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11 Date

This Management’s Discussion and Analysis (“MD&A”") of Keegan Resources Inc. (“Keegan” or the “Company”) has been
prepared by management as of August 20, 2008 and should be read in conjunction with the consolidated financial
statements and related notes there of the Company, as at and for the three months ended June 30, 2008 and 2007 and
the audited consolidated financial statements and related notes thereto of the Company, as at and for the years ended
March 31, 2008 and 2007, which were prepared in accordance with Canadian generally accepted accounting principles.
The Company is presently a “Venture Issuer”, as defined in NI 51-102.

This MD&A may contain “forward-looking statements” which reflect the Company’s current expectations regarding the
future results of operations, performance and achievements of the Issuer, including potential business or mineral property
acquisitions and negotiation and closing of future financings. The Issuer has tried, wherever possible, to identify these
forward-looking statements by, among other things, using words such as “anticipate,” “believe,” “estimate,” “expect” and
similar expressions. The statements reflect the current beliefs of the management of the Company, and are based on
currently available information. Accordingly, these statements are subject to known and unknown risks, uncertainties and
other factors, which could cause the actual results, performance, or achievements of the Issuer to differ materially from
those expressed in, or implied by, these statements.

”ow ”ow

The Company undertakes no obligation to publicly update or review the forward-looking statements whether as a result of
new information, future events or otherwise.

Historical results of operations and trends that may be inferred from the following discussions and analysis may not
necessarily indicate future results from operations.

1.2 Over-all Performance

The Company was incorporated under the provisions of the Company Act (British Columbia) on September 23, 1999, and
completed its initial public offering and listed its shares for trading on the TSX Venture Exchange (the “Exchange”) on June
25, 2001. The Company'’s principal business is the acquisition and exploration of resource properties.

The Company has been judicious in its protection of the capital it has on hand. The Company has been investing only in
Bankers’ Acceptance Notes and Guaranteed Investment Certificates and has no investments in asset-backed commercial

paper which is currently experiencing liquidity issues.

As at the date hereof, the Company has mining interests in West Africa and has entered into the following agreements as
at June 30, 2008:

1. Esaase Gold Property
The Company entered into an option agreement dated May 3, 2006 with Sammetro Co. Ltd. (“Sammetro”) to
purchase a 100% interest in the Esaase gold property in southwest Ghana, subject to the underlying 10%
interest, 3% NSR of the Ghanaian government in all mining projects in Ghana, and a 0.5% NSR owed to the
Bonte Liquidation Committee. The agreement is subject to the following terms:

(@ Cash payments:

-US$100,000 to the bank from which Sammetro borrowed funds by May 17, 2006 (paid);
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-US$100,000 to Sammetro by June 30, 2006, which payment Sammetro will deliver to the Esaase
Liguidation Committee (the “Committee”) (paid);

-US$100,000 to the Committee by December 30, 2006 (paid);

-US$40,000 to Sammetro on May 3, 2007 (obligation renegotiated, see below);
-US$100,000 to the Committee by June 30, 2007 (paid);

-US$100,000 to the Committee by December 30, 2007 (paid);

-US$50,000 to Sammetro on May 3, 2010 and every year thereafter until production (obligation
renegotiated, see below);

-US$200,000 to the Committee on production (paid in advance); and

-US$100,000 to Sammetro on production (obligation renegotiated, see below).
(b) Issuance of 780,000 common shares of the Company to Sammetro over a three year period:

-40,000 common shares of the Company to Sammetro upon Exchange approval (issued);

-120,000 common shares of the Company to Sammetro on May 3, 2007 (obligation renegotiated, see
below);

-240,000 common shares of the Company to Sammetro on May 3, 2008 (obligation renegotiated, see
below); and

-380,000 common shares of the Company to Sammetro on May 3, 2009 (obligation renegotiated, see
below);

(c) Work exploration expenditures of US$2,250,000 over a three year period:

-$500,000 by May 3, 2007 (incurred);
-$750,000 by May 3, 2008 (obligation renegotiated, see below); and
-$1,000,000 by May 3, 2009 (obligation renegotiated, see below);

The Company entered into a finder's fee agreement dated June 5, 2006, whereby the Company paid
US$10,000 and issued 4,000 common shares as finder's fees with respect to this acquisition.

During the year ended March 31, 2008, after having already issued the cash and share payments as detailed in
1(a) and 1(b) and completing the full work expenditure indicated in 1(c), the Company renegotiated the option
agreement so that all further cash and share payments as indicated in 1(a) and 1(b) are no longer owed. In lieu
of these payments, the Company paid $850,000 to a creditor of Sammetro and issued 40,000 additional
common shares to Sammetro. The Company has been granted the full Esaase Mining Lease by the Minerals
Commission and Minister of Mines, Lands and Forestry with no further obligation to any party aside from the
NSR and government commitments. During the period, the Company paid US$85,000 and issued 4,000
common shares of the Company as finder’s fees with respect to the renegotiation of the option agreement.

During the year ended March 31, 2008, the Company purchased 100% private ownership of the Jeni
Concession mining lease and exploration rights. The Jeni Concession lies directly to the southwest and
contiguous to the Esaase Gold property. In consideration for the acquisition of the mining lease, Keegan paid
US$50,000 to the Bonte Liquidation Committee and US$50,000 to the Minerals Commission of Ghana for the
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title transfer. The Ghanaian government retains a standard 10% carried interest and 3% NSR and the Bonte
Liquidation Committee retains a 0.5% NSR.

The Property:

On October 25, 2007, Keegan announced an indicated 43-101 resource of 240,000 ounces in the indicated
category and 1.43 M oz in the inferred category with a grade of 1.4 g/t using a cutoff of 0.6 g/t Au. The inferred
category was primarily estimated from a collar spacing of 80 X 40 meters whereas those in the indicated
category were estimated using a collar spacing of approximately 40 X 40 meters. The original resource
represents a strike length of approximately 1.5 km of mineralized structure. The recently announced south
extension, while adding an additional 800 meters to this strike length, is already predominately drilled at 40 X 40
meter spacing.

Keegan announced several positive drill results on the property during the first fiscal quarter of 2009 and
subsequent to June 30, 2008 that expand the resource potential to the north and west of the existing resource
as well as infill drilling results designed to move the resource from inferred to indicated. The full drill results on
the Esaase Gold project may be found at www.keeganresources.com.

For the rest of calendar year 2008, Keegan intends to explore the Jeni Lease and continue the infill and
exploration drill programs with the goal of releasing a second resource estimate by the end of the year. Keegan
intends to expend, at minimum, an additional five million dollars on the project in 2008.

Richard Haslinger, P. Eng. is the Qualified Person with respect to NI 43-101 at Esaase.

2. Asumura Gold Project

The Company entered into an option agreement with GTE Ventures Limited (“GTE”) dated February 18, 2005
and subsequently amended, whereby the Company may acquire 100% of the Asumura Reconnaissance
Concession (“Asumura property”) located in the Republic of Ghana, West Africa, under the following terms:

(@) payment of US$100,000 to GTE as follows:

-US$10,000 upon signing the agreement (paid); and
-US$30,000 on or before October 8, 2006 (paid through the issuance of 16,775 shares).
-US$60,000 on or before October 8, 2007 (paid through the issuance of 20,087 shares).

(b) issuance of common shares of the Company with a value of US$100,000 to GTE as follows:

-common shares with a value of US$10,000 upon regulatory approval (issued 13,899 shares);

-common shares with a value of US$30,000 based on the 10 day average closing price prior to
issuance on or before October 8, 2006 (issued 16,775 shares); and

-common shares with a value of US$60,000 based on the 10 day average closing price prior to
issuance on or before October 8, 2007 (issued 20,088 shares).

(c) completion of US$1,000,000 of exploration work on the Asumura property as follows:
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1.3

-US$80,000 on or before July 31, 2005, (incurred);
-an additional US$400,000 on or before July 31, 2006 (incurred); and
-an additional US$520,000 on or before July 31, 2007 (incurred).

As the Company has met the above commitments, it now has an undivided 100% private interest in the
Asumura property subject to a 3.5% net smelter return, 50% of which may be purchased for US$2,000,000. If
the property is converted to a Mining License, it may become subject to a 3-6% NSR (3% is the standard
amount) and 10% ownership by the Ghanaian government. 11,270 shares were issued to Hunter Dickinson Inc.
(“HDI") as finder’s fees with respect to the Asumura property.

During the year, the Company acquired an option to purchase the remaining 50% of the GTE NSR for an
additional US$4,000,000.

The Property:

On April 1%, 2008, Keegan acquired the Mt. Olives reconnaissance license, which brings the total land package
of the combined Asumura property to over 900 square kilometers. On May 14, 2008, Keegan announced that it
has intersected 14 m of 4.47 g/t Au along the NW structure. The intercept comes from one of the fences of
shallow reconnaissance drill holes that Keegan has drilled as an initial test of this structure. Drill assays from
reconnaissance drill holes on other structures at Asumura are still pending; Keegan will release further assays
when received. Please see www.keeganresources.com for a map showing collar locations.

Table 1. Intercept for discovery hole from the NW zone.

Hole_ID From (m) To (m) Width (m) Grade (g/t)
NW92 KAR080204 36 50 14 4.48
including 37 38 1 52.2

After receiving all gold results Keegan will interpret them together with available geophysics and geology, and
plan additional drilling. Keegan is also continuously conducting geochemical sampling on known mineralized
structures throughout the Asumura Property. Keegan expects to expend at least $500,000 on the property for
the remainder of calendar year 2008.

