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have not been reviewed by the Company’s auditors

The following discussion is a review of the actegt results of operations and financial conditérsouth
American Gold and Copper Company Limited and itssotidated subsidiaries (SAGC or the Company)
for quarters ended June 30, 2008 and June 30, 20Q&ther with certain trends and factors that are
expected to impact on future operations and firnesults. This information is presented as of 31|,
2008. The discussion should be read in conjunatiith the audited consolidated financial statemexits
the Company and the notes to those statements.Cbhgany’s consolidated financial statements and
financial data have been prepared in accordande @dinadian generally accepted accounting principles
(“GAAP”). In addition, this discussion contains t@n forward-looking statements regarding the
Company’s businesses and operations. These staterasn based on assumptions and judgments of
management regarding future events and resultslahotsults may differ materially from these statats

as a result of a number of factors, many of whighteeyond the control of SAGC. For more detail loese
factors, refer to the section titled “Risks” indldocument.

All dollar amounts are expressed in United Stat#kas, except as otherwise indicated.

Additional information relating to the Company, limding the Company’s most recent Annual Information
Form, is available on SEDAR at www.sedar.com

Forward-looking statements

Certain statements contained herein are forwarkiigop and are based on the opinions and estimdtes o
management, or on opinions and estimates providedaacepted by management. These opinions and
estimates include those that relate to geologiocal mining factors, commodity prices and marketing
parameters used by management.

Forward-looking statements are subject to a vamétsisks and uncertainties and other factors tuatd
cause actual events or results to differ, posslggificantly. When used in this document, the vgosdch

as “could”, “plan”, “estimate”, “expect”, “intend”/intent”, “may”, “potential”, “should”, and simila
expressions are forward-looking statements. Altlo@fAGC believes that its expectations reflected in
these forward-looking statements are reasonabtdy statements involve risks and uncertainties amd n
assurance can be given that actual results wikkdresistent with these forward looking statementse T
Company undertakes no obligation to update foriao#ting statements if circumstances or management’s
estimates or opinions should change. Readers areftine cautioned not to place undue reliance gn an
forward-looking statements.

Outstanding share information

As of July 31, 2008, the Company has issued ores @ddcommon shares and has a total
of 690,252,897 common shares outstanding. The Coynpas 154,285,117 common
share purchase warrants outstanding, each of vidiekercisable for one common share
at exercise prices of CA$0.045 to CA$0.25 througitdnber 15, 2010. Share options
outstanding and exercisable as of July 31, 20a8| 140,000,000 and are exercisable at
prices of CA$0.045 to CA$0.09 per common share rengiat various dates through
April 2, 2013. On April 30, 2008, 2,339,538 commstiock options were granted to a
new Director of the Company at an exercise pricEA$0.05 per share, exercisable for a
period of four years from issuance. The principaltile Company’s convertible secured
debt is convertible into 28,108,304 common shaféseoCompany.



Acquisition costs of resource properties, togethith direct exploration and development expenses
incurred thereon, are deferred and capitalizetiénaiccounts. Upon reaching commercial productivese
capitalized costs are transferred from exploraimyperties to mining properties, plant and equipnaem

are amortized into operations using the units afdpction method based upon proven and probable
mineral reserves and mineral resources. Manageragularly reviews the carrying value of each mihera
property using estimated undiscounted cash floasfeach project. When review suggests impairment,
the carrying value of the project would be reduttethe extent it exceeded the fair value.

This discussion addresses matters which the Compeligves are important for an understanding of its
financial condition and results of operations agwd for the nine months ended June 30, 2008 a@6d 20
and for its future prospects.

The Company'’s vision, core business and strategy

The Company is a Canadian corporation, listed enTtbronto Stock Exchange (TSX) with mining and

exploration activities in Chile. On July 1, 200etCompany commenced commercial production at its
Pimenton gold mine. Operations ceased in June 2@M&g to unusual weather conditions. On December
17, 2007, the Company was successful in raisin783997 by way a private placement financing, and
$397,000 through the exercise of warrants in Nowem2907 to restart operations at its Pimenton gold
mine at 50 tons per day.

The Company plans to utilize the cash flow from 50etons per day to further develop the reserve bés
the mine and to progressively increase productid200 tons per day and then to 300 tons per dayidiA
July 2008 the company restarted operations at RomerThe Pimenton Mine is expected to reach
commercial production on October 1, 2008, whenntlivee and processing plant achieve a rate of 10€ ton
per day of production. Until commercial productisnachieved, finance and other costs, net of gaidi
copper sales will be capitalized as preproductiosts.

The Company is also engaged in the exploratiorafm acquisition of gold and other mineral propertie
The Company’s principal exploration activities d&ming focused on a potential porphyry copper deposi
located within the Pimenton area on which the Camgpaolds mining claims. In addition, the Company
holds mining claims on Tordillo, a gold and coppeospect and Bandurrias, a copper prospect and La
Bellas, a gold prospect, though an option agreenmidre Company also holds interests in two limestone
deposits.

Using its core mineral assets, SAGC believesnbis positioned to grow into a profitable mining queny
as it re-starts production at its Pimenton golderand develops its Tordillo and Las Bellas goldspexts
and its copper prospect, Bandurrias, once the Romenine has been put into production.

Pimenton gold mine

The Company holds a 100% interest in Compaifia Minementon. In 2006 the

Company had plans to raise up to $14,000,000 t@rtegperations at Pimenton. This
plan included: (1) convert 250,000 tons of indidatesource into proven and probable
reserve which was estimated to take six monthsg@dir the partially damaged roof on
the plant estimated to take four months at a cb$660,000 (3) install new and larger
flotation cells to handle a plant through-put of03@ns per day up from the current
capacity of 200 tons per day (4) purchase new mimquipment and snow removal
equipment and (5) working capital during the sixntiomine development period. The
Company was not successful in raising the requiegutal for this plan.

Therefore the Company has scaled back its origiteads and prepared the mine for a 50 ton per day ra
which will be gradually increased to 200 tons pay dnd then to 300 tons per day. The current prewel
probable reserves of 35,000 tons will support tiperation for nearly two years at the reduced odite
production. Using the cash flow from operations @wmnpany plans to gradually convert the 250,008 ton
of resource into proven and probable reserves anltelop additional proven and probable resermes a
resources.



The Company was successful in raising $3,974,98fugh a private placement which closed on
December 17, 2007, and the exercise of a parteofviirrants in November 2007 in the amount of $33¥,0
to put the Pimenton mine back into production.

The Company had raised sufficient funds to restpetrations at Pimenton in May, 2008 but delayh t
receipt of certain plant equipment delayed thearestf operations of the plant until mid-July 2008.the
meantime mining development operations continued.

The delays in starting plant operations has caasedrking capital shortfall of approximately $1,6000.
The Company anticipates doing a non-brokered m@ipdéicement financing to cover this working capital
shortfall.

Potential porphyry copper

In March 2007, the Company entered into a new LOth Empresa Minera de Mantos Blancos S.A.
(Mantos) a wholly owned subsidiary of Anglo Amernic®LC whereby Mantos agreed to fund and
complete a 2000 meter diamond drill program onpbential porphyry copper deposit located withia th
Pimenton area. Late in the 2007 Chilean explora@ason Mantos drilled one hole to approximate010
meters in length. This hole was drilled off struet@nd encountered very weak mineralization. Irudgn
2008, Mantos commenced drilling on a second hol&®5 meters which was completed in February,
2008. The drill hole results were positive as amoed by the Company on April 8, 2008.

Tordillo

Tordillo is located 11.5 kilometers south-southwektPimenton in which the Company owns a 100%
interest and covers an area of 7,000 hectares. iftthe early exploration stage and to date tben@any
has identified several gold vein structures simitathose at Pimenton and an area of potentialhyoyp
copper mineralization. The preliminary data suggyd®rdillo contains the upper part of a deep-skate
copper/gold and possibly copper molybdenum porplsygstem associated with narrow high grade and
copper veins which maybe widespread and repressgparate exploration target. Tordillo is locatedn
area of intense exploration activity.

Bandurrias

The Company did not renew its option agreement andBrrias on claims covering approximately 1,982
hectares (4,897 acres) in the Fifth Region of Chilehas acquired approximately 17,800 hectare® 183
acres) in which the Company owns a 100% interesbgnding the Bandurrias Prospect area.

The claims surround approximately 1,982 hectaredadis from which a small miner has produced, with
minimum hand sorting, mineralization grading aerage of 2.09 per cent copper. The grade is based o
average mill returns reviewed by the Company. Thiiseralization has come from within the small mriine
claims. Infrastructure is good with easy terrdialtitudes below 2200 meters.

Las Bellas

The Company has signed an option agreement toa@af0% interest on claims covering approximately
4,000 hectares (9,840 acres) of claims located ikonkters southwest of Santiago, Chile, and 12
kilometers southwest of the Florida gold mine whishproducing at the rate of approximately 70,000
ounces of gold per year and is owned by Yamana @dtmving its takeover of Meridian Gold.

A small field crew is prospecting the 4000 hectd8840 acres) of claims held by SAGC for gold geilm
addition, geochemical soil sampling will be carriedt on the 3500 meters of known vein outcrops.
Subsequent drilling will be based on geochemicslilte and after the Company’s Pimenton mine has bee
put back into operation which, as previously anmeah is expected to be in mid July 2008.



Under the terms of the Option Agreement, the Compeas paid $10,000; $20,000 is due in six months;
$70,000 at the end of the first year; $400,00thateénd of the second year; $1,000,000 at the erideof
third year and $1,500,000 at the end of the foyeidr. The Company will pay a 3% Net Smelter Rgyalt
from production thereafter. The Company also hasiramum investment obligation of $50,000 in year
one; $250,000 in year two and $700,000 in yearwthre

Limestone deposits

The Company holds a 50.10% interest in the Caté&irad Project and a 60% interest in the Cal Norte
Project.

Lime is used by the Chilean mining industry in gesing sulfide copper ores and in heap leachirgplaf
ores.

The Chilean lime market was adversely affected ey devaluation of the Argentinean peso in 2003
resulting in a flow of cheap lime from Argentindarthe Chilean lime market for the last four yedrsis
situation and financial constraints on the Complaane limited the ability of the Company to capitalion

its lime position. With the recovery of the Argerman economy in the past two years the domestic
demand for lime is improving thereby allowing forcieased pricing by the Argentinean lime producers.
Trucking costs of Argentinean lime imported intoil€lhave also increased the costs of Argentinaae li

to the Chilean mining industry which is a large s@mer of lime.

