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Montezuma Mining Company Limited

Directors’ Report

Your directors submit their report on the consolidated entity (referred to hereafter as the Group) consisting of Montezuma Mining
Company Limited and the entities it controlled at the end of, or during, the year ended 30 June 2010.

DIRECTORS

The names and details of the Company’s directors in office during the financid year and until the date of this report are as follows.
Where applicable, al current and former directorships held in listed public companies over the last three years have been detailed bel ow.
Directors were in office for this entire period unless otherwise stated.

Names, qualifications, experience and special responsibilities

DenisO’'Mear a, JP, AMAusIMM (Non Executive Chairman, audit committee member)

Mr O'Meara is a Prospector and founder of De Grey Mining Ltd. Mr O’ Meara has a lifelong involvement in mining, prospecting and
exploration. He has been involved in several major resource and exploratory discoveries in Western Austraia including Miraga Creek,
Sulphur Springs, Gorge Range, Indee (Wingina and Orchard Tank Well) (Pilbara), Horans Dam (Kalgoorlie), Triangle Bore (Mt Magnet)
and Weld Range (Murchison). His activities have supported severd corporate fund raisings/listings since 1969. His prospecting has also
led to joint ventures with 17 companies. Mr O'Meara is the discoverer of the Beyondie Bluff gold and base meta anomalies and
originally sampled for gold at the Indee Turner River Gold Belt in 1987. He was awarded AMEC Prospector of the Year in 2004, jointly
with Geoff Blackburn.

Mr O'Meara has served as an Executive Councillor of AMEC, a board member of AGIC (Austraian Gold Industry Council) for its 10-
year duration and board member of the Port Hedland Port Authority from 1972 to 1985. He aso received a Nationad Outstanding
Achievement Award - Greening Australia, 1991 and served as a board member of the Kings Park and Botanica Gardens, Perth, 1994 -
1996. Within the last 3 years Mr O’ Meara has been a former director of De Grey Mining Limited and Shaw River Resources Limited.

Justin Brown, B.Sc. (Hon), (Managing Director)

Mr Brown is a geologist with extensive experience in minerals exploration in Australia and New Zealand. He has a strong technical
background with experience in the full spectrum of mineral exploration and mining from grass roots target generaion through ta
resource mining and mine production.

Mr Brown's previous experience in the mining industry culminated in a position managing exploration for alarge multinational company
in the Leonora, Edjudinaand Marvel Loch regions of Western Australia. He is the founding Managing Director of the Company.

Mr Brown has aso worked in business circles away from mining and exploration, having founded and operated a successful internet
services consultancy enhancing his management expertise which he brings to the Board. Mr Brown has not held any former directorships
inthelast 3 years.

John Ribbons, B.Bus., CPA, ACIS (appointed 14 July 2010)

Mr Ribbonsis an accountant who has worked within the resources industry for over fifteen years in the capacity of company accountant,
group financial controller or company secretary.

Mr Ribbons has extensive knowledge and experience with ASX listed production and exploration companies. He has considerable site
based experience with operating mines and has aso been involved with the listing of severa exploration companies on ASX. Mr
Ribbons has experience in capita raising, ASX and TSX compliance and regulatory requirements. Mr Ribbons has not held any former
directorshipsin the last 3 years.

lan “Inky” Corneliuswas a director from the beginning of the financial year until 14 July 2010.

COMPANY SECRETARY
John Ribbons

Interests in the shares and options of the Company and related bodies corporate

As at the date of thisreport, theinterests of the directors in the shares and options of Montezuma Mining Company Limited were:
Options over

Ordinary Ordinary
Shares
Shares
Denis O' Meara 700,000 1,102,500
Justin Brown 1,100,000 5,512,500
John Ribbons 153,337 638,334
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Directors' Report continued

PRINCIPAL ACTIVITIES

During the year the Group carried out exploration on its tenements and applied for or acquired additiona tenements with the objective of
identifying economic mineral deposits.
There was no significant change in the nature of the Group's activities during the year.

DIVIDENDS
No dividends were paid or declared during the financia year. No recommendation for payment of dividends has been made.

REVIEW OF OPERATIONS

Finance Review

The Group began the financia year with a cash reserve of $2,243,208. Funds were used to acquire and actively advance the Group’s
projectslocated in Australia

During the year total tenement acquisition and exploration expenditure incurred by the Group amounted to $1,502,725. In line with the
Group's accounting policies, al exploration expenditure was written off at year end. The Company received income of $4,477,482
(2009: $2,000,000) from the sale of tenement interests and royalty receipts, and recognised a fair value gain on financia assets of
$3,307,410 (2009: $203,010 fair value loss). Net administration expenditure incurred amounted to $1,233,119. This has resulted in an
operating profit after income tax for the year ended 30 June 2010 of $5,049,048 (2009: $349,145).

At 30 June 2010 surplus funds availabl e totalled $6,091,406.

Operating Results for the Year
Summarised operating results are as follows:

2010
Revenues Results
$ $

Consolidated entity revenues and profit from ordinary activities before income tax expense 7,926,693 5,049,048
Shareholder Returns

2010 2009
Basic earnings per share (cents) 12.0 0.8
Diluted earnings per share (cents) 11.0 0.8

Risk Management

The board is responsible for ensuring that risks, and aso opportunities, are identified on atimely basis and that activities are aligned with
the risks and opportunities identified by the board.

The Group bdieves that it is crucid for all board members to be a part of this process, and as such the board has not established a
separate risk management committee.

The board has a number of mechanisms in place to ensure that management's objectives and activities are aigned with the risks
identified by the board. These include the following:

« Board approval of a strategic plan, which encompasses strategy statements designed to meet stakehol ders needs and manage business
risk.
« Implementation of board approved operating plans and budgets and board monitoring of progress against these budgets.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
Significant changesin the state of affairs of the Company during the financia year were as follows:
o During April 2010 the Company received $4 million from the sale of the Mt Padbury Project.

« During October 2009 the Company issued 233,333 ordinary shares with a deemed value of $35,000 as consideration for consulting
services.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

No matters or circumstances, besides those disclosed at note 24, have arisen since the end of the financial year which significantly
affected or may significantly affect the operations of the Company, the results of those operations, or the state of affairs of the Company
in future financial years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Company expects to maintain the present status and level of operations and hence there are no likely developments in the
Company’ s operations.
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Directors' Report continued

ENVIRONMENTAL REGULATION AND PERFORMANCE
The Group is subject to significant environmental regulation in respect to its exploration activities.

The Group ams to ensure the appropriate standard of environmenta care is achieved, and in doing so, that it is aware of and isin
compliance with all environmental legidation. The directors of the Group are not aware of any breach of environmental legidation for
the year under review.

REMUNERATION REPORT
The information provided in this remuneration report has been audited as required by section 308(3C) of the Corporations Act 2001.

Principles used to determine the nature and amount of remuneration

Remuneration Palicy

The remuneration policy of Montezuma Mining Company Limited has been designed to align director and executive objectives with
shareholder and business objectives by providing a fixed remuneration component and offering specific long-term incentives based on
key performance areas affecting the Company's financial results. The board of Montezuma Mining Company Limited beieves the
remuneration policy to be appropriate and effective in its ability to attract and retain the best executives and directors to run and manage
the Company.

The board's palicy for determining the nature and amount of remuneration for board members and senior executives of the Company is
asfollows:

The remuneration policy, setting the terms and conditions for the executive directors and other senior executives, was devel oped by the
board. All executives receive a base sdary (which is based on factors such as length of service and experience) and superannuation. The
board reviews executive packages annualy by reference to the Company’s performance, executive performance and comparable
information from industry sectors and other listed companiesin smilar industries.

The board may exercise discretion in relation to approving incentives, bonuses and options. The policy is designed to attract and retain
the highest calibre of executives and reward them for performance that results in long-term growth in shareholder weal th.

Executives are dso entitled to participate in the employee share and option arrangements.

The executive directors and executives receive a superannuation guarantee contribution required by the government, which is currently
9%, and do not receive any other retirement benefits.

All remuneration paid to directors and executives is vaued at the cost to the Company and expensed. Options are valued using the
Black-Schol es methodol ogy.

The board policy is to remunerate non-executive directors at market rates for comparable companies for time, commitment and
responsibilities. The board determines payments to the non-executive directors and reviews their remuneration annually, based on market
practice, duties and accountability. Independent externa advice is sought when required. The maximum aggregate amount of fees that
can be paid to non-executive directors is subject to approval by shareholders at the Annual Generd Meeting (currently $200,000). Fees
for non-executive directors are not linked to the performance of the Company. However, to align directors interests with shareholder
interests, the directors are encouraged to hold sharesin the Company.

Performance based remuneration
The Company currently has no performance based remuneration component built into director and executive remuneration packages.

Company performance, shareholder wealth and directors' and executives' remuneration

The remuneration policy has been tailored to increase the direct positive relationship between shareholders investment objectives and
directors and executives performance. Currently, thisisfacilitated through the issue of options to the majority of directors and executives
to encourage the alignment of personal and shareholder interests. The Company believes this policy will be effective in increasing
shareholder wealth. At commencement of mine production, performance based bonuses based on key performance indicators are
expected to be introduced. For details of directors and executives interests in options a year end, refer to note 18 of the financial
Statements.

Details of remuneration

Details of the remuneration of the directors, the key management personnel of the Group (as defined in AASB 124 Related Party
Disclosures) and specified executives of Montezuma Mining Company Limited and the M ontezuma Mining Company Group are set out
in the following table.

The key management personnel of Montezuma Mining Company Limited and the Group include the directors and company secretary as
per page 3.