Vincent Dzakpasu, a qualified member of the Institute of Mining and Metallurgy in the United Kingdom is
Keegan's Qualified Person on the property.

Selected Annual Information

2008 2007 2006
$ $ $
Revenues ( interest and other income) 476,034 97,135 10,779
Net loss 4,316,042 4,381,139 2,989,019
Loss per share, basic and diluted 0.17 0.28 0.31
Total assets 34,669,516 21,493,513 2,372,212
Total long-term financial liabilities Nil Nil Nil
Cash dividends declared Nil Nil Nil
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1.4 Results of Operations
Three months ended June 30, 2008 and 2007

During the three months ended June 30, 2008, the Company reported a loss and comprehensive loss of $1,033,884 or
$0.04 per share compared to a loss of $611,027 or $0.03 per share during the previous period, representing an increase
in loss by $422,857. The increase in loss during the three months ended June 30, 2008 resulted from an increase in
general and administrative expenses by $409,886 and a decrease in interest and other income by $12,971.

Interest and other income decreased by $12,971 due to varying interest rates on investments. The Company earned
interest and other income of $90,409 three months ended June 30, 2008 as compared to $103,380 during the same
period in the prior fiscal year.

The increase in general and administrative expenses by $409,886 during the three months ended June 30, 2008 resulted
from increases in amortization of $12,508, consulting fees, directors’ fees and wages and benefits of $16,272, foreign
exchange loss of $246,943, office, rent and administration of $7,605, professional fees of 33,188 and travel, promotion
and investor relations of $163,521 partially offset by decreases in bank charges and interest of $4,197, regulatory, transfer
agent and shareholder information of $9,420 and stock-based compensation of $56,534. The over-all increase in general
and administrative expenses during the period was primarily attributable to increased corporate activity as a result of the
Company’s ongoing active exploration programs. In March 2008, the Company purchased a 100% private ownership of
the Jeni Concession mining lease and exploration rights. The Jeni Concession lies directly to the southwest and
contiguous to the Esaase Gold property.

Below are the discussions on the significant changes in general and administrative expenses:

Amortization increased by $12,508 as the Company purchased motor vehicles and equipment during the period of
$301,112. During the prior period, the Company purchased equipment of $7,448.

Consulting fees, directors’ fees and, wages and benefits increased by $16,272 as result of an increase in wages and
benefits due to the Company’s hiring of additional personnel in support of its increasing exploration operations in Ghana,
payment of directors’ fees of $600 per month to three directors of the Company effective November 1, 2007 and an
increase in consulting fees of US$5,000 per month to a director and officer of the Company effective November 1, 2007.
During the previous period, no directors’ fees were paid.

The Company’s reporting currency is the Canadian dollar while it conducts a major part of its business in US dollars and
Ghanaian Cedi. The Company’s exploration programs and operations in Ghana have substantially increased during the
period, and as a result, the Company recognized a foreign exchange loss of $280,533 during the three months ended
June 30, 2008 as compared to $33,590 during the prior period.

Professional fees increased by $33,188 as a result of legal fees paid related to the Company’s listing application on the
Toronto Stock Exchange and accounting fees paid related to the Company’s internal control documentation. No fees
related to these types of service were paid in the prior period.

Travel, promotion and investor relations increased by $163,521 as a result of travel expenses to Ghana and various road
shows, investment and mining conferences the Company participated in during the period. The Company did not
participate in any road shows, investment and mining conferences during the same period in the prior fiscal year.
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15 Summary of Quarterly Results

The following is a summary of certain consolidated financial information concerning the Company for each of the last
eight reported quarters:

Quarter ended Interest and Net Loss Loss per share
other income

June 30, 2008 $ 90,409 $ 1,033,884 $ 0.04
March 31, 2008 $219,617 $ 1,182,959 $ 0.04
December 31, 2007 $ 72,827 $ 1,897,042 $ 0.07
September 30, 2007 $ 80,210 $ 625,014 $ 0.03
June 30, 2007 $ 103,380 $ 611,027 $ 0.03
March 31, 2007 $ 66,020 $ 1,889,260 $ 0.10
December 31, 2006 $ 17,435 $1,072,214 $ 0.07
September 30, 2006 $ 7,449 $ 1,050,693 $ 0.08

1.6/1.7 Liquidity and Capital Resources

The Company reported working capital of $12,766,431 at June 30, 2008 compared to working capital of $15,063,520 at
March 31, 2008, representing a decrease in working capital by $2,297,089. As at June 30, 2008, the Company had net
cash and cash equivalents on hand of $7,715,005 compared to $15,241,053 at March 31, 2008. Net cash on hand
decreased by $7,526,048 resulting from inflows of net cash of $2,166,700 from exercises of warrants and options less
cash utilized for operations of $1,029,139, short-term investments of $5,000,000, deferred exploration expenses of
$3,362,497 and purchase of furniture and equipment of $301,112. During the same period in the prior fiscal year, the
Company raised net cash of $616,510 from exercise of warrants and options, utilized $483,447 of its cash for operations,
$91,205 for resource property acquisition payments pursuant to agreements, $3,538,633 for deferred exploration
expenses and $7,448 for purchase of furniture and equipment.

As at June 30, 2008, the Company’s cash and cash equivalents consist of cash of $4,644,491 and banker's acceptance
notes of $3,070,514. The banker’s acceptance notes mature on August 25, 2008 and bear interest at 2.97% per annum.
In addition, the Company’s short-term investments consist of $5,000,000 in guaranteed investment certificates which
mature May 28, 2009 and bear interest at 3.15% per annum. The Company has no investments in asset-backed
commercial paper which is currently experiencing liquidity issues.

Current assets excluding cash and cash equivalents and short-term investments at June 30, 2008 increased by $156,541
from $198,999 at March 31, 2008 to $355,540 at June 30, 2008. The increase in current assets is attributable to the
increase in prepaid expenses and deposits by $284,128 as a result of prepayments to various exploration vendors in
Ghana offset by a decrease in receivables by $127,587 as the Company received GST refunds of $102,057 during the
period.

Current liabilities at June 30, 2008 which mainly consisted of accounts payable and accrued liabilities of $304,114, of
which $40,800 was due to related parties and $263,314 was due to various exploration and other vendors. Current
liabilities decreased by $72,418 as a result of payments of outstanding obligations to various exploration and other
vendors.
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The following shows the Company’s contractual obligations:

After
Contractual Obligation Total 1-3 years 4-5 years 5 years
Lease commitments $51,548 $51,548 $Nil SNl

W The Company has entered into lease agreements for its corporate office premises.

The Company also has continuing commitments related to resource properties as described in Item 1.2 — Overall
Performance.

The Company entered into option agreements with respect to the Esaase and Asumura properties in Ghana and
pursuant to these agreements the Company has expended an aggregate of $22,597,819 for acquisition and deferred

exploration costs on these properties.

During the three months ended June 30, 2008, the Company raised net cash of $2,166,700 as follows:

1. 773,000 common shares were issued for gross proceeds of $1,982,700 on exercise of warrants and broker’s
warrants.
2. 200,000 common shares were issued for gross proceeds of $184,000 on exercise of options.

During the year ended March 31, 2008, the Company raised net cash of $14,954,456 as follows:

1. During the year ended March 31, 2008, the Company completed a brokered private placement of 3,300,000
units of the Company at a price of $4.10 per unit for total gross proceeds of $13,530,000, pursuant to a letter of
engagement with a syndicate of underwriters. Each unit consisted of one common share and one-half of one
transferable common share purchase warrant of the Company. Each whole share purchase warrant shall be
exercisable into one common share of the Company at a price of $5.25 per share for a period of 18 months
expiring May 27, 2009. These warrants are subject to an acceleration clause. The underwriters received a cash
commission of $676,500 plus 330,000 broker warrants exercisable at a price of $4.25 per broker warrant for a
period of 18 months expiring May 27, 2009.

2. 1,115,470 common shares were issued for gross proceeds of $2,033,528 on exercise of warrants and broker’s
warrants.
3. 200,000 common shares were issued for gross proceeds of $184,000 on exercise of options.

The other sources of funds potentially available to the Company as of the date of this MD&A are through the exercise of
outstanding 3,058,750 share purchase warrants at $3.25 per share which expire February 16, 2009, 330,000 warrants at
$4.25 per share which expire May 27, 2009, 1,650,000 warrants at $5.25 per share which expire May 27, 2009 and
673,315 stock options at $0.92 per share which expire February 3, 2010, 220,000 options at $1.16 per share which
expire November 22, 2010, 60,000 options at $2.48 per share which expire February 2, 2011, 1,230,000 options at $2.44
per share which expire November 10, 2011, 100,000 options at $2.85 per share which expire December 19, 2011,
19,000 options at $3.38 per share which expire March 7, 2012, 100,000 options at $3.60 per share which expire October
17, 2012 and 926,000 options at $4.20 per share which expire February 5, 2013. However, there can be no assurance,
whatsoever, that any of these outstanding exercisable securities will be exercised.
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Financing for the Company’s operations was funded primarily from various share issuances through private placements
and exercises of options and warrants. Although the Company presently has sufficient funds to continue to meet its
anticipated ongoing operations, the Company may continue to have capital requirements in excess of its currently
available resources to carry out any programs of work on the mineral properties and will therefore be required to raise
additional funds. In addition, if the Company’s plans change, its assumptions change or prove inaccurate, or its capital
resources in addition to projected cash flow, if any, prove to be insufficient to fund operations, the Company may be
required to seek additional financing. Although the Company has previously been successful in raising the funds required
for its operations, there can be no assurance that the Company will have sufficient financing to meet its future capital
requirements or that additional financing will be available on terms acceptable to the Company in the future. The
Company'’s overall success will be affected by its current or future business activities.

