GOLDEN ARROW RESOURCES CORPORATION
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE SIX MONTHS ENDED JUNE 30, 2009

Introduction

The following management discussion and analysis and financial review, prepared as of August 28, 2009,
should be read in conjunction with the Company’s unaudited interim consolidated financial statements for the
six months ended June 30, 2009 and 2008 and audited annual consolidated financial statements and related
notes for the years ended December 31, 2008 and 2007. The consolidated financial statements have been
prepared in accordance with Canadian generally accepted accounting principles (“Canadian GAAP”). Except
as otherwise disclosed all dollar figures in this report are stated in Canadian dollars. Additional information
relevant to the Company can be found on the SEDAR website at www.sedar.com.

Forward Looking Statements

Certain of the statements made and information contained herein is “forward-looking information” within the
meaning of the Ontario Securities Act. Forward-looking statements are subject to a variety of risks and
uncertainties which could cause actual events or results to differ from those reflected in the forward-looking
statements, including, without limitation, risks and uncertainties relating to foreign currency fluctuations; risks
inherent in mining including environmental hazards, industrial accidents, unusual or unexpected geological
formations, risks associated with the estimation of mineral resources and reserves and the geology, grade and
continuity of mineral deposits; the possibility that future exploration, development or mining results will not be
consistent with the Company’s expectations; the potential for and effects of labour disputes or other
unanticipated difficulties with or shortages of labour; the inherent uncertainty of future production and cost
estimates and the potential for unexpected costs and expenses, commodity price fluctuations; uncertain political
and economic environments; changes in laws or policies, foreign taxation, delays or the inability to obtain
necessary governmental permits; and other risks and uncertainties, including those described under Risk Factors
Relating to the Company’s business in each management discussion and analysis. Forward-looking information
is in addition based on various assumptions including, without limitation, the expectations and beliefs of
management, the assumed long term price of gold; that the Company can access financing, appropriate
equipment and sufficient labour and that the political environment within Argentina, Peru ands Colombia will
continue to support the development and operation of mining projects. Should one or more of these risks and
uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially
from those described in forward-looking statements. Accordingly, readers are advised not to place undue
reliance on forward-looking statements.

Overview

The Company is a natural resource company engaged in the business of acquisition and exploration of mineral
properties in Argentina, Peru and Colombia. The Company’s strategy is to acquire properties for the purpose of
mineral exploration and exploitation. In the event the Company discovers mineralization capable of economic
production, it intends to develop or seek a joint venture partner and/or to sell all or a portion of its interest in the
subject property to finance the development of such property and/or use the funds to develop other properties.
There is no assurance that a commercially viable mineral deposit exists on any of the properties. Further
exploration will be required before a final evaluation as to the economic and legal feasibility of any of the
properties is determined.



Principal Properties

Argentina

San Juan Province

The Company has a 1% Net Smelter Royalty (NSR) on Yamana Gold Inc.’s Gualcamayo advanced stage gold
project, which commenced production at the beginning of 2009. The first payment of royalty revenue of
$138,658 USD ($169,375 CDN) was received on May 29, 2009 which relates to the first quarter of production
of 2009. On July 31, 2009 the Company received its second royalty payment from Yamana in the amount of
$206,988 USD ($223,340 CDN).

Regular quarterly payments will be made on January 31%, April 30", July 31%, and October 31%, of each year for
the life of mine.

Poncha, San Juan

In April 2007, the Company entered into an option agreement with Teck Resources Limited through its
subsidiary Teck Cominco Argentina Ltd. (“Teck Resources”) to earn an undivided 100% interest in Teck
Resources’ 100% option for the 3,000 ha Poncha gold-copper project located in San Juan, Argentina.

The agreement requires the Company to undertake work expenditures on the property totaling US$3,200,000
over three years with a first year’s commitment of US$650,000. Teck Resources managed the first exploration
program under a six month management contract with the Company. In addition the Company is responsible
for payments totaling US$2,880,000 to the underlying property owner over four years. The underlying owner
will retain a 1% NSR royalty in the property. Teck Resources has an option to re-earn up to a 65% interest in
the Poncha Property through a “Back-In” right and an “Additional Earn-In” right. In order to exercise its initial
Back-In right to acquire a 55% interest, Teck Resources is required to fund expenditures equal to twice the
Company’s expenditures (to a maximum of US$6,400,000). To increase its interest to 65% Teck Resources
would need to spend a further US$10,000,000. Teck Resources reserves a 1% NSR royalty if it chooses not to
exercise its back-in right.

On March 3, 2009 the Company amended the agreement with the property owner. The new cash terms are to
pay US$3,089,000 between May 10, 2008 and May 10, 2017 (US$203,000 paid). The property owners have the
right to terminate the agreement if the aforementioned payments have not been made before May 10, 2017.

As part of the agreement, Teck Resources Limited purchased 600,000 shares of the Company for $750,000 in
conjunction with the Company’s June 13, 2007 non-brokered private placement (See “Liquidity and Capital
Resources” section below). In addition, the agreement provides that under certain conditions Teck Resources
may contribute to a percentage of the payments to the underlying property owner.