Given the size and nature of operations of Montezuma Mining Company Limited and the Group, there are no other employees who are
required to have their remuneration disclosed in accordance with the Corporations Act 2001.
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Directors' Report continued

Key management personnel and other executives of Montezuma Mining Company Limited and the Group

Shar e-based
Short-Term Post Employment Payments Total
Saay Retirement
& Fees Non Monetary Superannuation benefits Options
$ $ $ $ $ $

Directors
Denis O' Meara

2010 42,637 2,265 3,837 - - 48,739

2009 45,377 1,609 4,084 - - 51,070
Justin Brown

2010 157,250 2,265 14,153 - 55,850 229,518

2009 160,442 1,609 14,440 - 9,900 186,391
lan Cornelius

2010 29,750 2,265 - - - 32,015

2009 31,500 1,609 - - - 33,109
Terrance Grammer (resigned 30 April 2009)

2009 28,410 1,341 2,557 - - 32,308
Other key management per sonnel
John Ribbons

2010 - - - - - -

2009 - - - - 3,300 3,300
Total key management personnel compensation

2010 229,637 6,795 17,990 - 55,850 310,272

2009 265,729 6,168 21,081 - 13,200 306,178

Service agreements
The details of service agreements of the key management personnel of Montezuma Mining Company Limited and the Group are as
follows:
Justin Brown, Managing Director:
Term of agreement — 30 June 2012.

Annual sdary of $200,000 (plus 9% statutory superannuation) plus the provision of income protection insurance, to be reviewed
annually.

Payment of termination benefit on early termination by the Company, other than for gross misconduct, equal to six months total
saary.

Share-based compensation

Options are issued to directors and executives as part of their remuneration. The options are not issued based on performance criteria, but
are issued to the majority of directors and executives of Montezuma Mining Company Limited to increase goal congruence between
executives, directors and shareholders. The following options were granted to or vesting with key management personnel during the year:

Value per
Exerciss  option at
Granted Price grant date Exercised % of
Grant Date  Number  Vesting Date Expiry Date (cents) (cents) Number Remuneration
Directors
Justin Brown 30/11/2009 500,000 30/11/2009  30/11/2012 20.0 11.2 N/A 24.3

There were no ordinary shares issued upon exercise of remuneration options to directors or other key management personnel of
Montezuma Mining Company Limited during the year.
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Directors' Report continued

DIRECTORS’ MEETINGS

During the year the Company held five meetings of directors. The atendance of directors at meetings of the board were:

Directors Meetings

Audit Committee Mesetings

A B A B
Denis O' Meara 5 5 * *
Justin Brown 4 5 * *
lan Cornelius 5 5 2 2
Notes

A - Number of meetings atended.
B - Number of meetings held during the time the director held office during the year.
* Not a member of the Audit Committee.

SHARES UNDER OPTION

At the date of thisreport there are 27,195,267 unissued ordinary shares in respect of which options are outstanding.

Number of options

Balance a the beginning of the year

M ovements of share optionsduringtheyear:

Issued, exercisable at 30 cents, on or before 16 April 2011
Issued, exercisable at 20 cents, on or before 30 November 2012
Issued, exercisable at 35 cents, on or before 30 November 2012
Exercised/cancelled (20 cents, 2 March 2012)

Total number of options outstanding as at 30 June 2010

M ovements of shar e options after thereporting date:
Issued, exercisable at 20 cents, on or before 31 August 2011
Exercised (20 cents, 31 August 2011)

Exercised (20 cents, 2 March 2012)

Total number of options outstanding as at the date of thisreport

The balance is comprised of the following:

25,500,267

250,000
1,500,000
50,000
(475,000)

26,825,267

600,000
(155,000)
(75,000)

27,195,267

Expiry date Exercise price (cents) Number of options
16 April 2011 30 250,000
23 July 2011 35 1,500,000
31 August 2011 20 (listed) 15,995,267
31 August 2011 20 600,000
31 August 2011 35 4,500,000
2 March 2012 20 800,000
30 November 2012 20 3,500,000
30 November 2012 35 50,000
Total number of options outstanding at the date of thisreport 27,195,267

No person entitled to exercise any option referred to above has or had, by virtue of the option, aright to participate in any share issue of

any other body corporate.

SHARES ISSUED ON THE EXERCISE OF OPTIONS

The following ordinary shares of Montezuma Mining Company Limited were issued during the year ended 30 June 2010, and up to the
date of thisreport, on the exercise of options. No amounts are unpaid on any of the shares.

Date options granted Issue price of shares Number of sharesissued

9 November 2006 20 cents 150,000
2 March 2007 20 cents 250,000
400,000
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Directors' Report continued

INSURANCE OF DIRECTORS AND OFFICERS

During or since the financia year, the Company has paid premiums insuring all the directors of Montezuma Mining Company Limited
against costsincurred in defending proceedings for conduct invalving:

(a) awilful breach of duty; or

(b) acontravention of sections 182 or 183 of the Corporations Act 2001,
as permitted by section 199B of the Corporations Act 2001.
Thetotal amount of insurance contract premiums paid is $7,920.

NON-AUDIT SERVICES

The following non-audit services were provided by the entity's auditor, Rothsay Chartered Accountants or associated entities. The
directors are satisfied that the provision of non-audit services is compatible with the genera standard of independence for auditors
imposed by the Corporations Act 2001. The directors are satisfied that the provision of non-audit services by the auditor, as set out
below, did not compromi se the auditor independence requirements of the Corporations Act 2001 for the following reasons:

— All non-audit services have been reviewed by the audit committee to ensure they do not impact the impartiaity and objectivity of the
auditor;

— None of the services undermine the general principles rlating to auditor independence as set out in APES 110 Code of Ethics for
Professional Accountants.

Rothsay Chartered Accountants received or are due to receive the following amounts for the provision of non-audit services:

2010 2009
$ $
Tax compliance services 2,000 2,000

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of the
company, or to intervene in any proceedings to which the company is a party, for the purpose of taking responsibility on behalf of the
company for al or any part of those proceedings.

No proceedings have been brought or intervened in on behalf of the company with leave of the Court under section 237 of the
Corporations Act 2001.

AUDITOR’S INDEPENDENCE DECLARATION
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out on page 9.

Signed in accordance with aresolution of the directors.

qi(d\r

Justin Brown
Managing Director

Perth, 23 September 2010



QOTHSAY

96 Parry Street, Perth WA 6000 P.O. Box 8716, Perth Business Centre WA 6849
Phone (08) 9227 0552 www.rothsay.com.au

The Directors
Montezuma Mining Company Ltd
PO Box 8535
Perth Business Centre WA 6849

Dear Sirs
In accordance with Section 307C of the Corporations Act 2001 (the "Act") |

hereby declare that to the best of my knowledge and belief there have been:

i) no contraventions of the auditor independence requirements of the Act in
relation to the audit review of the 30 June 2010 financial statements; and

i)  no contraventions of any applicable code of professional conduct in relation
to the audit.

A

Frank Vrachas (Lead auditor)

Mo FE—

Rothsay Chartered Accountants

Dated 2> September 2010

Chartered Accountants

Liability limited by the Accountants Scheme, approved
under the Professional Standards Act 1994 (NSW).
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Corporate Governance Statement

The Board of Directors

The Company's constitution provides that the number of directors shal not be less than three and not more than nine. There is no
requirement for any share holding qualification.

As and if the Company's activities increase in size, nature and scope the size of the board will be reviewed periodicaly, and as
circumstances demand. The optimum number of directors required to supervise adequately the Company's constitution will be
determined within the limitations imposed by the constitution.

The membership of the board, its activities and composition, is subject to periodic review. The criteriafor determining the identification
and appointment of a suitable candidate for the board shall include quality of the individua, background of experience and achievement,
compatibility with other board members, credibility within the Company's scope of activities, intellectua ability to contribute to board's
duties and physical ability to undertake board's duties and responsibilities.

Directors are initially appointed by the full board subject to eection by shareholders at the next general meeting. Under the Company's
constitution the tenure of a director (other than managing director, and only one managing director where the position is jointly held) i<
subject to reappointment by shareholders not later than the third anniversary following his or her last appointment. Subject to the
requirements of the Corporations Act 2001, the board does not subscribe to the principle of retirement age and there is no maximum
period of service as a director. A managing director may be appointed for any period and on any terms the directors think fit and, subject
to the terms of any agreement entered into, may revoke any appointment.

The board considers that the Company is not currently of a size, nor are its affairs of such complexity to justify the formation of separate
or special committees (other than an Audit Committee) at this time. The board as a whole is able to address the governance aspects of
the full scope of the Company's activities and to ensure that it adheres to appropriate ethical standards.

Role of the Board

The board's primary role is the protection and enhancement of long-term sharehol der value.

To fulfil thisrole, the board is responsible for oversight of management and the overall corporate governance of the Company including
its strategic direction, establishing goals for management and monitoring the achievement of these goals.

Appointmentsto Other Boards

Directors are required to take into consideration any potentia conflicts of interest when accepting appoi ntments to other boards.

Independent Professional Advice

The board has determined that individua directors have the right in connection with their duties and responsibilities as directors, to seek
independent professional advice at the Company's expense. With the exception of expenses for legal advice in relation to director's rights
and duties, the engagement of an outside adviser is subject to prior approval of the Chairman and this will not be withheld unreasonably.

Continuous Review of Corporate Governance

Directors consider, on an ongoing basis, how management information is presented to them and whether such information is sufficient to
enable them to discharge their duties as directors of the Company. Such information must be sufficient to enable the directors to
determine appropriate operating and financial strategies from time to timein light of changing circumstances and economic conditions.
The directors recognise that minera exploration is an inherently risky business and that operationa strategies adopted should,
notwithstanding, be directed towards improving or maintaining the net worth of the Company.

ASX Principles of Good Corporate Governance

The board has reviewed its current practices in light of the revised ASX Corporate Governance Principles and Recommendations with &
view to making amendments where applicabl e after considering the Company's size and the resources it has available.

As the Company's activities develop in size, nature and scope, the size of the board and the implementation of any additional formal
corporate governance committees will be given further consideration.

The board has adopted the revised Recommendations and the following table sets out the Company's present position in relation to each
of the revised Principles.

