NEW GUINEA GOLD CORPORATION

Management Discussion & Analysis
For the Year Ended December 31, 2009

INTRODUCTION

The following Management Discussion and AnalysithefCompany’s financial position is for the yeaded December 31, 2009
compared to December 31, 2008. This discussionldhmairead in conjunction with the attached anncahsolidated financial

statements and related “Notes to the Consolidatedicial Statements” which have been prepared icoadance with Canadian

Generally Accepted Accounting Principles (GAAP).

This discussion includes certain statements that Imadeemed “forward-looking statements”. Althoulga Company believes
the expectations expressed in such forward-lookitagements are based on reasonable assumptiohsstatiements are nd
guarantees of future performance. Factors thaldcoause actual results to differ materially fronoge in forward-looking
statements include market prices, exploitation arploration successes, continued availability giteh and financing and
general economic, market or business conditions.

—

All amounts are stated in Canadian dollars unledieated otherwise. Additional information regaglthe Company is available
on SEDAR atvww.sedar.conand on the Company’s websitevat/w.newguineagold.ca

The information in this part of the report is cunréo April 30, 2010 unless otherwise indicatedgevdas the information in the
financial part of the report is current at April,3010.

DISCUSSION — FOURTH QUARTER 2009

Sinivit gold production in the Fourth Quarter 2008s 884.3 0zs. Gold production in this quartettiomed to be negatively
influenced by wet weather and ongoing equipmenileras as a result of the Mining/Earthmoving Corttva®ispute (described
section 2, page 5). Equipment deficiencies wertfiext by mid/late first quarter 2010 using fundsrh capital raisings completed
in December 2009 and January 2010. This has alldlaee Company to replace most of the hired equipmiéh NGG equipment
and considerably increased effectiveness.

No drill results were released in the fourth quarte

No exploration was undertaken on other NGG projdating the quarter.

A financing was completed in December 2009 rai€#d@$3.5 million. These, and subsequent funds daisegdanuary 2010 were
used to retire debt to the Bank of South Pacifit @oppermoly Ltd for capital upgrades at the Siriiine, to fund royalties due to

the Sinivit Landowner’s and for working capital ¢s@lso section 4 on page 3).

Associate company, Coppermoly Ltd, in which NGG swapproximately 30 million shares, completed atjeenture agreement
with a subsidiary of Barrick Gold on October 1209(see details in section 1 on page 2).

Overall results from Papua New Guinea operatiomgduhe quarter were disappointing. However,jdiet venture with Barrick
Gold resulted in a substantial increase in the etazépitalisation of Coppermoly Ltd. Soon after jbint venture was announced
NGG'’s holding in Coppermoly increased to a valuegbroximately AUD$4.5 million. As of the datetbfs MD&A, the market
value of this holding stood at approximately AUDS&illion.

OVERALL PERFORMANCE IN 2009

New Guinea Gold's (NGG) investment profile changaghificantly in 2009. NGG needed to substantiaiduce its exploration
commitments in 2009 to match available cash ressurs a consequence of these limited availablesfuNGG, rather than retain
direct and fundable (by NGG) interests in many getg, negotiated indirect interests with otheripastresulting in no further
funding requirements by NGG for these projectsweleer, the retained indirect interests, in the ¢eé@ significant discovery and
mine development, would be a major asset for NGBaowit further financial commitments in most progect

Funding by NGG from end of First Quarter 2010 ordgas restricted to the Sinivit ProjedlGG is focused on enhancing Sinivit

The various interests owned by NGG in other com{saay projects are shown on the accompanying CaitpoBtructure diagram
and will be described in more detail later.
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Positive events for New Guinea Gold Corporation ir2009/early 2010 were:

1. Coppermoly Agreement with Barrick Gold

Associate company; ASX listed Coppermoly Ltd, sijmefavourable Agreement with a subsidiary of R&riGold (Barrick)
on October 12, 2009 whereby Barrick could earn % Tt&erest in three of Coppermoly’s Projects in NBxitain, Papua New
Guinea, by spending $20m. Coppermoly could thesttelo be effectively carried to production withsto repaid from
production. Coppermoly cannot be diluted out.

NGG has approximately 30m shares or a 22% int@re&Sbppermoly.

Coppermoly projects are three significant and peshaajor copper systems — one with a substantfaletecopper resource.
Access and logistics are very favourable for dgwelent.

Barrick commenced drilling at the Mt Nakru projactimid April 2010 with first results likely to beeleased in June 2010.
2. Sale of Kanon Resources Ltd to Vangold Resourcesd.{Vangold)

On August 20, 2009, a Letter of Intent was signéth Wangold whereby NGG sold its 50% interest imkia Resources Ltd
and 20% interest in the Mt Penck project to Vaddol Cad $3 million, payable as cash, $500,000sades $2.5 million. In
addition NGG retains a 5% carried interest to batkéeasibility in each of Mt Penck, Fergusson afildmata Projects.

NGG, at present owns a 17% interest in Vangold thistpercentage will reduce if Vangold raises fuig issuing additional
shares.

Vangold recommenced exploration at both Mt Penakt Bargusson Projects in April 2010. Initial work Mt Penck is a
ground survey to accurately locate all trenched, liiles etc, and to provide a suitable contouprtmallow a Resource to be
estimated for Kavola East. The survey will bedaléd by 3D Induced Polarisation and further saihgling over an enlarged
part of the Mt Penck project. Drilling is expectedecommence in third quarter 2010.

At Fergusson a 3D Induced Polarisation survey fedualed for May 2010. Initial gridding and infragtture work is in
progress.

3. Normanby/Sehulea deals with Normanby Mining Corp (brmerly 7238550 Canada Ltd)

On September 16, 2009, and subsequently on Febdya2910, NGG announced that it had agreed to anded Option
Agreement with Private Company 7238550 Canada Ntatrhanby Mining) whereby Normanby Mining could acgqua 50%
interest in EL’'s 1091 and 1069 by paying to NGG &ladillion cash and providing Cad$8 million in eation/development
expenditure for the project. This agreement igdid@nal on renewal of the above licenses by th&RBbvernment.

In a subsequent event, on April 16, 2010, NGG signéurther deal with Normanby Mining as follows:

NGG would be granted a 45% interest in Normanbyiijn

Normanby Mining would provide a Cad$3 million loém NGG, repayable within 12 months either in cashab
NGG's option, in shares at the share price curatrihe time of repayment. If NGG elects to repaghares a 24
month warrant, exercisable at 100% above the iggue of the shares will be included.

Interest rate of 8%

The intent of these “deals” was three fold:

They bring new participants to the project who hthe ability to raise the necessary funds to devéh@ Imwauna
and Weioko Projects.

The new shareholders should assist in providingebeand wider promotion for NGG and increased faiain
credibility with the PNG Government.

The Cad$3 million will be used to repay the ConbéetNote debt, due on April 30, 2010.
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4. Placement
In December 2009 and January 2010, NGG raised Chdf$ilion in private placements. These funds wesed to retire debt
to Bank of South Pacific and Coppermoly Ltd, fopital upgrades at the Sinivit Mine, to fund Royadtidue to Sinivit
Landowners and for working capital.
NGG now owns most of the equipment, trucks, exeasatgrader, existing and new crusher and scremms, ancillary
equipment at the Sinivit Mine. Some of this equimiis financed through a 2 year business loan fittenBank of South
Pacific.

The above additional capital provides a more fllexiand satisfactory arrangement for mining and @ssing activities at
Sinivit. The “new” crusher, which is now on sigeipplements the “old” crusher but will not be futlperational until May.

5. Exploration results at Sinivit

Excellent exploration results (including results March 31, 2010) continued to expand the known @xihd sulphide
mineralisation at Sinivit.

At the Northern Oxide Zone, trench and drill resudkpanded this zone to the north. Trench resudtaded 12m at 41.2g/t
gold (including 8m at 64g/t gold) and drill resuits20m at 17.0g/t gold and 16m at 9.58g/t gold.

In the Central Oxide Zone, results which expandésizone included drill results such as 10m at @4 §old and 9m at 13.3g/t
gold, and a trench result of 28m at 19.43g/t goidlgding 4m at 118.5g/t gold).