As part of a feasibility study, a marketing studdicated that the consumption of metallurgical gréche
is expected to increase substantially in the CeRegions of Chile, and without new lime kiln cajigac
they will have to rely on imports. The study alsalicated the apparent lack of well located highdgra
limestone deposits in the Central Regions. Managerbelieves it is well positioned to take advanta
these opportunities and develop a base for proatudt its Catedral and Cal Norte limestone deposits

While the changing economic situation, as notedrapwill enable the Company to continue its effdds
become a supplier to the Chilean copper indust@lsb strengthens the Company’s position as ievey
alternative strategies for the sale, joint ventorespin-off of the Catedral, Rino and Cal Norte dstone
properties.

Potential porphyry copper

In January 2008, Mantos commenced drilling on somséchole to 1035 meters. This drill hole was
completed in February, 2008 and the drill hole lteswere announced by the Company on April 8, 2008.
Mantos has the right to earn a 60% interest inRtbihyry Copper deposit if it completes approxiryate
50,000 meters of drilling and completes a bankédaidity on the property.

Tordillo

The presence of strong extensive explosive breégismminiscent of the porphyry copper systemsuagd
existing copper mines in Chile. Subsequent exgtmrahould bring into perspective the vein potardind
establish if the porphyry system is large enoughhdst possible economic copper mineralization. The
Company is deferring exploration activities whilésibringing Pimenton on line.

Bandurrias

The Company will conduct a diamond drill programditermine ore continuity from an adjacent copper
producing property. The Company is deferring exgtion activities while it is bringing Pimenton dne.

La Bellas



The Company has initiated a geochemical soil samgpfirogram on La Bellas estimated to cost
approximately $20,000.

Limestone deposits

The Chilean lime market was adversely affected Hgy devaluation of the Argentinean peso in 2003
resulting in a flow of cheap lime from Argentingarthe Chilean lime market for the last four ye&¥sth

the recovery of the Argentinean economy in the pastyears the domestic demand for lime is imprgvin
thereby allowing for increased pricing by the Arieean lime producers. Trucking costs of Argentinea
lime imported into Chile have also increased th&sof Argentinean lime to the Chilean mining irtdys
which is a large consumer of lime.

The Company’s limestone deposits at Catedral add\OGee contain high grade limestone which, when
calcined, can produce lime that the Company's mamegt believes will qualify for use by the Chilean
mining industry. The Company believes that the @ate’ Rino and Cal Norte lime projects will shgrile
able to compete against Argentinean lime imports.

Financial constraints have limited the Company'gitgtto develop its lime prospects. The Company is
currently reviewing alternative strategies for fade, joint venture or spin-off of the Catedralné&and Cal
Norte limestone properties.

Future Accounting Changes

Capital Disclosures and Financial Instruments <€bB®ires and Presentation

On December 1, 2006, the CICA issued three newuwetcwy standards: Capital Disclosures (Handbook
Section 1535), Financial Instruments — DisclosiHsndbook Section 3862), and Financial Instruments
Presentation (Handbook Section 3863). These newdatds became effective for the company on October
1, 2007.

Capital Disclosures

Handbook Section 1535 specifies the disclosurei)ofir{ entity’s objectives, policies and processas f
managing capital; (i) quantitative data about wihet entity regards as capital; (iii) whether timéitg has
complied with any capital requirements; and (ivjtihas not complied, the consequences of such non-
compliance. The Company has included discloswwesmnmended by the new Handbook section in note 4
to these interim consolidated financial statements.

Financial Instruments

Handbook Sections 3862 and 3863 replace Handbotlo8e8861, Financial Instruments — Disclosure and
Presentation, revising and enhancing its disclogerpiirements, and carrying forward unchanged its
presentation requirements. These new section® faceased emphasis on disclosures about theenatur
and extent of risk arising from financial instrurteand how the entity manages those risks. Thep@ag
has included disclosures recommended by the newdibtexk section in note 6 to these interim
consolidated financial statements.

Results of operations for the three months ended e 30, 2008 compared to the
three months ended June 30, 2007.

The Company incurred losses of $1,671,000 and $981for the three months ended
June 30, 2008 and 2007.

There were no revenues in the three months ended30) 2008 and 2007.



Amortization expense was $163,000 for the threeth'ornded June 30, 2008 compared to $166,000 in
2007. The $3,000 decrease was due to certain méagjngoment becoming fully amortized.

Temporary mine shut down costs were nil for the¢hmonths ended June 30, 2008 compared to $ 135,000
in 2007. The $135,000 decrease was due to the stanteup activities which were recommenced durireg t
quarter ended June 30, 2008.

General and Administrative costs in the three memhded June 30, 2008 were $799,000 compared to
$631,000 in the same period of 2007. Of this $1@88,dcrease, $95,000 was due to increase in ssilarie
materials and fuel costs increased by $ 99,00@Hrevas $34,000, and miscellaneous and other exgzen
increased by $37,000. This increase was offsetreglaction in professional fees of $97,000.

Warrant revaluation expense was $3,000 for theethmenth ended June 30, 2008 compared to nil in the
same period of 2007. The $3,000 increase relatédetgssuance of New Broker Units on the exercfse o
the original 700,000 warrants.

Stock based Compensation was $ 58,000 during tke thonths period ended June 30, 2008. On April 30,
2008, 2,339,538 Common Stock Options were grardea mew director of the Company at an exercise
price of CA$0.05 per share, exercisable for a peabfour years from issuance. The options wereaal

at $13,686, using the Black —Scholes valuation maesuming a risk- free rate of 3.04%. On April 29
2008 an officer and director received 1,000,000ulsoshares valued at $44,474 using the TXS closing
price of CA.$0.045 per share. Stock based Compiensatas $ 215,000 during the three months period
ended June 30, 2007, as follow: On June 28, 20(ffacer and director received 1,000,000 bonus ehar
valued at $37,349 using the TSX closing price oneJR7, 2007; on June 28, 2007 the president of the
Company was granted 10,000,000 options, exercisabl@A$0.04 per share and expiring on June 28,
2012. These options were fair valued at $ 177,08hg the Black —Scholes valuation model, assuraing
risks-free rate of 3.58%, no dividend, and voltilfactor of 50% and expensed as stock-based
compensation.

Foreign exchange loss was $459,000 in the threethmaended June 30, 2008 compared to a gain of
$59,000 in the same period of 2007. Recoverablestaxe denominated in Chilean pesos. During theethr
months ended June 30, 2008 the decline in the \@dltlee US dollar versus the Chilean peso resuttead
loss of $432,000 related to the recoverable takdber exchange gains amounted to approximately
$27,000.

Other income for the three months period ended 30n008 was $4,000 compared to $305,000 for the
same period in 2007. The $305,000 was primarilyange recoveries.

Results of operations for the nine months ended J&n30, 2008, compared to the nine months ended
June 30, 2007.

The Company incurred losses of $3,378,000 and $3)00 for the nine months ended June 30, 2008 and
2007.

There were no revenues in the nine months peridéddune 30, 2008 and June 30, 2007. Other income
for the nine months period ended June 30, 2008848900 of which $13,834 was due to sale fixedtasse
For the nine months period ended June 30, 200%&r atltome was $356,000 of which $ 305,000 was
primarily insurance recoveries.

Exploration and Mining properties were written-affiring the second quarter totaling $1,016,000.
$852,613 of this total is broken down as followsnBurrias $239,583; Chachas Peru $166,575; Breccia
$410,544 and various others for $35,911. The widwn of $410,544 on the Breccia at Pimenton was
work performed by the Company outside the areantgfrést of the drilling performed by Rio Tinto and
Anglo American Norte S.A. The Company has takendecision to expense its exploration costs itntil
deems the project to have definitive resource fpigeas defined by National Instrument 43-101. The
balance of the $1,016,000 write off of explorati@msl mining properties of $163,387 represents it

of recoverable taxes that had been capitalizechagtiese properties.



The Amortization expense was $464,000 for the ninaths ended June 30, 2008 compared to $523,000 in
2007. The $59,000 decrease was due to certain gné@tjnipment becoming fully amortized.

Temporary mine shut down costs was $51,000 in the months ended June 30, 2008 compared to
$187,000 in the same period of 2007. The reduaip$il136,000 was due to the mine start up activities
which were recommenced during the nine month edded 30, 2008.

General and Administrative costs in the nine monémsled June 30, 2008 were

$1,379,000 compared to $1,289,0000 in the samedgefi 2007. The $90,000 increase

was due to an increased in salaries of $256,00@errats and fuel costs increased by
$185,000, freight increased by $123,000; rent amed by $44,000; taxes and penalties
increased by $16,000 and miscellaneous and othmmers increased by $42,000. This
increase was due to restart of operations of theeR®ion Mine. This increase was offset
by a reduction in professional fees of $456,000uitiag fees paid to Northern Securities

of $303,175, fees paid to a former director of @mnpany of $ 29,620 and fees paid to a
former officer of the Company of $40,821, finanaalvisory fees of $45,000, overhead
by $32,000 and shareholder expenses by $43,000.

The foreign exchange gain was $368,000 for the miarths ended June 30, 2008 compared to $46,000 for
the same period in 2007. Recoverable taxes arendeated in Chilean pesos. During the nine morttles t
decline in the value of the US dollar verses théde@h peso resulted in a gain of $50,000 relatetthése
recoverable taxes. Participants in the December20@7 private placement locked in a US dollar to
Canadian dollar exchange rate with the Company poidhe actual private placement. When the shares
were issued it resulted in a foreign exchange gdir$233,000. Other exchange gains amounted to
$85,000.

