law

Stephen Golder

are not made {' / lw
(Senior Statutory Auditor)
For and on behalf of Wilkins Kennedy
Statutory Auditors
Chartered Accountants

Bridge House, London Bndge
London SE1 9QR

26 March 2010




CONSOLIDATED INCOME STATEMENT

For the 15 months ended 30 September 2009

Mercator Gold plc Company No 5079979

Penod ended Year ended
30 September 2009 30 lune 2008
Note £ f
Income
Sales 2 4,064,306 -
Cost of sales {2,838,017) -
1,226,289 -

Negative goodwall earned on acquisition 22,452 -
Profit on disposal of investment 65,194 -
Other income 67,349 -
Gain on exchange rates 15,065 -
Total income 1,396,349 -
Expense
Impairment of investment In and loans to subsidiary g {2,205,882) (30,044,000}
Share based payments relating to an Associate (25,729) -
Administrative expenses {2,707,320) (1,656 Q15)
Total operating expense {4,938,951) (31,700 015)
Operating loss 3 {3,542,602) (31,700 015)
Financial expense 7 {541,878) (220,224)
Financial income 7 16,140 22,504
Finance income and costs {525,738) (197 720)
Loss for the period before accounting for associate {4,068,340) (31897 73%)
Loss of associate company attnbutable to the Company for the penod 9 {371,630) (45,860)
Loss for the period, before taxation {4,439,970) (31,943,595)
Corporation tax 5 - 60,116
Net loss for the penod {4,439,970) (31,8832,479)
Attributable to non-controlling interests {12,555) -

{4,452,525) (31,883,479
Loss per share (hasic and diluted) {551)p (50 9p
CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE
For the 15 months ended 30 Septermber 2009

Penod ended Year ended

30 September 2009 30 June 2008

Gain in value of investment in associate on dilution of helding 331211 -
Revaluation of investment 1,452,816 -
Gain on exchange transiation 37.831 -
1,821,858 -

Loss for the 15 months (4,439,970) {31,883,479)
Total recognised expense for the 15 months (2,618,112) (31,883,479)

No company only income statement 1s presented which accords wath the provisions of Section 408 of the Companies Act 2006 The loss for
the Company was £4,481,244 which included a further amount of £2,205,883 relating to impairment of a loan to a subsidiary

MERCATOR GOLD PLC
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CONSOLIDATED & COMPANY BALANCE SHEET

At 30 September 2009 Mercator Gold plc Company No 5078979
Group Company
Penod ended Year ended  Period ended ‘Year ended
30 Seplember 30 June 30 September 30 June
2009 2008 2009 2008
Note £ £ £ £
Assets
Non-current assets
Property plant and equipment 8 506,954 3,686 1,363 3686
Investments in subsidiares g - 3,201 760 515,753 3,201 760
Investment in former associate g - 1093 339 - 1,093,339
Other investment g 266,574 - 266,574 -
Other non current assets 1,54 - - -
775,069 4 298,785 783,690 4 298 785
Current assets
Trade and other recewables 10 4,717,482 79 996 3,639,809 79996
Cash and cash equivalents 11 344,105 24,902 57,144 24,902
Investment to be sold g 2,417,233 - 2,417,233 -
Inventories 15 889,001 - - -
Taxation 9,816 - 9,816 -
Other current assets 192,198 - 8,000 -
Current assets 8,569,835 104 898 6,132,002 104 898
Total assets 9,344,904 4 403 683 6,915,692 4 403 683
Non-current habilities
Interest bearing borrowings i4 2,565,995 2,206,214 2,565,995 2,206,214
Current hiabilities
Trade and other payables 2,406,867 339074 393,432 339,074
Provisions for costs 118,698 - - -
Total current liabilities 13 2,525,565 339,074 393,432 339 074
Total habilities 5,091,560 2,545,288 2,959,427 2 545 288
Net assets 4,253,344 1858 385 3,956,265 1 858,395
Equity attributable to shareholders
Share Capital 12 7,316,059 6,267,491 7,316,059 6267 491
Share premium 12 30,865,318 27,182 233 30,865,318 27 182,233
Exchange reserve 37,81 - - -
Other reserves 787,364 722,423 785,857 722 423
Minority interest 229,023 - - -
Retained losses (34,982,251} (32 313752) (35,010,969} (32 313,752)
Total equity 4,253,344 1 858 395 3,956,265 1 858,395

The financial statements were approved and authorised for 1ssue by the Board of Directors on 26 March 2010

P A Harford M ) de villiers

Director Director

26 March 2010

MERCATOR GALD PLC
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CONSOLIDATED & COMPANY STATEMENT OF CHANGES IN EQUITY

For the 15 months ended 30 September 2009

Mercator Gold ple Company No 5079979

Share Share Retained Minor ity Exchange Other

Note capital premium ipsses interest reserve reserves Total
Group £ f £ f £ £ £
Balance at 1 July 2007 6,224,491 26,963,483 {430,274) - - - 32,757,701
Total recognised income and
expense for the year - - (31,883,479) - - - {31,883,479)
Share options expense - - - - - 476,620 476,620
Attributable share of changes in equaty
of associated company for the year - - - - - 20,423 20,423
Issize of 8 5% convertble loan notes - - - - - 225,380 225,380
Issue of shares 43 000 218750 - - - - 261,750
Balance at 1 July 2008 12 6267491 27182233 (32,313,753) - - 722,423 1,858,395
Loss for the penod ended
30 September 2009 - - {4,452,525) - - - (4,452,525)
Attributable share of changes in
equity of associated company
for the penod - - - - - 44,383 44,383
Gain in value of associate
following dilution of holding - - 331.211 - - - 331,211
Revaluation of investment - - 1,452 816 - - - 1,452,816
Equity portion of Loan note
1ssued n period - - - - - 19,051 19,051
Exchange loss on translation - - - - 37,831 1,507 39,338
tssue of shares 1,048,568 3,683,085 - - - - 4,731,693
Minonty interest - - 229,023 - - 229,023
Balance at 30 September 2009 iz 7,316,059 30,865,318 (34,982,251} 229,023 37,831 787,364 4,253,344

Share Share Retained Other
Note capital premium losses reserves Total

Company £ f f £ £
Balance at 1 July 2007 6,224,491 26,963,483 {430 274) - 32,757,701
Total recognised income and expense for the year - - (31,883,478} {31,883,479)
Share optrons expense - - - 476,620 476,620
Attnbutable share of changes in equity
of associated company far the year - - - 20,423 20,423
Issue of 8 5% convertible loan notes - - - 225,380 225,380
Issue of shares 43,000 218,750 - - 261,750
Balance at 1 July 2008 12 6,267,491 27,182,233 (32 313 752) 722 423 1,858,395
Loss far the period ended 30 September 2009 - - (4,481,244) - {4,481,244)
Attributable share of changes m equity of
associated company for the pertod - - - 44 383 44,383
Gain n value of associate following
dilution of holding - - 331 211 - 331,211
Revaluation of investment - - 1452 816 - 1,452,816
Equity portion of Loan note ssued in peried - - - 19 051 19,051
Issue of shares 1048 568 3,683,085 - - 4,731,653
Balance at 30 September 2009 12 7 316 059 30,865,318 (35,010 969) 785,857 3,956,265
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CONSOLIDATED & COMPANY CASH FLOW STATEMENT