The Company has not had a history of operations or earnings and its overall success will be affected by its current or
future business activities. The Company is in the process of acquiring and exploring its interests in resource properties
and has not yet determined whether these properties contain mineral deposits that are economically recoverable. The
continued operations of the Company and the recoverability of expenditures incurred to earn an interest in these
resource properties are dependent upon the existence of economically recoverable reserves, securing and maintaining
title and beneficial interest in the properties, obtaining necessary financing to explore and develop the properties, and
upon future profitable production or proceeds from disposition of the resource properties.

1.8 Off-Balance Sheet Arrangements
The Company does not utilize off-balance sheet arrangements.
1.9 Transactions with Related Parties

During the three months ended June 30, 2008 and 2007, the Company entered into transactions with related parties as
follows:

1. Included in professional fees is $nil (2007 - $2,180) paid or accrued for legal fees to a company controlled by a
director of the Company and $23,950 (2007 - $3,000) for accounting fees to a company controlled by an officer of the
Company during the three months ended June 30, 2008.

2. Included in consulting fees, wages and benefits is $20,475 (2007 - $13,356) paid or accrued for consulting fees
paid to an officer of the Company during the three months ended June 30, 2008.

3. The Company has entered into a consulting agreement with a director and officer of the Company in the amount
of US$7,000 per month plus benefits. The fee was increased to US$12,000 per month effective November 1, 2007.
During the three months ended June 30, 2008, the Company paid consulting fees and benefits of $41,775 (2007 -
$28,398) under this agreement.

4. During the three months ended June 30, 2008, the Company paid or accrued $3,900 (2007 - $18,000) for
geological fees to a director of the Company. These costs have been included in resource properties.

5. During the three months ended June 30, 2008, the Company paid directors’ fees of $5,400 (2007 - $nil) to
certain directors of the Company.

These transactions were measured by the exchange amount, which is the amount agreed upon by the transacting
parties.
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Included in accounts payable and accrued liabilities at June 30, 2008 is $40,800 (March 31, 2008 - $55,933) owing to
directors of the Company and a company controlled by a director and officer of the Company.

1.10 Fourth Quarter and Subsequent Events

No disclosure necessary.

1.11 Critical Accounting Estimates

Not applicable to Venture Issuers.

1.12 Changes in Accounting Policies including Initial Adoption

Change in Accounting Policies

Effective April 1, 2007, the Company adopted the provisions of the following new Canadian Institute of Chartered
Accountants (“CICA”) accounting standards:

1. Comprehensive Income (Section 1530)

This section describes standards for reporting and disclosing comprehensive income, its components and
related changes in equity. Comprehensive income includes net income as well as changes in equity during a
period from transactions and events from non-owner sources, such as unrealized gains or losses on available-
for-sale financial instruments. Adopting this standard had no impact on the Company’s consolidated financial
statements as at April 1, 2007 or for the three months ended June 30, 2008.

2 Financial Instruments — Recognition and Measurement (Section 3855)

This section describes the standards for recognizing and measuring financial assets, financial liabilities and non-
financial derivatives. Under the new standard, all financial instruments will be classified as one of the following:
held-for-trading, held-to-maturity, loans and receivables, available- for-sale financial assets or other financial
liabilities.

e Held-for-trading financial instruments are measured at fair value. All gains and losses resulting from
changes in their fair value are included in net earnings (loss) in the period in which they arise.

e Held-to-maturity investments, loans and receivables, and other financial liabilities are initially measured
at fair value and subsequently measured at amortized cost. Amortization of premiums or discounts and
transaction costs are amortized into net earnings (loss), using the effective interest method.

e Available-for-sale financial assets are measured at fair value, with unrealized gains and losses
recorded in other comprehensive income until the asset is realized, at which time they will be recorded
in net earnings (loss). Other than temporary impairments on available-for-sale financial assets are
recorded in net earnings (loss).

3 Financial Instruments — Disclosure and Presentation (Section 3861)
CICA Section 3861 sets out standards which address the presentation of financial instruments and non-financial

derivates, and identifies the related information that should be disclosed. These standards also revise the
requirements for entities to provide accounting policy disclosures, including disclosure of the criteria for
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designating as held-for-trading those financial assets or liabilities that are not required to be classified as held-
for-trading; whether categories of normal purchases and sales of financial assets are accounted for at trade
date or settlement date; the accounting policy for transaction costs on financial assets and financial liabilities
classified as other than held-for-trading; and provides several new requirements for disclosure about fair value.

The Company has chosen to recognize all transaction costs in operations on all financial instruments that have
been designated as other than held for trading in accordance with S3855.57(a).

4. Hedging (Section 3865)

CICA Section 3865 specifies the circumstances under which hedge accounting is permissible and how hedge
accounting may be performed. The Company currently does not hold any financial instruments designated for
hedge accounting.

5. Accounting Changes (Section 1506)

Section 1506 revised the standards on changes in accounting policy, estimates or errors to require a change in
accounting policy to be applied retrospectively (unless doing so is impracticable or is specified otherwise by an
new accounting standard), changes in estimates to be recorded prospectively, and prior period errors to be
corrected retrospectively. Voluntary changes in accounting policy are allowed only when they result in financial
statements that provide reliable and more relevant information. In addition, these revised standards call for
enhanced disclosures about the effects of changes in accounting policies, estimates and errors on the financial
statements. The impact of this new standard cannot be determined until such time as the Company makes a
change in accounting policy, other than the changes resulting from the implementation of the new CICA
Handbook standards discussed in this note.

6. Accounting Policy for Transaction Costs, EIC-166:

On June 1, 2007, the Emerging Issues Committee of the CICA issued abstract No. 166, Accounting Policy
Choice for Transaction Costs (“EIC-166"). This EIC addresses the accounting policy choice of expensing or
adding transaction costs related to the acquisition of financial liabilities that are classified as other than held-for-
trading to its initial carrying cost measured upon the adoption of CICA Handbook Section 3855, Financial
Instruments — Recognition and Measurement (“Section 3855”). Specifically, it requires that the same
accounting policy choice be applied to all similar financial instruments classified as other than held-for-trading,
but permits a different policy choice for financial instruments that are not similar. The Company has adopted
EIC-166 effective for the year ended March 31, 2008. The Company has chosen to recognize all transaction
costs in operations on all financial instruments that have been designated as other than held for trading. The
adoption of this policy had no material effect on the Company'’s financial statements.

Adoption of New Accounting Standards

The Company has adopted the following new CICA accounting standards effective April 1, 2008.
1. Sections 38692 and 3863

The CICA has issued new accounting standards Section 3862, “Financial Instruments — Disclosures” and
Section 3863, “Financial Instruments — Presentation” which replace Section 3861 “Financial Instruments—
Disclosure and Presentation”. The new disclosure standard increases the emphasis on the risks associated with
both recognized and unrecognized financial instruments and how those risks are managed. The Company’s
financial instruments are presented in Note 10 to its consolidated financial statements as at and for the three
months ended June 30, 2008.

10
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The initial adoption of Sections 3862 and 3863 had no impact on the Company’s consolidated results of
financial position.

Section 1535

Effective April 1, 2008, the Company adopted new accounting standard Section 1535, “Capital Disclosures”,
which requires companies to disclose their objectives, policies and processes for managing capital. In addition,
disclosures are to include whether companies have complied with externally imposed capital requirements and,
if not in compliance, the consequences of such non-compliance. Disclosure for Section 1535 is provided in Note
11 to the Company’s consolidated financial statements as at and for the three months ended June 30, 2008.

Recently Released Canadian Accounting Standard

The following CICA accounting standard that has been issued but not yet adopted by the Company.

1.13

International Financial Reporting Standards ("IFRS") In 2006, the Canadian Accounting Standards Board
("AcSB") published a new strategic plan that will significantly affect financial reporting requirements for
Canadian companies. The AcSB strategic plan outlines the convergence of Canadian GAAP with IFRS over an
expected five year transitional period. In February 2008 the AcSB announced that 2011 is the changeover date
for publicly-listed companies to use IFRS, replacing Canada's own GAAP. The date is for interim and annual
financial statements relating to fiscal years beginning on or after April 1, 2011. The transition date of April 1,
2011 will require the restatement for comparative purposes of amounts reported by the Company for the year
ended March 31, 2011. While the Company has begun assessing the adoption of IFRS for fiscal year 2012, the
financial reporting impact of the transition to IFRS cannot be reasonably estimated at this time.

Financial Instruments and Other Instruments

As at June 30, 2008, the Company'’s financial instruments consist of cash and cash equivalents, receivables, prepaid
expenses and deposits and accounts payable and accrued liabilities. Unless otherwise noted, it is management’s opinion
that the Company is not exposed to significant credit, liquidity, or market risks arising from these financial instruments.
The fair value of these financial instruments approximates their carrying value, unless otherwise noted.

The risk exposure is summarized as follows:

1.