10
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Corporate Governance Statement continued

Principle 1:

11

12

13

Principle 2:
21

22

2.3

24

25

2.6

Principle 3:

31

3.2

A = Adopted

ASX Principle Status

Lay solid foundations for

management and over sight

Companies should establish the A
functions reserved to the board and

those del egated to senior executives

and disclose those functions

Companies should disclose the N/A
process for evauating the

performance of senior executives

Companies should provide the A
information indicated in the Guideto  (in part)
reporting on Principle 1

Structurethe board to add value

A majority of the board should be A
independent directors

The chair should be an independent A
director

Theroles of chair and chief executive A
officer should not be exercised by the

same individua

The board should establish a A
nomination committee

Companies should disclose the N/A
process for evauating the

performance of the board, its

committees and individual directors

Companies should provide the A
information indicated in the Guideto  (in part)
reporting on Principle 2

Promote ethical and responsible

decision-making

Companies should establish a code of A

conduct and disclose the code or a

summary of the code as to:

« the practices necessary to
maintain confidence in the
Company's integrity

» the practices necessary to take
into account their legal
obligations and the reasonable
expectations of their stakeholders

« theresponsbility and
accountability of individuas for
reporting and investigating
reports of unethical practices

Companies should establish a policy A

concerning trading in Company

securities by directors, senior
executives and employees, and
disclose the policy or a summary of
that policy

N/A = Not adopted

Refer ence/comment

Matters reserved for the board are included on the Company’s
website.

The remuneration of executive and non-executive directors is
reviewed by the board with the exclusion of the Director concerned.
The remuneration of management and employees is reviewed by the
Managing Director and approved by the Board.

Acting in its ordinary capacity, the board from time to time carries
out the process of considering and determining performance issues.

The positions of Chairman and Managing Director are held by
separate persons.

The full board is the nomination committee. Acting in its ordinary
capacity from time to time as required, the board carries out the
process of determining the need for screening and appointing new
Directors. In view of the size and resources available to the Company
it is not considered that a separate nomination committee would add
any substance this process.

Given the size and nature of the Company a formal process for
evaluating performance has not been devel oped.

The skills and experience of Directors are set out in the Company’ s
Annual Report and on its website.

The Company has formulated a Code of Conduct which can be
viewed on the Company’ s website.

The Company has formulated a securities trading policy, which can
be viewed on the Company’ s website.

11
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Corporate Governance Statement continued

3.3

Principle 4:

41

4.2

4.3

4.4

Principle5:

51

5.2

Principle 6:

6.1

6.2

A = Adopted

ASX Principle

Companies should provide the
information indicated in the Guide to
reporting on Principle 3

Safeguard integrity in financial
reporting

The board should establish an audit
committee

The audit committee should be
structured so that it:
consists only of non-executive
directors
consists of amgjority of
independent directors
is chaired by an independent
chair, who is not chair of the
board
has at |east three members
The audit committee should have a
formal charter
Companies should provide the
information indicated in the Guide to
reporting on Principle 4

M aketimely and balanced
disclosure

Companies should establish written
policies designed to ensure
compliance with ASX Listing Rule
disclosure requirements and to ensure
accountability at a senior executive
level for that compliance and disclose
those policies or a summary of those
policies

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

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

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

N/A = Not adopted

Status

A

A

N/A

> >

Refer ence/comment

The full Board carries out the duties that would normaly fall to the
Audit Committee. The charter for this committee is disclosed on the
Company’ s website.

The Company has instigated internal procedures designed to provide
reasonable assurance as to the effectiveness and efficiency of
operations, the reliability of financia reporting and compliance with
relevant laws and regulaions. The board is acutely aware of the
continuous disclosure regime and there are strong informal systems
in place to ensure compliance, underpinned by experience.

The Board receives monthly reports on the status of the Company’ <
activities and any new or proposed activities. Disclosure is reviewed
as aroutine agendaitem at each board meeting.

In line with adherence to continuous discl osure requirements of ASX,
all shareholders are kept informed of major devel opments affecting
the Company. This disclosure is through regular shareholder
communications including the Annua Reports, Half Yearly Reports,
Quarterly Reports, the Company Website and the distribution of
specific releases covering major transactions and events or other
price senditive information.

The Company has formulated a Communication Policy which can be
viewed on the Company’ s website.

12
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Corporate Governance Statement continued

Principle 7
7.1

7.2

7.3

7.4

Principle 8:
8.1

8.2

8.3

A = Adopted

ASX Principle

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

The board should require
management to design and
implement the risk management and
internal control system to manage the
Company’s materia businessrisks
and report to it on whether those risks
are being managed effectively. The
board should disclose that
management has reported to it asto
the effectiveness of the Company’s
management of its materia business
risks

The board should disclose whether it
has received assurance from the chief
executive officer (or equivalent) and
the chief financial officer (or
equivalent) that the declaration
provided in accordance with section
295A of the Corporations Act is
founded on a sound system of risk
management and internal control and
that the system is operating
effectively in al material respectsin
relation to financial reporting risks
Companies should provide the
information indicated in the Guide to
reporting on Principle 7

Remunerate fairly and responsibly
The board should establish a
remuneration committee

Companies should clearly distinguish
the structure of non-executive
directors' remuneration from that of
executive directors and senior
executives

Companies should provide the
information indicated in the Guide to
reporting on Principle 8

N/A = Not adopted

Status

N/A

N/A

Refer ence/comment

While the Company does not have formalised policies on risk
management the board recognises its responsibility for identifying
areas of significant business risk and for ensuring that arrangements
are in place for adequatdly managing these risks. This issue is
regularly reviewed a board meetings and risk management culture is
encouraged amongst employees and contractors.

Determined areas of risk which are regularly considered include:

performance and funding of exploration activities

budget control and asset protection

status of mineral tenements

land access and native title considerations

compliance with government |aws and regulations

safety and the environment

continuous disclosure obligations

share market conditions

economic risk
Wh|Ie the Company does not have formalised policies on risk
management it recognises its responsibility for identifying areas of
significant business risk and for ensuring that arrangements are in
place for adequately managing these risks. This issue is regularly
reviewed at board meetings and risk management culture is
encouraged amongst employees and contractors.

The full Board carries out the duties that would normaly fall to the
Remuneration Committee.

For details on the Remuneration Committee refer to the Annual
Report and the Corporate Governance section of the Company’s
website.
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Montezuma Mining Company Limited

Consolidated Statement of Comprehensive Income

2010 2009
$ $

REVENUE 4 574,283 143,830
Other income 5 7,352,410 2,000,000
EXPENDITURE

Depreciation expense (11,270) (14,308)
Salaries and employee benefits expense (119,156) (99,600)
Exploration expenditure (1,502,725) (1,234,456)
Secretaria and share registry expenses (58,870) (53,831)
Administration expenses (217,389) (165,840)
Share based payment expense 27 (187,505) (23,640)
Other expenses - (203,010)
PROFIT BEFORE INCOME TAX 5,829,878 349,145
INCOME TAX EXPENSE 7 (780,830) -

TOTAL COMPREHENSIVE INCOME FOR THE YEAR ATTRIBUTABLE TO
MEMBERS OF MONTEZUMA MINING COMPANY LIMITED 5,049,048 349,145

EARNINGS PER SHARE FOR PROFIT ATTRIBUTABLE TO THE ORDINARY

EQUITY HOLDERS OF THE COMPANY:

Basic earnings per share (cents per share) 26 12.0 0.8
Diluted earnings per share (cents per share) 26 11.0 0.8

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the Notes to the Consolidated Financial Statements.
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Montezuma Mining Company Limited

Consolidated Statement of Financial Position

AT 30 JUNE 2010 Notes Consolidated
2010 2009
$ $

CURRENT ASSETS

Cash and cash equivalents 8 6,091,406 2,243,208
Trade and other receivables 9 63,635 41,784
Financial assets at fair value through profit or loss 10 2,498,000 118,590
TOTAL CURRENT ASSETS 8,653,041 2,403,582

NON-CURRENT ASSETS

Receivables 11 594,300 594,300
Plant and equipment 12 32,548 30,280
TOTAL NON-CURRENT ASSETS 626,848 624,580
TOTAL ASSETS 9,279,889 3,028,162
CURRENT LIABILITIES

Trade and other payables 13 556,232 391,888
Current tax liabilities 166,130 -
TOTAL CURRENT LIABILITIES 722,362 391,888

NON-CURRENT LIABILITIES

Deferred tax liabilities 14 614,700 -
TOTAL NON-CURRENT LIABILITIES 614,700 -
TOTAL LIABILITIES 1,337,062 391,888
NET ASSETS 7,942,827 2,636,274
EQUITY

Issued capital 15 5,720,610 5,650,610
Reserves 16(a) 666,627 479,122
Retained earnings/(accumul ated | osses) 16(b) 1,555,590 (3,493,458)
TOTAL EQUITY 7,942,827 2,636,274

The above Consolidated Statement of Financial Position should be read in conjunction with the Notes to the Consolidated Financial Statements.
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Montezuma Mining Company Limited

Consolidated Statement of Changes in Equity

YEAR ENDED 30 JUNE 2010 Contributed Options Accumulated

Notes Equity Reserve Losses Total
Consolidated $ $ $ $
BALANCE AT 1 JULY 2008 5,608,610 451,982 (3,842,603) 2,217,989
Profit for the year 16(b) - - 349,145 349,145
TOTAL COMPREHENSIVE INCOME - - 349,145 349,145
TRANSACTIONS WITH OWNERS IN THEIR CAPACITY AS
OWNERS
Shares issued during the year 15 42,000 - - 42,000
Optionsissued to suppliers 16(a) - 3,500 - 3,500
Employee and consultant options 16(a) - 23,640 - 23,640
BALANCE AT 30 JUNE 2009 5,650,610 479,122 (3,493,458) 2,636,274
Profit for the year 16(b) - - 5,049,048 5,049,048
TOTAL COMPREHENSIVE INCOME - - 5,049,048 5,049,048
TRANSACTIONS WITH OWNERS IN THEIR CAPACITY AS
OWNERS
Shares issued during the year 15 70,000 - - 70,000
Employee and consultant options 16(a) - 187,505 - 187,505
BALANCE AT 30 JUNE 2010 5,720,610 666,627 1,555,590 7,942,827

The above Consolidated Statement of Changesin Equity should be read in conjunction with the Notes to the Consolidated Financial Statements.
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Montezuma Mining Company Limited

Consolidated Statement of Cash Flows

2010 2009
$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and empl oyees (342,089) (305,981)
Interest received 98,228 148,057
Receipts from royalties on mining interests 432,482 -
Proceeds on sale of mining interests 4,445,000 2,000,000
Expenditure on mining interests (1,738,755) (943,391)
Proceeds from disposal of financid assets at fair value through profit or loss 1,000,000 -
Payments for financial assets at fair value through profit or loss (72,000) -
NET CASH INFLOW FROM OPERATING ACTIVITIES 25 3,822,866 898,685
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for plant and equipment (9,668) (7,789)
NET CASH (OUTFLOW) FROM INVESTING ACTIVITIES (9,668) (7,789)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares 35,000 -
NET CASH INFLOW FROM FINANCING ACTIVITIES 35,000 -
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 3,848,198 890,896
Cash and cash equivalents at the beginning of the financial year 2,243,208 1,352,312
CASH AND CASH EQUIVALENTS AT THE END OF THE FINANCIAL YEAR 8 6,091,406 2,243,208

The above Consolidated Statement of Cash Flows should be read in conjunction with the Notes to the Consolidated Financial Statements.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principa accounting policies adopted in the preparation of the financia statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated. The financial statements are for the consolidated entity consisting
of Montezuma Mining Company Limited and its subsidiaries. The financiad statements are presented in the Austradian currency.
Montezuma Mining Company Limited isacompany limited by shares, domiciled and incorporated in Australia. The financial statements
were authorised for issue by the directors on 23 September 2010. The directors have the power to amend and reissue the financia
Statements.