At the Kavursuki Prospect one to two kms northhef Northern Oxide Zone, trenching gave results sischm at 13.72g/t gold
and 18m at 2.06g/t gold.

Two additional oxide gold zones, not included irgEnt resources, were discovered.

The Eastern Vein which is adjacent to the northern end of the Bewrt Oxide Pit has been defined over an approximate
200m strike length. Some of the results include:

RC Dirilling :
SGC0133 2m at 8.03 g/t Au
SGC0206 2m at 18.60 g/t Au

Diamond Drilling :
09wWDD129 from 2.5 t0 12.3m 9.8m at 13.30 g/t Au
incl. 3.0m at 24.10 g/t Au
Trenching:
2m at 4.08 g/t Au & 2m at 3.81 g/t Au

The Western Veindips shallowly west (at surface) and is adjacerthe northern end of the Southern Oxide pit ard th
present crushing pad. The Western Vein would apoelave a strike length of at least 200m.

Summary of some results:

RC Dirilling :
CGC0018 4m at 22.85 g/t Au
CGC0028 2m at 15.30 g/t Au
CGC0035 2m at 14.65 g/t Au
CGC0074 16m at 4.95 g/t Au
CGC0075 2m at 21.40 g/t Au

Diamond Drilling :
87WDDO028 7.4m at 2.96 g/t Au
incl. 0.4m at 13.50 g/t Au
87WDDO035 2.2m at 9.15 g/t Au
Trenching:
2m at 32.50 g/t Au & 2m at 27.60 g/t Au
(these trench samples are over 100m apart atdkg)s

6. Exploration Results at Imwauna
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A further 52 holes were completed at Imwauna ia 2208 and early 2009. Although encouraging theselts are not thought
to have increased the Inferred Resource.

Some of the better results were:

Hole IMH174 - 7.0m at 6.33g/t gold and 13.2g/t silver incligdBi0m at 13.98g/t
and 145g/t silver from 91.7 in downhole.

Hole IMH172 - 2.1m at 34.26g/t gold and 53.9¢/t silver from288 downhole.

Hole IMH169 - 2.7m at 13.32g/t gold and 41.4g/t silver from2v.downhole.

Hole IMH163 - 0.4m at 108g/t gold and 2209/t silver from 158oavnhole.

Hole IMH128 - 0.3m at 50.3g/t gold and 48.0g/t silver from 888 downhole.

7. Exploration results from Weioko Project

Results of a 13 drill hole program at the Weiokojeet in 2009 returned encouraging results asyialo

Hole PWED35 - 4m at 6.1g/t gold and 8g/t silver

Hole PWED37 - 16m at 1.2g/t gold and 7g/t silver

Hole PWED39 - 16m at 1.0g/t gold and 6g/t silver

Hole PWED40 - 31m at 0.9¢g/t gold and 5g/t silver

Hole PWED1 - 34m at 2.8g/t gold and 8g/t silver

Hole PWEDA42 - 48m at 1.95g/t gold and 6.12g/t silver
Hole PWEDA43 - 42.3m at 1.74g/t gold and 7.76g/t silver
Hole PWEDA47 - 64.6m at 2.24g/t gold and 8.88g/t silver

These results will now be followed up as part & Mormanby Mining Agreement
8. Crater Mountain (re —activated by Gold Anomaly Ltd).

NGG holds a 10% interest carried to Bankable iBéig in the Crater Mountain Project (see Presddases dated November
10, 2009, and February 2, 2010).

Gold Anomaly recently announced a major explorapomgram was commencing at this property whichdrédkresults such
as 121m at 1.77g/t gold.

9. Preliminary Assessment for Imwauna Project
A Preliminary Assessment of the Imwauna Project wampleted in April 2010. The results were very ifhos and
recommended a program of underground developmenifica¢ion prior to a Bankable Feasibility studyifbg completed.
Results of the Preliminary Assessment cannot leaseld until an updated NI 43-101 Report can beged

10. Tellurium

Significant tellurium is known to occur at the SihiMine. The potential for recovering this tellum is presently being
investigated by NGG and World Industrial MinerafDenver Colorado.

Significant Events that Adversely Impacted NGG in P09 early 2010 were:

1. The Global Financial Crisis (GFC) commencing in la¢ 2008 had significant impact on NGG.

Initially, in late 2008, the GFC prevented NGG froaising necessary funds by way of placements pedixe development of
the Imwauna Project and to re-capitalise the SinWine. NGG was forced to rely on a relatively sin@ad$3 million

convertible bond which placed restrictions on themPany and was insufficient to meet the requirem@iftthe Imwauna
Project. Continuing into 2009 it was a prime cdesation in selling NGG’s equity in Kanon ResourtesVangold and
bringing in Normanby Mining to fund the Imwauna fed.

The GFC also caused lower metal prices in late 20@Bearly 2009 resulting in reduced income froem3mivit Mine.

Page 4 of 20



NEW GUINEA GOLD CORPORATION
December 2009 MD & A

2. Mining/Earthmoving Contractor Dispute
Sinivit mining equipment contractor, HBS Machin€HBS), unilaterally terminated its Hire Agreemevithout due notice at
the end of June 2009, and HBS removed their equipritem site. New Guinea Gold views this as a bineat the Hire
Agreement specifically HBS’s removal of certain gaoent from the site, which under the Hire Agreemens now
beneficially owned by NGG and, failure to give tlegjuisite 30 days notice before removing any pafoequipment from the
site. NGG will vigorously pursue claims against HBShe Papua New Guinea Court for damages totpHima 5,161,389 or
approximately $2,100,000 Canadian.
The contractor’s action resulted in gradually dasieg gold production throughout the remainder@f®and into 2010. As at
the date of this report the contractor’'s equipmiead finally been replaced by predominantly NGG odviaed operated
equipment. This should result in gradually incneggjold production throughout the remainder of 201

3. Dissident Shareholder Action
On October 15, 2009, a Mr Steve Vanry who owne@A®NGG shares stated that he was acting faoacerned shareholder
group” (not identified) and requisitioned NGG to call ar@eal Meeting for the purpose of removing all dices and electing
new directors (identities not revealed).

On November 5, 2009, acting on legal advice, NGf@écted the requisition and notified Mr Vanry it wdwot be calling a
shareholders meeting.

No further communications were received by NGGlos matter.
This action, which was not sustained, resultedubstantial selling of the Company’s shares; hadegative effect on the
Company’s market capitalisation and share pricel for a substantial time diverted management timé afforts from
significant operational matters. As at the datéhisf report the Company’s share price had notveseal.

4. Sinivit Gold Production
Sinivit gold production in 2009 was well below exfations, 6,359 ozs gold as against 6,762 0zs(8.20

The reasons for lower than expected productiordBB2are discussed in the section on Sinivit Golrjeet.

It has become apparent that earlier predictionprotiuction of 2,500 to 3,000 ozs/month cannot bé msing the present
processing method. Maximum production, on an gestdasis is not likely to exceed 1,000 ozs/month.

This will also be discussed further in the sectiarSinivit Gold Project.

RESOURCE STATEMENT

1. Imwauna Project (subject to agreements with Normanf Mining PNG Ltd)
An Inferred Resource of 1.8 million tonnes at 12.2oid and 20g/t silver for 706,0000zs gold and 1,0600zs silver.
2. Sinivit Project

Indicated Resource of 713,000t at 5.7g/t goldLf8?,0000zs gold.
Inferred Resource of 340,000t at 3.2g/t gold3¥6)0000zs gold.

Managementconsiders there are two very significant pointsdgpect to the above resources: their relativegHgrade, and the
fact that they commence at surface.

EXPLORATION TARGETS

1. Imwauna Project

An initial Exploration Target has been estimatedtfi@ Imwauna Project. Although most of the mitieation drilled to date has been
high-grade, relatively narrow veins in metamorphissme parts of the project host disseminated lgrede mineralization in
volcanics. As drilling progresses, more lower-gradgineralization may be defined, lowering the olepade. The uncertainty in the
proportion of high and lower-grades that may ultehabe defined, means there is a large rangesifE#ploration Target.
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The initial Exploration Target ranges from a minimof 4 million tonnes at 12g/t gold for 1.5 millimzs gold to 30 million tonnes at
30/t gold for 3 million ozs gold. These estimades based on approximately 200 drill-holes inclgdseveral historic holes at “The
Knob”, soil gold anomalism and several kilometrésxcavator trenching.