The Poncha Project is located in the Cordillera Frontal of Argentina, San Juan Province. Initial work by Teck
Resources revealed a potentially large gold-mineralized hydrothermal system on the property. Two main
targets, separated by 2km of young, post mineral material were identified: the Northern porphyry copper-gold
target and the Southern structural and breccia-related, epithermal target.

In 2006, Teck Resources completed a Phase I drilling program on the property intercepting gold mineralization
and strong anomalous zinc. In 2007, the Company carried out phase Il drilling program on the project’s South
Target. In total 2,729m in 9 holes were completed. Highlights from the program include: 6m of 7.40 g/t gold
and 2m of 2.68 g/t gold in hole DDHPC9, 266m of 1.21 g/t gold and 3.30g/t silver including 61m grading 3.04
g/t gold and 7.16 g/t in hole RCPC13. This zone of mineralization is spatially related to a prominent induced
polarization (IP) chargeability anomaly.

During March and April of 2009, the Company completed four step-out drill holes totaling 2,175m centered on
hole RCPC13. All four of the drill holes completed intersected anomalous gold mineralization in multiple
intervals. Anomalous gold mineralization correlates well with elevated silver mineralization and overlaps with
more widespread intervals of anomalous zinc mineralization, as has been observed in other drill holes



previously completed on the South Target zone. Assay highlights from the 2009 Poncha Drill Program are
tabulated below:

Collar Fron?epth (m%o Sample Width (m) | Gold (g/t) | Silver (g/t) |  Zinc (%)
DDH-PCI5 | 71.0 77.0 6.0 116 76 029
DDH-PC15 | 3640 | 3810 17.0 0.33 18 0.00
DDH-PC16 | 1940 | 2360 42.0 0.37 3.9 0.09

including | 2210 | 227.0 6.0 169 16.5 0.37
DDH-PC17 | 41.0 64.0 23.0 0.24 45 0.05
DDH-PC17 | 4570 | 4630 6.00 0.81 21 0.26
DDH-PC18 | 1810 | 1910 10.0 021 65 0.11
DDH-PCI8 | 2210 | 2230 20 139 1.9 0.26
DDH-PCI8 | 3380 | 3540 16.0 0.17 14 0.02

Note: g/t = grams/tonne

The anomalous gold-silver-zinc mineralization that characterizes the South Target was intersected in all four
holes completed in the current program. The comparatively higher gold grades and longer mineralized interval
intersected in RCPC13 was not picked up in the 50m step-out holes drilled vertically below and along strike
from two directions, thereby limiting its potential size and extent.

All holes were cored through sequences of porphyritic dacite volcanic flows cut by widespread hydrothermal
brecciation and brittle shearing. The four holes displayed varying degrees of argillic alteration (clay+pyrite) and
sphalerite concentrations over most of their length. Pyrite mineralization is generally above 1% in all drill core
with wide zones (tens of metres) of brecciation and shearing containing 2-5% pyrite and discrete metre wide
intervals of semi-massive (+10%) pyrite. Hole DDH-PC18 intersected fractured and pyrite altered basement
phyllite between 557m and 563m. Intervals of elevated gold-silver-zinc mineralization occur in all rock types
encountered and do not display a strong correlation with pyrite content or degree of shearing or brecciation.
Anomalous gold-silver-zinc mineralization has been detected in all 16 drill holes completed to date in the South
Target. The alteration system is very large, covering at least 2km?; to date clear controls on higher-grade zones
have not been defined.

The Poncha property includes the North Target, an outcropping copper gold porphyry system, and South Target
(focus of the current drill program). The Company will be evaluating its plans for future work on the Poncha
Project over the South American winter.

Analysis of the 2009 drill core, Phase Il core and RC samples were performed by Alex Stewart Assayers, in
Mendoza, Argentina, an internationally recognized assay service provider. The 2009 drill program was carried
out under the supervision of Bruce Smith, AUSIMM, the Company’s Exploration Manager and a Qualified
Person as defined by National Instrument 43-101. The drilling program in April and May 2007 was carried out
under the supervision of employees of Teck Cominco Argentina Ltd. The RC program was carried out by the
Company. The technical information above has been reviewed by Dr. David A. Terry, P.Geo., director and
Vice President Exploration of the Company, and a Qualified Person as defined in National Instrument 43-101 (a
“Qualified Person”).

Pescado Gold Project, San Juan

The Company holds four mineral claims in the Gualcamayo area of San Juan: Sierra Pescado I, Sierra Pescado
I1, Durazno and Yanso. These 100% owned claims cover approximately 18,000ha and form the Pescado Gold
Project.

In the third quarter of 2008, the Company negotiated with Barrick Gold Exploration through its subsidiary
Barrick Exploraciones Argentina S.A. (“BEASA”) to provide a right of way to access water from Golden
Arrow’s Rio de las Taguas property. In exchange for providing access to water for BEASA’s Pascua Lama
gold project, Golden Arrow acquired from BEASA 100% of the 1,592ha Aspero 1 claim. This claim is



strategically important for Golden Arrow because it is contiguous to the Company’s 100% owned Pescado Gold
Project which now totals 19,194ha.