For the 15 months ended 30 September 2009 Mercator Gold plc Company No 5079379
Group Company
Periad ended Year ended Period ended Year ended
30 September 30 June 30 September 30 June
Note 2009 2008 2009 2008
E £ £ £
Operatmg activities
(Loss) for the 15 months before tax (4,439,970)  (31,943,595) (4,481,244) (31 943,595)
Adjustments
impairment of investment in and loans to subsidiary 9 2,205,882 30 044,000 2,205,882 30,044,000
Depreciation expense, property, plant and equipment 8 58,516 4,145 2,669 4,145
Loss on disposal of property plant and equipment 8 457 - 457 -
Loss of associate company for the 15 menths 9 371,630 45,860 371,630 45,860
Profit on disposal of investment (65,194} - {65,194) -
Interest income (16,140} (22,504) {13,958) (22,504)
Issue costs amortised ~ Convertible loan 7 74,981 28,992 74,981 29,992
Interest cost imputed on unwinding loan discount 7 103,851 35,502 103,851 35,502
Interest paid 360,915 154 730 328,105 154,730
Share based payments 25,729 476,620 25,729 476,620
Corporation tax 5 - 60,116 - 60,116
{Increase)/decrease In accounts recevable (667,911) 18,423 (180,771) 18,423
increase/(decrease) In accounts payable 509,439 169,021 54,359 169,021
Increase N INveniories 3,882 - - -
Shares i1ssued in ieu of expense payments 237,590 - 237,590 -
Decrease in prowision far software expenses (121,084) - - -
{Increase)decrease in other non current assets 3,753 - - -
Foreign exchange (8,284) - - -
Excess of acquirer's interest in the net value of
acquiree’s identifiable net assets (22,452) - - -
Net cash flow used in operations (1,384,410} (927,690) {1,335,914) (927,690)
Investing activities
Purchase of property plant and equipment 8 {61,540) - (804) -
Proceeds from sale of equipment - 1,285 - 1,285
Loans 1ssued to subsidiary 9 (2,450,981) (3,030,586)  {2,450,981) (3 030,586)
Proceeds from sale of investment 172,352 - 172,352 -
Loans repaid - 225,000 - 225,000
Investment in New Mexico veniure (91,575) - (91,575) -
Investment in Indonesian venture (174,999) - (174,999) -
Net cash cost of acquisition of subsidiary (326,337) - (465,752) -
Interest recewved 16,140 22,504 13,959 22,504
Net cash used i investing activities (2,916,940) (2,781,797} (2,997,800) (2,781,797)
Financing activities
Proceeds from ssue of share caprtal 4,480,574 261,750 4,480,574 261,750
Increase in amounts due to a Director 264,106 - - -
Proceeds from 1ssue of convertible loan notes 200,000 2,366 100 200,000 2 366,100
Repayment of finance lease creditors {12,457} - - -
Interest paid on convertible loan notes (314,409) (154,730) (314,410) {154,730)
Interest paid — other (33,018} - {209) -
Net cash from financing activities 4,584,796 2,473,120 4,365,955 2,473,120
Net change in cash and cash equivalents 283,446 {1,236,367) 32,241 (1,236,367)
Cash and cash equivalents at beginning of the year 24,902 1,261 269 24,902 1,261,269
Effect of change in exchange rates 35,757 - - -
Cash and cash equivalents at end of the 15 months th 344,105 24,902 57,143 24,902
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NOTES TO THE FINANCIAL STATEMENTS

For the 15 months ended 30 September 2009

1 General informaticn and ‘going concern’

The Company Is registered under company number 5079979
(England and Wales} The nature of the Company s business is
that of a holding and management company

On 9 October 2008 the subsidiary Mercator Gold Austraha Pty
Limited ("MGA*") was placed nto Administration pending ongoing
efforis to refinance its operations This remains the case as at 30
September 2009 Consohdated accounts for the Group have heen
prepared but exclude MGA due to the Companys inability to
obtain the necessary accounting information from the subsidiary’s
admenistrators The admunistrators of the subsidiary are Ferner
Hodgson Perth, Australia

These financial statements reflect the Directors’ valuation of the
subsicdiary after creating a 90% provision agamnst the book value
of the investments in the subsidiary Should the outcome of the
adminustration prove less favourable, further significant write-
downs could prove necessary and may adversely affect the going
congern assumption Since reporting on the accounts for year
ended 30 June 2008 the Company has diversified considerably
and the Directors noc longer believe the survival of the Company
ts dependent on the realisation of the 10% residual interest in s
former subsidiary in Australa While dependent on the Directors’
ability to raise funds to finance the ongoing activities of the Group,
the Directors beheve it remains nght and proper to prepare the
accounts on a gong concern basis

2 Accounting polictes

Overall considerations

The principal accounting policies that have been used n the
preparation of these financal statements are summarised below

Basis of accounting

The financial statements have been prepared under the hisiorical
cost basis modified with regard to revaluation of investments
The Company has not decided to adopt any optional IFRS
accounting standards early

The financial statements have been prepared m accordance with
International Financial Reporting Standards (IFRSs and IFRIC
interpretations) as adopted by the European Union

Accounting Standards and Interpretations not yet
applied

The Directors together with their adwisers are in the process of
evaluating the impact of standards and/or interpretations that have
not yet become effective Listed below are those standards and/or
interpretations most kely to tmpact the Group

¢ IAS 1 Presentation of Financial Statements (revised 2007)
(effective 1 January 2009}

* |AS 7 Cash flow statements (effective from 01 January 2009}

* |AS 23 Borrowing Costs {revised 2007) (effective 1 January 2009)

* |AS 27 Consolidated and Separate Financial Statements
{Revised 2008) feffectve 1 July 2009}

*  Amendment to IFRS 2 Share based Payment - Vesting
Conditions and Cancellations (effective 1 January 2009)

s |FRS 2 Share based payment (effective from 01 January 2009)

+ IFRS 3 Business Combinations (Revised 2008) {effectve 1 July 2009)

+ |IFRS 8 Operating Segments (effecove 1 January 2009)

Based on the Group’s current business model and accounting
policies 1t 15 felt that these standards and/or interpretations are
unlikely to have 3 matenial impact on the Group’s earnings or
shareholders’ funds

The amendment to IAS 1 Financial statement presentation released
In September 2007 redefines the primary statements and expands
on certain disclosures within these Once adopted the Group's
pnmary staterments wili be amended to reflect the presentation
reguired

Revenue recognition

1 Sale of goods

Revenues are recognised when goods for domestic sales are
despatched to customers in therr land of ongin Sales are stated

at the invaiced price, excluding value added tax, of goods supplied
after deducting discounts and goods returned in the case of
export sales, revenues are recognised when goods are shipped and
title 1s passed to the buyer Title s passed to the buyer when the
goods are delivered to the common carnier in the country of ongin,
the carner acting as agent for the buyer

2 Prowvision of services

Revenues are recognised once the service has been provided and
15 recognised at the point of billing

3 Interest income

Interest earned 1s recognised on a time proportionate basis where
this 15 materially different from the point of receipt, otherwise it 1s
recognised at the point of recespt