As required we include the following cautionarytstaent: “The potential quantity and grade of the exploratitarget is conceptual
in nature and there has been insufficient explomtio define a further Mineral Resource and it icertain if further exploration
will result in the determination of a further MiredResource”

2. Sinivit Project

Initial Exploration Target for sulphide mineralimat at Sinivit is defined within a zone 750 to 102% long, averages 3m wide,
extends to 300m depth and grades between 10g/tagaidL2g/t gold, 1% copper, 400ppm tellurium an@dlOsilver. The initial
Exploration Target thus contains between 640,0006z®Id, plus 20,000t copper, and 1,200,0000zd gold 30,000t copper (plus
possible credits in tellurium and silver).

Current geophysical surveys, if successful could batantially increase this Exploration Target.

As required we include the following continuingtstaent:“The Exploration Target is based on extensive stefautcrops, mine
open pits, and approximately 20 drill-holes whiclersect the mineralization. The potential quanéhd grade is conceptual in
nature and there has been insufficient exploratmaefine a Mineral Resource and it is uncertaifuither exploration will result

in the determination of a Mineral Resource”

BUSINESS & DEVELOPMENT STRATEGY

The Company is involved in Mineral Exploration adihe Development in Papua New Guinea (“PNG”). N@4&3 direct interests
in one gold property and indirect interests in gotd properties through shareholdings in Vangold Alermanby Mining Corp
and/or carried interests in certain projects. NG$& &as indirect interests in three porphyry cogyped-molybdenum properties
through shareholdings in Coppermoly. In excess @f,d00 metres of drilling has been completed omsdhgroperties and this
drilling has located extensive gold or copper-guidlybdenum mineralisation in each of the properties

The Corporate Structure for NGG showing relatecassociated companies is illustrated on the accoympgrdiagram. This
diagram was current as at April 18, 2010. The wiagillustrates that NGG now only has funding resiloility for the Sinivit
Mine and associated exploration. NGG holds 23%rétt in Coppermoly Ltd, where Barrick is financany exploration program,
mainly on the Mt Nakru and Simuku copper proje@s45% interest in unlisted company Normanby Minldgrp which is
financing the Imwauna and Weioko developments; & Imerest in Vangold Resources Ltd plus 5% cariigerest to Bankable
Feasibility in Mt Penck, Fergusson and Allemataj&uts; and a 10% carried interest to Bankable Bd#giin the Crater Mountain
Project, presently being explored by Gold Anomailpited.

The above percentage interests may be reduced @ N@&Is some or all of any particular interestsjfdhe partner in question
issues more shares (e.g. for fund raising).

The divestment of the above projects to other Cangsawas necessary in 2008 and 2009 for NGG toiremsiable entity and to

ensure that all projects had adequate fundingrt@ire in good standing and/or move forward to dgwelent. As a result of lower
than expected cash flow from the Sinivit Mine, weeds in the Company’s share price, (partly causedissident shareholder
action which inhibited fund raising by placements};G had insufficient sources of cash to continuedfng all projects. The

Board recognises it is preferable to have a smaléndirect interest in a project going forwardiha major interest in a project
which is stalled or may cease to be an asset ditaéd Company is unable to maintain it in gooahsling.

NGG's primary long term objective as stated in 2008s to increase gold production to 100,000 ozs/bg the end of 2011 or to
be a favourable acquisition target by end of 2010.

Largely because of delays in the Imwauna developieused by insufficient cash resources in 200 pthjective of production of

100,0000zs/year gold by end of 2011 cannot be frted. objective to be a favourable acquisition tadgetend of 2010 is still
realistic, largely due to our association with Narmy Mining Corp and shareholding in Coppermoly itém.
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NEW GUINEA GOLD CORPORATION

Corporate Structure

NEW GUINEA GOLD CORPORATION
(Listed TSX-V Canadian Venture Exchange)

45% & Option
17% 23% 100% Agreement
NORMANBY MINING
VANGOLD RESOU'RCES LTD __1_1_0/9_’ COPPERMOLY LTD NEW GUINEA GOLD LTD CORP.
(Listed TSXE-:(/Cﬁ::a:)Ian Venture ABN 54 126 490 855 PNG CO: 1-18903 (formerly 7238550 Canada Ltd)
9 (Listed on ASX) (Private Canadian Company)
100% 100% 23% JOINT VENTURE 100%
90% Sinivit ML 122 / EL 1140
GOLDMINES OF NIUGINI|__ __ | 90% Sinivi NORMANEY MINING
PNG LTD

HOLDINGS LIMITED

(formerly 7238550 Canada

PACIFIC KANON GOLD CORP.
100%

VANGOLD (PNG) LTD
(formerly Kanon Resources Ltd)
PNG CO: 1-45416

COPPER QUEST PNG LTD
PNG CO: 1-20895

PNG CO: 1-58812

50% Sehulea EL 1069 (PNG) Limited)
& Normanby EL 1091 «--r PNG CO: 1-71737
earning 50% in

Sehulea EL 1069

10% Sinivit Mine

Mt Penck EL 1322
Allemata EL 1323

Talelumas EL 1445

Fergusson EL 1324

GOLD ANOMALY [ ____ >
JOINT VENTURE 90% Crater Mtn EL 1115
Mt_ Nakru EL 1043 BARRICK (PNG) 5% carried interest in:
Simuku EI' 1077 r---» EXPLORATION LTD Mt Penck EL 1322
earning 72% in Allemata EL 1323
Fergusson EL 1324

Normanby EL 1091

JOINT VENTURE — i
10% carried interest in:

Crater Mtn EL 1115

Mt Nakru EL 1043
Simuku EI 1077
Talelumas EL 1445
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NGG'’s principal objective in 2010/2011 is to detarenthe long term future of the Sinivit Project dsfining the sulphide (copper,
gold, silver, tellurium) potential of the projedn tandem with the above objective we intend totitwe our efforts to increase gold
production, either with the present processing odtlor by implementing alternative processing. d3moduction in 2009 did not
improve, contrary to expectations (see Sinivitisecin this MD & A).

SINIVIT GOLD PROJECT (92% NGG BENEFICIAL OWNERSHIP)

The Sinivit Gold Project is NGG’s main focus.lt is located 50 kilometres south-southwest of &alin the Baining Mountains of
the Gazelle Peninsula, East New Britain Provin@gua New Guinea. It can be accessed by road frentothin of Kokopo (one
hour drive) and the port of Rabaul. A jet airpdrkakopo has several daily flights to Port Moresing Lae.

NGG is mining the oxide cap of a quartz, telluriucopper, silver and gold system. Although theiahiproject has a relatively
short life, NGG plans an active exploration/devel@mt program with the objective of defining additid gold mineralisation. The
known mineralisation is open at depth and therenareerous other, as yet unexplored, targets withénSinivit properties. The
potential to increase mineralisation at the projectescribed in the Independent Technical RepategdlJanuary 2006 which can be
found on the company’s websitevw.newguineagold.caThe Company cautions, however, that there isertamty that further
mineralisation will be defined.

Sinivit can be summarised as follows:

Resources - Indicated, 713,000 tonnes at 5.7gd &wl 132,0000zs gold and Inferred, 340,000 tonoe8.2g/t gold for
35,0000zs gold. Recent drilling suggests the aligygres understate the total resource but no nevmates have been
completed.

The Sinivit Resource has been defined near sudaee a one-kilometre length of a ten kilometre I@tiguctural zone. This
structural zone is known to contain sporadic, lprgatested or unexplored gold mineralisation ateentire length.

The primary mineralisation is sulphide mineralisat{gold/copper/tellurium/silver) but the initialime will only process the
oxide cap of this mineralisation. Mineralisatiemipen both along strike and to depth.

Head grade for the oxide mineralisation is projeéat5g/t gold, with open pit mining and presentith vat leach processing.

Average grade of the unoxidised sulphide minerédisa from drilling completed to date, is expectedaverage between 10
and 12g/t gold plus credits in copper, silver aathpps tellurium.