(a) Basis of preparation
These genera purpose financia statements have been prepared in accordance with Australian Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Australian Accounting Interpretations and the Corporations Act 2001.

Compliance with IFRS

The consolidated financid statements of the Montezuma Mining Company Limited Group comply with International Financial Reporting
Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

Historical cost convention

These financid statements have been prepared under the historica cost convention, as modified by the revaluation of available-for-sale
financial assets, financial assets and liabilities (including derivative instruments) at fair value through profit or loss, certain classes of
property, plant and equipment and investment property.

Financial statement presentation

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

(b) Principles of consolidation
(i) Subsidiaries
The consolidated financid statements incorporate the assets and liabilities of all subsidiaries of Montezuma Mining Company Limited

(“Company” or “parent entity”) as at 30 June 2010 and the results of all subsidiaries for the year then ended. Montezuma Mining
Company Limited and its subsidiaries together are referred to in this financia report asthe Group or the consolidated entity.

Subsidiaries are all entities (including specia purpose entities) over which the Group has the power to govern the financia and operating
policies, generally accompanying a shareholding of more than one-half of the vating rights. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from the date
that control ceases.

The acquisition method of accounting is used to account for business combinations by the Group.

Intercompany transactions, balances and unreaised gains on transactions between Group companies are eliminated. Unrealised |osses are
also eliminated unless the transaction provides evidence of the impairment of the asset transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency with the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated statement of comprehensive
income, statement of changes in equity and statement of financial position respectively.

Investments in subsidiaries are accounted for at cost in theindividual financial statements of Montezuma Mining Company Limited.

(ii) Changesin ownership interests

The Group treats transactions with non-controlling interests that do not result in aloss of control as transactions with equity owners of
the Group. A change in ownership interest results in an adjustment between the carrying amounts of the controlling and non-controlling
interests to reflect their relative interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling
interests and any consideration paid or received is recognised in a separate reserve within equity attributable to owners of Montezuma
Mining Company Limited.

When the Group ceases to have control, joint control or significant influence, any retained interest in the entity is remeasured to its fair
value with the change in carrying amount recognised in profit or loss. The fair value is the initid carrying amount for the purposes of
subsequently accounting for the retained interest as an associate, jointly controlled entity or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as if the group had directly disposed of
the related assets or liabilities. This may mean that amounts previously recognised in other comprehensive income are reclassified to
profit or loss.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements continued

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

If the ownership interest in ajointly controlled entity or associate is reduced but joint control or significant influence is retained, only a
proportionate share of the amounts previously recognised in other comprehensive income are reclassified to profit or loss where

appropriate.

(iii) Changesin accounting policy

The Group has changed its accounting policy for transactions with non-controlling interests and the accounting for loss of control, joint
control or significant influence from 1 July 2009 when a revised AASB 127 Consolidated and Separate Financial Statements became

operative. The revisions to AASB 127 contained consequential amendments to AASB 128 Investments in Associates and AASB 131
Interestsin Joint Ventures.

Previously transactions with non-controlling interests were treated as transactions with parties external to the Group. Disposals therefore
resulted in gains or losses in profit or loss and purchases resulted in the recognition of goodwill. On disposal or partial disposal, a
proportionate interest in reserves attributabl e to the subsidiary was reclassified to profit or loss or directly to retained earnings.

Previously when the Group ceased to have control, joint control or significant influence over an entity, the carrying amount of the
investment at the date contral, joint control or significant influence ceased became its cost for the purposes of subsequently accounting
for the retained interests as associ ates, jointly controlled entity of financia assets.

The Group has applied the new policy prospectively to transactions occurring on or after 1 July 2009. As a consequence, no adjustments
were necessary to any of the amounts previously recognised in the financial statements.

(c) Segment reporting

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

Changein accounting policy

The Group has adopted AASB 8 Operating Segments from 1 July 2009. AASB 8 replaces AASB 114 Segment Reporting. The new
standard requires a ‘ management approach’, under which segment information is presented on the same basis as that used for internal
reporting purposes. There has been no change to the reportable segments required to meet the new standard.

(d) Revenuerecognition

Revenue is measured at the fair value of the consideration received or receivable. The Group recognises revenue when the amount of
revenue can be reliably measured and it is probable that future economic benefits will flow to the entity.

(i) Royaltiesincome
Royalty income from the Company’ s Tribute Mining Agreement is recognised upon receipt of payment from the Perth Mint to the miner
for each ddlivery of gold to the Perth Mint by the miner, in accordance with the terms of the Tribute Mining Agreement.

(i) Interest income
Interest revenue is recognised on atime proportionate basis that takes into account the effective yield on the financia assets.

(e) Income tax

The income tax expense or revenue for the period is the tax payable on the current period’s taxable income based on the applicable
income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to
unused tax | osses.

The current income tax chargeis cal culated on the basis of the tax laws enacted or substantively enacted at the end of the reporting
period in the countries where the Company’ s subsidiaries and associated operate and generate taxable income. Management periodically
eval uates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriae on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not accounted for if it arises from
initia recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the reporting date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that future taxable
amounts will be available to utilise those temporary differences and | osses.

Deferred tax assets and liahilities are offset when there is alegally enforceable right to offset current tax assets and liabilities and when
the deferred tax balances relate to the same taxation authority. Current tax assets and tax liabilities are offset where the entity has a
legally enforceabl e right to offset and intends either to settle on anet basis, or to realise the asset and settle the liability simultaneously.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements continued

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case, the tax is aso recognised in other comprehensive income or directly in equity, respectively.

(f) Leases

Leases of property, plant and equipment where the Company, as lessee, has substantidly all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the lease’s inception at the fair value of the leased property or, if lower, the
present value of the minimum lease payments. The corresponding rental obligations, net of finance charges, are included in other short-
term and long-term payables. Each lease payment is alocated between the liability and finance cost. The finance cost is charged to profit
or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liahility for each period.
The property, plant and equipment acquired under finance leases is depreciated over the shorter of the asset’s useful life and the lease
term.

Leases where a significant portion of the risks and rewards of ownership are not transferred to the Company as lessee are classified as
operating leases (note 21). Payments made under operating leases (net of any incentives received from the lessor) are charged to profit or
loss on a straight-line basis over the period of the lease.

(g) Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and are tested annudly for impairment,
or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’ s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash inflows which are largely independent of the cash inflows from other assets or groups of
assets (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of
the impairment at each reporting date.

(h) Cash and cash equivalents

For statement of cash flows presentation purposes, cash and cash equivalents includes cash on hand, deposits held at call with financial
ingtitutions, other short-term highly liquid investments with origina maturities of three months or less that are readily convertible to
known amounts of cash and which are subject to insignificant risk of changesin value, and bank overdrafts.

(i) Trade and other receivables

Receivables are recognised and carried at original invoice amount less a provision for any uncollectible debts. An estimate for doubtful
debtsis made when callection of the full amount is no longer probable. Bad debts are written-off as incurred.

(i) Investments and other financial assets

Classification

The Company classifies its investments in the following categories: financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale financial assets. The classification depends on the purpose for which the

investments were acquired. Management determines the classification of its investments at initia recognition and, in the case of assets
classified as held-to-maturity, re-evaluates this designation at each reporting date.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if
acquired principally for the purpose of selling in the short term. Derivatives are classified as held for trading unless they are designated
as hedges. Assetsin this category are classified as current assets.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
They are included in current assets, except for those with maturities greater than 12 months after the reporting date which are classified
as non-current assets. Loans and receivables are included in trade and other receivables in the statement of financial position.

(iii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financia assets with fixed or determinable payments and fixed maturities that the
Company’ s management has the positive intention and ability to hold to maturity. If the Company were to sdll other than an insignificant
amount of held-to-maturity financial assets, the whole category would be tainted and reclassified as avail able-for-sale. Held-to-maturity

financial assets are included in non-current assets, except for those with maturities less than 12 months from the reporting date, which are
classified as current assets.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements continued

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(iv) Available-for-salefinancial assets

Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either designated in
this category or not classified in any of the other categories. They are included in non-current assets unless management intends to
dispose of the investment within 12 months of the reporting date. Investments are designated available-for-sale if they do not have fixed
maturities and fixed or determinable payments and management intends to hold them for the medium to long term.

Financial assets - reclassification

The Group may choose to reclassify a non-derivative trading financial asset out of the held-for-trading category if the financial asset is
no longer held for the purpose of sdling it in the near term. Financid assets other than loans and receivables are permitted to be
reclassified out of the held-for-trading category only in rare circumstances arising from a single event that is unusual and highly unlikely
to recur in the near term. In addition, the Group may choose to reclassify financia assets that would meet the definition of loans and
receivables out of the held-for-trading or available-for-sale categories if the Group has the intention and ability to hold these financia
assets for the foreseeabl e future or until maturity at the date of reclassification.