The northern boundary of the Pescado Gold Project is 10km south of the main gold zone on the Gualcamayo
deposit in a similar geological and structural setting. It is between 1,500m and 3,000m elevation and is
accessible for year-round exploration. To date the Pescado Gold Project properties have all had systematic silt
sampling, follow-up soil grids and rock sampling surveys carried out, with the exception of Durazno which has
had only preliminary silt and rock sampling completed. In total 806 rock samples, 383 stream sediment
samples and 479 soil samples have been collected on the project. Highlights from rock chip sampling include:
1m of 17.59 g/t gold; 1m of 10.75 g/t gold and 1m of 6.68 g/t Au (Pescado | and Il); 2m of 1.27 g/t gold; 2m of
3.46 g/t gold and 2m of 3.15 g/t gold (Yanso); 2m of 0.13 g/t gold, 10.2 g/t silver, >1% copper, 3,535 ppm lead
and 2,719 ppm zinc (Durazno).

A helicopter-borne aeromagnetic survey was conducted on the Pescado Gold Project in early 2008. The survey
was flown by New Sense Geophysics Limited and comprised 1,870 line kilometres covering the entire 18,000ha
property with 200m spaced lines.

No work was carried out on the Pescado Gold Project during the six months ended June 30, 2009.

Analyses for the samples collected at the Pescado Gold Project were performed by Alex Stewart Assayers. The
technical information above has been reviewed by Dr. David A. Terry, P.Geo., director and Vice President
Exploration, and a Qualified Person.

Valle de Cura

The Company has five exploration properties in the Valle de Cura region. The Company continues to seek
partners to advance the drill ready Rio de las Taguas and Poterillos properties and the other, earlier-stage
exploration properties in the area. A data review and field visit was carried out in late 2008. No work was
carried out in the six months ended June 30, 20009.

Other

The Company has agreements with Panthera Exploration Inc. (“Panthera”), a publicly traded company with
management in common, whereby the Company optioned its Mogote Property in the NW San Juan Region of
Argentina. Panthera has exercised the option and has earned a 51% interest in the Mogote Property. Panthera
has fulfilled the option requirements to issue a total of 1,650,000 of its common shares to the Company and to
incur US $1.25 million of expenditures.

On May 14, 2007, Panthera gave notice to the Company that it would not incur the additional expenditures
required in order to earn an additional 24% interest.

Panthera carried out exploration drilling programs on the Mogote property in 2004 and 2005 to test the Filo Este
and Filo Central targets. Wide intercepts of anomalous copper-gold mineralization were encountered in each
drill program. No exploration work has been carried out on the Mogote Property in 2006, 2007, 2008 or 2009.

On June 3, 2009, the Company announced that it had entered into a binding property transfer agreement to
acquire from Panthera Exploration Inc. four Peruvian property concessions and the remaining 51% interest in
the Mogote property not already held by the Company. The terms of the property transfer agreement are
detailed under the Peru Property section.

Jujuy Province

The Company currently has three properties in the province of Jujuy in northern Argentina: the Antiguyo
Property (Antiguyo | and II), the San Jose Property and the Timon Cruz Property. These properties mainly
cover lode and bulk tonnage gold targets hosted by folded Ordovician sediments. The properties lie within the
Sierra Rinconada, a northeast-trending belt measuring 30km by 130km that has a long history of gold
production dating back to Inca times. More concessions have been applied for and remain to be granted.

No work was carried out on the Jujuy properties during the six months ended June 30, 2009
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Neuguen Province

In 2007, the Company staked 3 cateos totaling 29,877 hectares in Neuquen Province. Only preliminary work
has been carried out on these properties. No work was carried out on the properties during the six months
ended June 30, 2009.

The Company’s Argentine-based exploration team is currently conducting focused exploration programs to
assess a number of the properties currently in its portfolio and initiating generative programs to identify targets
in high-potential mineral districts in Argentina. In addition the team is evaluating a number of advanced-stage
projects in Argentina, as well as other Latin American countries. The Company will continue to lever its
exploration expenditures through joint-venturing projects with high quality partners.

Peru
Rio Tabaconas

The Company had previously declared force majeure, as allowed under the property option agreement, on the
property payments for this project. The Company is maintaining these properties in good standing.

Effective April 1, 2007, the Company retained Gestora De Negocios e Inversiones (“GNI”) and its president,
Augusto Baertl, to assist in reopening negotiations with the stakeholders in the local communities, the Church
and the government. Based in Lima Peru, Mr. Baertl is well known in the mining and business communities in
Peru and internationally. The Company is fortunate to have obtained his services. GNI will prepare and present
a plan to the Company with their proposals to reopen the negotiations. The goal of resuming exploration
activities on the project is a difficult one. The Company thinks that there may now be an opportunity for
progress in preparing for the resumption of exploration work on the Rio Tabaconas project. It is the Company’s
intention to work with the stakeholders to assure them that the project is to the benefit of all and will be
managed in an envoirnmentally and socially responsible manner.