Warrant revaluation expense was $19,000 in the moths period ended June 30, 2008 compared to
$733,000 for the same period in 2007. Warrant teatddn expenses represent the fair value of the
extended warrants in excess of the fair value efWlarrants being extended at the extension datkésan
charged to expense. In the nine months ended Jyr#088, 16,635,628 warrants expiring on January 31
2008, were extended to March 31, 2008 and then ekpired. 20,000,000 warrants expiring on October
21, 2006, were extended two times; first to OctdBr2007 and then to April 22, 2008 when they meqhi
These warrant revaluations resulted in an expeh$&3000. The fair value of the warrants wereaggsd
using the Black-Scholes valuation model assumiglg fiee interest rates of 1.75% to 4.21%, no divitle
and a volatility factor of 50%. Warrant revaluatierpenses increased by a further $6,000 to a odtal
$19,000 for the nine months period ended June @08.2The $ 6,000 was related to the issuance of New
Broker Units being issued on the exercise of thgimal 1,435,000 warrants. This compare to $ 733,00
expenses incurred in the nine months period endeé 30, 2007 when warrant revaluation expenses
represent the fair value of the extended warranexcess of the fair value of the warrants beingreded

at the extension dates and was charged to expbnsee first half of fiscal 2007 warrants expirimm
October 21, 2006 were extended to October 22, 20@7warrants expiring on December 10, 2006 were
extended three times to January 19, 2007, to Ma&;h2007 and November 1, 2007. These warrant
revaluations resulted in an expense of $732,874 falr value of the warrants were assigned usieg th
Black-Scholes valuation model assuming risk freterest rates of 2.0% to 4.09%, no dividend and a
volatility factor of 50%.

Stock based Compensation was $ 233,000 duringitizenrmonth period ended June 30, 2008. On April 30,
2008, 2,339,538 Common Stock Options were grardea mew director of the Company at an exercise
price of CA$0.05 per share, exercisable for a peabfour years from the date issuance. The optioare
valued at a fair value at $13,686, using the BlaBkholes valuation model, assuming a risk- free ot
3.04%. On April 29, 2008 an officer and directocawed 1,000,000 bonus shares valued at $44,4Rg usi
the TXS closing price of CA$0.045. Also, the Compdssued on March 13, 2008 25,000,000 Common
Stock Options exercisable at CA.$ 0.045 per shareafperiod of four years from the date of issuance
which were issued to the President of the Comp&fy000,000 options) and three new Directors and two
Serving Directors who are not officers of the Comp415,000,000 options). These options were fair
valued at $133,750, using the Black —Scholes vaoanodel, assuming a risks-free rate of 3.6%, no



dividend, and volatility factor of 50% and expensasl stock-based compensation. In addition, seven
employees who are not officers of the Company vagrarded a total of $1,950,000 common stock options
having a five years life with immediate vestingagprice of CA.$0.045 per share. These options Vare
valued at $41,730 using the Black —Scholes valnatimdel, assuming a risks-free rate of 3.6%, no
dividend, and volatility factor of 50% and expensed stock-based compensation. Stock based
Compensation was $215,000 during the nine montlogiemded June 30, 2007 as follow: On June 28,
2007 an officer and director received 1,000,000ulsoshares valued at $37,349 using the TSX closing
price on June 27, 2007 these options were gramtethouary 9, 2008 at an exercise price of CA.$0.045
On June 28, 2007 the president of the Company wastey 10,000,000 options, exercisable at CA$0.04
per share and expiring on June 28, 2012. Theseraptiere fair valued at $ 177,000, using the Black
Scholes valuation model, assuming a risks-freeab858%, no dividend, and volatility factor of%0and
expensed as stock-based compensation.

Liquidity and capital resources

The acquisition, exploration, financing, and depeh@nt of natural resources require the expendibiire
significant funds before production commences. dlistlly, the Company has financed these activities
through the issuance of common shares, the exeofisptions and common share purchase warrants,
promissory notes and debentures, bank debt anddedderms from creditors.

During December 2007, the Company raised suffidiemtls, $3,974,997 and in November 2007, $397,000
through the partial exercise of warrants, to restee Pimenton mine at 50 tons per day and meetiitent
working capital needs up until the Pimenton mineg into production, at which time the Company
expects the Pimenton mine to generate sufficiamdifig to support the Company’s ongoing cash needs.
The Company had raised sufficient funds to restperations at Pimenton in May, 2008 but delayshe t
receipt of certain plant equipment delayed thearéstf operations of the plant until mid-July 2008.the
meantime mining development operations continued.

The delays in starting plant operations has caasedrking capital shortfall of approximately $1,6000.
The Company anticipates doing a non-brokered mipdicement financing to cover this working capital
shortfall.

At June 30, 2008, cash was $71,000 and $22,000riert restricted cash.

To preserve its cash position the Company planstaentrate its efforts on Pimenton and substayntial
defer expenditures on other projects until Pimermtmmes on line.

On April 16, 2007, the shareholders authorizedGbmpany to apply for a certificate of continuanoeer
the Canada Business Corporations Act (the “CBCAOntmuing the Company as if it had been
incorporated under the CBCA. The continuance wagdiep for and completed. As a result of the
continuance the Company's authorized capital ctanefsan unlimited number of common shares with no
par value.

The Corporation has not declared or paid any didideand does not foresee the declaration or payafient
dividends in the near future. Any decision to piyidends on its shares will be made by the bodrd o
directors on the basis of the Corporation’s eamifigancial requirements and other conditionstagsat
such future time.

On March 13, 2007, the Company entered into a LettdJnderstanding (“LOU") with a subsidiary of
Anglo American (“Anglo”) which gives Anglo the opti to enter into a joint venture agreement for the
exploration and development of the porphry coppgstesn at Pimenton and will serve as a basis fon suc
joint venture agreement. The LOU states thattia LOU, Hernandez and Thomson (The Executive Vice
President- Director, Claims and Land Management #me Executive Vice President-Director of
Exploration, both directors of the Company) ardemtively referred to as the Owners. Under thenteof
this ownership royalty, the owners are entitledeceive a sliding scale of 5% to 6% Net SmelteruRet
Royalty on any future production from the ProperSAGC has renegotiated in good faith the Net Snelt
Return Royalty paid to the owners who have agreedetcompensated by SAGC for a reduction from a
sliding scale of 5% to 6% Net Smelter Return Rgyadiown to a 3% Net Smelter Return Royalty.” The
Owners are directors and officers of the Companyhe Company will engage a qualified independent



third party to determine the fair value of the dbyaeduction and the two officers and directorwvéna
agreed to accept 40% of the fair value to be pgithe Company to reduce the net smelter royalty%o
and if required to receive their compensation imgwn shares of the Company at the then existingehar
value.

Related party transactions

A company owned by the chief executive officer, wisoalso a director, billed the
Company $58,777 in the nine months period ended 30n2008 ($77,014 for the same
period in 2007) for provision of office space amedvices by the Company.

The note receivable of $286,233 as at June 30, 28687June 30, 2008 is from the chief
executive officer who is also a director of the Qamy. It is a non-interest-bearing note
due on or before an extended due date of June@m, Zollateralized by 6,532,000

common shares of the Company owned by this offacer director. As at June 30, 2008,
non-interest-bearing advances to this officer aineictbor amounted to $71,281 (June 30,
2007 - $74,417) and are included in long-term ned@es.

The Chief Financial Officer of the Company reti@d February 6, 2008 at which time he
was owed $207,260 plus out of pocket expenses 26.$Ihe Company entered into a
retirement agreement with the former Chief Finan€#icer under which he received
2,000,000 Bonus Shares and was paid $17,648 fodiffezence between the net sales
price of the 2,000,000 Bonus Shares and $100,@08ddlition he has been paid $5,000
per month beginning February, 2008 and will corditw be paid at the rate of $5,000 per
month until Pimenton is placed into commercial p@en at which time he will receive
$7,500 per month until the net balance of $77,266falune 30, 2008 is paid in full. Mr.
O’Donnell continues to provide consulting servitesthe Company for which he was
paid $10,618 to June 30, 2008.

A company controlled by the Interim Chief Financi@Fficer billed the Company
$11,685 for accounting services rendered in th@ogeended June 30, 2008. Amounts
due to related parties inclugayables to this officer of $6,586r such services at June 30,
2008.

Stock based Compensation was $ 233,000 duringitieenrmonth period ended June 30, 2008. On April 30,
2008, 2,339,538 Common Stock Options were grardea mew director of the Company at an exercise
price of CA$0.05 per share, exercisable for a peabfour years from the date issuance. The optoaie
valued at a fair value at $13,686, using the BlaSkholes valuation model, assuming a risk- free oét
3.04%. On April 29, 2008 an officer and directocawed 1,000,000 bonus shares valued at $44,47g usi
the TXS closing price of CA$0.045. Also, the Compdssued on March 13, 2008 25,000,000 Common
Stock Options exercisable at CA.$ 0.045 per shareafperiod of four years from the date of issuance
which were issued to the President of the Comp&fy000,000 options) and three new Directors and two
Serving Directors who are not officers of the Comp#15,000,000 options). These options were fair
valued at $133,750, using the Black —Scholes vaoainodel, assuming a risks-free rate of 3.6%, no
dividend, and volatility factor of 50% and expensasl stock-based compensation. In addition, seven
employees who are not officers of the Company vaerarded a total of $1,950,000 common stock options
having a five years life with immediate vestingagprice of CA.$0.045 per share. These options Vare
valued at $41,730 using the Black —Scholes valnatimdel, assuming a risks-free rate of 3.6%, no
dividend, and volatility factor of 50% and expensed stock-based compensation. Stock based
Compensation was $215,000 during the nine montloggemded June 30, 2007 as follow: On June 28,
2007 an officer and director received 1,000,000ulsoshares valued at $37,349 using the TSX closing
price on June 27, 2007 these options were gramethouary 9, 2008 at an exercise price of CA.$0.045
On June 28, 2007 the president of the Company wagtey 10,000,000 options, exercisable at CA$0.04



per share and expiring on June 28, 2012. Theseraptiere fair valued at $ 177,000, using the Black
Scholes valuation model, assuming a risks-freeab858%, no dividend, and volatility factor of%0and
expensed as stock-based compensation.

During fiscal 2007, the Executive-Vice-Presidentdotor of Claims and Land
Management, who is also a Director of the Comppnychased from a non-related party
its interest in the Pimenton notes and royalty. Tevalue of this note wass$6,048at
June 30, 2008 and interest expense was $48,87808. 2mounts due to related parties
include $182,952 for interest and $91,802 for rigalas June 30, 2008.