Initial Exploration Target for sulphide mineraligat at Sinivit is defined within a zone 750 to 10&%long, averages 3m wide,
extends to 300m depth and grades between 10 antl ddld, 1% copper, 400ppm tellurium and 100ghesil The initial
Exploration Target thus contains between 640,00@06zpld, and 20,000t copper, and 1,200,0000zs gottl 30,000t copper
(plus possible credits in tellurium and silver).

Current geophysical surveys, if successful could batantially increase this Exploration Target.

As required we include the following continuingtstaent:“The Exploration Target is based on extensive stefautcrops,
mine open pits, and approximately 20 drill-holesialhintersect the mineralisation. The potentialagtity and grade is
conceptual in nature and there has been insufficexploration to define a Mineral Resource andsituincertain if further
mining/exploration will result in the determinatiah a Mineral Resource”

Mining and Gold Production in 2009

1st Quarter 1,372 ozs gold and 186 ozs silver
2nd Quarter 2,246 ozs gold and 232 ozs silver
3rd Quarter - 1,857 ozs gold and 344 ozs silver
4th Quarter 884 ozs gold and 206 ozs silver

TOTAL - 6,359 o0zs gold and 968 ozs silver

Gold production in 2009 continued to be lower thaxpectations. The reasons for low production aresdribed below (some of
which were also operative in and described in th®©M. A for 2008).
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1. As mentioned in the section “Overall Performancefoduction was severely handicapped by a disputh wir former
Mining/Earthmoving Contractor. This caused a tat@ruption to mining and crushing in July and Aug@609, and the
recovery and replacement plan was implementedettird and Fourth Quarter of 2009.

2. Excessive rainfall restricted earthmoving, crushaugivities, and vat construction. To put this iargpective, parts of New
Britain Island have recently received the highest most intense rainfall in 30 years.

3. Crushing capacity and vat construction was inadeqt@a provide sufficient tonnes of ore leachingvais at any time to
produce the forecast gold production. Additioraishing capacity comes on line in May 2010.

4. NGG, in 2009 was markedly short of cash and capifhe project has been undercapitalised whichtéethanagement
adopting an “on time” basis for critical storesedduse of the remote location, when critical staidsnot arrive on time this
lead to delays in processing, crusher maintenande/at construction.

To a large extent the operational problems haven ladleviated by the private placement raised ie 2009 early 2010.
However, the impact of those funds has not yet Bt in gold production.

Some of the measures adopted to improve performaatc®inivit are described below:

By March 2010, the Company had sufficient equipmemtsite so that mining, vat building and fillingquirements are less
restricted by wet weather.

1. In October, NGG acquired two CAT 730 6x6 articuthtbump trucks; one Hitachi 450H 45t excavator, and CAT D5G
bulldozer. NGG now owns this equipment subjectatbusiness loan of Kina 3 million with the Bank $6uth Pacific,
repayable monthly over 24 months. The previoun foam the Bank of South Pacific has been fullyaidp

2. We have since then added, as NGG fully owned ecgiipna further D7 bulldozer, two further CAT 25cavators, a CAT
grader, a CAT tool carrier, and a further CAT 73@® @rticulated dump truck. This equipment was ib@ and operating in
early March 2010.

3. The additional cone crusher purchased mid 2009 ¢anged by NGG) has been refurbished, has arrivébkopo, and should
be on site and operating in May 2010. This, togetlith a more extensive crusher parts inventoryuthgubstantially increase
crushing capacity by Second Quarter 2010.

Production, as originally envisaged of 2,5000z3,6000zs per month will not be achieved on a coesidasis without a change in
the processing method. The VAT leach process weausing has been shown to have significant shoitagsrin difficult terrain
and high rainfall areas.

As previously reported, NGG is studying convertthg processing route to a variation of CIP, whiah lvave designated CIC or
Carbon in Column. Basically this would requiretaisnill new mineralisation and re-treat existingsined mineralisation already in
vats by grinding in a mill to nominal size of mint®0 microns, leach the gold in tanks, and colteetgold in existing carbon

columns. Residue time in tanks is expected topgpecximately 48 hours and anticipated gold rec@gehy such a process would
be between 90% and 95%, rather than the presentt6(%%. At present it takes up to 12 months tivaex all recoverable gold

from a vat. The capital and operating costs reguio effect these changes are being assessetetmie if we should proceed.

Management cautions that to implement these chanmijjegquire additional capital of the order of @&bm to Cad$7m. NGG does
not have this cash at the present time.
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Vat details to 28 February 2010

CN CN
CN Percent Leachable Leachable
CN Leachable Gold leached as gold gold

Tonnes in Leachable goldinvat extracted at28Feb remaining remaining

VAT Vat grade (g/t)  (grams) (grams) 2010 (grams) (ounces)
la 1,079 1.77 1,910 510 26.7 1,400 45
1 7,001 4.26 29,824 23,011 77.2 6,813 219
1c 3,316 1.77 5,869 3,602 61.4 2,267 73
lcLift 5,852 5.8 33,942 21,099 62.2 12,843 413
2 21,440 3.9 83,616 51,077 61.1 32,539 1046
3 24,530 2.76 67,703 36,289 53.6 31,414 1010
4 13,976 6.97 97,413 61,201 62.8 36,212 1164
5 11,843 2.77 32,805 2,145 6.5 30,660 986
A 18,950 2.6 49,270 32,645 66.3 16,625 535
B 9,950 8.73 86,864 35,830 41.2 51,034 1641
C 9,125 6.03 55,024 24,860 45.2 30,164 970
D 10,710 7.45 79,790 31,091 39.0 48,699 1566
H 7,929 6.27 49,715 23,864 48.0 25,851 831
I 11,942 7.51 89,684 40,655 45.3 49,029 1576
J 9,944 4.13 41,069 24,655 60.0 16,414 528
K 6,581 5.5 36,196 11,884 32.8 24,312 782
M 6,830 3.25 22,198 9,326 42.0 12,872 414
N 14,381 55 79,096 26,615 33.6 52,481 1687

195,379 941,988 460,359 481,629 15,486

As at February 28, 2010, there were 183,536 towfiese in vats (92,000t in March 2009). This eggato 15,4850zs of CN
leachable gold (11,000 ozs in March 2009). It $hdre noted however that, with the present proogseiethods, the vats are
effectively fully leached at approximately 60% t6%. This is one of the principle reasons for cdesition of a change to the
processing methods.

The remaining oxide mineralisation that can be whinas not been estimated but is likely to approténtlae tonnage already mined
and in vats. If additional resources are estimate€iavursuki this tonnage would increase.

Exploration

Exploration was largely restricted to the immediati@e area in 2009 with the intention of increading oxide resource. This was
largely successful, although not yet quantifiedd aesults are shown in the section “Overall Pertomoe” and Press Releases
throughout 2009.

Exploration re-commenced in February 2010. Siniaxploration can be divided into six parts, Sinigiide, Sinivit sulphide,
Kavursuki, Tellurium, Sinivit South, and Magiaberplaoyry.

Sinivit Oxide - We are presently completing drilling at thethern extension of the northern oxide (see re&emts
Release for high grade surface trench results athBion Oxide Zone), using NGG’s RC drill. This wike additional
mineralisation to the original resource. We amnping a second phase of 30m deep RC drilling filmenbase of the pit,
when the pit reaches a depth equivalent to the birthe former RC drilling. This work will be caed out over the next 12
months, and will define oxide, transitional andpbutle mineralisation directly below the pit.
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Sinivit Sulphide - Copper, gold, tellurium mineralisation extertdsdepth over a known strike length in excess of a
kilometre. To better target significant major sutfghconcentrations, which is difficult to do aepent using diamond core
drilling, we intend to complete a 3D Induced Polarisation (IPsurvey in April and May 2010,(see Press Release dated
February 23, 2010 for details). Drilling would thirst the anomalies that have been defined.

IP is a method whereby conductivity and resistidfythe sub-surface rock can be recorded. Sulghidi normally have
a higher conductivity than surrounding wall rocksl @an then be located by this method.

This method was used successfully at Mt Nakru @eppermoly releases for details - NGG has a 23%rast in
Coppermoly).