The September 2008 updated report highlighted advances in the further understanding of the underlying factors
that generated past conflicts and the concerns of the local communities. This report also recommended a
framework to appropriately approach formal negotiations. This framework has been carefully evaluated and

discussed with specialists on this field and it is currently under development.
Other

On June 3, 2009, the Company announced that it had entered into a binding property transfer agreement to
acquire from Panthera Exploration Inc. four Peruvian property concessions and the remaining 51% interest in
the Mogote property not already held by the Company. The acquisition includes the Cocha and Mitu copper-
silver properties in Junin Department and the Acero and Fuyani copper-gold projects in Cuzco Department.

According to the terms of the property transfer agreement, the Company will purchase the Properties from
Panthera in consideration for a US$150,000 cash payment and the grant of a 1% net smelter returns royalty to
Panthera (one half of which may be purchased by Golden Arrow for US$1,000,000). The Company will assume
all of the ongoing property maintenance requirements of the Properties. This transaction received shareholder
approval on July 22, 2009 and regulatory approval July 29, 2009.

Colombia

On March 2, 2009 the Company entered into an option agreement with an initial option payment of $80,000
USD for the La Morena Gold Project. The 293 hectare La Morena Gold Project is located 160km west of
Bogota in Quindio Department, Colombia. The project includes the 150 hectare La Morena claim that contains
a small permitted underground gold mine developed on a mineralized quartz vein, in addition to a number of
other prospects, and the 143 hectare EI Eden claim that also hosts several gold prospects. The option agreement
with a private Colombian company can earn a 100% interest in the 150 hectare La Morena claim by making



cash payments totalling US$1.955 million over five years. The Company has a work program underway to
evaluate the project.

Selected Quarterly Financial Information

Due to a change in accounting policy relating to exploration expenditures, results for 2008 and 2007 have been
restated. Refer to the mineral property interest section on page 10 for details.

The following selected consolidated financial information is derived from the unaudited interim consolidated
financial statements of the Company. The information has been prepared in accordance with Canadian GAAP.

2009 2008 (Restated) 2007 (Restated)
Jun. 30 Mar. 31 Dec. 31 Sep. 30 Jun. 30 Mar. 31 Dec. 31 Sept. 30
$ $ $ $ $ $ $ $
Revenues Nil Nil Nil Nil Nil Nil Nil Nil
Net Loss (1,275,304)]  (643,022) (1,579,951)| (790,268) | (1,577,011) | (876,919) |(1,355,545) | (774,916)
Net Loss per Common Share
Basic and Diluted (0.08) (0.03) (0.10) (0.05) (0.10) (0.06) (0.11) (0.06)

For the three months ended June 30, 2009, the Company recorded a loss of $1,275,304, a decrease in loss of
$301,707 from the $1,577,011 loss incurred during the three months ended June 30, 2008. The decrease in loss
is primarily a result of:

e Exploration costs decreased by $305,492 to $1,041,434 in the 2009 period compared to $1,346,926 in
the 2008 period. In the 2009 period the majority of exploration expenditures incurred was on the
Poncha project in Argentina and the Rio Tabaconnas project in Peru. In the 2008 period, the majority
of exploration expenditures was on the Pescado project in Argentina, Rio Tabaconnas project in Peru
and general exploration in Colombia.

e Stock-based compensation increased to $265,298 in 2009 as a result of the Company granting stock
options to directors, employees and consultants to acquire 1,650,000 common shares of the Company.

¢ Royalty income increased to $392,715 in the 2009 period compared to $Nil in the 2008 period as a
result of the company receiving it first and second payment of royalty revenue for the first and second
quarter of production of Yamana’s Gualcamayo advanced stage gold project, which commenced
production at the beginning of 2009.

e Interest income decreased by $33,263 to $1,883 in the 2009 period compared to $35,146 in the 2008
period as a result of the Company holding less short-term investments having less short-term
investments on hand and lower interest rates on its short-term investments in the 2009 period.

Summary of Financial Results

For the six months ended June 30, 2009, the Company reported a consolidated loss of $1,918,326 ($0.08 per
share), a decrease of $535,604 from the loss of $2,453,930 ($0.16 per share) for the six months ended June 30,
2008. The decrease in the loss in 2009 period, compared to the 2008 amount, was due to a number of factors of
which $238,416 can be attributed to decreases in operating expenses and a $297,188 increase in other income
items.

The Company’s operating expenses for the six months ended June 30, 2009 were $2,272,908, a decrease of
$238,416 from $2,511,324 in the 2008 period as a result of the following:

e Corporate development and investor relations decreased by $60,809 to $47,798 in the 2009 period
compared to $108,607 in the 2008 period mainly due to decreased costs associated with advertising
and attendance at investor conferences.

e Exploration costs decreased by $527,547 to $1,413,999 in the 2009 period compared to $1,941,546 in
the 2008 period. In the 2009 period the majority of exploration incurred was on the Poncha project in
Argentina and the Rio Tabaconnas project in Peru. In the 2008 period, the majority of expenditures




was on the Pescado and Jujuy projects in Argentina, Rio Tabaconnas project in Peru and general
exploration in Colombia.

e Professional fees increased to $121,950 in the 2009 period compared to $47,327 in the 2008 period as
a result of increased legal fees.

e Stock-based compensation increased to $265,298 in the 2009 period compared to $11,752 in the 2008
period as a result of the Company granting stock options to directors, employees and consultants to
acquire 1,650,000 (2008 — 45,000) common shares of the Company.