Credit risk

The Company is not exposed to any significant credit risk on its financial assets. Cash and cash equivalents
consisting of Bankers Acceptance Notes (“BAs”) and Guaranteed Investment Certificates (“GICs”) have been
invested with reputable financial institutions, from which management believes the risk of loss to be remote. As
at June 30, 2008, the Company had no financial assets that were either past due or impaired.

Credit risk reflects the risk that the Company may be unable to recover contractual receivables. The Company

does not have significant receivables and no one account represents a concentration of credit risk. The
Company employs established credit approval practices to mitigate this risk.

11



KEEGAN RESOURCES INC.

Management Discussion & Analysis
Three months ended June 30, 2008 and 2007

2. Liquidity risk

The Company’s approach to managing liquidity is to ensure that it will have sufficient liquidity to settle
obligations and liabilities when due. As at June 30, 2008, the Company had a cash balance of $12,715,005 to
settle current liabilities of $304,114 which mainly consist of accounts payable that are considered short term and
settled within 30 days. To maintain the Company in good standing and maintain its interests in its exploration
properties, management estimates its capital requirements for 2008 to be approximately $8,000,000. This cost
estimate does not include expenses related to the evaluation of potential property acquisitions.

3. Market risk

i Interest rate risk

The Company’s accounts payable and accrued liabilities are non-interest bearing. As at June 30, 2008,
the Company’s interest bearing assets are cash and cash equivalents. The Company maintains a
minimum cash balance in its chequing account and transfers funds from its investment account when
the need arises. The Company’s investments are placed in BAs and GICs which interest rates vary
depending on the rates offered by the banks when the instruments mature and are automatically
renewed. For the three month period ended June 30, 2008, the company recognized $88,576 in
interest income from its interest bearing investments.

ii. Foreign currency risk

The Company conducts part of its business in US dollars and Ghanaian Cedi and therefore is affected
by variations in exchange rates. The Company does not have foreign currency hedges in place and
does not actively manage this risk.

iii. Price risk

The Company’s financial assets and liabilities are not exposed to price risk with respect to commodity
prices.

The Company has risk concentrations associated with its cash account and investments which earn
interest at prevailing interest rates. These rates fluctuate with changes in prevailing banking interest

rates.

During the period ended June 30, 2008, there were no changes to the Company’s risk exposure or to
the Company’s policies for risk management.

1.14 Other Requirements

Disclosure Controls and Procedures

Disclosure controls and procedures (‘DC&P’) are intended to provide reasonable assurance that information required to
be disclosed is recorded, processed, summarized and reported within the time periods specified by securities regulations
and that information required to be disclosed is accumulated and communicated to management. Internal controls over
financial reporting (‘'ICFR’) are intended to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with Canadian generally accepted
accounting principles.

TSX Venture listed companies are not required to provide representations in their annual and interim filings relating to the
establishment and maintenance of DC&P and ICFR, as defined in Multinational Instrument Ml 52-109. In particular, the

12



KEEGAN RESOURCES INC.

Management Discussion & Analysis
Three months ended June 30, 2008 and 2007

CEO and CFO certifying officers do not make any representations relating to the establishment and maintenance of (a)
controls and other procedures designed to provide reasonable assurance that information required to be disclosed by the
issuer in its annual filings, interim filings or other reports filed or submitted under securities legislation is recorded,
processed, summarized and reported within the time periods specified in securities legislation, and (b) a process 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. The issuer’s certifying officers are responsible for ensuring
that processes are in place to provide them with sufficient knowledge to support the representations they are making in
their certificates regarding absence of misrepresentations and fair disclosure of financial information. Investors should be
aware that inherent limitations on the ability of certifying officers of a venture issuer to design and implement on a cost
effective basis DC&P and ICFR as defined in Ml 52-109 may result in additional risks to the quality, reliability,
transparency and timeliness of interim and annual filings and other reports provided under securities legislation.

Summary of outstanding share data:

The Company is authorized to issue an unlimited number of common shares without par value and 100,000,000
preferred shares without par value. As at the date of this MD&A, there were 28,440,648 shares issued and outstanding.

The following stock options were outstanding as at the date of this MD&A:

Number Number

Exercise price outstanding Expiry date exercisable
$0.92 673,315 February 3, 2010 673,315
$1.16 220,000 November 22, 2010 220,000
$2.48 60,000 February 2, 2011 60,000
$2.44 1,230,000 November 10, 2011 1,230,000
$2.85 100,000 December 19, 2011 100,000
$3.38 19,000 March 7, 2012 16,625
$3.60 100,000 October 17, 2012 50,000
$4.20 926,000 February 5, 2013 347,250
3,328,315 2,697,190

The following warrants were outstanding as at the date of this MD&A:

Number of Shares Exercise Price Expiry Date
3,058,750 $3.25 February 16, 2009
330,000 $4.25 May 27, 2009

1,650,000 $5.25 May 27, 2009

@ These warrants are subject to an acceleration clause whereby after 9 months from issuance of shares, if the shares of
the Company trade above $4 for a period of 20 consecutive trading days, the Company will have the option to require the
earlier exercise of the warrants within 30 days of formal notice from the Company.

@ These warrants are subject to an acceleration clause whereby if the shares of the Company trade above $6 for a
period of 20 consecutive trading days, the Company will have the option to require the earlier exercise of the warrants
within 30 days of formal notice from the Company.

Additional disclosures pertaining to the Company’s filing statement, technical report, management information circulars,
material change reports, press releases and other information are available on the SEDAR website at www.sedar.com.
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KEEGAN RESOURCES INC.

(the “Company”)

CONSOLIDATED FINANCIAL STATEMENTS
Three months ended June 30, 2008 and 2007
NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

The accompanying unaudited interim financial statements of the Company have been prepared by and are the responsibility
of Company’s management.

The Company’s independent auditor has not performed a review of these financial statements in accordance with the
standards established by the Canadian Institute of Chartered Accountants for a review of interim financial statements by an
entity’s auditor.

August 20, 2008



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Consolidated Balance Sheets
June 30, 2008 and March 31, 2008

Expressed in Canadian Dollars

June 30, 2008

March 31, 2008

(Unaudited) (Audited)
Assets
Current assets:
Cash and cash equivalents (note 3) $ 7,715,005 $ 15,241,053
Short-term investments (note 3) 5,000,000 -
Receivables 8,563 136,150
Prepaid expenses and deposits 346,977 62,849
13,070,545 15,440,052
Furniture, equipment and leasehold improvements (note 4) 411,270 124,895
Resource properties (note 5) 22,597,819 19,104,569
$ 36,079,634 $ 34,669,516
Liabilities
Current liabilities:
Accounts payable and accrued liabilities (note 7) $ 304,114 $ 376,532
Shareholders’ Equity
Share capital (note 6) 43,000,313 40,489,334
Contributed surplus (note 6) 6,243,851 6,238,410
Deficit accumulated in the exploration stage (13,468,644 ) (12,434,760)
35,775,520 34,292,984
$ 36,079,634 $ 34,669,516

Commitments (note 8)

SEE ACCOMPANYING NOTES



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Consolidated Statements of Operations and Deficit
Three months ended June 30, 2008 and 2007
(Unaudited - Prepared by Management)

Expressed in Canadian Dollars

2008 2007
Expenses:
Amortization $ 14,737 2,229
Bank charges and interest 4,137 8,334
Consulting fees, directors’ fees and wages and benefits: (note 7)
Incurred 224,992 208,720
Stock-based compensation 208,593 243,382
Foreign exchange 280,533 33,590
Office, rent and administration 79,140 71,535
Professional fees: (note 7)
Incurred 40,494 7,306
Stock-based compensation 15,321 14,095
Regulatory, transfer agent and shareholder information 26,712 36,132
Travel, promotion and investor relations
Incurred 234,581 71,060
Stock-based compensation (4,947) 18,024
1,124,293 714,407
Interest and other income (90,409) (103,380)
Loss and comprehensive loss for the period 1,033,884 611,027
Deficit, beginning of period 12,434,760 8,118,718
Deficit, end of period $ 13,468,644 8,729,745
Loss per share - basic and diluted $ 0.04 0.03
Weighted average number of shares outstanding 28,161,258 23,099,190

SEE ACCOMPANYING NOTES



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Consolidated Statements of Cash Flows
Three months ended June 30, 2008 and 2007
(Unaudited - Prepared by Management) Expressed in Canadian Dollars

2008 2007

Cash provided by (used in):

Operations:
Loss and comprehensive loss for the period $  (1,033,884) $ (611,027)
Items not involving cash:
Amortization 14,737 2,229
Stock-based compensation 218,967 275,501

Write-off of interest in resource properties - -
Changes in non-cash working capital:

Receivables 127,587 (7,157)
Prepaid expenses and deposits (284,128) 16,960
Accounts payable and accrued liabilities (72,418) (159,953)
(1,029,139) (483,447)
Investing:
Short-term investments (5,000,000) -
Purchase of furniture, equipment and leasehold
improvements (301,112) (7,448)
Acquisition of interest in resource properties - (91,205)
Deferred exploration (3,362,497) (3,538,633)
(8,663,609) (3,637,286)
Financing:

Shares issued for cash, net of share issue costs 2,166,700 616,510
Increase in cash and cash equivalents (7,526,048) (3,504,223)
Cash and cash equivalents, beginning of period 15,241,053 14,156,515
Cash and cash equivalents, end of period $ 7,715,005 $ 10,652,292

Supplemental disclosure of cash flow information:
Cash paid for:
Interest $ - $ -
Income taxes - -
Non-cash investing and financing activities:
Reclassification of contributed surplus on exercise
of options and brokers’ warrants (note 6(f)) 344,279 27,763

SEE ACCOMPANYING NOTES



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 1

Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars

1. Nature of operations

The Company was incorporated on September 23, 1999 under the laws of British Columbia. The Company is in the
exploration stage and its principal business activity is the sourcing and exploration of resource properties. The
Company has interest in resource properties located in the Republic of Ghana.