Basis of consohdation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 30
September 2009 The results of the subsidianes are consolidated
from the date of acquisition, being the date on which the
Company obtains control, and continue to be consolidated until
the date such control ceases

Inventories

Inventories are stated at the lower of cost or net reahsable value
Costs of raw matenials are determined by the weighted average
method The cost of purchase comprises both the purchase price
and costs directly attributable to the acquisition of the inventory,
such as import duties and transportation charge, less all
attnbutable discounts, allowances or rebates The cost of fimnished
goods and work in process comprises raw matenals, direct labour,
other direct costs and related production overheads, the latter
being allocated on the basis of normal operating acuvities Net
realisable value ss the estimate of the selling price in the ordtnary
course of business, less the costs of completion and seliing
expenses Provision 1s made, where necessary for obsolete, slow-
mowing and defectve inventones

Cash and cash equivalents

Cash includes petty cash and cash held in current bank accounts
Cash equivalents include short-term investments that are readily
convertible to known amounts of cash and which are subject to
insigreficant nsk of changes in value

MERCATOR GOLD PLC
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NOTES TO THE FINANCIAL STATEMENTS conTinueD

Far the 15 months ended 30 September 2009

Property, plant and equipment
Property, plant and equipment are stated at cost, excluding the
costs of day-to-day servicing, less any subseguent accumulated
depreciation and impairment iosses

Depreciation 15 charged on each part of an item of property, plant
and equipment so as to write off the cost or valuation of assets
over therr estimated useful ives, using the straight-line method
Depreciation 1s charged to the income statemant The estimated
useful lives are as follows

Office equipment 3 years
Furmiture and frttngs S years
Land improvements 20 years
Buildings 20 years
Machinery and equipment 5 years
Motor vehicles 5 years

Expenses incurred in respect of the maintenance and repair of
property, plant and equiprment are charged against income when
incurred Refurbishments and improvements expenditure, where
the benefit i1s expected to be long lasting, 1s caprtalised as part of
the appropriate asset

An tem of property, plant and eguipment ceases to be recognised
upon disposal or when no future economic benefits are expected
from its use or disposal Any gain or loss ansing on cessation of
recognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) 15
included in the income statement in the year the asset ceases to
be recognised

Business combination

During the 15 month period under review the Company acquired
a 70% interest in Gold Crest, a company based in Hong Kong This
company has nc activity other than as the 100% holding company
of the ultimate subsidiary, a metal products manufacturer based in
Thailland The ultimate subsidiary 1s ACS Asia (1996) Company
timited which 15 registered in Thailland

This interest was acquired on 10 November 2008 at a cost of
£465,752 for cash

Impairment testing

Individual assets are tested for impairment whenever events or
changes In arcumstances indicate that the carrying amount of an
asset may exceed Its recoverable amount, being the higher of net
realisable value and value In use Any such excess of carrying value
over recoverable amount or value in use 15 taken as a debit to the
tncome statement

Provisions

A provision 1s recognised (n the balance sheet when the Company
has a present legal or constructive obhgation as a result of a past
event, and It 1s probable that an outflow of economic benefits will
be required to settie the obligation If the effect1s materal
provisions are determmned by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific
to the habilty

MERCATOR GOLD PLT
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Leased assets

In accordance with 1AS 17, leases in terms of which a Company
assurnes substantially all the nisks and rewards of ownership are
classified as finance leases All other leases are regarded as
operating leases and the payments made under them are charged
to the income statement on a straight line basis over the lease term

Taxation

Current tax 1s the tax currently payable based on taxable profit for
the period

Deferred income taxes are catculated using the hability method on
ternporary differences Deferred tax s generally provided on the
difference between the carrying amounits of assets and liabilibies and
therir tax bases However, deferred tax 1s not provided on the inival
recogmition of goodwill or on the Infiat recognition of an asset

or hability unless the related transaction 1s a business cormnbination
or affects tax or accounting profit Deferred tax on temporary
differences associated with shares in subsidiaries and joint ventures
15 not provided if reversal of these temporary differences can be
controlled by the Company and itis probabte that reversal wall

not occur in the foreseeable future In addition, tax losses available
to be carned forward as well as other iIncome tax credits to the
Company are assessed for recognition as deferred tax assets

Deferred tax habihties are prowided i full, with no discounting
Deferred tax assets are recogrised to the extent that it 1s probable
that the underlying deductible temporary differences will be able
10 be offset agatnst future taxable ncome Current and deferred
tax assets and habilities are calculated at tax rates that are expected
1o apply to their respective period of realisation, provided they are
enacted or substantively enacted at the balance sheet date

Changes in deferred tax assets or habilities are recognised as a
component of tax expense In the Income statement, except where
they relate to items that are charged or credited directly to equity,
in which case the related deferred tax 1s also charged or credited
directly to equity

Investments in subsidiaries

Subsidiaries are all entities over which the Group has the power to
govern the financial and operating policies so as to claim benefit
from their activities

The investments in subsidianes held by the Company are valued at
cost less any provision for imparment that 1s considered to have
occurred the resultant loss being recognised in the income statement

Investment in assocate

An associate 1s an entity over which the Group has significant
influence and that 15 neither a subsidiary nor an interest in a joint
venture Sigruficant influence 15 the power to participate in the
financial and operating policy decisions of the investee but 1s not
control or joint control over those policies The investments are
initially recogrised at cost and adjusted for the Group's share of
the changes In the net assets of the investee after the date of
acquisition and for any imparrment in value If the Group's share of
losses of an assocate exceeds its interest in the associate, the Group
continues recognising its share of further losses As at 30 September
2009 the Company had no asscaate Company as 1ts influence over
Silver Swan, a former associate, had been diminished



Equity
Equity compnses the following

* “Share caprtal” represents the nominal value of equity shares,
both ordinary and deferred

* “Share premium” represents the excess over nommal value
of the fair value of consideration received for equity shares,
net of expenses of the share issues

s "QOther reserves” represent the equity component of convertible
debentures 1ssued, plus the equity component of share options
1ssued

s “Retained fosses” include all current and prior year resuits as
disclosed in the income statement

*  Exchange reserve includes the amounts described i more
detail in the following note on foreign currency below

Foreign currency

The financial statements are measured in Pounds Sterling which
15 the currency of the primary economic environment of the
Group and the accounts are presented in that currency

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the date of the
transaction or at an average rate where 1t 15 not practicable to
translate individual transactions Foreign exchange gains and
losses are recognised in the income statement

Monetary assets and liabilities denominated in a foreign currency
are translated at the rates ruling at the balance sheet date

The assets and hiabilities of the Group’s foreign operations are
translated at exchange rates ruling at the balance sheet date
Income and expense items are translated at the average rates

for the penod Exchange differences are classified as equity and
transferred to the Group's exchange reserve Such differences are
recogmsed In the iIncome statement in the peniods 1n which the
aperation 15 disposed of

Share-based employee remuneration

The Company operates equity-settted share-based remuneration
plans for remuneration of some of its employees The Company
awards share options to certain Company Directors and employees
to acquire shares of the Company

All goods and services received in exchange for the grant of any
share-based payment which vested after the Company's transition
to IFRS are measured at their farr values Where employees

are rewarded using share-based payments, the far vatues of
employees’ services are determined indirectly by reference

to the fair value of the instrument granted to the employee

The fair value 1s appraised at the grant date and excludes the
impact of non-market vesting conditions Fair value 1s measured
by use of the Black Scholes model The expected life used In the
model has been adjusted, based on management's best estimate,
for the effects of non-transferability, exercise restrictions, and
behawioural considerations