During the six months ended June 30, 2009 the Company capitalized acquisition costs of $99,626 on the La
Morena Gold project in Colombia. In Argentina the Company incurred exploration expenditures of $1,551 on
Valle de Cura, $1,451,304 on Poncha, $2,010 on Jujuy, $8,477 on Neuquen, $7,428 on other properties, and in
Peru the Company incurred expenditures of $244,982 on Rio Tabaconas, and in Colombia the Company
incurred expenditures of $219,230 on La Morena. See the “Exploration Projects” section above for further
discussion.

Liquidity and Capital Resources

The Company’s cash position at June 30, 2009 was $973,013 compared to $372,141 at December 31, 2008,
with working capital of $2,155,775 compared to $1,014,363 at December 31, 2008. Short-term investments
balance increased to $880,351 at June 30, 2009 from $657,878 at December 31, 2008. Total assets increased to
$4,774,965 at June 30, 2009 from $3,626,344 at December 31, 2008. As at August 28, 2009, the Company had
working capital of approximately $2,880,000.

As the Company is an exploration stage company, revenues have been limited to interest earned on cash held
with the Company’s financial institutions. For the six months ended June 30, 2009 the Company recorded
interest income of $13,126 compared to $80,088 for the six months ended June 30, 2008. In June 2009 the
Company received royalty revenue from its NSR on Yamana’s Gualcamayo gold project. The first payment
was $145,628 USD ($169,375 CDN). On July 31% the Company received its second royalty payment of
$206,988 USD ($223,340 CDN).

As at December 31, 2008 the Company held $207,102 of asset backed commercial paper (“ABCP”). This
investment was to mature on September 13, 2007 but has been rolled over under the provisions of the “Montreal
Accord”. On April 9, 2008 Canaccord Capital Corporation (“Canaccord”) announced the Canaccord Relief
Program, a repurchase plan that offers the Company the opportunity to sell the ABCP at par. In 2007, the
Company assessed fair value and recorded an impairment loss of $20,710 related to this investment,
representing a 10% valuation allowance of the original principal amount. During the three months ended March
31, 2009 the Canaccord Relief program was completed and the Company received $214,661 for the principal
and unpaid interest.

The Company has financed its operations through the sale of its equity securities. During the six months ended
June 30, 2009, the Company:

e The Company completed a non-brokered private placement financing of 5,189,000 units at a price of
$0.15 per unit, for net proceeds of $739,668 net of related share issue costs of $38,682. Each unit
consisted of one common share and one common share purchase warrant. Each warrant entitles the
holder to purchase one common share, exercisable at a price of $0.25 expiring January 9, 2011.

e The Company completed a non-brokered private placement financing of 9,054,000 units at a price of
$0.25 per unit, for net proceeds of $2,096,266 net of related share issue costs of $167,234. Each unit
consisted of one common share and one common share purchase warrant. Each warrant entitles the
holder to purchase one commaon share, exercisable at a price of $0.40 expiring October 17, 2010.

Subsequent to June 30, 2009 the Company:
e Completed a non-brokered private placement financing of 5,115,000 units at a price of $0.25 per unit

for net proceeds of $1,199,450 net of related share issue costs of $79,300. Each unit consisted of one
common share and one common share purchase warrant. Each warrant entitles the holder to purchase



one common share in the capital of the Company, exercisable at a price of $0.40 expiring December
30, 2010.

The Company will continue to rely on successfully completing additional equity financing and/or conducting
joint venture arrangements for further exploration on its properties. There can be no assurance that the
Company will be successful in obtaining the required financing or negotiating joint venture agreements. The
failure to obtain such financing or joint venture agreements could result in the loss of or substantial dilution of
its interest in its properties.

The Company may elect to acquire new projects, at which time additional equity financing may be required to
fund overheads and maintain its interests in current projects, or may decide to relinquish certain of its
properties. These decisions will be based on the results of ongoing exploration programs and the response of
equity markets to the projects and business plans.

The Company does not know of any trends, demand, commitments, events or uncertainties that will result in, or
that are reasonably likely to result in, its liquidity either materially increasing or decreasing at present or in the
foreseeable future. Material increases or decreases in liquidity are substantially determined by the success or
failure of the exploration programs or the acquisition of projects.

Operating Cash Flow

Cash outflow from operating activities was $1,980,038 for the six months ended June 30, 2009 compared to
$2,438,500 during the six months ended June 30, 2008.

Financing Activities

During the six months ended June 30, 2009 the Company received $3,041,850 from private placements less
issue costs of $205,916 compared to the receipt of $Nil from private placements in 2008. In addition, in 2009
the Company received $12,500 from the exercise of warrants (2008 — $168,000).

Investing Activities

Investing activities consumed cash of $267,524 for the six months ended June 30, 2009 compared to $2,242,344
in 2008. In 2009, investing activities included additions of $99,626 to mineral properties acquisition costs, a
loan to Panthera for $150,000, a receipt of $207,102 related to the long-term investment and an increase of
$225,000 in short-term investments. In 2008, investing activities included additions of $157,656 to mineral
properties acquisition costs and a decrease of $2,400,000 in short-term investments.