The recoverability of amounts shown for resource properties and related deferred exploration costs is dependent
upon the discovery of economically recoverable reserves, continuation of the Company's interest in the underlying
resource claims, the ability of the Company to obtain necessary financing to complete their development and upon
future profitable production or proceeds from the disposition thereof.

2. Significant accounting policies

The consolidated financial statements of the Company have been prepared in accordance with Canadian generally
accepted accounting principles. The preparation of financial statements in conformity with Canadian generally
accepted accounting principles requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Actual results could differ from those estimates. The
consolidated financial statements have, in management’s opinion, been properly prepared using careful judgment
within the framework of the significant accounting policies summarized below.

@) Basis of consolidation

The consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries, Quicksilver Ventures (Nevada), Inc. and Keegan Resources Ghana Limited. All significant
intercompany amounts and transactions have been eliminated on consolidation.

(b) Change in accounting policies

Effective April 1, 2007, the Company adopted the provisions of the following new Canadian Institute of
Chartered Accountants (“CICA") accounting standards:

i.  Comprehensive Income (Section 1530)

This section describes standards for reporting and disclosing comprehensive income, its components
and related changes in equity. Comprehensive income includes net income as well as changes in
equity during a period from transactions and events from non-owner sources, such as unrealized
gains or losses on available-for-sale financial instruments. Adopting this standard had no impact on
the Company’s consolidated financial statements for the three months ended June 30, 2008.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 2
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management)

Expressed in Canadian Dollars

2.

Significant accounting policies (continued)

(b)

Change in accounting policies (continued)

Financial Instruments — Recognition and Measurement (Section 3855)

e Held-for-trading financial instruments are measured at fair value. All gains and losses resulting
from changes in their fair value are included in net earnings (loss) in the period in which they
arise.

e Held-to-maturity investments, loans and receivables, and other financial liabilities are initially
measured at fair value and subsequently measured at amortized cost. Amortization of premiums
or discounts and transaction costs are amortized into net earnings (loss), using the effective
interest method.

e Available-for-sale financial assets are measured at fair value, with unrealized gains and losses
recorded in other comprehensive income until the asset is realized, at which time they will be
recorded in net earnings (loss). Other than temporary impairments on available-for-sale financial
assets are recorded in net earnings (loss).

Financial Instruments — Disclosure and Presentation (Section 3861)

CICA Section 3861 sets out standards which address the presentation of financial instruments and
non-financial derivates, and identifies the related information that should be disclosed. These
standards also revise the requirements for entities to provide accounting policy disclosures, including
disclosure of the criteria for designating as held-for-trading those financial assets or liabilities that are
not required to be classified as held-for-trading; whether categories of normal purchases and sales of
financial assets are accounted for at trade date or settlement date; the accounting policy for
transaction costs on financial assets and financial liabilities classified as other than held-for-trading;
and provides several new requirements for disclosure about fair value.

The Company has chosen to recognize all transaction costs in operations on all financial instruments
that have been designated as other than held for trading in accordance with S3855.57(a).

Hedging (Section 3865)

CICA Section 3865 specifies the circumstances under which hedge accounting is permissible and how
hedge accounting may be performed. The Company currently does not hold any financial instruments
designated for hedge accounting.

Accounting Changes (Section 1506)

Section 1506 revised the standards on changes in accounting policy, estimates or errors to require a
change in accounting policy to be applied retrospectively (unless doing so is impracticable or is
specified otherwise by an new accounting standard), changes in estimates to be recorded
prospectively, and prior period errors to be corrected retrospectively. Voluntary changes in accounting
policy are allowed only when they result in financial statements that provide reliable and more relevant
information. In addition, these revised standards call for enhanced disclosures about the effects of
changes in accounting policies, estimates and errors on the financial statements. The impact of this
new standard cannot be determined until such time as the Company makes a change in accounting
policy, other than the changes resulting from the implementation of the new CICA Handbook
standards discussed in this note.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 3
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars
2. Significant accounting policies (continued)
(b) Change in accounting policies (continued)

(©

(d)

(e)

vi. Accounting Policy for Transaction Costs, EIC-166:

On June 1, 2007, the Emerging Issues Committee of the CICA issued abstract No. 166, Accounting
Policy Choice for Transaction Costs (“EIC-166"). This EIC addresses the accounting policy choice of
expensing or adding transaction costs related to the acquisition of financial liabilities that are classified
as other than held-for-trading to its initial carrying cost measured upon the adoption of CICA
Handbook Section 3855, Financial Instruments — Recognition and Measurement (“Section 3855").
Specifically, it requires that the same accounting policy choice be applied to all similar financial
instruments classified as other than held-for-trading, but permits a different policy choice for financial
instruments that are not similar. The Company has adopted EIC-166 effective for the year ended
March 31, 2008. The Company has chosen to recognize all transaction costs in operations on all
financial instruments that have been designated as other than held for trading. The adoption of this
policy had no material effect on the Company’s financial statements.

Cash and cash equivalents

Cash and cash equivalents consist of cash and redeemable short-term deposits. The Company places its
cash with institutions of high-credit worthiness.

Short-term investments

Short-term investments are marketable securities that will be realized beyond three months. Short-term
investments are recorded at lower of cost and market.

Furniture, equipment and leasehold improvements
Furniture, equipment and leasehold improvements are carried at cost less accumulated amortization.

Amortization is determined at rates which will reduce original cost to estimated residual value over the
useful life of each asset. The annual rates used to compute amortization are as follows:

Asset Basis Rate
Furniture and equipment declining balance 20%
Computers declining balance 30%
Leasehold improvements straight-line term of lease

Amortization is recorded at half the annual rate in the year of acquisition.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 4

Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars

2.

Significant accounting policies (continued)

®

)

Resource properties and deferred exploration costs

The Company accounts for resource property costs in accordance with the Canadian Institute of Chartered
Accountants Handbook Section 3061, “Property, plant and equipment” (“CICA 3061"), and abstract EIC-126,
“Accounting by Mining Enterprises for Exploration Costs” (“EIC-126") of the Emerging Issues Committee.
CICA 3061 provides for the capitalization of the acquisition and exploration costs of a resource property
where such costs are considered to have the characteristics of property, plant and equipment. EIC-126
provides that a mining enterprise is not precluded from considering exploration costs to have the
characteristics of property, plant and equipment when it has not established resource reserves objectively
and therefore does not have a basis for preparing a projection of the estimated future net cash flow from the
property.

The fair value of resource properties acquired in exchange for the issuance of the Company’s shares is
determined by the trading price of the Company’s shares on the date of the shares were issued.

Resource property costs include initial acquisition costs and related option payments, which are recorded
when paid. Exploration and development costs are capitalized until properties are brought into production,
when costs are amortized on a unit-of-production basis over economically recoverable reserves. Option
payments are credited against resource property costs when received. No gain or loss on disposition of a
partial interest is recorded until all carrying costs of the interest have been offset by proceeds of sale or
option payments received.

CICA 3061 also provides that property, plant and equipment be written down when the long-term expectation
is that the net carrying amount will not be recovered. EIC-126 states that a mining enterprise which has not
objectively established resource reserves and therefore does not have a basis for preparing a projection of
the estimated future cash flow from a property is not obliged to conclude that the capitalized costs have
been impaired. However, EIC-126 references certain conditions that should be considered in determining
subsequent write-downs, such as changes or abandonment of a work program or poor exploration results,
and management reviews such conditions to determine whether a write-down of capitalized costs is
required. When the carrying value of a property exceeds its net recoverable amount, provision is made for
the impairment in value.

Accounting standards subsequently issued by the CICA dealing with Intangible Assets (CICA 1581 and
CICA 3062) include reference to “Use rights such as drilling, water, air, mineral, timber cutting, and route
authorities” as examples of intangible assets. CICA 3062 also states, inter alia, that intangible assets should
be amortized over their useful life and tested for impairment. Management has reviewed this potential
reporting conflict with the previously issued standards and is of the opinion that it is appropriately accounting
for its resource properties as having the characteristics of property, plant and equipment.

Asset retirement obligations

The fair value of a liability for an asset retirement obligation, such as site reclamation costs, is recognized
in the period in which it is incurred if a reasonable estimate of fair value can be made. The Company is
required to record the estimated present value of future cash flows associated with site reclamation as a
liability when the liability is incurred and increase the carrying value of the related assets for that amount.
The obligations recognized are statutory, contractual or legal obligations. The liability is accreted over time
for changes in the fair value of the liability through charges to accretion, which is included in depletion,
amortization and accretion expense. The costs capitalized to the related assets are amortized in a manner
consistent with the depletion and asset retirement obligations. Accordingly, adoption of HB 3110 had no
impact on the consolidated financial statements.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 5
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars
2. Significant accounting policies (continued)
(h) Foreign currency translation

@)

@

The Company’s functional currency is the Canadian dollar. Foreign denominated monetary assets and
liabilities are translated to their Canadian dollar equivalents using foreign exchange rates which prevailed
at the balance sheet date. Non-monetary items are translated at exchange rates prevailing when the
assets were acquired or the obligations incurred. Foreign currency denominated revenue and expense
items are translated at exchange rates prevailing at the transaction date. Exchange gains or losses arising
on foreign currency translation were charged to the Statement of Operations during the period.