Kavursuki - The Kavursuki zone is 1km to 2kms north of tleethern oxide zone. It represents a possibl@najdition to
the oxide resource and in particular a low coppspurce. The IP will cover this zone as well asv&i(see attached plan).
Previous exploration including substantial bulldozenching and twelve diamond drill holes for tat@advance of 1,258.45m
was completed over a distance of 900 metres aloméfavursuki Prospect. Significant trenching resurtlude the following:

28m at 4.84 g/t Au including 14m @ 7.11 g/t Au
10m at 1.36 g/t Au

8m at 2.1 g/t Au

7mat 1.24 g/t Au

Historical drill results that intersected signifitaoxide mineralisation are:

From Interval Gold

Hole No (m) To (m) (m) (g/t)
90KVDO003 2.10 3.70 1.60 1.42
90KVDO005 5.35 6.60 1.25 13.45
30.60 37.40 6.80 1.87
90KVD007 | 11.20 17.20 6.00 1.18
90KVD009 | 43.15 48.40 5.25 8.04

(See attached figure for trench and drill locat)ons

Trenching is well underway to expose the surfacthisf zone over its entire 900m length. RC drjliwill follow second
Quarter 2010.

The area is rugged, with perhaps 50m vertical éxitthe zone exposed on hill slopes in some areas.
The 3DIP Survey will also cover Kavursuki Prospect.
Tellurium

As noted in a recent Press Release, Tellurium hasteactive theoretical in ground, or in vat vaaieSinivit, both in the
crushed oxide mineralisation presently in vats iarttie mineralisation yet to be mined.

An extensive sampling program of material in vativiously drilled RC drill holes, diamond core é&®land channel
sampling in the pits is underway to provide a brattederstanding of the overall tellurium contenthasf system.

We have dispatched samples to World Industrial kilsean interested buyer of tellurium in the USA foetallurgical
testing to determine if the tellurium can be ecoiuaitty recovered.
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e Channel Sample with gold intersection
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Sinivit South

A recent review of historic outcrop sampling alohg 10km strike of the Wild Dog Structural Zone hasealed the
presence of gold and tellurium at many locations.

Examples are at the Mengmut Vein, located 1km seesh of the Mt Sinivit Lease (within EL 1140), whkean outcrop
sample assayed 19g/t gold, 0.73% tellurium, 1.26%per, and 381ppm molybdenum. Outcrop samplirtgenvicinity of
the Muruk Vein located approximately 5kms southwafsthe Mine Lease identified tellurium in two sde® (77ppm
tellurium and 90ppm tellurium). At Steel Creek Ng&ilocated 1km west of Muruk Vein, an outcrop slentfad assayed
32ppm tellurium (9.6g/t gold and 158ppm silver).

Numerous rock samples have been collected whicydssm less than 1g/t gold to in excess of 106gitl.

These assays highlight the known distance overiwtiie gold/telluride mineralisation occurs in théldADog Structural
Zone and justifies detailed follow-up exploration.

The 3DIP Survey will also cover the area immediasgluth of the mine. Excavator trenching will ats® completed over
this zone during the next half year.

Magiabe Porphyry Copper

Porphyry copper mineralisation has been located tiusthe west of the Sinivit System, and may betesl to the
mineralisation at Sinivit. The 3D IP Survey wik lextended to cover this zone.

RESULTS OF OPERATIONS

Quarter ended December 31, 2009

The Company’s net loss for the quarter ended Deeerdb, 2009 was $4,008,200 or $0.02 per commorest@anpared to a net
loss of $971,121, or $0.01 per common share, fercthrresponding quarter last year. The Companyvedes87,023 in interest
payments on cash balances, deposits and long ézgivables for the quarter. Interest revenuesuietaccording to the amount of
funds held in deposit and the interest rates atthituring the period. The net loss for the quasteted December 31, 2009 includes
results from mining operations which produced aoprating loss of $3,399,873. This net mining apag loss included metal
sales, net of refining and royalty costs, of $1,8328, non-cash deferred mining costs amortizatioth equipment depreciation
charges totalling $2,048,980, and a decrease amiovy of $465,512.

The increase in the net loss for the quarter emsmEmber 31, 2009 compared to the same periodd8 2@s $3,037,079 and was
largely attributable to the net loss from miningeogtions opposed to a net profit from mining ogeret for the quarter ended
December 31, 2008, a decline of $6,313,985. Théngem the mining operation’s net result includgtl 735,248 less in net metal
sales and an overall decrease in mining inventafe$7,173,130, due to exceptionally high produttin the December 2008
quarter. Other significant items that contributedthie increase in the net loss between the twagegrincluded higher financing

costs of $473,413 compared to $183,407 for the gzeried in 2008. The higher financing costs aregpally attributable to the

amortization of costs and interest payments aswatiaith the convertible debentures issued in Ddar2008 and January 2009.
The Company also had a lower dilution gain of $3,988 and higher foreign exchange loss in the quamded December 31,
2009 of $20,257 compared to a gain of $578,152ndutie same period in 2008 because of fluctuatiorfisreign currency rates.

These increased costs were offset by lower impaitrntesses, bad debts provisioning and decrease@ stisgequity accounted

losses.

During the quarter ended December 31, 2009 the @aynpompleted $255,710 (quarter ended Decembe2®18: $731,362) in

exploration and evaluation on its mineral propéntgrests, but no expenditure on mine developmedtcammissioning (quarter
ended December 31, 2008: $nil). During the quatterCompany had $1,638,374 of net gold sales (guartded December 31,
2008: $3,373,622).
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Year ended December 31, 2009

The Company’s net loss for the year ended Decer8ther2009 was $8,802,185, or $0.05 per common stwm@pared to
$7,407,150, or $0.05 per common share, last ydar.dompany received $348,654 in interest paymeantsash balances, deposits
and long term receivables. Interest revenues fatetaccording to the amount of funds held in de@osd the interest rates attained
during the period. The net loss for the year erdedember 31, 2009 includes results from mining at@ns which produced a net
operating loss of $5,410,658. The net mine opegdties included metal sales, net of refining andity costs, of $6,872,535, non-
cash amortization of deferred mining costs andmgent depreciation charges totalling $5,287,89d,amnincrease in inventory of
$498,013. The higher mine operating costs are g#peattributable to 2009 being the first full yeaf mining operations. Also
included in the net loss for the year ended Decen®tie 2009 is financing costs of $1,220,954 mositiributable to the
amortization of the costs relating to the convéstilebentures maturing on April 30, 2010 and stoaged compensation of
$796,257 relating to the value of incentive stopkans issued to eligible directors, employees esmbultants in February 2009.

The increase in net loss for the year ended Dece&lhe2009 compared to 2008 was $1,345,035 andasgely due to the increase
in net loss from mining operations of $5,410,658mAjor contributor to the increase in net operatoss from mining activities
was lower increase in inventory of $498,013, dudange part to the initial recognition of inventonry 2008. The other major
contributor to the increase in net operating lossnf mining activities was an increase in amort@atnd depreciation charges of
$2,880,126, over last year. These increased casts offset by an additional $1,186,649 of net mstdés and $888,454 in lower
consumable costs. The increase in net loss folyd¢lae ended December 31, 2009 was also due to semtefinancing costs of
$647,813, higher stock based compensation in 202 88,738, lower dilution gain of $1,477,957, andher foreign exchange
loss being a net $587,101 turnaround from a foreiphange gain last year to a loss in 2009. Thegeased costs were offset by
lower impairment losses, bad debts and decreased shequity accounted losses.

Significant non-cash items included in the Compamet loss for the year ended December 31, 200aded non-cash dilution

gain of $542,654 (2008: $2,208,298) and non-cagemditures including $376,351 in impairments and babt expense (2008:
$4,396,162), total amortization and depreciatiopesses of $6,227,986 (2008: $3,347,860), sharessek from equity accounted
associates of $662,904 (2008: $2,797,583), and-4tased compensation expense of $797,257 (2008, %53). Non-cash income
and expenditure does not affect the financial dionliof the Company.