Reclassifications are made at fair value as of the reclassification date. Fair value becomes the new cost or amortised cost as applicable,
and no reversas of fair value gains or losses recorded before redassification date are subsequently made. Effective interest rates for
financial assets reclassified to loans and receivables and held-to-maturity categories are determined at the reclassification date. Further
increases in estimates of cash flows adjust effective interest rates prospectively.

Recognition and derecognition

Regular purchases and saes of financial assets are recognised on trade-date — the date on which the Company commits to purchase or
sell the asset. Investments are initialy recognised a fair value plus transaction costs for all financiad assets not carried at fair value
through profit or loss. Financia assets carried at fair value through profit or loss areinitidly recognised at fair value and transaction costs
are expensed to the statement of comprehensive income. Financial assets are derecognised when the rights to receive cash flows from the
financial assets have expired or have been transferred and the Company has transferred substantially all the risks and rewards of
ownership.

When securities classified as avail able-for-sale are sold, the accumulated fair value adjustments recognised in equity are included in the
statement of comprehensive income as gains and | osses from investment securities.

Subsequent measurement
Loans and receivables and hel d-to-maturity investments are carried at amortised cost using the effective interest method.

Available-for-sale financial assets and financia assets at fair vaue through profit or loss are subsequently carried at fair value. Gains or
losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss' category are presented in the
statement of comprehensive income within other income or other expenses in the period in which they arise. Dividend income from
financial assets a fair value through profit or loss is recognised in the statement of comprehensive income as part of revenue from
continuing operations when the Company’ s right to receive payments is established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available-for-sale are andysed
between trand ation differences resulting from changes in amortised cost of the security and other changes in the carrying amount of the
security. The translation differences related to changes in the amortised cost are recognised in profit or loss, and other changes in
carrying amount are recognised in equity. Changes in the fair value of other monetary and non-monetary securities classified as
available-for-sale are recognised in equity.

Details on how the fair value of financia investmentsis determined are disclosed in note 2.

Impairment

The Company assesses a each balance date whether there is objective evidence that a financia asset or Company of financial assetsis
impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of a security
below its cost is considered as an indicator that the securities are impaired. If any such evidence exists for available-for-sale financial
assets, the cumulative loss — measured as the difference between the acquisition cost and the current fair vaue, less any impairment loss
on that financia asset previously recognised in profit or loss —is removed from equity and recognised in the statement of comprehensive
income. Impairment losses recognised in the statement of comprehensive income on equity instruments classified as available-for-sale
are not reversed through the statement of comprehensive income.

If there is evidence of impairment for any of the Group’ s financial assets carried a amortised cost, the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows, excluding future credit losses that have not
been incurred. The cash flows are discounted at the financial asset’s original effective interest rate. The loss is recognised in the
statement of comprehensive income.

(k) Plant and equipment

All plant and equipment is stated at historical cost less depreciation. Historica cost includes expenditure that is directly attributable to the
acquisition of theitems.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements continued

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance
are charged to the statement of comprehensive income during the reporting period in which they are incurred.

Depreciation of plant and equipment is calculated using the reducing balance method to allocate their cost or revalued amounts, net of
their residual values, over their estimated useful lives or, in the case of leasehold improvements and certain leased plant and equipment,
the shorter lease term. The rates vary between 20% and 40% per annum.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (note 1(g)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the statement of
comprehensive income. When revalued assets are sold, it is Company policy to transfer the amounts included in other reserves in respect
of those assetsto retained earnings.

() Exploration and evaluation costs
Exploration and eval uation costs are written off in the year they areincurred.

(m) Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of the financial year which are
unpaid. The amounts are unsecured, non-interest bearing and are paid on normal commercial terms.

(n) Employee benefits
(i) Wages and salaries and annual leave
Liabilities for wages and salaries, including non-monetary benefits, and annual leave expected to be settled within 12 months of the

reporting date are recognised in other payables in respect of employees services up to the reporting date and are measured & the
amounts expected to be paid when the liabilities are settled.

(ii) Share-based payments
The Company provides benefits to employees (including directors) of the Company in the form of share-based payment transactions,
whereby employees render services in exchange for shares or rights over shares (‘ equity-settled transactions'), refer to note 27.

The cost of these equity-settled transactions with employees is measured by reference to the fair value at the date a which they are
granted. The fair value is determined by an interna valuation using a Black-Scholes option pricing model.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which the
performance conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (‘ vesting
date’).

The cumulative expense recognised for equity-settled transactions at each reporting date until vesting date reflects (i) the extent to which
the vesting period has expired and (ii) the number of options that, in the opinion of the directors of the Company, will ultimately vest.
This opinion is formed based on the best available information at balance date. No adjustment is made for the likelihood of market
performance conditions being met as the effect of these conditionsisincluded in the determination of fair value a grant date.

No expenseis recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition.

Where an equity-settled award is cancelled, it istreated asif it had vested on the date of cancellation, and any expense not yet recognised
for the award is recognised immediately. However, if a new award is subdtituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and new award are treated as if they were a modification of the original
award.

(o) I'ssued capital
Ordinary shares are classified as equity.
Incrementd costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the

proceeds. Incremental costs directly attributable to the issue of new shares or options for the acquisition of a business are not included in
the cost of the acquisition as part of the purchase consideration.
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Montezuma Mining Company Limited

Notes to the Consolidated Financial Statements continued

30 JUNE 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(p) Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing the profit attributable to owners of the Company, excluding any costs of servicing

equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the financia year, adjusted for
bonus e ementsin ordinary shares issued during the year.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the after income

tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted average number of
shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.

(q) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not recoverable from the
taxation authority. In this caseit isrecognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST recoverable from, or
payable to, the taxation authority isincluded with other receivables or payablesin the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are
recoverable from, or payable to the taxation authority, are presented as operating cash flows.

(r) New accounting standar ds and inter pretations

Certain new accounting standards and interpretati ons have been published that are not mandatory for 30 June 2010 reporting periods. The
Group's assessment of theimpact of these new standards and interpretationsiis set out bel ow.

AASB 2009-8 Amendments to Australian Accounting Sandards — Group Cash-Settled Share-based Payment Transactions [AASB 2]
(effective from 1 January 2010)

The amendments made by the AASB to AASB 2 confirm that an entity receiving goods or services in a Group share-based payment
arrangement must recognise or expense for those goods or services regardiess of which entity in the Group settles the transaction or
whether the transaction is settled in shares or cash. They also clarify how the Group share-based payment arrangement should be
measured, that is, whether it is measured as an equity or a cash-settled transaction. The Group will apply these amendments
retrospectively for the financia reporting period commencing on 1 July 2010. There will be no impact on the Group's financid
Statements.

AASB 2009-10 Amendments to Australian Accounting Sandards — Classification of Rights I ssues [AASB 132] (effectivefrom 1 February
2010)

In October 2009 the AASB issued an amendment to AASB 132 Financial Instruments: Presentation which addresses the accounting for
addresses for rightsissues that are denominated in a currency other than the functional currency of the issuer. Provided certain conditions
are met, such rightsissues are now classified as equity regardless of the currency in which the exercise price is denominated. Previoudy,
these issues had to be accounted for as derivative liabilities. The amendment must be applied retrospectively in accordance with AASB
108 Accounting Policies, Changes in Accounting Estimates and Errors. The Group will apply the amended standard from 1 July 2010.
As the Group has not made any such rightsissues, the amendment will not have any effect on the Group’s financial statements.

AASB 9 Financial Instruments and AASB 2009-11 Amendments to Australian Accounting Standards arising from AASB 9 (effective from
1 January 2013)

AASB 9 Financial Instruments addresses the classification and measurement of financid assets and is likely to affect the Group's
accounting for its financial assets. The standard is not applicable until1 January 2013 but is available for early adoption. The group is yet
to assessits full impact. The Group has not yet decided when to adopt AASB 9.

Revised AASB 124 Reated Party Disclosures and AASB 2009-12 Amendments to Australian Accounting Sandards (effective from 1
January 2011)

In December 2009 the AASB issued arevised AASB 124 Related Party Disclosures. It is effective for accounting periods beginning on
or after 1 January 2011 and must be applied retrospectively. The amendment removes the requirement for government-related entities ta
disclose details of all transactions with the government and other government-related entities and clarifies and simplifies the definition of
ardated party. The Group will apply the amended standard from 1 July 2011. The amendments are not expected to have a significant
impact on the financial statements of the Group.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

AASB Interpretation 19 Extinguishing financial liabilities with equity instruments and AASB 2009-13 Amendments to Australian
Accounting Sandards arising from I nter pretation 19 (effective from 1 July 2010)

AASB Interpretation 19 clarifies the accounting when an entity renegotiates the terms of its debt with the result that the liability is
extinguished by the entity issuing its own equity instruments to the creditor (debt for equity swap). It requires a gain or loss to be
recognised in profit or loss which is measured as the difference between the carrying amount of the financial liability and the fair value
of the equity instruments issued. The Group will apply the interpretation from 1 July 2010, with retrospective application required. The
Group has not yet determined the potentia effect of the interpretation.

(s) Critical accounting judgements, estimates and assumptions

The preparation of these financial statements requires the use of certain critical accounting estimates. It aso requires management to
exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financia statements are:

Share based payment transactions

The Company measures the cost of equity-settled transactions with employees by reference to the fair value of the equity instruments at
the date at which they are granted. The fair value is determined by an interna valuation using a Black-Scholes option pricing model,
using the assumptions detailed in note 27.

2. FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financia risks: market risk (including currency risk, interest rate risk and price risk),
credit risk and liquidity risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and
seeks to minimise potentia adverse effects on the financia performance of the Group.

Risk management is carried out by the full board of directors as the Group believes that it is crucia for all board members to be involved
in this process. The managing director, with the assistance of senior management as required, has responsbility for identifying,
assessing, treating and monitoring risks and reporting to the board on risk management.

(@) Market risk

(i) Foreign exchangerisk

As all operations are currently within Australia, the Group is not exposed to any material foreign exchange risk.

(ii) Pricerisk

Given the current level of operations, the Group is not exposed to any material pricerisk.