All equity-settled share-based payments are ultimately reccgnised
as an expense in the income statement with a corresponding credit
{0 "other reserves”

If vesting penods or other non-market vesting conditions apply,

the expense 1s allocated over the vesting penod, based on the best
available estimate of the number of share options expected to vest
Esttmates are subsequently revised if there 15 any indication that
the number of share options expected to vest differs from previous
esttnates Any cumulative adjustment prior to vesting is recognised
in the current period No adjustment 15 made to any expense
recognised in prior years if share options ultimately exercised are
different to that estimated on vesting

Upon exercise of share options the proceeds receved net of
attnbutable transaction costs are crechted to share capital and,
where appropnate, share premium

Financal instruments

The Group's financial assets comprise cash and cash equivalents,
investments and loans and recewables Financial assets are
assigned to the respective categones on iibial recognmtion,
depending on the purpose for which they were acquired This
designation Is re-evaluated at every reporting date at which a
chaice of classification or accounting treatment 1s available

The Group’s loans, investments and recevables are non-derwative
financial assets with fixed or determinable payments that are not
qucted in an active market Loans and recewvables are measured
at fair value on imitial recognition After iniial recognition they
are measured at amortised cost using the effective Interest rate
method, less any provision for impairment Any change in their
value 1s recognised in profit or loss The Group s recervables fall
into this category of finangial instruments  Discounting 15 omitted
where the effect of discounting 1s immatenial All recevables are
considered for impairment on a case-by-case basis when they are
past due at the balance sheet date or when objective evidence I1s
received that a specific counterparty will default

Financial habilities and equity instruments are classified according
1o the substance of the contractual arrangemenis entered nto

An eguity instrument 15 any contract that evidences a residual
interest in the assets of the entity after deducting all of its financial
liabilities Any instrument that includes a repayment abligation

i1s classified as a hability

Where the contractual habilities of financial instruments {including
share capital) are equivalent to a similar debt instrument, those
finanaal instruments are classed as financial fiabilities, and are
presented as such in the balance sheet Finance costs and gains
or losses relaung to financial habilities are included in the profit
and loss account Finance costs are calculated so as to produce

a constant rate of return on the outstanding liability

Where the contractual terms of share capitat do not have any
features meeting the definition of a financial habibty then
such capital 1s classed as an equity Instrument Diwvidends and
distributions relating to equity instruments are debited direct
to equity
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NOTES TO THE FINANCIAL STATEMENTS conTiNuED

For the 15 manths ended 30 September 2009

Compound financal instruments
Compound financial mstruments comprise both habiity and equity

components At issue date, the farr value of the habilty component

15 estimated by discounting rts future cash flows at an interest
rate that wouid have been payable on a similar debt instrument
without any equity conversion option The liability component ts
accounted for as a financial liabity

The difference between the net i1ssue proceeds and the liability
companent, at the time of 1ssue, 15 the residual or equity
component, which ts accounted for as an equity instrument

Transaction costs that relate to the 1ssue of a compound financial
instrument are allocated to the labiity and equity components
of the instrument in proportion to the allocation of the proceeds

The interest expense on the liability component Is calculated by
applying the effective interest rate for the lability component
of the instrument The difference between any repayments and
the interest expense is deducted from the carrying amount of
the habilty

Crntical accounting estimates and judgements

The preparation of financial statements in conformity with

IFRS requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and llabilities, income and expenses The
estimates and associated assumptions are based on historical
expenence and vanous other factors that are believed 1o be
reasonable under the arcumstances, the results of which form
the basis of making the judgements about carrying values of
assets and liabihties that are not readily apparent from other
sources Actual results may differ from these estimates

The estimates and undertying assumptions are reviewed on an
ongoing basis Revisions to accounting estimates are recognised
In the year in which the estimate s revised if the rewision affects
only that year or in the year of the revision and future years if
the revision affects both current and future years

In the preparation of these accounts, management have made
a cntical jJudgement that they are expecting to recover at least
10% of the total funds onginally invested in MGA as referred
to in Note 1 — General information and 'geing concern’

Going concern basis

The Group accounts have been prepared on a going concern basis
Since reporting on the accounts for year ended 30 June 2008 the
Company has dwersified considerably and the Directors no longer
believe the survival of the Company 1s dependent on the realisation
of the 10% residual interest in 1its former subsidiary In Australia
While dependent on the Directors' ability to raise funds to finance
the ongoing actmities of the Group, the Direciors believe 1t remains
nght and proper to prepare the accounts on a going concern basis
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Deferred taxation

No deferred tax assets are recognised, In view of the uncertainty
of the timing or ulumate recoverability of such amounts Note S
gives further detail This 15 a key judgement in that the amounts
potentially involved are not capable of reasonably accurate
computation and are uncertain of recovery The point at which
this policy 1s expected to be capable of review wili be after the
completion of the subsidiary Company's period under
adrnistration which 1s continuing as at 30 September 2009

Share based paymants

The Group has applied the reguirements of IFRS2, in accordance
with the transitional provisions, to all equity mnstruments granted
after 19 November 2004 which had not vested at 1 July 2006
Directors, senior executives, employees and consuftants of the
Group have been granted options to subscribe for ordinary shares
All options are share settled

3 Operating loss

Period ended  Year ended
30 September 3D June
The operating loss ts stated 2009 2008
after charging £ £
Depreciation of property, plant
and equipment 58,516 4,145
Loss on sale of fixed assets 457 -
Operating lease expenses 13,843 13,980
Share based payments - 476620
Share based payments relating to
an Assoclate 25,729 -
Auditors' remuneration for
Audit services 54,019 45400
Fees payable for other services 13,506 -
Other services related to tax 6,250 11,600
Other services related to corporate finance - 3,840

4 Loss per share

{Loss} /profit per share 15 calculated by reference to the loss for the
period of £4,452,525 (2008 loss £31,883,479) and the weighted
number of shares in 1ssue during the penod of 80,844,092 (2008

62,517,432)

There 15 no dilutive effect of share options on the loss for the
current penod
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COI‘pOI'atIOH tax expense

The relationship between the expected tax expense based on the corporation tax rate of 28% for the 15 months to 30 September

2009 (2008 30%) and the tax expense actually recognised in the income statement can be reconciled as follows

Period ended Year ended
30 September 30 June
2009 2008
E £

Group {loss) / profit for the period before tax (4,439,970) (31,897,735)
{Loss) / profit on activities at standard rate of corporation tax of 28% {1,243,192) (3,569,321)
Expenses not deductible for tax purposes 136,310 154,684
Impairment of subsidiary undertaking 617,646 9,013,200
Income not taxable (15,245) -
Depreciation In excess of capital atlowances 162 430
Utihsation of tax iosses brought forward (46,029} -
Loss carried / (brought) forward 550,348 340,891
Current tax Income / expense, net - (60,116)

The Company has a potential deferred tax asset of £550,348 mn relatron to tax losses carrned forward A deferred tax asset has not
been recognised In respect of these losses as there 1s no certainty 1n regards to the level and timing of future profits