On June 20, 2007, the Company sold through a priplicement 26,431,515 units at
CA$0.05 per unit, consisting of one common sharé ame common share purchase
warrant to purchase a further common share at @X$Per share at any time within 36
months of the date of issue. Net proceeds of tlaeegphent were $1,174,978. The
subscriber, the Executive-Vice-President-DirectoClaims and Land Management, who
is also a Director of the Company, subscribed aid for 31,360,000 units. On January
15, 2008 the remaining 4,928,485 units were issuedhe same terms as above. Net
proceeds of the placement were $220,022, of which,420 was assigned to the
warrants. The fair value of the warrants was assigusing the Black-Scholes valuation
model assuming a risk-free interest rate of 2.80&6dividend and a volatility factor of
50%.

Amounts due to related parties include $181,71atakine 30, 2008 for interest due to
Executive-Vice President-Director of Explorationavis also a Director of the Company
who holds one of the Pimenton notes in the faiu@amounts of $850,539 at June 30,
2008. In addition, amounts due to related partietude $91,802 at June 30, 2008, for
royalties due to this officer and director whohe bwner of a Net Smelter Royalty on the
Pimenton gold mine.

The Executive Vice President and Director of Exalmn and the Executive Vice
President of Land and Administration, both of whame Directors of the Company in
April, 2008 have agreed to enter into an agreerteigase/purchase to the Company’s
wholly owned subsidiary, Compania Minera Pimenttwio new Komatsu front end
loaders on terms not currently available to the Gamy. The purchase price of the two
Komatsu front end loaders total $440,038 inclusife/AT tax at 19%, or $220,019
each. The Company has made a 25% payment agaispuithase price of the
equipment and the balance was funded by these fliwe3 and Directors under the 37
months lease/purchase agreement.

The Executive Vice President and Director of Exalmn, who is also a Director of the

Company in June, 2008 agreed to guaranteed thegrayoha 37 months lease purchase
agreement enter into by the Company on Februar@38 with a locale Chilean bank

for the purchase of a 4x4 Land Rover and a 4xfiiMha truck whose total purchase

price was $71,624 plus VAT at 19% or a total of 232 and on June 13, 2008. This
Director and Officer of the Company has also gu@eah the payment of a 37 months
lease/purchase agreement with a locale Chilean foartke purchase of an ambulance
whose purchase price was $54,992 plus VAT at 19%6total of $65,440.

Additionally The Executive Vice President and Dtogcof Exploration, who is also a
Director of the Company in June, 2008 agreed toerembto an agreement to



lease/purchase to the Company’s wholly owned sidrygidCompania Minera Pimenton,
two new 4x4Land Rover trucks on terms not curreathpilable to the Company. The
purchase price of the two Land Rovers totalled $83,nclusive of VAT tax at 19%, or

$41,999 each. The Company has made a 20% paymansathe purchase price of the
equipment and the balance was funded by this @ftiod Director under the 37 months
lease/purchase agreement.

The Executive Vice President and Director of Land Administration, and a Director of
the Company in April, 2008 agreed to enter intcagreement to lease/purchase of a 37
months payments to the Company's wholly owned sligagi, Compania Minera
Pimenton, two Hino Trucks, one for 32,000 kg arel akther for 17,000 kg, on terms not
currently available to the Company. The purchaseepof the two Hino Trucks total
$203,693 inclusive of VAT tax at 19%, the first 29,341 and the second for $74,352.

Two officers and directors of the Company hold tlo@-controlling interest in Catedral.
Under an agreement dated November 27, 1996, thep@uyragreed to provide or cause
to provide these officers and directors a loan pfta $1,250,000 each or $2,500,000 in
total. Such loans are to pay their proportionat@etof development costs if a bankable
feasibility study demonstrates that the propertoes be placed into commercial
production, and to fund their combined 50% shareanf option payment totaling
$500,000, which was paid during 1997.

The Executive-Vice-President-Director, Claims an&nd. Management and the
Executive-Vice President-Director of Exploratiomtiv Directors of the Company, hold
the convertible secured debentures. Interest expeas $74,673 and $88,078 for periods
ended June 30, 2008 and 2007, respectively. Amsodoe related parties include
payables to these officers of $16,675 and $142A4§%t June 30, 2008 and 2007,
respectively, for interest on this debt. On Audl®3t 2007, 2,672,645 shares were issued
in payment of interest due on the convertible sdimated debentures. The shares were
value at $98,561, using the TSX closing price efpheceding date and resulted in a gain
of $ 14,298. On May 23, 2008, 2,394,140 shares \asweed in payment of interest on
the 10 % convertible subordinated debentures. fihees were valued at $116,999, using
the TSX proceeding nights closing price.

Amounts due to related parties also include castaratks of $ 437,794 at June 30, 2008
to the Company from the Executive Vice PresidentDirector of Land and
Administration, who is also a Director of the Compa

The Chief Executive Officer, the Executive Vice $ident, Director of Exploration and the Executiviee/
President, Director of Administration who are aBioectors of the Corporation hold a total of 3.2%tN
Smelter Royalty interest on Tordillo, a 3.2% Netefier Royalty interest on Bandurrias and a up to 3%
Net Smelter Royalty interest on Las Bellas. Thest Simelter Royalty interests were approved by the
Board of Directors and Compensation Committee ef @ompany in 2001. These individuals have not
received compensation and benefits comparablenmmindustry standards since 2001.

Mineral Reserves and Mineral Resources Estimates
The Company has not complied a Mineral ReserveMingral Recourses estimate of the Pimenton mine

since the mine was shut down in June, 2005. Thepaagnwill engage an independent qualified person
under Canadian Instrument 43-101 to complete atrgpior to the end of 2008.



The Company is preparing the mine for a startirig od 50 tons per day to be gradually increasetio®
tons per day. The following is a sensitivity arsidy.

PRODUCTION VARIABLES AND SENSITIVITIES FOR 100 TPD.

VARIABLES

Head grade gold 14.44 g/t
Head grade copper 1.26 %
Tons per day year 1 100 Tpd
Plant combined recovery 90%

Price per Ounce Gold $900

Price per pound Copper $3.50

Exchange rate US$ 510 CH$
Loan Interest rate 8.50%

Price per liter Diesel 700 CH$
Price per liter Gasoline 690 CH$

ALL IRR% ARE FOR ENTIRE INVESTMENT

Grade Sensitivity. Projects from a low of 10g/t td.8 g/t Au head grade through plant.
Au

g/t Cu% Op.Cost/Oz IRR%
10 0.8 $632 65%
12 1.0 $545 78%
14 1.2 $483 108%
16 1.4 $311 135%

Cost/Oz is cash cost per ounce at the mine

100 TPD

Recovery Sensibility. Projects from 5% to 10% lesplant Recovery for gold.
% diff.

Recovery Op.Cost/Oz IRR%

-10% $ 514 33%

-5% $ 491 40%

2% $ 464 49%

Operating cost/Oz is cash cost per ounce at
the mine

Tonnage Sensitivity at 70 to 130 tpd.

Tons per

day Op.Cost/Oz IRR%
70 $616 10%
80 $559 23%
90 $514 34%
100 $479 43%
110 $450 53%
120 $426 63%

130 $405 2%



100 TPD
Price of Gold Sensitivity

Price per Ounce IRR%
700 15%
750 23%
800 30%
850 37%
900 43%
950 50%
Outlook

Results of the Rio Tinto exploration program hasglded significant value to the Pimenton porphyrypsm
deposit. Empresa Minera de Mantos Blancos S.A. (dgra wholly owned subsidiary of Anglo American
PLC, has completed drilling on a second hole to516fters at Pimenton. The drill hole results were
positive as announced by the Company on April 8320

In mid-July 2008 the company restarted the openatat Pimenton at an initial rate of 50 tons pgyr. d

The Company’s limestone deposits at Catedral arld\NGee contain high grade limestone which when
calcined can produce lime that the Company’s mamage believes will qualify for use by the Chilean

mining industry. Improved economic conditions ingAntina have increased the cost Argentine lime
imported by the Chilean mining industry making I€an lime deposits more competitive.

Management believes that the values of the Pimegtthmine, the potential porphyry copper depdkit,
Catedral, Rino and Cal Norte limestone depositsl e Tordillo and Bandurrias prospects are not
currently reflected in the Company’s market capitalon and will continue its efforts to demonstrate
underlying values of the Company’s assets.

Risks factors

The Company is a minerals producing, exploratiod davelopment company with properties currently
focused in Chile. Its mining activities involve narous inherent risks. The Company is subjecttmus
financial, operational and political risks that ttleauld significantly affect its profitability andperating
cash flow. The Company minimizes these risks bgfechimanagement and planning. These risks include
changes in local laws affecting the mining industrydecline in the price of gold or copper, undeties
inherent in estimating mineral reserves and minersburces and fluctuations in the Chilean pesinaga
the US dollar. The Company does not use finamesituments to mitigate the risks of changes inpthee

of gold or currency fluctuations.

The Company operates in an international environmand as such, is subject to currency risk. A
significant portion of the Company’s expenditureglenominated in Chilean pesos and Canadian dollars
A strengthening of these currencies could advers#ct the Company’s costs denominated in US dolla
Recently the US dollar has weakened significarglimast both of these currencies.

The Company’s business is very dependent on tlee jfi gold which is subject to fluctuation by fasto
the Company cannot control. A drop in the pricegolfd could adversely affect the Company’s finahcia
condition, results of operations and cash flowsweér gold prices may result in: a) asset impairnaamt a
writedown of the asset carrying value, b) produttatbacks and c) cessation of operations.



The Company’'s Pimenton mine is highly dependengenerating its own electrical needs at the mine,
plant and camp sites. Fuel costs have risen sul@tarmand are expected to go higher. Higher fuzdts
will have an adverse impact on profitably of thenei

Mine labor costs in Chile are increasing which doativersely impact operating profits at the Pimento
mine.

The Company operates primarily in Chile and is eeabto the laws governing the mining industry in
Chile. The Chilean government is currently supperbf the mining industry but changes in governtnen
regulations including taxation, repatriation of fitsy restrictions on production, export controls,
environmental compliance, expropriation of propeatyd shifts in political stability of the countryc
labor unrest could adversely affect the Companyfdagation efforts and production plans.

Gold reserves are reduced by production and therefust be replaced by expanding existing gold
deposits or finding new ones. There can be norassa that the Company’s development and explaoratio
programs will result in new gold reserves. Mineegerves and resources are estimates which may diff
significantly from actual mining results.