(iii) Interest rate risk

The Group is exposed to movements in market interest rates on cash and cash equivalents. The Group policy is to monitor the interest
rate yield curve out to six months to ensure a balance is maintained between the liquidity of cash assets and the interest rate return. The
entire balance of cash and cash equivaents for the Group $6,091,406 (2009: $2,243,208) is subject to interest rate risk. The proportional
mix of floating interest rates and fixed rates to a maximum of six months fluctuate during the year depending on current working capital
requirements. The weighted average interest rate received on cash and cash equivalents by the Group was 5.0% (2009: 7.6%).

Sensitivity analysis

At 30 June 2010, if interest rates had changed by -/+ 80 basis points from the weighted average rate for the year with al other variables

held constant, post-tax loss for the Group would have been $22,500 lower/higher (2009: $15,000 lower/higher) as a result of
lower/higher interest income from cash and cash equivalents.

(b) Credit risk
The Group does not have any significant concentrations of credit risk. The maximum exposure to credit risk at balance date is the

carrying amount (net of provision for impairment) of those assets as disclosed in the statement of financial position and notes to the
financid statements.

As the Group does not presently have any debtors, lending, significant stock levels or any other credit risk, a formal credit risk
management policy is not maintaned.

(c) Liquidity risk

The Group manages liquidity risk by continuously monitoring forecast and actual cash flows and ensuring sufficient cash and marketable
securities are available to meet the current and future commitments of the Group. Due to the nature of the Group's activities, being
mineral exploration, the Group does not have ready access to credit facilities, with the primary source of funding being equity raisings.
The Board of Directors constantly monitor the state of equity markets in conjunction with the Group's current and future funding
requirements, with a view to initiating appropriate capita raisings as required.
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2. FINANCIAL RISK MANAGEMENT (cont’d)

The financid liabilities of the Group are confined to trade and other payables as disclosed in the Statement of financial position. All trade
and other payables are non-interest bearing and due within 12 months of the reporting date.

(d) Fair value estimation

The fair value of financid assets and financia liabilities must be estimated for recognition and measurement or for disclosure purposes.
All financia assets and financiad liabilities of the Group at the balance date are recorded at amounts approximating their carrying amount.

The fair value of financid instruments traded in active markets is based on quoted market prices at the reporting date. The quoted market
price used for financial assets held by the Group isthe current bid price.

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values due to their
short-term nature.

3. SEGMENT INFORMATION

For management purposes, the Group has identified only one reportable segment being exploration activities undertaken in Australia
This segment includes activities associated with the determination and assessment of the existence of commercial economic reserves,
from the Group’s minera assetsin this geographic location.

Segment performance is evaluated based on the operating profit and loss and cash flows and is measured in accordance with the Group’ <
accounting policies.

Consolidated

2010 2009
$ $
Exploration segment
Segment revenue 432,482 -
Reconciliation of segment revenueto total revenue before tax:
Interest revenue 141,801 143,830
Total revenue 574,283 143,830
Segment results 2,974,757 765,544
Reconciliation of segment result to net loss before tax:
Other corporate and administration 2,855,121 (416,399)
Net profit beforetax 5,829,878 349,145
Segment operating assets - -
Reconciliation of segment operating assets to total assets:
Other corporate and administration assets 9,279,889 3,028,162
Total assets 9,279,889 3,028,162
4. REVENUE
From continuing oper ations
Other revenue
Interest 141,801 143,830
Royalties on mining interests 432,482 -
574,283 143,830
5. OTHER INCOME
Net gain on sale of mining interests 4,045,000 2,000,000
Fair value gains on financial assets at fair value through profit or loss 3,307,410 -
7,352,410 2,000,000
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2010 2009
Notes $ $

6. EXPENSES

L oss beforeincome tax includes the following specific expenses:

Minimum lease payments rel ating to operating leases 52,189 38,748
Fair value losses on financia assets at fair value through profit or loss - 203,010
Defined contribution superannuation expense 45,853 54,008

7. INCOME TAX

(a) Income tax expense

Current tax 166,130 -
Deferred tax 614,700 -
780,830 -

Deferred income tax (revenue)/expense included in income tax expense

comprises:
Increase in deferred tax liabilities 14 614,700 -
614,700 -
(b) Numerical reconciliation of income tax expense to primafacie tax
payable
Profit from continuing operations before income tax expense 5,829,878 349,145
Primafacie tax expense at the Australian tax rate of 30% (2009: 30%) 1,748,963 104,744
Tax effect of amounts which are not deductible (taxable) in calculating
taxable income:
Share-based payments 56,252 7,092
1,805,215 111,836
Movements in unrecognised temporary differences (115,023) 210,903
Previously unrecognised tax | osses recouped (909,362) (322,739)
Income tax expense 780,830 -
(c) Unrecognised temporary differences
Deferred Tax Assets (at 30%)
On Income Tax Account
Financial assets at fair value through profit or loss - 115,023
Carry forward tax losses - 909,362

- 1,024,385

Deferred Tax Liabilities (at 30%) - -

Net deferred tax assets were not brought to account as it was not considered probable within the immediate future that tax profits would
be available against which deductible temporary differences and tax |asses could be utilised.
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2010 2009

$ $

8. CURRENT ASSETS - CASH AND CASH EQUIVALENTS
Cash at bank and in hand 458,987 985,564
Short-term deposits 5,632,419 1,257,644
Cash and cash equivalents as shown in the statement of financid position and
the statement of cash flows 6,091,406 2,243,208

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates.

Short-term deposits are made for varying periods of between one day and three months depending on the immediate cash requirements of
the Group, and earn interest at the respective short-term deposit rates.

9. CURRENT ASSETS - TRADE AND OTHER RECEIVABLES

Sundry receivables 58,605 37,429
Prepayments 5,030 4,355
63,635 41,784

10. CURRENT ASSETS - FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Austraian listed equity securities 2,498,000 118,590

Changes in fair values of financial assets at fair value through profit or loss are recorded in other income or other expenses in the
statement of comprehensive income (notes 5 and 6 respectively).

11. NON-CURRENT ASSETS - RECEIVABLES
Environmental bond 594,300 594,300

12. NON-CURRENT ASSETS - PLANT AND EQUIPMENT

Plant and equipment

Cost 77,420 63,982
Accumul ated depreciation (44,872) (33,702
Net book amount 32,548 30,280

Plant and equipment

Opening net book amount 30,280 41,926
Additions 13,438 2,662
Depreciation charge (11,170) (14,308)
Closing net book amount 32,548 30,280

13.  CURRENT LIABILITIES - TRADE AND OTHER PAYABLES

Trade payables 478,457 334,323
Other payables and accruals 77,775 57,565
556,232 391,888

14.  NON-CURRENT LIABILITIES - DEFERRED TAX LIABILITIES

The balance comprisestempor ary differences attributable to:

Financial assets at fair vaue through profit or loss 614,700 -
M ovements:

Opening balance - -
Charged to profit or loss 614,700 -
Closing balance 614,700 -

The entire balance of deferred tax liabilities is expected to be settled within 12 months.
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Number of $ Number of $
Notes shares shares

15. ISSUED CAPITAL
(a) Sharecapital
Ordinary shares fully paid 15(b), 15(d) 42,101,903 5,720,610 41,693,570 5,650,610
Total issued capital 42,101,903 5,720,610 41,693,570 5,650,610
(b) Movementsin ordinary share capital
Beginning of thefinancial year 41,693,570 5,650,610 41,293,570 5,608,610
Issued during the year:
— Issued on exercise of 20 cent options 175,000 35,000 - -
— Issued as consideration for consulting services 233,333 35,000 - -
— Issued as consideration for the acquisition of

tenements - - 400,000 42,000
End of the financial year 42,101,903 5,720,610 41,693,570 5,650,610

(c) Movementsin options on issue
Number of options

2010 2009

Beginning of the financial year 25,500,267 23,000,267
Issued during the year:
— Exercisable at 30 cents, on or before 16 April 2011 250,000 -
— Exercisable a 20 cents, on or before 31 August 2011 - 100,000
— Exercisable at 20 cents, on or before 2 March 2012 - 400,000
— Exercisable at 20 cents, on or before 30 November 2012 1,500,000 2,000,000

Exercisable at 35 cents, on or before 30 November 2012 50,000 -
Optlons exercised (20 cents, 2 March 2012) (175,000) -
Options cancelled (20 cents, 2 March 2012) (300,000) -
End of the financial year 26,825,267 25,500,267

(d) Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to the number
of and amounts paid on the shares held.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and upon a pall
each shareis entitled to one vote.

Ordinary shares have no par value and the Company does not have a limited amount of authorised capital.
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2010 2009
$ $

15. ISSUED CAPITAL (cont'd)

(e) Capital risk management

The Group’s objectives when managing capital are to safeguard their ability to continue as a going concern, so that they may continueto
provide returns for shareholders and benefits for other stakeholders.

Due to the nature of the Group’s activities, being mineral exploration, the Group does not have ready access to credit facilities, with the
primary source of funding being equity raisings. Therefore, the focus of the Group’s capital risk management is the current working
capital position against the requirements of the Group to meet exploration programmes and corporate overheads. The Group's strategy is
to ensure appropriate liquidity is maintained to meet anticipated operating requirements, with a view to initiating appropriate capita
raisings as required. The working capita position of the Group at 30 June 2010 and 30 June 2009 are as follows:

Cash and cash equivalents 6,091,406 2,243,208
Trade and other receivables 63,635 41,784
Financial assets at fair vaue through profit or loss 2,498,000 118,590
Trade and other payables (556,232) (391,888)
Current tax ligbilities (166,130) -
Working capital position 7,930,679 2,011,694

16. RESERVES AND RETAINED EARNINGS

(a) Reserves

Share-based payments reserve

Balance at beginning of year 479,122 451,982
Employee and contractor share options 187,505 23,640
Optionsissued to suppliers - 3,500
Balance a end of year 666,627 479,122

(b) Retained ear nings/(accumulated |osses)

Balance at beginning of year (3,493,458) (3,842,603)
Net profit for the year 5,049,048 349,145
Balance at end of year 1,555,590 (3,493,458)

(c) Nature and pur pose of reserves
Share-based payments reserve
The share-based payments reserve is used to recognise the fair value of options issued.