Staff numbers and costs

Period ended ‘Year ended

30 September 30 June

2009 2008

Number Number

Dtrectors 5 6
Production 87 -
Logistics 17 -
Administration 25 3
Total 134 9
Period ended Year ended

30 September 30 June

The aggregate payroll costs of these persons were as follows 2003 2008
£ [

Staff wages and salaries 961,819 103,892
Staff share options expense - 240,199
Staff sooal security and penston costs 32,936 13,558
Directors cash based emoluments 544,776 306,012
Directors share hased payment expense - 236,421
1,539,531 900,082

The highest paid Director received remuneration of £175,499 (2008 £132,834)
Detalls of each Director s share options and interests in the Company's shares are shown in the Directors Report starting on page 11

Finance income and expenses

Period ended Year ended

30 September 30 June

Finance expenses 2009 2008
f f

Interest cost imputed on unwinding convertible toan discount 103,851 35,502
Issue costs of convertible loan amortised 74,981 29992
Interest paid on convertible loan 363,046 154,730
541,878 220,224
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7 Finance income and expenses continued

NOTES TO THE FINANCIAL STATEMENTS conTINUED

For the 15 months ended 30 September 2009

Finance income 2009 2008
£ £
Interest on cash and cash equivalents 16,140 22,504
Total 16,140 22,504
Property, plant and equipment
Group Furniture Land
and Office improvements  Machinery & Motor
fittings eguipment & Buildings equipment vehicles Total
Cost f f f £ £ £
At 1 July 2008 1,335 11,618 - - - 12,953
Additions arising on acquisition 92 086 547 884 483,245 78 564 1,201,779
Additions 7,643 18,867 35,030 61540
Disposals (1,097} (1,097)
Exchange differences ansing on translation 1265 7.503 6,637 1,073 16,478
At 30 September 2009 1,335 111515 574,254 524,912 79,637 1,291,653
Deprecation £ £ £ £ £ £
At 1 July 2008 863 8,404 - - - 9,267
Depreciation anising on acquisition 67 725 185,555 409,204 45 344 707,828
Disposals (640) - - - (640)
Cepreciation for the 15 months 334 11,176 20,538 17,544 8,924 58,516
Exchange differences arising on translation 935 2,556 5,607 630 9,728
At 30 September 2009 1,197 87 600 208,649 432,355 54,898 784,699
Net Book value
At 1 July 2008 472 3214 - - - 3,686
At 30 September 2009 138 23,915 365,605 92,557 24,739 506,954
Company
Cost Furniture and fittings Office equipment Total
£ £ £
At 1 July 2008 1,335 11,618 12,953
Addiions - 804 804
Disposals - (1,097} (1,097}
At 30 September 2009 1,335 11325 12,660
Deprecation
At 1 July 2008 863 8,404 9,268
Disposals - (640) (604)
Depreciation for the 15 months 334 2,335 2,669
At 30 September 2009 1,197 10,100 11,297
Net Book value
At 1 July 2008 472 3,214 3,686
At 30 September 2009 138 1,225 1,363

The Group s property, plant and equipment are free from any mortgage or charge
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9 Investments

Investrnent in Investment
associated in Loans to Other
company subsidiaries subsidrary ventures Total
£ £ £ £ £
Cost as at 1 July 2008 1,093,339 50,001 3,151,759 - 4,295,099
Advance to subsidiary in 15 month penod - - 2 450,981 - 2,450,981
Investment 10 subsidiary - 465,752 - - 465,752
Investment In overseas ventures . - - 266,574 266,574
Share of loss In associate {371,630) - - - (371,630)
Share of changes in equity of associate 44,383 - - - 44,383
Share based payment adjustment (25,729) - - - {25,729)
Disposals (107,157 - - - (107,157)
Gain resulting from dilution of holding 331,211 - - - 331,21
Revaluation on ceasing 1o be an associate 1,452,816 - - - 1,452,816
Impairment {2,205,882) - (2,205,882}
Reclassified as an investment available for sale (2,417,233) - - (2,417,233)
Reclassified as a trade debtor - - {3,396,858) - (3,396,858}
Balance at 30 September 2009 - 515,753 - 266,574 782,327
At 20 September 2009, the Company has interests in the following investments and subsidiary undertzkings
Descnption
Principal and effective
Country of Principal country of  proportion of
Subsidianies Incorporation activity operation shares held
Gold Crest Hong Holding Hong 0%
Kong company Kong ordinary
Island Gold plc UK Dormant UK 100%
On 4 March 2010 This company changed its name ordlnary
from ksland Gold ple to Electrum Resources pic
10 Trade and other receivables
Group Company
2009 2008 2009 2008
£ £ £ £
Amount owed by a former subsidiary 3,396,858 - 3,396,858 -
Trade receivables 1,128,494 - 10,821 -
Prepayments and accrued income 19,310 43 605 19,310 43 605
Debtor {or share subscription 172,820 28,391 172,820 28,391
Other recewvables - 8,000 40,000 8,000
4,717,482 79,996 3,639,809 79,996
The assets Iisted above are unsecured
The short-term carrying values are considered to be a reasonable appreximation of the fair value
11 Cash and cash equivalents
. Group Company
Cash and cash eguwvalents at 30 September 2009 2009 2008 2009 2008
consisted of the followang f £ £ £
Deposits at banks 343,594 24620 56,660 24 620
Cash on hand 511 282 484 282
344,105 24,902 57,144 24,902

MERCATOR GOLD PLC 2 7
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NOTES TO THE FINANCIAL STATEMENTS conTINuED

For the 15 months ended 30 September 2009

12 Share Capital and Share Premuum Accounts

The share capital of Mercator Gold plc consists of two classes of shares Ordinary Shares which have equal nghts to receive dividends
or capital repayments and all shares represent one vote at shareholder meetings of Mercator Gold plc The Deferred Shares have
limited nights laid out in the Company's Articles 1n particular they have no night to dividends or to attend or vote at shareholder
meetings, and deferred share capital is only repayable after nom:nal share capital has been repaid

a) Authornised share capital

At 30 June 2008 Number of Shares Nominal Value
Ordinary shares of 10 pence each 200 000 000 £20,000,000

At 30 September 2009 after restructuning on 29 May 2009
Ordinary shares of 0 1 pence each 1,000,000,000 £1,000,000
Deferred shares of 9 9 pence each 200,000,000 £19,800,000
£20 800,000

Number of Ordinary Share Deferred
shares shares premium Shares Total
b} Changes in 1ssued share capital and share premium £ £ £ £
At 30 June 2008 — Ordinary shares of 10p each 62,674 911 6,267,491 27,182,233 - 33,449,724
Shares issued during July 2008 10,600,000 1,000,000 2,760,000 - 3,760,000
72,674,911 7,267,491 29942 233 - 37,209,724
Following restructuring this became

Deferred shares of 9 9p each 72,674,911 - - 7,194 816 7,194,816
New ordinary shares of 0 1p each 72,674,911 72,675 29942233 - 30,014,908
72,674,911 72,675 29,942,233 7194,816 37,209,724
Shares issued following the restructunng — less 1ssue costs 42,500,000 42,500 807,500 - 850,000
Shares issued in payment of creditors 5,384,808 5,385 102,311 - 107 696
Shares issued in lieu of loan note interest 674,410 674 12,815 - 13,489
Share warrangs exercsed 9,353 9 459 - 468
Balance at 30 September 2009 121,243,482 121,243 30,865,318 7,194,816 38,181,377