Due to financial constraints the Company manageeperations with a limited number of key personnel
The need to replace any of these individuals caddersely affect the Company’s operations until a
qualified replacement is found.

The Company does not currently carry insurancebifminess interruptions nor does it carry insuraste
its camp, plant, assay laboratory, fuel storagganage facilities at Pimenton due to financial ¢xists.

The Company's mine is located in an area that caqeréence severe winter weather conditions which
could adversely affect mining operations. Such @@t occurred during 2005, resulting in the slowd

of the mine. In addition, the Company is subjecetvironmental laws and regulations that are eortist
changing and may require expenditures that aréfisigntly different from our current estimates.

Readers should read the risk factors which areritbest in more detail in the Company’s Annual
Information Form for the year ended September W72 Such factors could materially affect future
operating results of the Company and cause actasallts to differ materially from those described in
forward —looking statements relating to the Company

The Company’s continuance as a going concern isrdmt upon obtaining adequate funding, including
insurance remediation to recommence operatiortsea®imenton gold mine, reaching profitable operatio
at the mine, pursuing joint venture partners, salether disposition of all or part of its assetsadditional
external funding. There is no assurance that tdfgssmanagement is taking will be successful anthe
event that such resources are not available, thmp@ny's assets may not be realized or its liabditi
discharged at their carrying amounts, and thegerdiices could be material.

DISCLOSURE CONTROLS AND PROCEDURES

Disclosure controls and procedures are designegrowide reasonable assurance that all relevant
information is gathered and reported to senior rgameent, including the Company’s Chief Executive
Officer and Chief Financial Officer, on a timelydi® so that appropriate decisions can be madediegar
public disclosure. The Company’s system of disalesiontrols and procedures includes, but is natein

to, the effective functioning of our Audit Committeand procedures in place to systematically identif
matters warranting consideration of disclosureh®yAudit Committee. As at the end of the periodered

by this management’s discussion and analysis, nesnegt of the Company, with the participation of the
Chief Executive Officer and the Chief Financial i0éf, evaluated the effectiveness of the Company's
disclosure controls and procedures as requiredppficable Canadian securities laws. The evaluation
included documentation review, enquiries and otpescedures considered by management to be
appropriate in the circumstances. Based on thauatan, the Chief Executive Officer and the Chief
Financial Officer have concluded that, as of the ehthe period covered by this management’s dsoas
and analysis, the disclosure controls and procedweze effective to provide reasonable assuranae th



information required to be disclosed in the Compmaaynual filings and interim filings (as such terare
defined under Multilateral Instrument 52- 10€ertification of Disclosure in Issuers’ Annual ahderim
Filings) and other reports filed or submitted under applieaBanadian securities laws, is recorded,
processed, summarized and reported within timeogerispecified by those laws and that material
information is accumulated and communicated to mament of the Company, including the President
and Chief Executive Officer and Chief Financial iGgf, as appropriate to allow timely decisions rdgay
required disclosure.

During the most recent year end there were no @wmirgthe Company'’s internal control over financial
reporting that materially affected, or are reastndikely to materially affect, the Company’s inted
control over financial reporting.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Iltem 4(c) of Form 52-109FCertification of Annual Filingsrequires the Company’s CEO and CFO to
certify that they have designed the Company’s irgkcontrol over financial reporting, or causedbitoe
designed under their supervision, to provide reaBlenassurance regarding the reliability of finahci
reporting and the preparation of financial statetmefor external purposes in accordance with the
Company’'s GAAP. While the Company’s certifying efrs have concluded that they are able to make
those certifications as required by applicable @&ra securities laws, management of the Company
wishes to provide additional disclosure in this egement’s discussion and analysis regarding the
condition of the design of the Company’s internahtcol over financial reporting in view of certain
weaknesses that were identified by management whanagement, with the participation of the
Company’'s CEO and CFO and the Audit Committee,uatall the condition of the Company’s design of
internal control over financial reporting as at teed of the period covered by this management’s
discussion and analysis, as contemplated by CSH Stdice 52-316Certification of Design of Internal
Control over Financial ReportingDue to limited financial resources and the curitewel of operations,
the Company does not employ a financial staff. Toeepany’s accounting and reporting is handled by an
accounting service firm in Chile and by an officérthe Company, on a consulting basis, for cormorat
matters. Management is aware that internal cootret financial reporting on an ongoing basis isatdhe
desired level.



The financial statements for the quarter and nine mnths ended June 30, 2008 and
June 30, 2007

have not been reviewed by the Company’s auditors

South American Gold and Copper Company Limited
Consolidated Balance Sheets

(expressed in thousands of U.S. dollars)

June 30, September 30,
2008 2007
(Unaudited)
$ $
Assets
Current assets
Cash and cash equivalents 71 344
Restricted cash 22 22
Receivables 233 73
Material and supplies, at cost 8 7 78
404 517

Note receivable from an officer and
director 358 329
Mining properties, plant and
equipment 14.201 11.874
Exploration properties 6.269 5.814
Recoverable taxes 2.912 2.456
Total assets 24.144 20.990
Liabilities
Current liabilities
Short term borrowings (lease) 30 10
Current portion of long-term debt 536 1.244
Accounts payable and accrued
liabilities 889 0r7
Taxes payable (IVA) 503 466
Amounts due to related parties 1.209 951

4.187 3.698
Long-term debt 2.538 2.574
Long term borrowings (lease) 58 -
Amounts due to related parties 727 -
Reclamation and remediation 1.856 884
Non-controlling interest in
consolidated subsidiary 138 139
Total liabilities 9.054 7.295
Shareholders' equity
Share capital 67.736 63.628
Contributed surplus 2.509 708

Convertible subordinated debentures 907 907



Options 1.209 1.019

Warrants 1.362 2.688
Deficit (58.633) (55.255)
Total shareholders' equity 15.090 13.695

Total liabilities and shareholders'
equity 24.144 20.990

Going concern and nature of
operations(note 1)

Commitments
Approved by the Board of Directors

"Paul J. DesLauriers"

"Stephen W. Houghton"

Paul J. DesLauriers Stephen W. Houghton
Chairman

Director

The accompanying notes form an integral part afef@nsolidated
financial statements.



The financial statements for the quarter and nine m

2007

have not been reviewed by the Company’s auditors

SOUTH AMERICAN GOLD AND COPPER COMPANY LIMITED
Consolidated Statements of Operations, Deficit and Other Comprehensive Income (Unaudited)

onths ended June 30, 2008 and June 30,

(Expressed in thousands of US dollars ,except per share amounts)

Income
Gold
Copper and silver

Expenses
Write off of exploration properties
Amortization
Temporary mine shutdown
General and administrative
Warrant revaluation
Stock based compensation
Foreign exchange
Interest

Other income
Loss for the period
Deficit-beginning of period
Other comprehensive income

Interest on equity portion of convertible
subordinated debentures

Deficit - end of period

Basic and diluted loss per share

Three Months Ended

Nine Months Ended

June 30, June 30,
2008 2007 2008 2007
$ $ $ $
- - 1.016 -
163 166 464 523
- 135 51 187
799 631 1.379 1.289
3 - 19 733
58 215 233 215
459 (59) (368) (46)
193 198 602 565
1.675 1.286 3.396 3.466
4 305 18 356
1.671 981 3.378 3.110
56.962 53.689 55.255 51.527
- 16 - 49
58.633 54.686 58.633 54.686
R - - 0,01

The accompanying notes form an integral part of these consolidated financial statements.



The financial statements for the quarter and nine m
30, 2007

have not been reviewed by the Company’s auditors

SOUTH AMERICAN GOLD AND COPPER COMPANY LIMITED

Consolidated Statements of Cash Flows (Unaudited)

onths ended June 30, 2008 and June

(Expressed in thousands of United States dollars)

Operating Activities
Net loss
Non-cash items

Amortization
Accretion of interest on long-term debt
Write off of exploration properties
Foreign exchange
Gain on payable settlement
Non-cash employee share compensation
Non-cash non-employee share compensation
Stock based compensation
Warrant revaluation

Change in non-cash working capital relating to
operations

Investing Activities
Exploration properties
Mineral properties, plant and equipment
Recoverable taxes

Financing activities
Shares issued
Notes payable
Advances from directors and officers
Repaymant notes
Warrants excercised

Effect of foreign exchange on cash held in foreign
currency

Increase (Decrease) in cash and cash equivalents d
period

Net cash and cash equivalents-beginning of period

uring the

Net cash and cash equivalents-end of period

Three months Nine months
ended ended
June 30, June 30,
2008 2007 2008 2007
$ $ $ $
(1.671) (981) (3.378)  (3.110)
163 166 464 523
90 105 270 304
- - 1.016 -
459 (59) (368) (46)

- - - (51)
- 215 42 215
- 95 - 243
57 - 191 -
3 - 19 733
(899) # (459) (1.744) (1.189)
23 (405) 588 (210)
(876) # (864) # (1.156) # (1.399)
(102) (87) (499) (272)
(1.673) - (2.791) (53)
228 (105) (456) (130)
(1.547) (192) (3.746) (455)
28 1.282 3.487 2.509
- 12 - 12
438 (153) 438 220
- (311) - (311)
42 - 476 -
508 830 4.401 2.430
29 24 228 12
(1.886) (202) (273) 588
1.957 862 344 72
71 660 71 660

The accompanying notes form an integral part of these consolidated financial statements



South American Gold and Copper Company Limited
Notes to Consolidated Financial Statements
June 30, 2008 and 2007

The financial statements for the quarter and nine ronths ended June 30, 2008 and June 30, 2007
have not been reviewed by the Company’s auditors

(all tabular amounts are expressed in thousantdsfdollars, except number of shares and per steied
1. Going concern and nature of operations

These consolidated financial statements have besgraped on a going concern basis, which
contemplates the realization of assets and disehafrgbligations in the normal course of
business as they come due. No adjustments haventae® to the carrying amounts of the
assets or liabilities, the reported revenues ampeémses or the balance sheet classifications
used in these consolidated financial statementsldiibe Company not be able to continue
normal business operations.