During the year ended December 31, 2009 the Compamypleted $1,121,105 (2008: $1,894,356) in expilmmaand evaluation on
its mineral property interests. The Company hademrpenditure on mine development and commissionmd@0@09 (2008:

$3,770,725). During the year the Company had $75D86(2008: $6,184,185) of gold sales. 2008 goléssiacluded $292,803 of
sales which were offset against mine developmestsashen the Sinivit mine was still in the devel@mticommissioning phase.

December 31, December 31, December 31,
Reconciliation of Net Loss to EBITDA® 2009 2008 2007
$ $ $

Net loss for the year (8,802,185) (7,407,150) (1,989,488)
Financing costs 1,220,594 572,781 209,841
Interest income (348,654) (327,558) (231,152)
Total amortization and depreciation expenses 6985/, 3,347,860 322,772
EBITDA (1,702,259) (3,814,067) (1,688,027)

L EBITDA represents an indication of the entity’s aeity to generate income from operations beforataito account management’s financing
decisions and costs of consuming tangible and giltém capital assets, which vary according to thaitage, technological currency, and
management’s estimate of their useful life. Accogllf, EBITDA comprises revenues less operatingscbsffore interest expense, capital asset
amortization and impairment charges, and incomestax
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Summary of Selected Annual Information
The following information is for each of the threefiscal years ended December 31, 2009, 2008 and 2007

December 31,| December 31,| December 31,
2009 2008 2007

Selected Annual Information $ $ $
Net metal sales 7,106,526 6,184,185 359,626
Interest and other income 632,776 539,344 534,990
Net loss 8,802,185 7,407,150 1,989,488
Net loss per share — basic and diluted 0.0% 0.0b .02 0
Total assets 25,986,983 27,805,127 24,082,140
Long-term liabilities 809,921 2,115,863 -
Dividends - - -

Summary of Quarterly Results (unaudited) for the quarters ended March 31, 2008 to December 31, 2009:

Year ended December 31,
2009 2008

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

$ $ $ $ $ $ $ $
Gross revenug 1,638,344 1,426,246 2,450,145 1,691]1 3,373,622 975,414 1,542,346 -
Interest and
other income 118,591 132,943 272,968 108,254 2@7,10 90,748 195,168 46,324
Net profit/
(loss) (4,008,201} (1,176,398)] (3,643,591) 26,005 (971,121)(3,392,807)| (2,296,050 (747,17Q)
Basic/diluted
profit/(loss)
per share (0.02 (0.01) (0.02) 0.00 (0.01) (0.02 (0.01 (0.01)

FINANCIAL CONDITION

At December 31, 2009, the Company had working ahpft$5,131,470 (2008: $6,222,955). The changedrking capital was due

largely to the inclusion of debentures and embedtkrivatives as current liabilities. The debentunes embedded derivatives
mature in April 2010 and had a combined fair vabfe$3,101,753 (in 2008 the debentures and embedeéegatives had a

combined fair value of $1,940,045 but were clasdifas non-current liabilities). Other amounts théitienced working capital

included an increase in mining inventories to $8,988 (2008: $5,220,975) and a decrease in shontd@nk debt to $1,039,545
(2008: $1,456,389). These improvements were offgedn increase in accounts payable of $1,199,6Q082%$1,576,750) and a
decrease in accounts receivable and prepaid expeas$245,270 (2008: $457,501). Cash and marketsdderities remained
relatively static at $3,627,136 and $98,800 asextdinber 31, 2008 respectively (2008: $ 3,530,8H8546,800).

The Company’s long-term obligations at December289 included $613,715 (2008: $nil) for long-telbank debt owed to the
Bank of South Pacific. Other long-term obligati@isDecember 31, 2009 included asset retiremengatibins of $196,206 (2008:

$175,818).
The Company is committed to paying approximatel®&@00 at April 30, 2010 for accounts payable.

% Net metal sales shown here are net of refiningscastl include amounts that were offset against ohévelopment costs when the mine was still
in the development/commissioning phase, $292,8@®@8 and $359,626 in 2007.
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CAPITAL RESOURCES AND LIQUIDITY

Capital resources of the Company consist primafilyash and liquid short-term deposits of approxatya$3,600,000 at December
31, 2009 and $420,000 at April 30, 2010.

The Company’s cash requirements include fundingritgoing mining and exploration operations, as aslits administration and
corporate activities. The Company also needs talile service its bank debt over the next 12-24 hmnThe Company has
recently arranged for the transfer of its remairb0§o interest in EL 1069 and EL 1091 to Normanbyikty Ltd and NMC Mining
Corp for a 45% interest in Normanby plus $3,000,08#n to repay the maturing convertible debentureg\pril 2010 (see
subsequent events below).

The Company routinely prepares cashflow and experalibudgets to monitor cash requirements on aroinggbasis. The
Company anticipates gradual improvements from itsenoperations leading to the ability of those agiens to fund liquidity
requirements within the next 12 months. If mineragens do not improve sufficiently capital marketay also need to be accessed
again to fund the Company’s operations. There vgawver no certainty that the Company will be ableltain funding from capital
markets in the future. The Company may also eisiediror farm out interest in mineral propertiesstgpport ongoing exploration
and operational funding requirements.

The Company does not anticipate the payment ofldids in the foreseeable future.

CASH-FLOWS

Including expenditure attributable to mining workgrogress and inventory items, the Company hagetajenerated positive cash-
flow from mining operations. The Company is workilogvards producing cash flows from gold productiofiund ongoing mining
and exploration operations, as well as its adnatisin and corporate activities. In the past thenfany has also been able to fund
its operations by issuing its shares or convertilabt securities either through financings or tkereise of existing share purchase
warrants and stock options.

Quarter ended December 31, 2009

Cash used in operating activities in the quarteledrDecember 31, 2009 increased to $920,831 conhpaneet cash provided by
operating activities of $1,678,799 for the corresfing quarter in 2008, a $2,599,630 decline. Thiwa@ase in cash used in
operations was mainly due to decreased revenue finetal sales and higher over all cash costs fromeroperations. It was also
due to increased cash financing costs paid, inetkésreign exchange loss, and a decrease in acc@ayable and accrued
liabilities at December 31, 2009. The increase [erating cash used was offset by a decréasamounts receivable and
inventory at December 31, 2009

Cash used in investing activities decreased to 251989 in quarter ended December 31, 2009 from 482022 for the
corresponding quarter in 2008. The decreased eipemdn investing activities was mostly due toueeld spending on mineral
exploration and deferred mining costs in 2009. Sofitae Company’s shareholding in Coppermoly wdd sothe December 2009
contributing investment activity funds but therergvalso increased equipment purchases in the Dexre2009.

Cash provided by financing activities in the quat@ded December 31, 2009 increased to $5,467,08tpared to net cash
provided by financing activities of $2,039,076 tbe corresponding quarter in 2008. This was largefsibutable to the private
share placements in December 2009 and offset bgrltaan proceeds and higher loan repayments iDgoember 2009 quarter.

Year ended December 31, 2009

Cash used in operating activities in 2009 incredee#l1,411,786 compared to $318,840 in 2008. Tidsease in operating cash
used was mainly due to increased operating costiseaMt Sinivit mine, increased cash financing sgséid, increased foreign
exchange loss, and increased head office overh&adsincrease in operating cash used was offsetnbyncrease in revenue from
metal sales and a decrease in accounts payabkcand liabilities.

Cash used in investing activities decreased to0#49B6 in 2009 from $7,848,245 in 2008. The de@@a&xpenditure on investing
activities was mostly due the finalization of thevdlopment of the Mt Sinivit mine in 2008 with noresponding expenditure in
2009. The decrease was also attributable to purghahares in the Coppermoly float in 2008 withaiag no corresponding
expenditure in 2009. Some of the Company’s shadéglin Coppermoly was sold in 2009 contributinggatment activity funds
but there were also increased equipment purchas30o.

Net cash flows from financing activities came frgmvate share placements in December 2009 and rivee@ds from a new
business asset loan from the Bank of South Paetfich was used to fund capital equipment purch&sethe Sinivit mine. The
company also received loan funds as part of thestea of assets to Normanby Mines Ltd and Vangatddrrces Ltd. These loan
funds were used to repay the fully drawn advanoenfthe Bank of South Pacific. The loans from NorbyaMines Ltd and
Vangold Resources Ltd subsequently reverted topsaleeeds on receipt of TSX approval for the regepteals.