All the shares issued are fully paid up and none of the Company’s shares are held by any of its subsidiaries or assocrates
¢} Potential 1ssue of ordinary shares

Share options

During the penod the Company granted share options to key personnel to purchase shares in the entity The options are exercisable
at the market price of the shares at the date of grant and most vest immediately

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

Weighted Number of weighted Number of
average options average oplians

exerdise price exercise price
2009 2009 2008 2008

E £
Exercisable at the beginning of the year 087 7,615,000 080 5,165,000
Granted during the perod - - 099 2,810,000
Exercised during period 07s (25,000) 063 (150,000)
Forfeited durning peniod 095 {1,810,000) 082 {210,000)
Exercisable at the end of the penod 087 5,780,000 087 7,615,000

The options outstanding at 3@ September 2009 have an exercise price in the range of £0 60 to £1 20 and a weighted average
remaining contractual life of 3 36 years (2008 5 02 years)

MERCATOR GOLD MLC
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12 Share Capital and Share Premium Accounts continued

13

Weighted Number of Woeighted Number of
average warrants average warrants
EXercise price exercise price

Share warrants 2009 2009 2008 2008
Exercisable at the beginning of the year 075 273,450 ¢ 82 1,603,450
Granted durning the peniad 002 10,312,290 - -
Exercised during the period 002 (9,353) 060 {280,000)
Expired In period - - 08s {1,050,000)
Exercisable at the end of the penod 004 10,576,387 07s 273,450

Share-based payments

The fair value of services received in return for share options granted are measured by reference to the farr value of share options
granted The estimate of the fair value of the services receved 1s measured based on the Black-Scholes valuation mode! An expected
average life of 3 5 years for the options 15 used as an Input Into the model, after incorporating expectations of early option exercises
or forfertures There were no options granted In the current financia! period

Farr value of share options and assumptions 2009 2008
£ f
Farr value at measurement date - 476,620
Waeighted average share price - £0 87
Waeighted average exercise price - £0 99
Expected volatility (expressed as weighted average volatility
used 1n the model using the Black-Scholes model) - 35 0%
Average option hfe in years - 35
Expected dividends - -
Weighted average rnisk-free interest rate (based on national government bonds) - 4 58%

The expected volatility 15 based on the historic volatility based on the expected Iife of the share options, adjusted for any expected

changes to future volatiity due to publicly availabfe information

There are no service or market related condritions associated with share option exergises

2009 2008
£ £
Share options granted - 2,810,000
Total expense recogrised as employee costs - 476,620
Trade and other payables - short term
Trade payables at 30 September 2009 consisted of the following
Group Company
2009 2008 2009 2008
2 £ £ £
Trade payabies 1,744,784 205 166 56,120 155,666
Amount owed to a Director 254,817 2,677 - 2,677
Amount owed to a subsidiary - - 49,395 49,500
Other creditors and accruals 403,805 127 587 284,456 127,587
Socal security and employee taxes 3,461 3,644 3,461 3,644
Provisions for costs and contingencies 118,698 - - -
2,525,565 339,074 393,432 339,074
The payables lsted above were all unsecured
MERCATOR GOLD PLC
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NOTES TO THE FINANCIAL STATEMENTS conTINUED

For the 15 months ended 30 September 2009

14

15

16

17

18

Interest beaning liabilities

Group and Company 2009 2008
£ £
Convertible ioan notes — 8 5% 2,565,995 2 206,214

On 17 October 2007 the Company 1ssued three-year convertible loan notes carrying a coupon rate of 8 5% interest, payable quarterly
In cash or, at the holder's option, by the issue of shares at £0 95 per share for the first year and at £1 20 per share thereafter After

18 months the Company had the option to redeem the notes at face value plus double the accrued interest outstanding at the time
of the Company giving notice of redemption The holder of the notes has the option of accepting the payment in cash or (in the case
of the interest payment, subject to the avallability of sufficient authonsed, unissued share capital) ordinary shares at the rate of £0 95
per share 1n years one or twa and £1 20 per share in year three

On 15 July 2008 the Company issued a three year convertible note carrying a coupon rate of 8 5%, payable quarterly in cash or, at
the holdars option, by the 1ssue of shares at £0 50 per share for the second year and at £0 62 5 for the thrd year No conversion
right existed in the first year After 18 months the Company had the option to redeem the notes at face value plus double the accrued
interest outstanding at the time of the Company gives notice of redemption The holder of the notes has the option of accepting

the payment n cash or {In the case of the interest payment, subject to the avallability of sufficent authonsed, unissued share caprtal)
ordinary shares at the rate of £0 50 per share in years one or two and £0 62 5 per share in year three

Inventones - Group

2009

£

Raw materials 454,142
Work in progress 196,532
Finished goods 238,327
889,001

There were no inventones as at 30 June 2008 as all inventories exist in a subsidiary acquired during this accounting period

Capital management

The Group’s objective when managing capital 1s to safeguard the entity’s ability to continue as a going concern and develop 1ts mining
and other activities to provide returns for shareholders and benefns for other stakeholders

The Group's capital structure comprises all the components of equity (all share capital, share premium, retained earnings when
earned and other reserves) When considering the future capital requirements of the Group and the potental to fund specific
project development via debt, the Directors consider the risk charactenstics of the underlying assets in assessing the optimal capital
structure

Related party transactions

Group Company
2009 2008 2009 2008
£ f £ £
Amounts payable to a Director at 30 September 2009 254,817 2,677 - 2,677

Detalls of Directors’ emoluments are disclosed in Note 6

The Directors are the only key management Transactions with the subsidiary undertakings are disclosed in Note 18 and this Note

Advances made to a director

During the 15 month penod advances were made to Mr P A Harford as follows

Advances 34,659
Repayments achieved through expense claims 38,979
Amount owed at the penod end MY

MERCATOR GOLD FLC
ARNUAL REPORT & ACCOUNTT 2099




19

20

21

Commitments and contingencies

Caprtal expenditure commitment

The Company had no commitments (2008 nul) in respect of capital expenditure contracted for but not provided for 1n these financial
statements

Operating lease commutments
Detalls of operating lease commitments are set out in Note 20 below
Operating leases

Non-cancellable operating lease liabilities of the Group are as follows

2009 2008

Payable £ £
In less than one year 13,843 13 980
Between one and two years - 9,550
Between two and five years - -
13,843 23,530

Risk management ocbpectives and pohaes

The Group's principal financial assets compnse cash and cash equivalents, other recevables, investments and prepayments In
addition the Company’s financial assets include amounts due from its principal operating subsidiary, Mercator Gold Austraha Pty Ltd,
which 1s held at cost less a provision for imparrment The Group's habilities comprise trade payables, other payables mcluding taxes
and social secunty, and accrued expenses

All the Group's financial hzhbilities are measured at amortised cost All the Group's financial assets are classified as loans, investments
and recewvables

The Board of Directors determines as required the degree to which it s approprate to use financial instuments, commodity
contiracts or other hedging contracts to mitigate financial risks