On June 9, 2005, a major snowstorm caused damatie telectrical and air compressor
equipment at the Pimenton mine’s main portal esgaresulting in a shutdown of the mine,
and it has remained closed since that time. Pimethitclared “force majeure” under Chilean
law with respect to salary payments and other lisnpéyable under its labour contracts
with the workers and certain staff personnel atniime. Pimenton has also notified its
creditors in writing that it has ceased paymenalbfrade payables and amounts due under
lease purchase or other contracted services. The imiexpected to resume operations in
early 2008.

As at June 30, 2008, the Company reported a defindl comprehensive loss of
approximately $59.6 million and a working capitafidiency of approximately $3.7 million,
and continues to incur significant cash outflowke3e conditions, together with the mine
shutdown, cast significant doubt as to the abilitthe Company to continue as a going
concern.

The Company’s continuance as a going concern isragmnt on obtaining adequate funding,
reaching profitable operations at the mine, puigyoint venture partners, sale or other
disposition of all or part of its assets, or adutitil external funding. There is no assurance
that the steps management is taking will be sufessd, in the event that such resources
are not available, the Company’'s assets may naedlized or its liabilities discharged at
their carrying amounts, and these differences cbelthaterial.

Nature of operations

The Company is a Canadian corporation listed onTthvento Stock Exchange (TSX). On

July 1, 2004, the Company commenced commercialystazh at its Pimenton gold mine in

Chile. The Company's principal exploration actie#i are being focused on a potential
porphyry copper deposit located within the Pimendwea in which the Company holds
mining claims. The Company also holds interestsriestone deposits.

Prior to placing Pimenton into commercial produatiall exploration and development costs
relating to Pimenton had been capitalized. Uponmenting commercial production, those



South American Gold and Copper Company Limited
Notes to Consolidated Financial Statements
June 30, 2008 and 2007

The financial statements for the quarter and nine ronths ended June 30, 2008 and June 30, 2007
have not been reviewed by the Company’s auditors

(all tabular amounts are expressed in thousantdsfdollars, except number of shares and per steiegd

capitalized costs were transferred to producingp@nties, as described under exploration
and development costs.

The recoverability of the amounts shown for expioraand development costs is dependent
on the discovery of economically recoverable resgrthe ability of the Company to obtain
the necessary financing to complete the projects @m future profitable production or
proceeds from the disposition thereof.

2. Significant accounting policies

Capital disclosures and financial instruments — Dislosures and presentation

On December 1, 2006, the CICA issued three new umtow standards: Capital Disclosures
(Handbook Section 1535), Financial Instruments scsures (Handbook Section 3862), and
Financial Instruments — Presentation (Handbook i®&®c8863). These new standards became
effective for the company on October 1, 2007.

Capital disclosures

Handbook Section 1535 specifies the disclosuré) afn(entity’s objectives, policies and processes f
managing capital; (i) quantitative data about wihat entity regards as capital; (iii) whether thétg

has complied with any capital requirements; anjli{iit has not complied, the consequences of such
non-compliance. The Company has included discsstecommended by the new Handbook section
in note 4 to these interim consolidated financiatesments.

Financial instruments

Handbook Sections 3862 and 3863 replace Handboakio8e3861, Financial Instruments —
Disclosure and Presentation, revising and enharnsrdjsclosure requirements, and carrying forward
unchanged its presentation requirements. Thesesaetions place increased emphasis on disclosures
about the nature and extent of risk arising fromafiicial instruments and how the entity manages
those risks. The Company has included disclostgesmmended by the new Handbook section in
note 6 to these interim consolidated financialestegnts.

3. Basis of presentation

The interim consolidated financial statements afitScAmerican Gold and Copper Company Limited
(the “Company” or “SAGC”) have been prepared by sgament in accordance with Canadian
generally accepted accounting principles (GAAPIofeing the same accounting policies and methods



South American Gold and Copper Company Limited

Notes to Consolidated Financial Statements

June 30, 2008 and 2007

The financial statements for the quarter and nine ronths ended June 30, 2008 and June 30, 2007
have not been reviewed by the Company’s auditors

(all tabular amounts are expressed in thousantdsfdollars, except number of shares and per steied

as the consolidated financial statements for trezafi year ended September 30, 2007. The
accompanying unaudited interim consolidated finalngiatements should be read in conjunction with
the consolidated financial statements and note®tihén the Company’s annual financial statements
for the fiscal year ended September 30, 2007.

4. Capital management

The Company manages its capital structure and medjestments to it, based on the funds available
to the Company, in order to support the acquisjtierploration and development of mineral
properties.

The acquisition, exploration, financing, and depetent of natural resources require the expenditure
of significant funds before production commencesstdtically, the Company has financed these
activities through the issuance of common shahesekercise of options and common share purchase
warrants, promissory notes and debentures, bartkadebextended terms from creditors.

On April 16, 2007, the shareholders authorized@benpany to apply for a certificate of continuance
under the Canada Business Corporations Act (theC&B continuing the Company as if it had been
incorporated under the CBCA. The continuance wasiexg for and completed. As a result of the
continuance the Company's authorized capital ctnsisan unlimited number of common shares
with no par value.

The Corporation has not declared or paid any didideand does not foresee the declaration or
payment of dividends in the near future. Any diecito pay dividends on its shares will be made by
the board of directors on the basis of the Corjpmm& earnings, financial requirements and other
conditions existing at such future time.
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5. Share capital

Number of
shares Amount
$

September 30, 2007 570,842,90%3,628

Warrants exercised (i) 9,936,090 680
Private placement (ii) 92,375,000 2,713
Private placement (iii) 4,928,485 146
Share issuance (iv) 5,340,773 236
Share issuance (v) 2,000,000 90
Warrants exercised (vi) 735,500 42
Warrants exercised (Vvii) 700,000 39
Share issuance (viii) 1,000,000 45
Share issuance (ix) 2,394,140 117
June 30, 2008 690,252,897 67,73¢

i) On October 31, 2007 participants in the December2003 private placement
exercised 9,936,090 warrants at a price of CA$pd¥share for net proceeds of
$390,446. The fair value of $288,703 assigned ésdhvarrants was transferred

to share capital.

ii) On December 17, 2007, the Company sold througlivatprplacement 92,375,000
units at CA$0.0416 per unit, each unit consistihgree common share and one
half of one common share purchase warrant to peechdurther common share
at CA$0.06 per share at any time within two yeafrshe date of issue. In
connection with this private placement, the Compatgo issued 5,616,937
broker warrants, each exercisable at CA$0.06 pareshexpiring within two
years of the date of issue. Net proceeds of theepiant were $3,430,209, of
which $634,578 was assigned to the warrants ang®838vas assigned to the
broker warrants using the Black-Scholes valuatiadah assuming a risk-free
interest rate of 4.75%, no dividend and a volgtiiitctor of 50%.

ii)  On June 20, 2007, the Company sold through a teripkacement 26,431,515
units at CA$0.05 per unit, consisting of one comnstiare and one common
share purchase warrant to purchase a further consimeme at CA$0.07 per share



6.

at any time within 36 months of the date of isuet proceeds of the placement
were $1,174,978, of which $184,076 was assigndketavarrants. The fair value
of the warrants was assigned using the Black-Ssh@&iation model assuming
a risk-free interest rate of 3.23%, no dividend andblatility factor of 50%. The
subscriber, an officer and director of the Compasyhscribed and paid for
31,360,000 units. On January 15, 2008, the remaidif928,485 units were
issued on the same terms as above. Net proceedleoplacement were
$220,022, of which $74,420 was assigned to theamssr The fair value of the
warrants was assigned using the Black-Scholes tiatuanethod assuming a
risk-free interest rate of 2.8%, no dividend anakatility factor of 50%.

iv) On January 15, 2008, the Company issued 5,340 amM&on shares in settlement
of two employee wage liabilities of $236,071. Thleares were valued at
$236,071, using the TSX closing price on January20B8 resulting in no gain
or loss.

v) On February 1, 2008, the Company entered intoigeneént agreement with the
former Chief Financial Officer under which he reesl 2,000,000 Bonus Shares.
The shares were valued at $90,270, using the T83ng price on January 31,
2008.

vi) In March 2008, broker participants in the Februagy 2007 private placement
exercised 735,500 broker warrants at a price of @@& per share for net
proceeds of $29,420. The fair value of $12,087gassl to these warrants was
transferred to share capital.

vii) In April 2008, broker participants in the Februd&?g, 2007 private placement
exercised 700,000 broker warrants at a price of @@&% per share for net
proceeds of $27,635. The fair value of $11,504gassl to these warrants was
transferred to share capital.

viii) On April 29, 2008 an officer and director receivie600,000 bonus shares valued
at $44,474 using the TXS closing price of CA.$0.p456 share.

ix) May 23, 2008, 2,394,140 shares were issued to ffficers (Executive-Vice-
President, Claims and Land Management and ExeeMinePresident and
Director of Exploration) who are also Directors, papyment of interest due to
them on $1,600,000 of convertible subordinated delves. The shares were
valued at $116,999 using the TSX proceeding niglatsing price.

Financial risk factors

The Company's risk exposures and the impact on Goenpany’s financial instruments are
summarized below:

Credit risk

The Company has no significant concentration oflicresk arising from operations. Management
believes that the credit risk concentration witbpect to receivables is remote.
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Liquidity risk

The Company’s approach to managing liquidity riska ensure it will have sufficient liquidity to
meet liabilities when due. As at June 30, 2008, @ompany’'s deficit was $58.6 million and a
working capital deficiency of approximately $3.7llioh, and continues to incur significant cash
outflows. At June 30, 2008, cash was $71,000 a2d0®® in current restricted cash.

To preserve its cash position the Company plansdocentrate its efforts on Pimenton and
substantially defer expenditures on other projestsl Pimenton comes on line. The Company
believes with the anticipated non-brokered privalBecement financing to cover its working capital
shortfall of approximately $1,600,000 that it wilhve adequate cash to put the Pimenton mine back
into commercial production in October 2008 at whiche Pimenton will provide sufficient cash flow

to support the Company’s ongoing operations.