Page 16 of 20



NEW GUINEA GOLD CORPORATION

December 2009 MD & A

SHARE CAPITAL

The Company’s authorized share capital consistanofinlimited number of common shares without pduesa Shares issued

January 1, 2008 to December 31, 2009 and to tleeaddhis report are as follows:

Number of Shares

Share Capital

$
Balance, January 1, 2008 128,574,242 34,295,465
Issued as part of short term funding agreement 0000, 188,000
Exercise of warrants 26,508,238 7,817,690
Fair value of warrants exercised - 532,950
Exercise of stock options 760,000 227,285
Fair value of options exercised - 216,077
Total shares issued 27,668,238 8,982,002
Balance, December 31, 2008 156,242,480 43,277,467
Private placements 31,208,334 3,481,275
Balance, December 31, 2009 187,450,814 46,758,742
Private placements 14,252,083 1,600,000
Balance, April 30, 2010 201,702,897 48,358,742

Related Party Transactions

Transactions with related parties are in the noromlrse of operations and were valued at exchangmuat being the value
established and agreed to between the parties. Aimalue to or from related parties are unsecurakimerest bearing and due on
demand.

Coppermoly Ltd (“Coppermoly”) was incorporated idQZ and acquired the Simuku and Mt Nakru propeft@s the Company in
exchange for shares. The Company also purchasegkshahe Initial Public Offering of Coppermolydatook up its entitlement to
share purchase options during 2008. The Compamgmtly owns 21.5% of the share capital of Coppeynadter selling down its
share holding during 2009 and Coppermoly raisingjtaahal capital. As at December 31, 2009, Coppdynoaved the Company
$716 (2008: $78,541) for exploration expenditurail dor by the Company on Coppermoly’s behalf. 002 Copper Quest PNG
Ltd, a wholly owned subsidiary of Coppermoly, afsid the Company $85,232 for equipment hire whith@ompany included in
interest and other income on the statement of tipesaand deficit.

Pacific Kanon Gold Corporation (“PKG”), a privaterapany, acquired the Company’s interest in KanosoReces Ltd (“Kanon”)
for shares in 2007. At December 31, 2009, the witad by PKG to the Company was $1,297,829 (200835,610). The amount
related to exploration expenditures, as well aggasional and other fees relating to PKG's planifd, paid by the Company on
PKG’s behalf. As part of the sale agreement ofGbenpany’s interest in PKG, the Company has providedhe non-collection of
this receivable. In 2009 Kanon also paid the Compbi9,341 in operating fees (2008: $94,779) fonaging the exploration
programs and $32,023 (2008: $27,323) for equiprhzat Both of these amounts were included in irtieamd other income on the
statement of operations and deficit.

Frontier Resources Ltd (“Frontier”) is an ASX lidteompany with two directors in common with the Qxamy at December 31,
2009. As at December 31, 2009 Frontier owed the gzom $16,214 (2008: $nil) for exploration expenditupaid for by the
Company on Frontier's behalf.

Goldmines of Niugini Holdings Limited (“GMNH?”) ishte 10% joint venture partner in the Mt Sinivit midg December 31, 2009
GMNH owed the Company $2,670,146 (2008: $1,879,325)

Prior to 2003, Macmin, was the Company'’s joint veatpartner in certain properties through Macmimfelly-owned subsidiary,
New Guinea Gold Ltd (then known as Macmin PNG Ltehjch the Company acquired from Macmin in 2003Nmvember 2008
Macmin was placed into voluntary administration aubsequently acquired and relisted by an unreldted party. Macmin
ceased to be a related party in 2009. At DecemibeRB09 however the Company owed Macmin $82,903dwalties, offset by
shared services used by Macmin (2008: Macmin olwedCompany $56,761 for shared services).

All balances owing to the Company in relation ttated party transactions at December 31, 2009 aswkl@ber 31, 2008 were
included in amounts receivable, long term receislolr accounts payable and accrued liabilitie$erbalance sheet.

Off-Balance Sheet Arrangement
The Company has no off-balance sheet arrangemetrsngactions and none are contemplated.
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Financial and Other Instruments

The Company’s financial instruments consist of casti equivalents, amounts receivable, marketaloigrises, investments, long
term receivables, accounts payable and accrueilitied) bank debt, convertible debentures and afdbd derivatives. The cash
and equivalents and bank debt balances in thesmuaiscare in Canadian dollars, Papua New Guinea &t Australian dollars
and are recorded at their carrying value which exiprates fair value due to the short-term natur¢hete items. The amounts
receivable, long term receivable accounts payaideaacrued liabilities and convertible debenturesstéated at amortized cost. The
investment is measured at cost while marketablerges and embedded derivatives are recordedratdbe.

Legal Proceedings

At the end of June 2009, the Company’s Sinivit minequipment contractor, HBS Machinery (“HBS”), latérally terminated its
Agreement without due notice removing equipmentrfrthe Sinivit mining site. The Company views this @ breach of the
Company’s Contract Agreement with HBS, specificélBS’s removal of certain equipment from the Sinsite, which equipment,
under the terms of the Contract Agreement, is nemelicially owned by NGG and, failure on the pdrti®8S to give the requisite
30 days notice to NGG before removing any suchep@cequipment from the Sinivit site. NGG is purguclaims against HBS in
the Papua New Guinea Court for damages totallib§25389 Kina or approximately $2,100,000.

HBS have made a counter claim against the Compamglleged unpaid hire fees for 2,928,430 Kinampraximately $1,200,000.
NGG disputes the amount of the counter claim.

RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
i) Financial Instruments — Disclosures — Revised sec3i862
The amendments to CICA HB 3862 expand the discésstequired in respect of fair value measuremeamtsliquidity risk.
The Company has not provided comparative informatio these expanded disclosures in the currentipeaccordance with

the transitional relief offered in these amendmeriise result of the expanded disclosures requiredCompany to identify the
degree to which the fair value is observable.

i) Goodwill and intangible assets

In February 2008, the CICA issued section 3064, ddlb and intangible assets, ("Section 3064") replg Section 3062,
Goodwill and other intangible assets ("Section 3Dp&hd Section 3450, Research and development.céatious changes
have been made to other standards to be consigthrthe new Section 3064. Section 3064 is appleadbfinancial statements
relating to fiscal years beginning on or after @etol, 2008.

Section 3064 establishes standards for the redognineasurement, presentation and disclosure efiygili and of intangible
assets. Standards concerning goodwill are unchafngedthe standards included in the previous Sacd@62. The adoption
of this section did not have any impact on the Camyfs consolidated financial statements.

iif) Mining Exploration Costs

In March 2009, the Emerging Issues Committee (E48)ed EIC-174 “Mining Exploration Costs”, whiclopides guidance to
mining enterprises related to the measurementmibeation costs and conditions that a mining enteepshould consider when
determining the need to perform an impairment r&wé such costs. The accounting treatments providéfiC-174 have been
applied in the preparation of these financial steiets and did not have an impact on the valuatiomioeral exploration
assets.

iv) Credit Risk and the Fair Value of Financial Assatsl Financial Liabilities

In January 2009, EIC-173 “Credit Risk and the P&tue of Financial Assets and Financial Liabilitiegas issued, which
clarifies that an entity’s own credit risk and ttredit risk of the counterparty should be takew iatcount in determining the
fair value of financial assets and liabilities, limting derivative instruments. EIC-173 is to be lagpretrospectively without
restatement of prior periods in interim and anrfirelncial statements for periods ending on or afterdate of issuance. The
accounting treatments in EIC-173 did not impact@oenpany’s financial results for the year endeddbegmer 31, 2009.

v) General Standards of Financial Presentation

The CICA accounting standards board amended set#i0@ to include requirements, from January 1, 26@8nanagement to
assess and disclose an entity’s ability to contemia going concern. The adoption of this amendutidntot have an impact on
these consolidated financial statements other disatosures.
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vi) Inventories

From January 1, 2008, the Company adopted new GH#@Adbook section 3031 which provides additionaddgntce in the
measurement and disclosure of inventories. Thesedvstandard requires inventories to be presenttdt dower of cost and
net realizable value. In addition, the revised dtad requires inventories to include fixed produttoverhead based on their
normal capacity. The adoption of this section dimt have a material impact on the Company's cors@d financial
statements.