Loss per share

The Company uses the “Treasury Stock Method” to calculate loss per share. Under this method basic loss
per share is based on the weighted average aggregate number of common and non-voting shares
outstanding during each period. The diluted earnings per share assumes that the outstanding stock
options and share purchase warrants had been exercised at the beginning of the period.

For the three months ended June 30, 2008 and 2007, common equivalent shares (consisting of shares
issuable on exercise of stock options and warrants) were not included in the computation of diluted loss per
share because the effect was anti-dilutive.

Stock-based compensation

The Company has a stock-based compensation plan which is described in note 6(c). The Company
accounts for all stock-based payments and awards under the fair value based method.

Under the fair value based method, stock-based payments to non-employees are measured at the fair
value of the consideration received, or the fair value of the equity instruments issued, or liabilities incurred,
whichever is more reliably measurable. The fair value of stock-based payments to non-employees is
periodically re-measured until counterparty performance is complete, and any change therein is recognized
over the vesting period of the award and in the same manner as if the Company had paid cash instead of
paying with or using equity instruments. The cost of stock-based payments to non-employees that are fully
vested and non-forfeitable at the grant date is measured and recognized at that date.

Compensation cost attributable to awards to employees is measured at fair value at the grant date and
recognized over the vesting period. Compensation cost attributable to awards to employees that call for
settlement in cash or other assets is measured at intrinsic value and recognized over the vesting period.
Changes in intrinsic value between the grant date and the measurement date result in a change in the
measure of compensation cost. Compensation cost is generally recognized on a straight-line basis over
the vesting period.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)

Notes to Consolidated Financial Statements, page 6
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management)

Expressed in Canadian Dollars

2.

Significant accounting policies (continued)

o

Adoption of New Accounting Standards

The Company has adopted the following new CICA accounting standards effective April 1, 2008.

Sections 3862 and 3863

The CICA has issued new accounting standards Section 3862, “Financial Instruments — Disclosures”
and Section 3863, “Financial Instruments — Presentation” which replace Section 3861 “Financial
Instruments—Disclosure and Presentation”. The new disclosure standard increases the emphasis on the
risks associated with both recognized and unrecognized financial instruments and how those risks are
managed. The Company'’s financial instruments are presented in Note 10.

The initial adoption of Sections 3862 and 3863 had no impact on the Company’s consolidated results of
financial position.

Section 1535

Effective April 1, 2008, the Company adopted new accounting standard Section 1535, “Capital
Disclosures”, which requires companies to disclose their objectives, policies and processes for
managing capital. In addition, disclosures are to include whether companies have complied with
externally imposed capital requirements and, if not in compliance, the consequences of such non-
compliance. Disclosure for Section 1535 is provided in Note 11.

International Financial Reporting Standards ("IFRS") In 2006, the Canadian Accounting Standards
Board ("AcSB") published a new strategic plan that will significantly affect financial reporting
requirements for Canadian companies. The AcSB strategic plan outlines the convergence of Canadian
GAAP with IFRS over an expected five year transitional period. In February 2008 the AcSB announced
that 2011 is the changeover date for publicly-listed companies to use IFRS, replacing Canada's own
GAAP. The date is for interim and annual financial statements relating to fiscal years beginning on or
after April 1, 2011. The transition date of April 1, 2011 will require the restatement for comparative
purposes of amounts reported by the Company for the year ended March 31, 2011. While the Company
has begun assessing the adoption of IFRS for fiscal year 2012, the financial reporting impact of the
transition to IFRS cannot be reasonably estimated at this time.

Cash and cash equivalents and short-term investments

June 30, March 31,

2008 2007

Cash $ 4,644,491 $ 7,241,552
Banker’'s Acceptance Notes 3,070,514 7,999,501
Cash and cash equivalents $ 7,715,005 $ 15,241,053

The Banker’s Acceptance Notes mature on August 25, 2008 and bear interest at 2.97% per annum.

As at June 30, 2008, the Company’s short-term investments consist of $5,000,000 (March 31, 2007 - $nil) in

Guaranteed Investment Certificates which mature May 28, 2009 and bear interest at 3.15% per annum.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)
Notes to Consolidated Financial Statements, page 7
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars

4. Furniture, equipment and leasehold improvements

Accumulated Net book

June 30, 2008 Cost amortization value
Furniture and equipment $ 126,885 $ 32,548 $ 94,337
Computers 59,303 19,605 39,698
Motor vehicles 281,771 7,000 274,771
Leasehold improvements 6,570 4,106 2,464
$ 474,529 $ 63,259 $ 411,270

Accumulated Net book

March 31, 2008 Cost amortization value
Furniture and equipment $ 110,921 $ 27,945 $ 82,976
Computers 55,927 16,745 39,182
Leasehold improvements 6,570 3,833 2,737
$ 173,418 $ 48,523 $ 124,895

5. Resource properties

Title to resource properties involves certain inherent risks due to the difficulties of determining the validity of certain
claims as well as the potential for problems arising from the frequent ambiguous conveyancing history characteristic
of many resource properties. The Company has investigated title to all of its resource properties and, to the best of
its knowledge, title to all of its properties are in good standing. However, this should not be construed as a
guarantee to title. The concessions may be subject to prior claims, agreements or transfer and rights of ownership
may be affected by undetected defects.

(@) Esaase Gold Property

The Company entered into an option agreement dated May 3, 2006 with Sammetro Co. Ltd. (“Sammetro”)
to purchase a 100% interest in the Esaase gold property in southwest Ghana, subject to the underlying
10% interest, 3% net smelter return (“NSR”) royalty of the Ghanaian government in all mining projects in
Ghana, and a 0.5% NSR owed to the Bonte Liquidation Committee. The agreement is subject to the
following terms:

i) Cash payments:

-US$100,000 to the bank from which Sammetro borrowed funds by May 17, 2006 (paid);

-US$100,000 to Sammetro by June 30, 2006, which payment Sammetro will deliver to the Esaase
Liquidation Committee (the “Committee”) (paid);

-US$100,000 to the Committee by December 30, 2006 (paid);

-US$40,000 to Sammetro on May 3, 2007 (obligation renegotiated, see below);

-US$100,000 to the Committee by June 30, 2007 (paid);

-US$100,000 to the Committee by December 30, 2007 (paid);

-US$50,000 to Sammetro on May 3, 2010 and every year thereafter until production (obligation
renegotiated, see below);

-US$200,000 to the Committee on production (paid in advance); and

-US$100,000 to Sammetro on production (obligation renegotiated, see below).
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(An Exploration Stage Company)
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(Unaudited — Prepared by Management) Expressed in Canadian Dollars
5. Resource properties (continued)
@) Esaase Gold Property (continued)
i) Issuance of 780,000 common shares of the Company to Sammetro over a three year period:

-40,000 common shares of the Company to Sammetro upon TSX Venture Exchange
(“Exchange”) approval (issued);

-120,000 common shares of the Company to Sammetro on May 3, 2007 (obligation renegotiated,
see below);

-240,000 common shares of the Company to Sammetro on May 3, 2008 (obligation renegotiated,
see below);

; and

-380,000 common shares of the Company to Sammetro on May 3, 2009 (obligation renegotiated,
see below).

iii) Work exploration expenditures of US$2,250,000 over a three year period:

-$500,000 by May 3, 2007 (incurred);

-$750,000 by May 3, 2008 (obligation renegotiated, see below);
;and

-$1,000,000 by May 3, 2009 (obligation renegotiated, see below);.

The Company entered into a finder's fee agreement dated June 5, 2006, whereby the Company paid
US$10,000 and issued 4,000 common shares as finder's fees with respect to this acquisition.

During the year ended March 31, 2008, after having already issued the cash and share payments as
detailed in 5(a) i) and 5(a) ii) and completing the full work expenditure indicated in 5(a) iii), the Company
renegotiated the option agreement so that all further cash and share payments as indicated in 5(a) i), 5(a)
ii) and 5(a) iii) are no longer owed. In lieu of these payments, the Company paid $850,000 to a creditor of
Sammetro and issued 40,000 additional common shares to Sammetro. The Company has been granted
the full Esaase Mining Lease by the Minerals Commission and Minister of Mines, Lands and Forestry with
no further obligation to any party aside from the NSR and government commitments. During the year, the
Company paid US$85,000 and issued 4,000 common shares of the Company as finder’s fees with respect
to the renegotiation of the option agreement.