During July, 2008 cash advances of $500,000 had bseeived from the Executive-Vice
President-Director of Exploration and a Directotled Company

Factors risks

The Company is a minerals producing, exploration aevelopment company with properties
currently focused in Chile. Its mining activitiesvblve numerous inherent risks. The Company is
subject to various financial, operational and padit risks that that could significantly affect its
profitability and operating cash flow. The Companinimizes these risks by careful management and
planning. These risks include changes in locaklaffecting the mining industry, a decline in the
price of gold or copper, uncertainties inherenestimating mineral reserves and mineral resources
and fluctuations in the Chilean peso against theddgar. The Company does not use financial
instruments to mitigate the risks of changes ingitiee of gold or currency fluctuations.

The Company operates in an international enviroipaard as such, is subject to currency risk. A
significant portion of the Company’'s expendituresdenominated in Chilean pesos and Canadian
dollars. A strengthening of these currencies cauldersely affect the Company’s costs denominated
in US dollars. Recently the US dollar has weakesigdificantly against both of these currencies.

The Company’s business is very dependent on thee fi gold which is subject to fluctuation by
factors the Company cannot control. A drop in fhvece of gold could adversely affect the
Company’s financial condition, results of operati@nd cash flows. Lower gold prices may result in:
a) asset impairment and a write-down of the asasatying value, b) production cutbacks and c)
cessation of operations.

The Company’s Pimenton mine is highly dependenigenerating its own electrical needs at the
mine, plant and camp sites. Fuel costs have rigbstantially and are expected to go higher. Higher
fuel costs will have an adverse impact on profitaiflthe mine.

Mine labour costs in Chile are increasing which Idoadversely impact operating profits at the
Pimenton mine.
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The Company operates primarily in Chile and is egabto the laws governing the mining industry in
Chile. The Chilean government is currently suppertof the mining industry but changes in
government regulations including taxation, repétiaof profits, restrictions on production, export
controls, environmental compliance, expropriatidrpmperty and shifts in political stability of the

country and labour unrest could adversely affeet @ompany’s exploration efforts and production
plans.

Gold reserves are reduced by production and therefust be replaced by expanding existing gold
deposits or finding new ones. There can be norasse that the Company's development and
exploration programs will result in new gold ressgvMineral reserves and resources are estimates
which may differ significantly from actual miningsults.

Due to financial constraints the Company managejterations with a limited number of key
personnel. The need to replace any of these ha$é could adversely affect the Company’'s
operations until a qualified replacement is found.

The Company does not currently carry insurancédfsiness interruptions nor does it carry insurance
on its camp, plant, assay laboratory, fuel storaggarage facilities at Pimenton due to financial
constraints.

The Company’'s mine is located in an area that ggeréence severe winter weather conditions which
could adversely affect mining operations. Such @@ occurred during 2005, resulting in the
shutdown of the mine. In addition, the Compangubject to environmental laws and regulations that
are constantly changing and may require expenditinat are significantly different from our current
estimates.

Readers should read the risk factors which areritbegstin more detail in the Company’s Annual
Information Form for the year ended September 8072 Such factors could materially affect future
operating results of the Company and cause aasalts to differ materially from those described in
forward —looking statements relating to the Company

The Company’s continuance as a going concern i®ramt upon obtaining adequate funding,
including insurance remediation to recommence dpa® at the Pimenton gold mine, reaching
profitable operations at the mine, pursuing joiehture partners, sale or other disposition of all o
part of its assets, or additional external fundifighere is no assurance that the steps management i
taking will be successful and, in the event thathstesources are not available, the Company’'ssasset
may not be realized or its liabilities dischargedhair carrying amounts, and these differenceddcou
be material.
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7. Recoverable taxes

Recoverable taxes in the amount of $372,000 asrat 30, 2008 (September 30, 2007 -
$372,000) represent IVA taxes paid on the fixe@d@ssvhich can be recovered upon request
to the Chilean tax authorities. The Company filedhsrequest, which has been denied by
the Chilean tax authorities on technical ground®e Tompany is appealing this decision and
has reclassified IVA taxes on the fixed assets #mng-term asset. IVA relating to other
expenditures is recoverable either by means oéditcagainst tax due upon domestic sales
of the Company or by requesting reimbursement & Borne when exporting or export
commitments are proven. Therefore, the recovetalufi these amounts is dependent upon
the ability of the Company to develop and deriveifer production from its Pimenton gold
mine.

8. Long-term debt
Due to events at the mine Pimenton advised OPIQtthalieves Pimenton will not be in
compliance with the financial and operating covesdor the calendar quarters through and

until June 30, 2009.

As of September 30, 2007, OPIC has granted Pimewmhirers with respect to the financial
and operating events of default discussed abovkJuni 30, 2009.
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9. Warrants

Number of

warrants
$
September 30, 2007 175,583,372 2,688
Exercised (note 5(i)) (9,936,090) (289)
Issued (note 5(ii)) 51,804,437 693
Issued (note 5(iii)) 4,928,485 74
Exercised (note 5(vi)) (735,500) (12)
Issued (note 5(vi)) 735,500 3
Modified (a) - 6
Modified (b) - 5
Exercised (note 5(vii)) (700,000) (12)
Issued (note 5(vii)) 700,000 3
Expired warrants (c) (68,095,087) (1,797)
June 30, 2008 154,285,117 1,362

a)

b)

On October 21, 2004, the Company sold through\af@iplacement 40,000,000 units
at CA$0.07 per unit, each unit consisting of onenemn share and one half of one
common share purchase warrant to purchase a furttmamon share at CA$0.09 per
share at any time within 24 months of the datessfi¢. These warrants were assigned a
value of $276,806. On October 16, 2006, the TSXedjito extend the expiration date
on the 20,000,000 warrants from October 21, 2006dmber 22, 2007. The fair value
of these modified warrants of $14,037, in excesdhef fair value of the original
warrants immediately prior to the modification dafebnil, will be charged to expense.
The fair values of the warrants were assigned usiad@lack-Scholes valuation model,
assuming a risk-free interest rate of 4.07%, naddivd and a volatility factor of 50%.

On October 3, 2007, the TSX agreed to further ektdre expiration date on the
20,000,000 warrants from October 22, 2007 to A2il 2008 when they expired. The
fair value of these modified warrants of $6,028,eixcess of the fair value of the
original warrants immediately prior to the modifica date of $nil, will be charged to
expense. The fair values of the warrants were asdigusing the Black-Scholes
valuation model, assuming a risk-free interest rafte4.21%, no dividend and a
volatility factor of 50%.

On November 8, November 16 and November 30, 206%35,628 warrants were
exercised at a price of CA$0.055 per common shemating in the issuance of
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10.

16,635,628 common shares and 16,635,628 commogr phechase warrants to purchase a
further common share at CA$0.07 per share at amy within 24 months of the date of
issue. Net proceeds of the exercise of warrante %689,830, of which $152,622 was
assigned to the warrants using the Black-Scholésatran model, assuming risk-free
interest rates of 3.68% to 3.73%, no dividend andokatility factor of 50%. The
$226,910 fair value originally assigned to theserarets and $40,050 of the fair value
assigned to modified warrants was transferred aoesbapital.

On October 25, 2007, the TSX agreed to extend tpaation date on the 16,635,628
warrants from November 8, November 16 and Noveribe2007 to January 31, 2008.
The fair value of these madified warrants of $5,liB5excess of the fair value of the
original warrants immediately prior to the modificm date of $nil, will be charged to

expense. The fair values of the warrants were asdigusing the Black-Scholes
valuation model, assuming a risk-free interest rate3.97%, no dividend and a

volatility factor of 50%. These warrants were gt extended to March 31, 2008, at
which time they expired.

c) Warrants expiring during 2008 were valued a7$1,

Commitments

On March 13, 2007, the Company entered into a Lot & subsidiary of Anglo American
(Anglo), which gives Anglo the option to enter ingojoint venture agreement for the
exploration and development of the porphyry comystem at Pimenton and will serve as a
basis for such joint venture agreement. The LOUWesta‘In this LOU, Hernandez and
Thomson are collectively referred to as the Ownéhsder the terms of this ownership
royalty, the owners are entitled to receive a s{jdécale of 5% to 6% Net Smelter Return
Royalty on any future production from the Proper§AGC Pimenton Limited has
renegotiated in good faith the Net Smelter RetuayaRy paid to the owners who have
agreed to be compensated by SAGC Pimenton Limidea freduction from a sliding scale
of 5% to 6% Net Smelter Return Royalty, down td%a Bet Smelter Return Royalty.” The
Owners are directors and officers of the Comparhe Tompany will engage a qualified
independent third party to determine the fair vatdiehe royalty reduction and the two
officers and directors have agreed to accept 408heofair value to be paid by the Company
to reduce the Net Smelter Royalty to 3% and if neglto receive their compensation in
common shares of the Company at the then existamgehvalue.
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11. Related party transactions

A company owned by the chief executive officer, vibalso a director, billed the Company
$58,777 in the nine months period ended June 308 2(677,014 for the same period in
2007) for provision of office space and servicesheyCompany.

The note receivable of $286,233 as at June 30, 20d7June 30, 2008 is from the chief
executive officer who is also a director of the @amy. It is a non-interest-bearing note due
on or before an extended due date of June 30, 2@i@teralized by 6,532,000 common

shares of the Company owned by this officer anelctlir. As at June 30, 2008, non-interest-
bearing advances to this officer and director artexlito $71,281 (June 30, 2007 - $74,417)
and are included in long-term receivables.

The Chief Financial Officer of the Company retired February 6, 2008 at which time he
was owed $207,260 plus out of pocket expenses 86.$1The Company entered into a
retirement agreement with the former Chief FinanGdéficer under which he received
2,000,000 Bonus Shares and was paid $17,648 fdiffieeence between the net sales price
of the 2,000,000 Bonus Shares and $100,000. Iniaddie has been paid $5,000 per month
beginning February, 2008 and will continue to bl @a the rate of $5,000 per month until
Pimenton is placed into commercial production atciwhime he will receive $7,500 per
month until the net balance of $77,260 as of June2808 is paid in full. Mr. O’Donnell
continues to provide consulting services to the @amy for which he was paid $10,618 to
June 30, 2008.

A company controlled by the Interim Chief Finandifficer billed the Company $11,685
for accounting services rendered in the period éddme 30, 2008. Amounts due to related
parties include payables to this officer of $6,8&6such services at June 30, 2008.