ACCOUNTING PRONOUNCEMENTS NOT YET ADOPTED

The following pronouncements recently issued byCdm@adian Institute of Chartered Accountants (“CIC®ill likely impact
the Company’s future accounting policies:

i) International Financial Reporting Standards (“IFRB"

In 2006, the Canadian Accounting Standards Boaft$B”) published a new strategic plan that will réfgcantly affect
financial reporting requirements for Canadian conigs The AcSB strategic plan outlines the convecgeof Canadian GAAP
with IFRS over an expected five year transitionaligd. In February 2008, the AcSB announced thatl28 the changeover
date for publicly-listed companies to use IFRS,laeipg Canadian GAAP. The date is for interim amohuwal financial
statements relating to fiscal years beginning oaftar January 1, 2011. The transition date of dani, 2011 will require the
restatement for comparative purposes of amountsteghby the Company for the year ended Decembe?(BID.

The Company has commenced the process to tranfiiioncurrent Canadian GAAP to IFRS. The transitiwacess consists
of three primary phases: scoping and diagnosticghianpact analysis, evaluation and design phaskjraplementation and
review phase.

Phase 1: Scoping and Diagnostic

The Company has ongoing training for appropriatesqanel on IFRS standards and an initial assessometite impact of the

IFRS conversion on the Company’s opening finanp@dition has been completed. From this assessterdreas with the

highest potential impact were identified as businesmbinations, related party transactions, impaitof assets, financial
instruments and initial adoption of IFRS under finevisions of IFRS 1. IFRS standards may changer poi the Company’s

adoption of IFRS and this may impact the initiabessment. The Company does not anticipate anyfisayti changes to its

information technology, internal controls over ficéal reporting, business activities, nor disclesaontrols and procedures
from the conversion to IFRS. The Company will reviend update the IFRS conversion plan as required.

Phase 2: Analysis, quantification and evaluation

Based on a detailed review of IFRS standards, thepgany will choose accounting policies and procesuguantify the
impact on key line items and disclosures, and peegeaft financial statements under IFRS.

Phase 3: Implement and Review

The Company will implement new accounting policiexer IFRS and prepare and report consolidatedhdinh statements
under IFRS.

IFRS 1, “First Time Adoption of International Fir@al Reporting Standards”, provides entities adaptiFRSs for the first
time with a number of optional exemptions and mamgyaexceptions, in certain areas, to the generquirement for full
retrospective application of IFRSs. The variousoaoting policy choices available are being asseasédthose determined to
be most appropriate in the Company’s circumstandékéde implemented.

i) Business combinations

In December 2008 the CICA issued section 15 &iness Combinationsgplacing section 158 Business Combination$his
standard was amended to require additional usaiof/&lue measurements, recognition of additiosakts and liabilities and
increased disclosure. Companies adopting secti@@®? Mill also be required to adopt CICA Handbook tieers 1601,
Consolidated Financial Statementand 1602,Non-Controlling Interests These standards will require a change in the
measurement of non-controlling interest and witjuiee the change to be presented as part of sHdexkbequity on the
balance sheet. In addition, the income statemgttieocontrolling parent will include 100% of thabsidiary’s results and
present the allocation between controlling and oomtrolling interest. These standards will be effee January 1, 2011
however early adoption is permitted. The changssiting from adopting section 1582 will be appl@dspectively and the
changes for adopting sections 1601 and 1602 willgp@ied retrospectively.

At the date of this report the Company did not hamg investments in subsidiaries with non-contngilinterests and so has
assessed that there will be no impact from theseateounting standards on its current consolidfitedhcial statements.
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OUTSTANDING SHARE DATA

The Company has one class of shares and there2@&y202,897 shares issued as at April 30, 20104587814 shares issued as at
December 31, 2009) and 231,952,897 on a fully eddasis.

The Company has a stock option plan and at the afateis report there were 7,050,000 options outiiteg exercisable into one
common share between $0.23 and $0.43 (7,050,0&hspiutstanding as at December 31, 2009).

The Company has 1,800,000 warrants outstandingpail 80, 2010 exercisable into one common shar&G20 (8,200,000
warrants outstanding as at December 31, 2009 ssbilei into one common share between $0.20 and)$0.60

BUSINESS RISK ASSESSMENT

In addition to operational issues, there are séwuishks that could affect our business prospectse Teasibility of our mine
operations and mineral exploration is significargffected by changes in the market price of gold sitver. Gold prices fluctuate
widely and are affected by numerous factors beyaumdcontrol. The level of interest rates, the rmafténflation, world supply of
gold and stability of exchange rates can all caigeificant fluctuations in gold prices. Such ertdreconomic factors are in turn
influenced by changes in international investmettguns and monetary systems and political devedopsn

The exploration and development of our mineral esgtion properties will require substantial addiab financing. Failure to
obtain sufficient financing will result in the dglar indefinite postponement of exploration, depeh@nt or production on any or
all of our properties or even a loss of propertgiiests. Our ability to arrange such financinghie future will depend, in part, upon
the prevailing capital market conditions as welbas business performance. There can be no assutlaaicwe will be successful in
our efforts to arrange additional financing onsfatitory terms. If additional financing is raisedthe issuance of shares, control of
the Company may change and shareholders may siiifiéon.

Our business risks also include operating hazam&ronmental and other government regulations,pegition in the marketplace,
and the market for our securities. Our propertiesl@cated in PNG and are subject to the laws agdlations of that country. We
carry on our exploration activity outside of Canadacordingly, we are subject to the risks assedatith the fluctuation of the
rate of exchange of the Canadian dollar and foreigmencies, in particular the Australian dollardathe PNG kina. Such
fluctuations may materially affect our financialsition and results.

In accordance with industry practice, the Companyot fully insured against all of these risks, aoe all such risks insurable.
Although we maintain liability insurance in an améthat we consider consistent with industry pragtthe nature of these risks is
such that liabilities could exceed policy limitshieh could lead to significant costs that coulddavmaterially adverse effect upon
our financial condition.

SUBSEQUENT EVENTS

The Company completed a private placement on Jar2@r 2010 for the issue of 13,333,333 common shéwe gross
proceeds of $1,600,000.

On February 1, 2010 the Company announced thengasi the sale of its interest in Pacific Kanon &akd, and the

associated interests in certain mineral propettieéangold Resources Ltd for $500,000 cash and6]J@2 common shares.
The Company will retain a 5% interest in the Mt BlenAllemata and Fergusson Properties and a 108testtin the Feni

Island property. On completion of this sale, trempany will hold approximately 17% of the commomr&s of Vangold

Resources.

On April 20, 2010 the Company announced that @nds to transfer its 50% interest in the Normaniny @heulea properties
to Normanby Mining PNG Ltd (Normanby). Under artiop agreement, Normanby can earn a further 50%@st in the
property after completing expenditures of CAD$8linil. In return, the Company will be issued shamwesenting 45% of
the outstanding capital of Normanby, and Normanidiypovide a $3,000,000 loan repayable within 18nths. The loan
will be convertible, at the Company’s option intease units (one share and one warrant), at a fibe determined based
on the share prices for the 5 days preceding repaymThe warrants will be for 24 months with akstrprice of 100%
above share price. The Company will also issuenémiby 5,454,545 common shares at a deemed prig@. b1 per share.
The completion of this transaction is subject te #pproval of the TSX-Venture Exchange. This apgirevas granted on
April 29, 2010. Repayment of the Debentures, andaatitional interest owed on the Debentures (whictrues at 10% per
annum until the Debentures are repaid), is expdotedcur during the first half of May 2010.

DISCLOSURE CONTROLS

As the Company is classified as a Venture Issudeuapplicable Canadian securities legislatiors riequired to file basic Chief
Executive Officer and Chief Financial Officer Cédates, which it has done for the year ended Déegn3l, 2009. The
Corporation makes no assessment relating to tlablestment and maintenance of disclosure contnods @ocedures as defined
under Multilateral Instrument 52-109 as at Decendigr2009.

Page 20 of 20