Credit risk

The Group's cash at bank 1s held at an ‘A’ rated bank Cash s held erther on current account or on short-term deposit at floating
rates of interest determined by the relevant prevaling base rate The fair value of cash and cash equivalents at 30 September 2009
and 30 June 2008 did not differ matenally from their carrying value

The Company has matenal exposure to receivables risk in respect of the loan to its subsidiary, Mercator Gold Australia Pty Limited,
presently under administration  Since the subsidsary 1s not under the Company’s control, thes nisk cannot presently be mitigated

Market risk

The Group's financal instruments potentially affected by market nsk eclude bank deposits, and trade payables An analysis is
reguired by IFRS 7, intended to lustrate the sensitivity of the Group's financial Instruments (as at period end) 1o changes in market
variables being exchange rates and interest rates

Since the bank deposits were relatively immatenal and the loan to the subsidiary was interest free, there s no matenal sensitivity
to changes in interest rates There 15 no sensitivity to exchange rates because all the Company’s assets and habiities are denominated
n £ Sterling

Interest rate risk
The Company has nc material exposure to interest rate nsk

Foreign currency risk
The Company has imited exposure to foreign currency risk because all dealings with overseas based assets are in Sterling and the
exposure to the imparred Australian subsidiary 1s not considered to be material in the context of the piovision made against it

Fair value of financial instruments

The fair values of the Company's financial instruments at 30 September 2009 and 30 June 2008 did not differ matenally from
therr carrying values

The Company's long term convertible loan note horrowing, a compound financial instrument, did not differ from 1ts carrying value

MERCATOR GOLD PLE 3 1
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NOTES TO THE FINANCIAL STATEMENTS conTinueD

For the 15 months ended 30 September 2009

21 Risk management objectives and poliaes continued

Liguidity risk

The Company, at its present stage of development 1s partially funded by revenue from operations It therefore finances its
cperations through the issue of equity share capital and debt in order to ensure sufficient cash resources are maintained to meet
shart-term liabilities and future project development requirements Management monitors availability of funds in relation to forecast
expenditures in order to ensure timely fundraising Funds are raised in discrete tranches to finance actvities for imited penods
Funds surplus to immediate requirements are placed in iguid, low rnsk investments

The Company's ability to raise finance 1s subject 1o market perceptions of the success of its current established and developing
projects, and of the other ventures undertaken by the Company durning the period and subsequently Due to the uncertain state
of financial markets there can be no certainty that future funding wili continue to be available

The table below sets out the matunty profile of financial abilities as at 30 September 2009

£000
Due in less than one month 406
Due between one and three months 1,587
Due between three months and one year 335
Due after one year 198
2,526

In addition as disclosed in Note 14, the Company alse has 1n 1ssue £2,565,995 of convertible loan notes currently classed as non-
current liabilities that are redeemed at the option of the Company

22 Analysis by activity

Period ended 30 September 2009 Year ended 30 June 2008

Metai Finance Metal Finance and

products and other products other

External revenue 4,064,306 16,140 - 22,504
Interest Income 21,181 13,959 - -
Net profit / (foss} 36,828 {4,488,353) - (31 897 735)
Total assets 2,984,937 6,359,967 - 4,403,683
Total labilities 2,226,552 2,026,792 - 2,545,288
Capital expenditure 60,736 804 - -
Deprecation & amortisation 55,847 2,609 - 4,145

No geographical anatysis 1s provided as this would replicate the analysis above with the metal products activity being in Asia and the
finance and other activity being in Europe

MERCATOR GOLD PLC
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Consolidated cash flow statement

Acquisition of subsidianes

2009
£
Net assets acquired
Property, plant and equipment 480,268
Other non-current assets 5,104
Bank and cash balances 139,415
Trade and other receivables 707,044
Inventories 883,333
Other current assets 151,548
Trade and other payables (535,623)
Provisions for future expense (232,875)
Net assets of the subsidiaries acquired 1,598,214
Negative goodwill on acquisition (22,452}
1,575,762
Purchase consideration satisfied by
Non-cash contributions
Purchase consideration to be paid by installments 821,770
Amount due to Mendien Capital Limited 29,109
Professional fee payable 20,719
Amount due to Mercator Gold Plc 38,810
Share capital of the Company issued and to issued 199,602
1,110,010
Cash payment 465,752
1,575,762
Net cash outflow on acquisition
Purchase consideration paid by cash 465,752
Banrk and cash balances acguired (139,415)
Net cash outflow on acquisition 326,337

Post balance sheet events

On 7 October 2009 the Company placed 3,125,000 New Crdinary Shares at 4 pence raising £125 000 of new caprtal

On 17 November 2009 the Company announced the placing of 20,000,000 New Ordinary Shares for a consideratton of
3,000,000 shares in Uranio AG in a share swap arrangement Uranio is a Swiss company quoted on the Frankfurt, Berlin
and Stuttgart stock exchanges and has extensive Uranium-rich assets mn the Central African Republic and In Argentina

On 2 March 2010 the Company announced t had commenced Due Diligence having entered into a binding Heads of
Agreement { 'HOA ") with Urarmio AG 1n refation to all the exploration and mining hicences held by Uranio in Argentina

On 4 March 2010 the company’s wholly owned subsidiary changed 1ts name from island Geld plc to Electrum Resources ple
On 15 March 2010 the Company placed 16,900 000 New Ordinary Shares at 2 S5p raising £422,500

©On 16 March 2010 the Company announced the binding Heads of Agreement ("HQA ) with THEMAC Resources Group Lid
{"THEMAC ") in relation 1o the sale of its 100% holding of New Mexico Copper Corporation {*NMCC } The consideration
for this 1s 10 5 mullion fully paid shares and 10 5 million warrants valid for five years, and exercisable on a one for one basis
at CAN30 28, in THEMAC

QOn 17 March 2010 the Company placed 2,000,600 New Ordinary Shares raising £50,000

MERCATOR GOLD PLC
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Please note that this document 1s important and requires your immediate attention If you are n any doubt as to the action
to be taken, please consult an independent adviser mmediately

If you have sold or transferred or otherwise intend to sell or transfer all of your holding of ordinary shares in the Company
prior to the Annual General Meeting of the Company on 28 Apnl 2010 at 10 30am, you should send this document, together
with the accompanying Form of Proxy, to the (intended) purchaser or transferee or to the stockbroker, bank or other agent
through whom the sale or transfer was or is to be effected for transmisston to the (intended) purchaser or transferee

0 MERCATOR GOLD PLC

Company Number 5079979

Notice of Annual General Meeting

MERCATOR GOLD PLC (the Company )

NOTICE IS HEREBY GIVEN THAT the Annual General Meeting of the Company will be hetd at East India Club, 16 5t James’s Square,
London SW1Y 4LH on 28 Apnl 2010 at 10 30am in order to consider and, if thought fit, pass resolutions 1 to 6 as Ordinary
Resolutions and resolutions 7 to 9 as Special Resolutions -

Ordinary Resolutions

1 To re-elect as a director Michael de Villiers who 15 retinng in accordance with Article 114 of the Company’s Articles of Assccaten
and who being eligible 1s offering himself for re-elecuon

2 Tore-elect as a director Michael Ehias who is reunng in accordance with Article 114 of the Company’s Articles of Association and
who being eligible 15 offening himself for re-efection