Stock based Compensation was $ 233,000 during itteemonth period ended June 30, 2008. On
April 30, 2008, 2,339,538 Common Stock Options wgnanted to a new director of the Company at
an exercise price of CA$0.05 per share, exercidabla period of four years from the date issuance.
The options were valued at a fair value at $13,888ng the Black —Scholes valuation model,
assuming a risk- free rate of 3.04%. On April 200 an officer and director received 1,000,000
bonus shares valued at $44,474 using the TXS g¢gmiice of CA$0.045. Also, the Company issued
on March 13, 2008 25,000,000 Common Stock Optiomscisable at CA.$ 0.045 per share for a
period of four years from the date of issuance,ctvhivere issued to the President of the Company
(10,000,000 options) and three new Directors amu 3&rving Directors who are not officers of the
Company (15,000,000 options). These options werevddued at $133,750, using the Black —Scholes
valuation model, assuming a risks-free rate of 3.6&dividend, and volatility factor of 50% and
expensed as stock-based compensation. In addgenen employees who are not officers of the
Company were awarded a total of 1,950,000 commocksbptions having a five years life with
immediate vesting at a price of CA.$0.045 per shahese options were fair valued at $41,730 using
the Black —Scholes valuation model, assuming &+iste rate of 3.6%, no dividend, and volatility



South American Gold and Copper Company Limited

Notes to Consolidated Financial Statements

June 30, 2008 and 2007

The financial statements for the quarter and nine rnths ended June 30, 2008 and June 30, 2007
have not been reviewed by the Company’s auditors

(all tabular amounts are expressed in thousantdsfdollars, except number of shares and per steied

factor of 50% and expensed as stock-based compams&tock based Compensation was $215,000
during the nine month period ended June 30, 200@llasv: On June 28, 2007 an officer and director
received 1,000,000 bonus shares valued at $37,84% the TSX closing price on June 27, 2007
these options were granted on January 9, 2008 ekewtise price of CA.$0.045. On June 28, 2007
the president of the Company was granted 10,0000p€i0ns, exercisable at CA$0.04 per share and
expiring on June 28, 2012. These options wereMalined at $ 177,000, using the Black —Scholes
valuation model, assuming a risks-free rate of %580 dividend, and volatility factor of 50% and
expensed as stock-based compensation.

During fiscal 2007, the Executive-Vice-Presidentedtor of Claims and Land Management,

who is also a Director of the Company, purchasethfa non-related party its interest in the

Pimenton notes and royalty. The fair value of tioge was $856,048 at June 30, 2008 and
interest expense was $48,879 in 2008. Amounts auelated parties include $182,952 for

interest and $91,802 for royalties as June 30, 2008

On June 20, 2007, the Company sold through a pripdicement 26,431,515 units at
CA$0.05 per unit, consisting of one common shace@re common share purchase warrant
to purchase a further common share at CA$0.07 lpgesat any time within 36 months of
the date of issue. Net proceeds of the placement B#,174,978. The subscriber, the
Executive-Vice-President-Director of Claims and ddianagement, who is also a Director
of the Company, subscribed and paid for 31,360,006fs. On January 15, 2008 the
remaining 4,928,485 units were issued on the sammastas above. Net proceeds of the
placement were $220,022, of which $74,420 was asditp the warrants. The fair value of
the warrants was assigned using the Black-Schaksation model assuming a risk-free
interest rate of 2.80%, no dividend and a volatiictor of 50%.

Amounts due to related parties include $181,71%tadune 30, 2008 for interest due to

Executive-Vice President-Director of Exploration avfs also a Director of the Company

who holds one of the Pimenton notes in the fain@amounts of $850,539 at June 30, 2008.
In addition, amounts due to related parties incl§fi2, 802 at June 30, 2008, for royalties
due to this officer and director who is the ownéad\et Smelter Royalty on the Pimenton

gold mine.

The Executive Vice President and Director of Exalimn and the Executive Vice President
of Land and Administration, both of whom are Diast of the Company in April, 2008
have agreed to enter into an agreement to leasbgme to the Company’s wholly owned
subsidiary, Compania Minera Pimenton, two new Kamdtont end loaders on terms not
currently available to the Company. The purchaseepof the two Komatsu front end
loaders total US $440,038 inclusive of VAT tax 884, or $220,019 each. The Company
has made a 25% payment against the purchase pribe equipment and the balance was
funded by these two Officers and Directors under3h months lease/purchase agreement.
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The Executive Vice President and Director of Exalian, who is also a Director of the
Company in June, 2008 agreed to guaranteed theguayof a 37 months lease purchase
agreement enter into by the Company on Februar@33 with a locale Chilean bank for
the purchase of a 4x4 Land Rover and a 4x4 Mahitrdck whose total purchase price was
$71,624 plus VAT at 19% or a total of $85,232 andJane 13, 2008. This Director and
Officer of the Company has also guaranteed the payraf a 37 months lease/purchase
agreement with a locale Chilean bank for the pwehaf an ambulance whose purchase
price was $54,992 plus VAT at 19% or a total of 845.

Additionally The Executive Vice President and Dtmecof Exploration, who is also a
Director of the Company in June, 2008 agreed terento an agreement to lease/purchase
to the Company’s wholly owned subsidiary, Compdviiaera Pimenton, two new 4x4 Land
Rover trucks on terms not currently available ® @ompany. The purchase price of the two
4x4 Land Rovers totalled $83,998 inclusive of VAdxtat 19%, or $41,999 each. The
Company has made a 20% payment against the purphiaseof the equipment and the
balance was funded by this Officer and Director ainthe 37 months lease/purchase
agreement.

The Executive Vice President and Director of Land &dministration, and a Director of
the Company in April, 2008 agreed to enter intoagneement to lease/purchase of a 37
months payments to the Company's wholly owned slidnsi, Compania Minera Pimenton,
two Hino Trucks, one for 32,000 kg and the other ¥3,000 kg, on terms not currently
available to the Company. The purchase price oftith@ Hino Trucks total $203,693
inclusive of VAT tax at 19%, the first for $129,34hd the second for $74,352.

Two officers and directors of the Company hold tlmm-controlling interest in Catedral.

Under an agreement dated November 27, 1996, thep@uyragreed to provide or cause to
provide these officers and directors a loan of 1,250,000 each or $2,500,000 in total.
Such loans are to pay their proportionate shadeweélopment costs if a bankable feasibility
study demonstrates that the properties can beglat®commercial production, and to fund
their combined 50% share of an option paymentlioga$500,000, which was paid during

1997.

The Executive-Vice-President-Director, Claims arahd Management and the Executive-
Vice President-Director of Exploration, both Direxs of the Company, hold the convertible
secured debentures. Interest expense was $74,673887078 for periods ended June 30,
2008 and 2007, respectively. Amounts due relatetigs include payables to these officers
of $16,675 and $142,179 as at June 30, 2008 and B&pectively, for interest on this debt.
On August 13, 2007, 2,672,645 shares were issupayiment of interest due on the
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12.

13.

14.

convertible subordinated debentures. The shares walue at $98,561, using the TSX
closing price of the preceding date and resulted gmin of $ 14,298. On May 23, 2008,
2,394,140 shares were issued in payment of intereshe 10 % convertible subordinated
debentures. The shares were valued at $116,99% tre¢ TSX proceeding nights closing
price.

Amounts due to related parties also include casaragks of $ 437,794 at June 30, 2008 to
the Company from the Executive Vice President -e@or of Land and Administration, who
is also a Director of the Company.

The Chief Executive Officer, the Executive Vice §ident, Director of Exploration and the Executive
Vice President, Director of Administration who aso Directors of the Corporation hold a total of
3.2% Net Smelter Royalty interest in Tordillo, 2%. Net Smelter Royalty interest in Bandurrias and
a up to 3% Net Smelter Royalty interest in Las &ellThese Net Smelter Royalty interests were
approved by the Board of Directors and Compensafiommittee of the Company in 2001. These
individuals have not received compensation ancefiisncomparable to mining industry standards
since 2001.

Short-term borrowings
Short-term borrowings consist of non-interest-b&anotes to a supplier.

Comparative amounts

Certain of the prior year's amounts have been ssiflad to conform to the current year’'s
consolidated financial statement presentation.

Subsequent events

The Executive Vice President — Director of Explmatand a Director of the Company has
provided cash advances to the Company of $500,00aya 2008.

On August 12, 2008 the Company received conditiapgdroval from the Toronto Stock
Exchange for the non-brokered private placeménpdo 42,000,000 units at CA$0.05 per
unit, each unit comprised of one common share @fGbmpany and one-half warrant (the
units) with each whole warrant exercisable into @eenmon share of the Company at
CA$0.07 per share for a period of 24 months froma ttate of closing, including the
placement of up to 22,000,000 units to insidershefcompany.



FORM 52-109F2-
Certification of Interim Filings

I, Stephen W. Houghton, Chief Executive Officeartify that:

1.

5.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers' Annual and Interim Filings) of South

American Gold and Copper Company Limited, (the issuer) for the interim period ending
June 30, 2008;

Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

(@) designed such disclosure controls and procedures, or caused them to be designed
under our supervision, to provide reasonable assurance that material
information relating to the issuer, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the
period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with the issuer’s GAAP; and

I have caused the issuer to disclose in the interim MD&A any changes in the issuer’s
internal control over financial reporting that occurred during the issuers most recent
interim period that has materially affected, or is reasonably likely to materially affect, the
issuer’s internal control over financial reporting.

August 14, 2008

“Stephen W Houghton”

Stephen W. Houghton
Chief Executive Officer



FORM 52-109F2-
Certification of Interim Filings

I, Peter W. Hogg, Interim Chief Financial Officeertify that:

5.

5.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers' Annual and Interim Filings) of South

American Gold and Copper Company Limited, (the issuer) for the interim period ending
June 30, 2008;

Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material respects
the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings;

The issuer's other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

(@) designed such disclosure controls and procedures, or caused them to be designed
under our supervision, to provide reasonable assurance that material
information relating to the issuer, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the
period in which the interim filings are being prepared; and

(b) designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with the issuer’s GAAP; and

I have caused the issuer to disclose in the interim MD&A any changes in the issuer’s
internal control over financial reporting that occurred during the issuers most recent
interim period that has materially affected, or is reasonably likely to materially affect, the
issuer’s internal control over financial reporting.

August 14, 2008

“Peter W. Hogg”

Peter W. Hogg
Interim Chief Financial Officer
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