17. DIVIDENDS

No dividends were paid during the financia year. No recommendation for payment of dividends has been made.

18. KEY MANAGEMENT PERSONNEL DISCLOSURES

(a) Key management personnel compensation

Short-term benefits 236,432 271,897

Post employment benefits 17,990 21,081

Other long-term benefits - -

Termination benefits - -

Share-based payments 58,850 13,200
310,272 306,178

Detailed remuneration disclosures are provided in the remuneration report on pages 5 and 6.
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18. KEY MANAGEMENT PERSONNEL DISCLOSURES (cont'd)

(b) Equity instrument disclosuresrelating to key management per sonnel
(i) Options provided as remuneration and shares issued on exercise of such options

Details of options provided as remuneration and shares issued on the exercise of such options, together with terms and conditions of the
options, can be found in the remuneration report on page 7.

(ii) Option holdings

The numbers of options over ordinary shares in the Company held during the financial year by each director of Montezuma Mining
Company Limited and other key management personnel of the Company, including their personally related parties, are set out below:

2010 Balance at Balance at
start of the  Granted as Other end of the  Vested and

year compensation  Exercised changes year exercisable Unvested
Directors of Montezuma Mining Company Limited
Denis O' Meara 1,102,500 - - - 1,102,500 1,102,500 -
Justin Brown 5,012,500 500,000 - - 5,512,500 5,512,500 -
lan Cornelius 305,000 - - - 305,000 305,000 -
Other key management personnel of the Company
John Ribbons 638,334 - - - 638,334 638,334 -

All vested options are exercisable at the end of the year.

2009 Balance at Balance at
start of the  Granted as Other end of the  Vested and

year compensation  Exercised changes year exercisable  Unvested
Directors of Montezuma Mining Company Limited
Denis O' Meara 1,102,500 - - - 1,102,500 1,102,500 -
Justin Brown 3,512,500 1,500,000 - - 5,012,500 5,012,500 -
lan Cornelius 305,000 - - - 305,000 305,000 -
Terrance Grammer 2,006,500 - - (2,006,500) - - -
Other key management personnel of the Company
John Ribbons 138,334 500,000 - - 638,334 638,334 -

(iii) Share holdings
The numbers of shares in the Company held during the financia year by each director of Montezuma Mining Company Limited and

other key management personnel of the Company, including their personally related parties, are set out below. There were no shares
granted during the reporting period as compensation.

2010 Received
duringthe
Balanceat  year onthe Other changes
start of the  exercisesof  duringthe Balanceat end

year options year of the year
Directors of Montezuma Mining Company Limited
Ordinary shares
Denis O' Meara 700,000 - - 700,000
Justin Brown 1,100,000 - - 1,100,000
lan Cornelius 320,000 - - 320,000
Other key management personnel of the Company
Ordinary shares
John Ribbons 153,337 - - 153,337
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18.  KEY MANAGEMENT PERSONNEL DISCLOSURES (cont'd)

2009 Receved
duringthe

Balanceat  year onthe Other changes
start of the  exercisesof  duringthe Balanceat end

year options year of the year
Directors of Montezuma Mining Company Limited
Ordinary shares
Denis O' Meara 700,000 - - 700,000
Justin Brown 1,100,000 - - 1,100,000
lan Cornelius 320,000 - - 320,000
Terrance Grammer 1,026,000 - (1,026,000) -
Other key management personnel of the Company
Ordinary shares
John Ribbons 153,337 - - 153,337

(c) Loansto key management per sonnel
There were no loans to key management personne during the year.

Consolidated
2010 2009
$ $

19. REMUNERATION OF AUDITORS

During the year the following fees were paid or payable for services provided by the auditor of the parent entity, itsrelated practices and
non-related audit firms:

(a) Audit services

Rothsay Chartered Accountants - audit and review of financial reports 39,000 32,800

Total remuneration for audit services 39,000 32,800

(b) Non-audit services
Rothsay Chartered Accountants — taxation advisory services 2,000 2,000
Total remuneration for other services 2,000 2,000

20. CONTINGENCIES
There are no material contingent liabilities or contingent assets of the Company at ba ance date.

21. COMMITMENTS

(a) Exploration commitments
The Company has certain commitments to meet minimum expenditure requirements on the minera exploration assets it has an interest
in. Outstanding exploration commitments are as follows:

within one year 586,267 739,760
later than one year but not later than five years 2,345,068 2,959,040
2,931,335 3,698,800
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21.  COMMITMENTS (cont'd)

(b) Lease commitments: Group aslessee
Operating leases (non-cancellable):
Minimum lease payments

within one year 35,712 35,713
later than one year but not later than five years - 35,712
Aggregate | ease expenditure contracted for at reporting date but not

recognised as liabilities 35,712 71,425

The property lease is a non-cancellable lease with a three year term, with rent payable monthly in advance. The renta agreement
provides for an annud rent increase of the greater of market or CPI. An option exists to renew the lease at the end of the three year term
for an additional term of three years. The lease allows for subletting of all lease areas.

(c) Remuner ation commitments

Amounts disclosed as remuneration commitments include commitments arising from the service contracts of key management personnel
referred to in the remuneration report on page 6 that are not recognised as liabilities and are not included in the key management
personnel compensation.

Within one year 200,000 148,000
later than one year but not | ater than five years 200,000 49,333
400,000 197,333

22. RELATED PARTY TRANSACTIONS

(a) Parent entity
The ultimate parent entity within the Group is Montezuma Mining Company Limited.

(b) Subsidiaries
Interestsin subsidiaries are set out in note 23.

(c) Key management personnel
Disclosures relating to key management personnel are set out in note 18.

23. SUBSIDIARY

The consolidated financid statements incorporate the assets, liabilities and results of the following subsidiaries in accordance with the
accounting policy described in note 1(b):

Name Country of Incorporation Class of Shares Equity Holding®
2010 2009
% %
Peak Hill Metals Pty Ltd Austradia Ordinary 100 100

(1) The proportion of ownership interest is equal to the proportion of voting power held.

24. EVENTS OCCURRING AFTER THE STATEMENT OF FINANCIAL POSITION DATE

No matter or circumstance has arisen since 30 June 2010, which has significantly affected, or may significantly affect the operations of
the Company, theresult of those operations, or the state of affairs of the Company in subsequent financial years.
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25. STATEMENT OF CASH FLOWS

Reconciliation of profit after income tax to net cash inflow from
operating activities

Profit for the year 5,049,048 349,145
Non-Cash Items

Depreciation of non-current assets 11,170 14,308
Employee and consultants option expense 187,505 23,640
Fair value (gains)/losses on financial assets at fair value through profit and

loss (3,307,410) 203,010
Expenses settled by the issue of ordinary shares or options 35,000 45,500
Changein operating assets and liabilities

(Increase) in trade and other receivables (21,851) (6,392
Decrease in financia assets at fair value through profit or loss 928,000 -
Increase in trade and other payables 160,574 269,474
Increase in provision for income taxes payable 166,130 -
Increase in deferred tax liabilities 614,700 -
Net cash inflow/(outflow) from operating activities 3,822,866 898,685

26. EARNINGS PER SHARE

(a) Reconciliation of earnings used in calculating ear nings per share
Profit attributabl e to the owners of the Company used in calculating basic and
diluted earnings per share 5,049,048 349,145

Number of shares ~ Number of shares

2010 2009
(b) Weighted aver age number of shares used as the denominator
Weighted average number of ordinary shares used as the denominator in
calculating basic earnings per share 41,963,410 41,660,693
Adjustment for calculation of diluted earnings per share for options 3,946,065 -
Weighted average number of ordinary shares used as the denominator in
calculating diluted earnings per share 45,909,475 41,660,693

(c) Information on the classification of options
For the 2010 financial year the following potential ordinary shares were antidil utive as the exercise price of the options was greater than
the average market price of the Company's shares during the year and are therefore excluded from the weighted average number of
ordinary shares for the purposes of diluted earnings per share:

Number of options

2010
Options exercisable at 30 cents on or before 16 April 2011 250,000
Options exercisable at 35 cents on or before 23 July 2011 1,500,000
Options exercisable at 35 cents on or before 31 August 2011 4,500,000
Options exercisable at 35 cents on or before 30 November 2012 50,000
6,300,000

For the year ended 30 June 2009, all options on issue were antidilutive as the various exercise prices were al greater than the average
market price of the Company’s shares during the year. This has resulted in the diluted earnings per share being the same as the basic
earnings per share.
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27. SHARE-BASED PAYMENTS

(a) Employees and Contractor s Option Plan

The Company provides benefits to employees (including directors) and contractors of the Company in the form of share-based payment
transactions, whereby employees render services in exchange for options to acquire ordinary shares. The exercise price of the options
granted range from 20 cents to 35 cents per option. All options granted have expiry dates ranging from 23 July 2011 to 30 November
2012.

Options granted carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary share of the Company
with full dividend and voting rights.

Fair value of options granted

The weighted average fair value of the options granted during the year was 10.4 cents (2009: 1.0 cents). The price was calculated by
using the Black-Scholes European Option Pricing Model applying the following inputs:

2010 2009
Weighted average exercise price (cents) 21.8 20.0
Weighted average life of the option (years) 271 3.93
Weighted average underlying share price (cents) 25.69 6.42
Expected share price volatility 50% 50%
Risk freeinterest rate 3.4%% 5.58%

Historical volatility has been used as the basis for determining expected share price volatility asit assumed that thisisindicative of future
trends, which may not eventuate.

(b) Optionsissued to suppliers
As part consideration for services associated with the initial public offering of the Company and as part consideration for the acquisition

of tenement interests, suppliers were issued with listed options in the Company. A total of 1,850,000 options were issued with an exercise
price of 20 cents expiring on 31 August 2011.

Options granted carry no dividend or voting rights. When exercisable, each option is convertible into one ordinary share of the Company
with full dividend and voting rights.

Fair value of options granted

The listed options granted are vaued at the market closing price on the date that the options are alotted. There were no options issued to
suppliers during the current or prior year.