Related Party Transactions

The Company engages Grosso Group Management Ltd. (“Grosso Group™) to provide services and facilities to
the Company. The Grosso Group is a private company owned by the Company, IMA Exploration Inc. (“IMA”)
and Blue Sky Uranium Corp. (“Blue Sky”), each of which owns one share. IMA and Blue Sky have directors
and officers in common with the Company. The Grosso Group provides its shareholder companies with
geological, corporate development, administrative and management services, office and sundry and rent,
parking and storage. The shareholder companies pay monthly fees based upon a pro-rating of the Grosso
Group’s costs including its staff and overhead costs among each shareholder company with regard to the
mutually agreed average annual level of services provided to each shareholder company. The Grosso Group
services contract also provides that, in the event the services are terminated by a member company, a
termination payment would include three months of compensation and any contractual obligations that the
Grosso Group undertook for the company, up to a maximum of $500,000.

During the six months ended June 30, 2009, the Company incurred fees of $299,946 (2008 - $246,292): a total
of $293,039 (2008 - $267,552) was paid in monthly payments and $6,907 is included in amounts payable (2008
- $21,260 in amounts receivable and pre-paids) as a result of a review of the allocation of the Grosso Group
costs to the member companies for the period. In addition, included in deposits is an $85,000 (2008 - $85,000)
deposit to the Grosso Group for the purchase of equipment and leasehold improvements and for operating
working capital.



Effective May 1, 2007, the Company entered into an agreement with IMA to pay a monthly fee for the services
provided by IMA’s Chief Executive Officer who is also the Chief Executive Officer of the Company. The
agreement may be terminated at any time by the Company upon 30 days written notice. For the six months
ended June 30, 2009, the Company paid $18,000 (2008 - $18,000) to IMA for the services.

On June 17, 2009, the Company made a loan of $150,000 to Panthera which will be considered as a partial
payment when the Mogote property is transferred.

The Company, Blue Sky and IMA share office space and costs in Mendoza, Argentina.
All of the related party transactions and balances in these consolidated financial statements arose in the normal
course of operations and are measured at the exchange amount, which is the amount of consideration

established and agreed to by the related parties.

Contractual Commitments

As of June 30, 2009, the Company had no commitments, other than the commitment with the Grosso Group
discussed above in “Related Party Transactions”.

Further details of the Company’s option payments and expenditure commitments are disclosed in note 8 to the
Company’s June 30, 2009 unaudited consolidated financial statements.

Critical Accounting Estimates and Recent Accounting Pronouncements

The preparation of financial statements in conformity with Canadian GAAP requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amount of revenues and expenses
during the period. Actual results may differ from these estimates.

Reference should be made to the Company’s significant accounting policies contained in Note 3 of the
Company’s consolidated financial statements for the year ended December 31, 2008. These accounting policies
can have a significant impact on the financial performance and financial position of the Company.

Mineral Property Interests

During the year ended December 31, 2008, the Company retrospectively changed its accounting policy for
exploration expenditures to be more relevant. Prior to the year ended December 31, 2008, the Company
capitalized all such costs to mineral properties held directly or through an investment and only wrote down
capitalized costs when the property was abandoned or if the capitalized costs were not considered to be
economically recoverable.

Exploration expenditures are now charged to operations as they are incurred until the property reaches
development stage. All direct costs related to the acquisition of mineral property interests will continue to be
capitalized. Development expenditures incurred subsequent to a development decision, and to increase or to
extend the life of existing production, are capitalized and will be amortized on the unit-of-production method
based upon estimated proven and probable reserves.



The Company has accounted for this change in accounting policy on a retrospective basis. The impact of this
change on the previously reported June 30, 2008 consolidated financial statements is as follows:

As previously

reported Restatement As restated
$ $ $

Mineral property interests as at June 30, 2008 10,918,117  (8,426,388) 1,934,505
FIT Liability as at June 30, 2008 970,481 (970,481) -
Exploration expense for the period ended June 30, 2008 535,033 878,966 1,413,999
Loss for the period ended June 30, 2008 (1,047,416)  (1,933,596)  (2,453,929)
Loss per share for the period ended June 30, 2008 (0.07) (0.09) (0.16)
Deficit at June 30, 2008 (8,615,724)  (8,013,133) (16,628,857)
Cash flows from operating activities for the period ended
June 30, 2008 (1,257,861)  (1,180,639)  (2,438,500)
Cash flows from investing activities for the period ended June
30, 2008 1,061,705 1,180,639 2,242,344
Supplemental cash flow information:

Accounts payable for the three months ended June 30, 2008 234,767 35,030 269,797

Accounts payable for the six months ended June 30, 2008 225,874 (212,553) 13,321

When a property is placed in commercial production, acquisition costs will be depleted using the units-of-
production method. Management periodically reviews the recoverability of the capitalized mineral properties.
Management takes into consideration various information including, but not limited to, results of exploration
activities conducted to date, estimated future metal prices, and reports and opinions of outside geologists, mine
engineers and consultants. When it is determined that a project or property will be abandoned then the
acquisition costs are written-off, or if its carrying value has been impaired, then the costs are written down to
fair value.