3 To receve, consider and adopt the Directors’ report and accounts of the Company for the 15 months ended 30 September 2009

4 To re-appoint Wilkins Kennedy of Bridge House, 4 Borough High Street,London Bridge, London SE1 9QR, as auditors of the
Company and to authorise the Birectors to determine their remuneration

5 That the Directors be generally and unconditonally authorised pursuant to Section 551 of the Companies Act 2006 (the “Act”)
to allot shares in the Company ar grant nghts to subscribe for or to convert any secunty into shares in the Company {"Rights”}
up to an aggregate nominal amount of £800,000 provided that this authenty shall, unless previously revoked or varied by the
Company in general meeting, expie at the conclusion of the next Annual General Meeting of the Company following the date
of the passing of this resalution or (if earlier) 12 months from the date of passing this resolution, but so that the directors may
before such expiry make an offer ar agreement which would or might require relevant secunties to be allotted after such expiry
and the directors may allot refevant secunties in pursuance of that offer or agreement as if the authority hereby conferred had
not exprred

This authonity 1s in substitution for all previous authonties conferred on the Directors in accordance with Section 80 of the
Companies Act 1985, or Section 551 of the Act

6 That the Directors be authorised to negobate with holders of options issued under the Mercater Gold plc Unapproved Share
Option Plan for the cancellation of such options and the 1ssue to such holders of up to 25,000,000 replacement options under
the terms of the Mercator Gold plc Unapproved Share Option Plan

MERCATOR GOLD PLC
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Speaial Resolutions

7 That

7 1 the Articles of Association produced 1o the meeting and initialled by the Chairman of the meeting for the purpose of
identification be adopted as the Articles of Association of the Company in substitution for, and to the exclusion of, the
existing Articles of Association, and

7 2 with immedate effect the Articles of Association of the Company be amended by deleting all the provisions of the
Company’s Memorandurm of Association which, by virtue of section 28 of the 2006 Act, are to be treated as provisions of
the Company’s Articles of Association

8 That, subject to the passing of Resclution 5, the Directors be given the general power to aliot equity securities {as defined by
Section 560 of the 2006 Act) for cash, either pursuant to the authonty conferred by Resolution 5 or by way of a sale of treasury
shares, as if Section 561(1) of the 2006 Act did not apply to any such allotment, provided that this power shall be himuted to

8 1 the allotment of equity securities in connection with an offer by way of a nights i1ssue
811 to the holders of ordinary shares in proportion {(as nearly as may be practicable) to therr respective holdings and
81 2 to holders of other equity secunties as required by the nghts of those secunties or as the Directors otherwise consider
necessary, but subject to such exclusions or other arrangements as the Board may deem necessary or expedient In
relation to treasury shares, fracional entitlements, record dates, legal or practica! problems in or under the laws of any

territory or the requirements of any regulatory body or stock exchange, and

8 2 the allotment (otherwise than pursuant to paragraph 7 1 above) of equity secunties up to an aggregate nominal amount of
£800,000

The power granted by this resolution wifl unless renewed, varied or revoked by the Company, expire at the conclusion of the
next Annual General Meeting the Company following the date of the passing of this resolution or (f earlier} 12 months from the
date of passing this resolution, save that the Company may, befere such expiry make offers or agreements which would or might
require equity secunities to be allotted after such expiry and the Directors may allot equity secunties in pursuance of any such
offer or agreement notwithstanding that the power conferred by this resolution has expired

This resolution revokes and replaces all unexercised powers previously granted to the Directors to allot equity securities as (f
either section 83(1) of the Companies Act 1985 or section 561(1) of the 2006 Act did not apply, but without prejudice to any
allotment of equity securities already made or agreed to be made pursuant to such authonties

9 That the name of the Company be changed to Electrum Resources plc

By order of the Board

MI de Villiers
Company Secretary

Registered Office Peek House, 20 Eastcheap, London EC3M 1EB

Dated 26 March 2010
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NOTES

A member entitled to attend and vote at the meeting s also entitled to
appoint a proxy to attend and vote on a poll instead af him A proxy may
demand or jon in demanding, a poll A proxy need not be a member of
the Company

Completion 2rd return of the form of proxy will not preclude ordinary
shareholders from attending or voting at the meeting, if they so wish

To be effective this proxy form must be lodged with the Company s
registrars Comngputershare investor Services plc The Paviions Bridgwater
Road Bristol BS13 BAE United Kingdom not later than 48 hours before
the time of the meeting or any adjournment thereaf together if
appropnate with the power of attorney or other authority Of any) under
which 1t I1s signed cr a notanally certified copy of such power or where
the proxy form has been signed by an officer on behalf of a carporation
a notanally certified copy of the autharity under which 1t 1s signed

In the ¢ase of a joint holding a proxy need cnly be signed by one jont
holder If more than one such joint holder lodges a proxy only that of the
haolder first on the register of members will be counted Any alterations
made to this proxy should be intialled

If you submit more than one valid proxy appointment the appointment
recewved last before the latest time for the receipt of proxies will take
precedence

In the case of & corporation this proxy must be given under 1ts common
seal or be signed on it5 behalf by an attorney or officer duly authorised

Any power of attorney or any other authonty under which this proxy
form 15 signed (or a duly cerified copy of such power or authonity} must
be included with the proxy form

A copy of the balance sheet and every document required by law to be
annexed to it which are to be laid before the above mentioned mesting
are enclosed The register of interests of the directors in the share capiial
of the Company and copies of contracts of service of directors with the
Company will be available for inspection at the registerad office of the
Company during normal business hours {Saturdays and public hohdays
excepied) from the date of this notice untl the cendusion of the Annual
General Meeting

Pursuant to Regulat:on 41 of the Uncertificated Secunties Regulations
2001 the time by which a persen must be entered on the regster of
members in order to have the nght 10 attend and vote at the Annual
General Mesting 15 10 30am on 26 April 201C (being not mere than
48 hours prior to the tme fixed for the Meeting) or If the Meeting Is
adjourned such time Betng not more than 48 hours prior to the time
fixed for the adjourned meeting Changes o entries on the reqister of
mernbers after that time will be disregarded in determining the night ot
any person {o attend or vote at the Meeting

MERCATOR GOLD PLLC
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10 CREST members who wish to appoint a proxy or proxies by utiising the

CREST electronic proxy appointment service may do so by uthsing the
procedures descrnibed in the CREST Manual CREST Personat Members
or other CREST spensored members and those CREST members who
have appointed a voting senvice provider(s) should refer ta thew CREST
sponsor or voling service prowider{s) who will be able ta take the
appropriate action on therr behalf

In arder for a proxy appontment made by reans of CREST to be valid
the appropriate CREST message must be transmitted so as to be recewved
by the Company s agent Computershare [nvestor Services plc (whose
CREST 1D 15 3RASD) by the specified latest time(s) for receipt of proxy
appomtments For this purpose, the trme of recerpt will be taken 1o be
the tme (as determined by the timestamp apphed to the message by
the CREST Applications Host) from which the Compary's agent 1s able
to retneve the message by enguiry to CREST i the manner prescribed

The Company may treat as invahd a CREST Proxy instruction » the
circumstances set out in Regulation 35(5)(4) of the Uncertificated
Secunties Regulations 2001
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