During the year ended March 31, 2008, the Company purchased 100% private ownership of the Jeni
Concession mining lease and exploration rights. The Jeni Concession lies directly to the southwest and
contiguous to the Esaase Gold property. In consideration for the acquisition of the mining lease, Keegan
paid US$50,000 to the Bonte Liquidation Committee and US$50,000 to the Minerals Commission of Ghana
for the title transfer. The Ghanaian government retains a standard 10% carried interest and 3% NSR and
the Bonte Liguidation Committee retains a 0.5% NSR.
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5. Resource properties (continued)
(b) Asumura Gold Project

The Company entered into an option agreement with GTE Ventures Limited (“GTE") dated February 18,
2005 and subsequently amended, whereby the Company may acquire 100% of the Asumura
Reconnaissance Concession (“Asumura property”) located in the Republic of Ghana, West Africa, under
the following terms:

i) payment of US$100,000 to GTE as follows:

-US$10,000 upon signing the agreement (paid); and
-US$30,000 on or before October 8, 2006 (paid through the issuance of 16,775 shares).
-US$60,000 on or before October 8, 2007 (paid through the issuance of 20,087 shares).

i) issuance of common shares of the Company with a value of US$100,000 to GTE as follows:

-common shares with a value of US$10,000 upon regulatory approval (issued 13,899 shares);

-common shares with a value of US$30,000 based on the 10 day average closing price prior to
issuance on or before October 8, 2006 (issued 16,775 shares); and

-common shares with a value of US$60,000 based on the 10 day average closing price prior to
issuance on or before October 8, 2007 (issued 20,088 shares).

iii) completion of US$1,000,000 of exploration work on the Asumura property as follows:

-US$80,000 on or before July 31, 2005, (incurred);
-an additional US$400,000 on or before July 31, 2006 (incurred); and
-an additional US$520,000 on or before July 31, 2007 (incurred).

The Company has met all the above commitments and now has an undivided 100% private interest in the
Asumura property subject to a 3.5% NSR royalty, 50% of which may be purchased for US$2,000,000. If the
property is converted to a Mining License, it may become subject to a 3-6% NSR (3% is the standard
amount) and 10% ownership by the Ghanaian government. 11,270 shares were issued to Hunter Dickinson
Inc. (“HDI") as finder's fees with respect to the original option agreement.

During the year ended March 31, 2008, the Company acquired an option to purchase the remaining 50% of
the GTE NSR royalty for an additional US$4,000,000.

The Company entered into an option agreement dated March 27, 2008 with Mt. Olives Goldfields, Ltd. (“Mt.
Olives”) to earn a 100% ownership of the Mt. Olives Reconnaissance Concession located in Ghana. Under
the option agreement, the Company is required to pay US$70,000 upon signing of the agreement and
US$300,000 over a four year period. In addition, the Company will pay US$80,000 when the full interest is
earned and title to the property is transferred in the Company’s name. The Company must expend
US$500,000 in work commitments over a four year period. The Company also has the right to accelerate
both cash and work expenditures to earn a full interest in the property at any time.



KEEGAN RESOURCES INC.

(An Exploration Stage Company)
Notes to Consolidated Financial Statements, page 10
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars
5. Resource properties (continued)
(c) Regent Gold Silver Project

(d)

Pursuant to an agreement dated March 4, 2005, between the Company and Jerry Baughman and Fabiola
Baughman (“Optionors”), the Company may acquire 100% of the Regent Gold Silver Project (“Regent
property”) located in Mineral County, Nevada, on the following terms:

i)  payment of US$305,000 as follows:

- US$45,000 upon signing the agreement (paid);
- US$35,000 on June 15, 2005 (paid);
- US$45,000 on June 15, 2006 (paid);

i) issuance of a total of 500,000 common shares of the Company to the Optionors as follows:

- 100,000 common shares upon obtaining regulatory approval (issued);
- 50,000 common shares on June 15, 2005 (issued);
- 50,000 common shares on June 15, 2006 (issued);

iii) completion of US$3,000,000 of exploration work on the Regent property as follows:
- US$250,000 prior to March 4, 2006 (incurred);

After meeting the above commitments, the Company will have an undivided 100% interest in the property
subject to a 2.5% NSR royalty, 60% of which may be purchased for US$3,000,000. 35,890 shares were
issued to HDI as finder’s fees with respect to the Regent property.

During the year ended March 31, 2007, the Company decided not to pursue its option agreement on the
Regent Gold Silver Project and as a result, $729,327 in acquisition and deferred exploration expenditures
were written-off and the Company is no longer obligated to issue shares nor incur further exploration costs
on the Regent property as detailed in the terms of the option agreement.

Black Velvet Gold Project

The Company entered into an option agreement dated December 7, 2005 and subsequently amended,
with Gerald Baughman and Fabiola Baughman (the “Optionors”) whereby the Company may acquire 100%
interest in the Black Velvet Gold Project in Pershing County, Nevada.

Under the terms of the agreement, the Company has the option to deliver cash payments of US$150,000
and 150,000 common shares of the Company to the Optionors over a period of four years as follows:

i) cash payment of US$2,500 upon execution of the agreement (paid);

i) issuance of 10,000 common shares upon Exchange approval (issued);
20,000 common shares on July 31, 2006 (issued);

During the year ended March 31, 2007, the Company decided not to pursue its option agreement on the
Black Velvet gold project and as a result, $55,367 in acquisition and deferred exploration expenditures
were written-off and the Company is no longer obligated to issue shares nor incur further exploration costs
on the Black Velvet property as detailed in the terms of the option agreement.
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6. Share capital
@) Authorized

Unlimited common shares without par value; and
100,000,000 preferred shares without par value

(b) Issued and outstanding common shares
Number of shares Amount
Balance, March 31, 2007 22,808,178 $ 25,459,176
Issued on acquisition of resource properties
- at $3.65 40,000 146,000
- at $3.09 4,000 12,360
Issued for cash:
Pursuant to a private placement
- at $4.10 3,300,000 13,530,000
Pursuant to the exercise of warrants
- at $1.00 505,250 505,250
-at $2.40 535,220 1,284,528
- at $3.25 75,000 243,750
Pursuant to the exercise of options
- at $0.92 200,000 184,000
Share issuance costs - (1,171,911)
Transferred from contributed surplus for the exercise
of options and warrants - 296,181
Balance, March 31, 2008 27,467,648 40,489,334
Issued for cash:
Pursuant to the exercise of warrants
- at $2.40 768,000 1,966,450
-at $3.25 5,000 16,250
Pursuant to the exercise of options
- at $0.92 200,000 184,000
Transferred from contributed surplus for the exercise
of options and warrants - 344,279
Balance, June 30, 2008 28,440,648 $ 43,000,313

During the three months ended June 30, 2008, an aggregate of 773,000 common shares were issued for
gross proceeds of $1,982,700 on exercise of warrants and broker's warrants. In addition, a reclassification
of $228,575 from contributed surplus to share capital was recorded on the exercise of broker's warrants.

During the three months ended June 30, 2008, 200,000 common shares were issued for gross proceeds of
$184,000 on exercise of options. In addition, a reclassification of $115,704 from contributed surplus to

share capital was recorded on the exercise of these options.

During the year ended March 31, 2008, the Company issued 40,000 shares with a fair value of $3.65 per
share and 4,000 shares with a fair value of $3.09 per share pursuant to the Esaase property option
agreement (note 5(a)). The shares issued on acquisition of resources properties fair value was determined
by the trading price of the Company’s shares on the date they were issued.
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6.

Share capital (continued)

(b)

©

Issued and outstanding common shares (continued)

During the year ended March 31, 2008, the Company completed a brokered private placement of
3,300,000 units of the Company at a price of $4.10 per unit for total gross proceeds of $13,530,000,
pursuant to a letter of engagement with a syndicate of underwriters. Each unit consisted of one common
share and one-half of one transferable common share purchase warrant of the Company. Each whole
share purchase warrant shall be exercisable into one common share of the Company at a price of $5.25
per share for a period of 18 months expiring May 27, 2009. These warrants are subject to an acceleration
clause, see note 6(d). The underwriters received a cash commission of $676,500 plus 330,000 broker
warrants exercisable at a price of $4.25 per broker warrant for a period of 18 months expiring May 27,
2009.

During the year ended March 31, 2008, an aggregate of 1,115,470 common shares were issued for gross
proceeds of $2,033,528 on exercise of warrants and broker's warrants. In addition, a reclassification of
$180,477 from contributed surplus to share capital was recorded on the exercise of broker’s warrants.

During the year ended March 31, 2008, 200,000 common shares were issued for gross proceeds of
$184,000 on exercise of options. In addition, a reclassification of $115,704 from contributed surplus to
share capital was recorded on the exercise of these options.

Stock options

The Company maintains a fixed stock option plan that enables it to grant from time to time options to its
directors, officers, employees and other service providers. During the year ended March 31, 2007, the
Company amended its stock option plan increasing the number of shares reserved for issuance under the
plan to 2,774,683. On October 1, 2007, shareholders of the Company approved a further increase in the
number of shares reserved for issuance under the plan to 4,663,290. The options vest as to 25% on the
date of the grant and 12 % % every three months thereafter for a total vesting period of 18 months.

As summary of the status of options granted under the Company’s stock option plan for the year June 30,
2008 is presented below:

Number Weighted average

of shares Exercise price

Balance, March 31, 2007 2,702,315 $ 1.75
Granted 1,026,000 4.14
Exercised (200,000) 0.92
Balance, March 31, 2008 3,528,315 2.49
Exercised (200,000) 0.92

Balance, June 30, 2008 3,328,315 $ 2.59




KEEGAN RESOURCES INC.