Mineral property acquisition costs include cash costs and the fair market value of common shares, based on the
trading price of the shares issued for mineral property interests, pursuant to the terms of the related property
agreements. Payments relating to a property acquired under an option or joint venture agreement are made at
the sole discretion of the Company, and are recorded as mineral property acquisition costs upon payment.

The Company accounts for foreign value added taxes paid as part of exploration expense. The recovery of these
taxes will commence on the beginning of foreign commercial operations. Should these amounts be recovered
they would be treated as a reduction in general exploration expense.

Although the Company has taken steps to verify title to mineral properties in which it has an interest, these
procedures do not guarantee the Company’s title. Such properties may be subject to prior agreements or
transfers and title may be affected by undetected defects.

Recent Accounting Pronouncements
Goodwill and Intangible Assets

CICA Handbook Section 3064, Goodwill and Intangible Assets, establishes revised standards for
recognition, measurement, presentation and disclosure of goodwill and intangible assets. Concurrent with
the introduction of this standard, the CICA withdrew EIC 27, Revenues and Expenses during the preoperating
period. As a result of the withdrawal of EIC 27, companies will no longer be able to defer costs and revenues
incurred prior to commercial production at new mine operations. On January 1, 2009, the Company adopted
these changes, with no impact on its consolidated financial statements.
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Credit Risk and Fair Value of Financial Assets and Liabilities

In January 2009, the CICA issued EIC-173, “Credit Risk and the Fair Value of Financial Assets and Financial
Liabilities.” The EIC provides guidance on how to take into account credit risk of an entity and counterparty
when determining the fair value of financial assets and financial liabilities, including derivative instruments.
This standard is effective for our fiscal year beginning January 1, 2009. Adoption of this EIC did not have a
significant effect on the company’s financial statements.

Mining Exploration Costs

In March 2009, the CICA issued EIC-174, “Mining Exploration Costs.” The EIC provides guidance on the
accounting and the impairment review of exploration costs. This standard is effective for our fiscal year
beginning January 1, 2009. The application of this EIC did not have an effect on the company’s financial
statements.

Business combinations, consolidated financial statements and non-controlling interest

In January 2009, the CICA issued CICA Handbook Section 1582, Business Combinations, Section 1601,
Consolidations, and Section 1602, Non-controlling Interests. These sections replace the former CICA
Handbook Section 1581, Business Combinations and Section 1600, Consolidated Financial Statements and
establish a new section for accounting for a non-controlling interest in a subsidiary. CICA Handbook Section
1582 establishes standards for the accounting for a business combination, and states that all assets and liabilities
of an acquired business will be recorded at fair value. Obligations for contingent considerations and
contingencies will also be recorded at fair value at the acquisition date. The standard also states that acquisition-
related costs will be expensed as incurred and that restructuring charges will be expensed in the periods after the
acquisition date. It provides the Canadian equivalent to IFRS 3, Business Combinations (January 2008). The
section applies prospectively to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after January 1, 2011.

CICA Handbook Section 1601 establishes standards for the preparation of consolidated financial statements.

CICA Handbook Section 1602 establishes standards for accounting for a non-controlling interest in a subsidiary
in the preparation of consolidated financial statements subsequent to a business combination. It is equivalent to
the corresponding provisions of IFRS International Accounting Standards (“IAS”) 27, Consolidated and
Separate Financial Statements (January 2008).

CICA Handbook Section 1601 and Section 1602 apply to interim and annual consolidated financial statements
relating to fiscal years beginning on or after January 1, 2011. Earlier adoption of these sections is permitted as
of the beginning of a fiscal year.

All three sections must be adopted concurrently. The Company is currently evaluating the impact of the
adoption of these sections.

International Financial Reporting Standards

We have been monitoring the deliberations and progress being made by accounting standard setting bodies and
securities regulators in Canada and United States with respect to their plans regarding convergence to
International Financial Reporting Standards (“IFRS”):

e In February 2008, the Canadian Accounting Standards Board confirmed that publicly listed
companies will be required to adopt IFRS for interim and annual financial statements relating
to fiscal years beginning on or after January 1, 2011. Early adoption may be permitted,
however, exemptive relief requires approval of the Canadian Securities Administrators.

e In August 2008, the Securities and Exchange Commission of the United States announced
that it would seek public comments on a proposed roadmap for the potential mandatory
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adoption of IFRS beginning in 2014 for large accelerated filers, accelerated filers in 2015 and
then remaining public companies in 2016.

In preparation for the changeover from GAAP to IFRS, we commenced the planning process during the second
quarter of 2009. Specific initiatives are underway and others have been planned for the transitioning from
GAAP to IFRS. Current status of the project is as follows:

Resources
e We have retained the service of a major public accounting firm to provide technical and
process management assistance for the project.
e We will continue to invest in training and resources to ensure a timely and effective
conversion.