Set out below are summaries of the share-based payment options granted per (&) and (b):

2010 2009
Weighted Weighted
average average
Number of  exercise price  Number of ~ EXErCISe price
options cents options cents
Outstanding at the beginning of the year 7,700,000 24.9 5,200,000 27.2
Granted 1,800,000 218 2,500,000 20.0
Forfeited (300,000) 20.0 - -
Exercised (175,000) 20.0 - -
Expired - - - -
Outstanding at year-end 9,025,000 245 7,700,000 24.9
Exercisable at year-end 9,025,000 245 7,700,000 24.9

The weighted average remaining contractual life of share options outstanding at the end of the financial year was 1.68 years (2009: 2.56
years), and the exercise prices range from 20 cents to 35 cents.
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27. SHARE-BASED PAYMENTS (cont'd)
(c) Expenses arising from shar e-based payment transactions
Total expenses arising from share-based payment transacti ons recognised during the period were as follows:
Options issued to employees and consultants (shown as share based payment expensein
the statement of comprehens ve income) 187,505 23,640
Options issued to suppliers (included as part of exploration expenditure in the statement
of comprehensive income) - 3,500
187,505 27,140

28. PARENT ENTITY INFORMATION

The following information relates to the parent entity, Montezuma Mining Company Limited, at 30 June 2010. The information
presented here has been prepared using accounting policies consistent with those presented in Note 1.

Parent Entity
2010 2009
$ $
Current assets 8,653,039 2,403,580
Non-current assets 626,850 624,582
Total assets 9,279,889 3,028,162
Current liabilities 722,362 391,888
Non-current liabilities 614,700 -
Total liabilities 1,337,062 391,888
Contributed equity 5,720,610 5,650,610
Share-based payments reserve 666,627 479,122
Accumulated |osses 1,555,590 (3,493,458)
Total equity 7,942,827 2,636,274
Profit for the year 5,049,048 349,145
Total comprehensiveincomefor the year 5,049,048 349,145
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Directors' Declaration

In the directors’ opinion:
@) thefinancia statements and notes set out on pages 14 to 35 are in accordance with the Corporations Act 2001, including:

(i) complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting
requirements; and

(i) giving a true and fair view of the Company's financid position as at 30 June 2010 and of it's performance for the
financial year ended on that date;

(b) there are reasonabl e grounds to believe that the Company will be able to pay its debts as and when they become due and payable;
and

(© a statement that the attached financia statements are in compliance with International Financia Reporting Standards has been
included in the notes to the financial statements.

The directors have been given the declarations by the chief executive officer and chief financia officer required by section 295A of the
Corporations Act 2001.

This declaration is made in accordance with a resolution of the directors.
( ,\( /Lf—
AW

Justin Brown
Managing Director

Perth, 23 September 2010
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?OTHSAY

96 Parry Street, Perth WA 6000 P.O. Box 8716, Perth Business Centre WA 6849
Phone (08) 9227 0552 www.rothsay.com.au

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF
MONTEZUMA MINING COMPANY LTD

Report on the financial report

We have audited the accompanying financial report of Montezuma Mining Company Ltd (the Company™)
which comprises the balance sheet as at 30 June 2010 and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration of the consolidated
entity comprising the company and the entities it controlled at the year’s end or from time to time during the
year,

Directors Responsibility for the Financial Report

The Directors of the Company are responsible for the preparation and true and fair presentation of the
financial report in accordance with the Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This includes responsibility for the
maintenance of adequate accounting records and internal controls that are designed to prevent and detect
fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.
The Directors are also responsible for the remuneration disclosures contained in the directors’ report.

Auditor’s Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Independence

We are independent of the Company, and have met the independence requirements of Australian
professional ethical requirements and the Corporations Act 2001.

@

Chartered Accountants

Liability limited by the Accountants Scheme, approved
under the Professional Standards Act 1994 (NSW).



Audit opinion

In our opinion the financial report of Montezuma Mining Company Ltd is in accordance with the
Corporations Act 2001, including:

a) (i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2010 and of
their performance for the year ended on that date; and
(i) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001,

b) the consolidated financial report also complies with International Financial Reporting Standards as
issued by the International Accounting Standards Board

Report on the remuneration report

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

Audit opinion

In our opinion the remuneration report of Montezuma Mining Company Ltd for the year ended 30 June
2010 complies with section 300A of the Corporations Act 2001.

Rothsay

Frank Vrachas
Partner Dated 2.3 September 2010

Liability limited by the Accountants Scheme, approved
under the Professional Standards Act 1994 (NSW).
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Montezuma Mining Company Limited

ASX Additional Information

Additional information required by Australian Stock Exchange Ltd and not shown elsewhere in thisreport is asfollows. The information
iscurrent as at 20 September 2010.

(a) Digribution of equity securities
Analysis of numbers of equity security holders by size of holding:

Ordinary shares Options
Number of holders  Number of shares  Number of holders ~ Number of options

1 - 1,000 21 5175 2 2,000
1,001 - 5,000 115 415,455 103 287,894
5,001 - 10,000 135 1,227,982 20 159,200
10,001 - 100,000 234 9,046,928 76 3,494,805
100,001 and over 53 31,636,363 29 12,051,368

558 42,331,903 230 15,995,267
The number of equity security holders
holding |ess than a marketable parcel of
securities are: 27 14,010 94 234,894

(b) Twenty largest shareholders
The names of the twenty largest holders of quoted ordinary shares are:
Listed ordinary shares

Per centage of

Number of shares ordinary shares

1 South Boulder Mines Limited 3,975,000 9.39
2 Watts Paul Hartley 2,665,000 6.30
3 Duketon Consolidated Ltd 2,250,000 5.32
4 AlphaBoxer Ltd 1,940,000 4.58
5 Avania Nominees Pty Ltd 1,806,415 4.27
6 Mandies Meats Pty Ltd 1,441,128 3.40
7 ANZ Nominees Ltd <Cash Income A/c> 1,150,575 2.72
8 Mandies Meats Pty Ltd <Number 2 Account> 1,052,392 2.49
9 AradiaVentures Pty Ltd 1,030,000 2.43
10 Grammer Dianne Claire 1,000,000 2.36
11  Pabu Pty Ltd <Pabu Pty Ltd S/F A/C> 978,633 2.31
12 Kongming Investments Ltd 874,518 2.07
13 Alpha Boxer Limited 750,000 1.77
14 HSBC Custody Nominees Austrdia Ltd 656,571 1.55
15 Rizzo Francesco <Rizzo S/FF A/C> 573,884 1.36
16 Kongming Investments Ltd 540,000 1.28
17 O Meara Denis William 520,000 1.23
18 Ranguta Ltd 500,000 1.18
19 Searchtech Pty Ltd <Searchtech Pty Ltd S/F> 400,000 0.94
20 G W N Investments Pty Ltd <G W N Investments A/C> 400,000 0.94

24,504,116 57.89
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ASX Additional Information continued

(c) Twenty largest option holders
The names of the twenty largest holders of quoted options are:

Listed options
Number of options Percentage of total
options

1 Vetter Anthony John 1,420,000 8.88
2 AlphaBoxer Ltd 1,062,500 6.64
3 South Boulder Mines Limited 1,037,500 6.49
4 AradiaVentures Pty Ltd 1,007,500 6.30
5 Actdine Pty Ltd 1,000,000 6.25
6 Duketon Consolidated Ltd 800,000 5.00
7 Cunningham Peter Thomas 550,000 3.44
8 O Meara Denis William 500,000 3.13
9 Innovation Marketing & Finance <S'F A/C> 480,000 3.00
10 Kongming Investments Ltd 422,500 2.64
11 International Business Network SV 400,000 2.50
12 Alpha Boxer Limited 350,334 2.19
13 Lewis Kathryn 302,500 1.89
14 Sykes Suzanne Maree 250,141 1.56
15 UBS Nominees Pty Ltd 250,000 1.56
16 Tao Yuan Ltd <No 3 A/C> 241,666 1.51
17 Equity Trustees Ltd <Augusta Investors Inc> 200,000 125
18 Perera Anil L M <Pereras SF A/C> 200,000 1.25
19 Mi Qing 190,500 1.19
20 Custodia Services Ltd <Beneficiaries Holding> 180,000 1.13

10,845,141 67.80

(d) Substantial shareholders

The names of substantid shareholders who have notified the Company in accordance with section 671B of the Corporations Act 2001
are:

Number of Shares

South Boulder Mines Limited 3,975,000
Watts Paul Hartley 2,665,000
Duketon Consolidated Ltd 2,250,000

(e) Vatingrights
All ordinary shares (whether fully paid or not) carry one vote per share without restriction.

(f) Schedule of interestsin mining tenements

L ocation Tenement Per centage held / earning
Pilgangoora E45/2375 10
Barite Range E45/3204 (A) 100
Butcher Bird E52/2350 (A) 100
Butcher Bird South E52/2463 (A) 100
Butcher Bird East E52/2467 (A) 100
Weebo E37/802 80
Weebo E37/833 80
Weebo P37/7053 100
Weebo E36/606 100
Robinson Range P52/1227 100
Robinson Range P52/1233 70
Durack M52/801 80
Millidie Creek E52/2280 (A) 100
Egerton E52/2117 100
Mt Padbury E52/1529 100
Eelya Hill E20/659 10
Eelya Hill P20/2018 10
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ASX Additional Information continued

Location Tenement Per centage held / earning
Peak Hill Gold E52/2237 100
Peak Hill Gold E52/2413 100
Peak Hill Gold E52/2471 100
Peak Hill Gold E52/2472 (A) 100
Peak Hill Gold M52/35 100
Peak Hill Gold M52/474 100
Peak Hill Gold M52/56 100
Peak Hill Gold M52/297 100
Peak Hill Gold E52/2149 100
Peak Hill Gold P52/1343 100
Peak Hill Gold P52/1344 100
Peak Hill Gold P52/1345 100
Peak Hill Gold P52/1348 100
Peak Hill Gold P52/1234 100
Peak Hill Gold L52/2 100
Peak Hill Gold L52/19 100
Peak Hill Gold L52/20 100
Peak Hill Gold L52/39 100
Peak Hill Gold L52/62 100
Peak Hill Gold L52/63 100
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