Process

e A diagnostic assessment of the key impact areas is currently underway.

e A detailed assessment of accounting and measurement differences between IFRS and
Canadian GAAP on current accounting policies, as well as new policies anticipated to be
implemented as we transition to a producer, is currently underway.

e Initial findings and observations from the work completed to date will serve as an input in
establishing the key parameters to develop solutions during the design phase of the project.

e A high-level impact assessment of IFRS conversion on our IT systems and tax processes is
underway.

e  Our audit committee is monitoring our progress and is kept informed of issues identified.

e  Our external auditor is advised of the progress status and issues identified.

We anticipate that there will be changes in accounting policies and these changes may materially impact our
financial statements.

Financial Instruments

The Company’s financial instruments are exposed to certain risks, including currency, credit and interest rate,
and liquidity risk. (See note 14 in the December 31, 2008 audited financial statements or the section below for
discussion).

The fair value of cash, short-term investments, accounts receivables and accounts payable and accrued liabilities
approximate their carrying values due to the short-term nature of those instruments.

The fair value of marketable securities is obtained by reference to the closing quoted market price on the
balance sheet date. As at June 30, 2009, the fair value of the Company’s marketable securities was $25,409.

Risk Factors

The Company’s operations and results are subject to a number of different risks at any given time. These
factors, include but are not limited to disclosure regarding exploration, additional financing, project delay, titles
to properties, price fluctuations and share price volatility, operating hazards, insurable risks and limitations of
insurance, management, foreign country and regulatory requirements, currency fluctuations and environmental
regulations risks. Exploration for mineral resources involves a high degree of risk. The cost of conducting
programs may be substantial and the likelihood of success is difficult to assess.

Title Risk: Although the Company has taken steps to verify title to mineral properties in which it has an interest,
these procedures do not guarantee the Company's title. Such properties may be subject to prior agreements or
transfers and title may be affected by undetected defects.

Metal Price Risk: The Company’s portfolio of properties has exposure to predominantly gold, silver and

copper. The prices of these metals, especially gold, greatly affect the value of the Company and the potential
value of its properties and investments.
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Financial Markets: The Company is dependent on the equity markets as its sole source of operating working
capital and the Company’s capital resources are largely determined by the strength of the junior resource
markets and by the status of the Company’s projects in relation to these markets, and its ability to compete for
the investor support of its projects.

Political Risk: Exploration is presently carried out in Argentina, Peru and Colombia. This exposes the
Company to risks that may not otherwise be experienced if all operations were domestic. Political risks may
adversely affect the Company’s potential projects and operations. Real and perceived political risk in some
countries may also affect the Company’s ability to finance exploration programs and attract joint venture
partners, and future mine development opportunities.

Currency Risk: Business is transacted by the Company in a number of currencies. Fluctuations in exchange
rates may have a significant effect on the cash flows of the Company. Future changes in exchange rates could
materially affect the Company’s results in either a positive or negative direction.

Interest rate risk: Interest rate risk is the risk that the fair value of a financial instrument will fluctuate due to
changes in market interest rates. Current financial assets and financial liabilities are generally not exposed to
significant interest rate risk because of their current nature.

Environmental Risk: The Company seeks to operate within environmental protection standards that meet or
exceed existing requirements in the countries in which the Company operates. Present or future laws and
regulations, however, may affect the Company’s operations. Future environmental costs may increase due to
changing requirements or costs associated with exploration and the developing, operating and closing of mines.
Programs may also be delayed or prohibited in some areas. Although minimal at this time, site restoration costs
are a component of exploration expenses.

Disclosure Controls and Procedures and Internal Control over Financial Reporting

On November 23, 2007, the British Columbia Securities Commission in which the Company is registered
exempted Venture Issuer from certifying disclosure controls and procedures, as well as, Internal Controls over
Financial Reporting as of December 31, 2007, and thereafter. Since the Company is a Venture Issuer, it is now
required to file basic certificates, which it has done for the year ended December 31, 2008. The Company
makes no assessment relating to establishment and maintenance of disclosure controls and procedures as
defined under Multilateral Instrument 52-109 as at June 30, 2009.

Investor Relations

Mr. Sean Hurd is the Company's Vice-President, Corporate Communications and coordinates investor relations
activities.  Additionally the Company attends investment/trade conferences and updates its website
(www.goldenarrowresources.com) on a continuous basis.

The Company has hired National Media Associates Ltd. to provide assistance in the ongoing development of
shareholder communication, with particular focus in the United States. National Media was paid a monthly
retainer of $4,000 per month starting from June 1, 2008 until October 1, 2008, and subject to satisfaction by
both parties, will increase to $5,000 per month until June 1, 2009. The agreement can be terminated by either
party with a 30-day notice. As of October 1, 2008, it was mutually agreed upon to suspend the monthly retainer
and review the contract in 2009 for possible reinstatement.

Outstanding Share Data

The Company’s authorized share capital is an unlimited number of common shares without par value. As at
June 30, 2009, there were 29,761,655 outstanding common shares and 2,923,900 stock options, which were
outstanding and exercisable, with an exercise prices ranging from $0.75 to $1.00 per share. In addition, as at
June 30, 2009, there were 14,243,000 warrants outstanding with exercise prices ranging from $0.25 to $1.90 per
share.

As of August 28, 2009, there were 34,876,655 common shares, 2,923,900 stock options and 19,308,000
warrants outstanding.
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