(An Exploration Stage Company)
Notes to Consolidated Financial Statements, page 13
Three months ended June 30, 2008 and 2007

(Unaudited — Prepared by Management) Expressed in Canadian Dollars
6. Share capital (continued)
(c) Stock options (continued)

(d)

The following table summarizes the stock options outstanding and exercisable at June 30, 2008:

Number outstanding at Number exercisable at

Exercise price June 30, 2008 Expiry date June 30, 2008
$0.92 673,315 February 3, 2010 673,315
$1.16 220,000 November 22, 2010 220,000
$2.48 60,000 February 2, 2011 60,000
$2.44 1,230,000 November 10, 2011 1,230,000
$2.85 100,000 December 19, 2011 100,000
$3.38 19,000 March 7, 2012 16,625
$3.60 100,000 October 17, 2012 50,000
$4.20 926,000 February 5, 2013 347,250
3,328,315 2,697,190

During the three months ended June 30, 2008, under the fair-value-based method, $218,967 (2007 -
$275,501) in stock-based compensation expense was recorded in the statements of operations and deficit
and $130,753 (2007 - $67,089) was capitalized to resource properties for stock options granted to
directors, employees and consultants of the Company.

Warrants

The following warrants were outstanding at June 30, 2008. Each warrant entitles the holder to purchase
one common share of the Company as follows:

Number of Shares Exercise Price Expiry Date
3,058,750 ) $3.25 February 16, 2009
330,000 $4.25 May 27, 2009
1,650,000 @ $5.25 May 27, 2009

@ These warrants are subject to an acceleration clause whereby after 9 months from issuance of shares, if
the shares of the Company trade above $4 for a period of 20 consecutive trading days, the Company will
have the option to require the earlier exercise of the warrants within 30 days of formal notice from the
Company.

@ These warrants are subject to an acceleration clause whereby if the shares of the Company trade above
$6 for a period of 20 consecutive trading days, the Company will have the option to require the earlier
exercise of the warrants within 30 days of formal notice from the Company.
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6. Share capital (continued)
(d) Warrants (continued)

The continuity of share purchase warrants for June 30, 2008 is as follows:

Exercise March 31, June 30,
price Expiry date 2008 Issued Exercised Expired 2008

$ 2.40 May 16, 2007 630,500 - (623,000) (7,500) -
$ 3.25 February 16, 2009 3,208,750 - (150,000) - 3,058,750
$ 4.25 May 27, 2009 330,000 - - - 330,000
$ 5.25 May 27, 2009 1,650,000 - - - 1,650,000
5,819,250 - (773,000) (7,500) 5,038,750

The continuity of share purchase warrants for March 31, 2008 is as follows:

Exercise March 31, March 31,
price Expiry date 2007 Issued Exercised Expired 2008

$ 1.00 October 13, 2007 505,250 - (505,250) - -
$ 2.40 May 16, 2007 1,165,720 - (535,220) - 630,500
$ 3.25 February 16, 2009 3,283,750 - (75,000) - 3,208,750
$ 4.25 May 27, 2009 - 330,000 - - 330,000
$ 5.25 May 27, 2009 - 1,650,000 - - 1,650,000
4,954,720 1,980,000 (1,115,470) - 5,819,250

The estimated fair value of the brokers’ warrants of $nil (March 31, 2008 - $378,839) is included in share
issue costs and has been estimated using the Black-Scholes option valuation model with the following

weighted average assumptions:

June 30, 2008

March 31, 2008

Risk free interest rate -
Expected dividend yield -
Stock price volatility -
Expected life of warrants -

3.74%
0%
66.4%
1.5 years

The weighted average fair value of brokers’ warrants granted during the three months ended June 30,

2008 was $nil (March 31, 2008 - $1.15) per brokers’ warrant.

(e) Contributed surplus

June 30, 2008 March 31, 2008
Balance, beginning of period $ 6,238,410 $ 3,801,353
Stock-based compensation 349,720 2,354,399
Brokers’ warrants issued - 378,839

Transferred to share capital for the exercise

of options and brokers’ warrants (344,279) (296,181)

Balance, end of period $ 6,243,851 $ 6,238,410
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6. Share capital (continued)
) Shareholder rights plan

The directors of the Company approved the adoption of a shareholder rights plan (the “Rights Plan”). The
objective of the Board of Directors in adopting this Plan is to achieve full and fair value for the Company’s
shareholders in the event of an unsolicited take-over bid for the Company.

The rights become exercisable only when a person or party acquires or announces its intention to acquire
20% or more of the outstanding shares of the Company without complying with certain provisions of the
Rights Plan. Each right would entitle each holder of common shares (other than the acquiring person or
party) to purchase additional common shares of the Company at a 50% discount to the market price at the
time.

7. Related party transactions
Included in professional fees is $nil (2007 - $2,180) paid or accrued for legal fees to a company controlled by a
director of the Company and $23,950 (2007 - $3,000) for accounting fees to a company controlled by an officer of

the Company during the three months ended June 30, 2008.

Included in consulting fees, wages and benefits is $20,475 (2007 - $13,356) paid or accrued for consulting fees paid
to an officer of the Company during the three months ended June 30, 2008.

The Company has entered into a consulting agreement with a director and officer of the Company in the amount of
US$7,000 per month plus benefits. The fee was increased to US$12,000 per month effective November 1, 2007.

During the three months ended June 30, 2008, the Company paid consulting fees and benefits of $41,775 (2007 -
$28,398) under this agreement.

During the three months ended June 30, 2008, the Company paid or accrued $3,900 (2007 - $18,000) for geological
fees to a director of the Company. These costs have been included in resource properties.

During the three months ended June 30, 2008, the Company paid directors’ fees of $5,400 (2007 - $nil) to certain
directors of the Company.

These transactions were measured by the exchange amount, which is the amount agreed upon by the transacting
parties.

Included in accounts payable and accrued liabilities at June 30, 2008 is $40,800 (March 31, 2008 - $55,933) owing
to directors of the Company and a company controlled by a director and officer of the Company.

8. Commitments

The Company is committed to payments regarding agreements to lease its Vancouver office premises as follows:

2009 $ 38,661
2010 12,887
$ 51,548

The Company also has commitments as described in note 5 related to resource properties and exploration costs.
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9. Segmented information

Geographic Information

The Company operates in one reportable operating segment, being the exploration of resource properties.

Canada Ghana Total
June 30, 2008
Current assets $ 11,359,801 $ 1,710,744 $ 13,070,545
Furniture, equipment and leasehold
improvements 61,246 350,024 411,270
Resource properties - 22,597,819 22,597,819

$ 11,421,047 $ 24,658,587 $ 36,079,634

Canada Ghana Total
March 31, 2008

Current assets $ 13,875,724 $ 1,564,328 $ 15,440,052
Furniture, equipment and leasehold
improvements 55,817 69,078 124,895
Resource properties - 19,104,569 19,104,569

$ 13,931,541 $ 20,737,975 $ 34,669,516

10. Financial instruments

As at June 30, 2008, the Company’s financial instruments consist of cash and cash equivalents, short-term
investments, receivables, prepaid expenses and deposits and accounts payable and accrued liabilities. Unless
otherwise noted, it is management’s opinion that the Company is not exposed to significant credit, liquidity, or market
risks arising from these financial instruments. The fair value of these financial instruments approximates their carrying
value, unless otherwise noted.

The risk exposure is summarized as follows:
(@ Credit risk

The Company is not exposed to any significant credit risk on its financial assets. Cash and cash
equivalents consisting of Bankers Acceptance Notes (“BAs”) and Guaranteed Investment Certificates
(“GICs”) have been invested with reputable financial institutions, from which management believes the risk
of loss to be remote. As at June 30, 2008, the Company had no financial assets that were either past due
or impaired.

Credit risk reflects the risk that the Company may be unable to recover contractual receivables. The
Company does not have significant receivables and no one account represents a concentration of credit
risk. The Company employs established credit approval practices to mitigate this risk.
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10. Financial instruments (continued)
(b) Liquidity risk

(©)

The Company’s approach to managing liquidity is to ensure that it will have sufficient liquidity to settle
obligations and liabilities when due. As at June 30, 2008, the Company had in cash and cash equivalents a
balance of $12,715,005 to settle current liabilities of $304,114 which mainly consist of accounts payable
that are considered short term and settled within 30 days. To maintain the Company in good standing and
maintain its interests in its exploration properties, management estimates its capital requirements for 2008
to be approximately $8,000,000. This cost estimate does not include expenses related to the evaluation of
potential property acquisitions.

Market risk

Interest rate risk

The Company’s accounts payable and accrued liabilities are non-interest bearing. As at June 30,
2008, the Company’s interest bearing assets are cash and cash equivalents. The Company
maintains a minimum cash balance in its chequing account and transfers funds from its
investment account when the need arises. The Company’s investments are placed in BAs and
GICs which interest rates vary depending on the rates offered by the banks when the instruments
mature and are automatically renewed. For the three month period ended June 30, 2008, the
company recognized $88,576 in interest income from its interest bearing investments.

Foreign currency risk

The Company conducts part of its business in US dollars and Ghanaian Cedi and therefore is
affected by variations in exchange rates. The Company does not have foreign currency hedges in
place and does not actively manage this risk.

Price risk

The Company’s financial assets and liabilities are not exposed to price risk with respect to
commodity prices.

The Company has risk concentrations associated with its cash account and investments which
earn interest at prevailing interest rates. These rates fluctuate with changes in prevailing banking
interest rates.

During the period ended June 30, 2008, there were no changes to the Company'’s risk exposure or
to the Company’s policies for risk management.
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11.

Capital management

The Company manages its capital structure and makes adjustments to it, based on the funds available to the
Company in order to support the acquisition, exploration and development of mineral properties and to maintain the
Company in good standing with the various regulatory authorities. The Company has no debt and is not subject to
externally imposed capital requirements.

The properties in which the Company currently has an interest in are in the exploration stage, as such, the Company
does not recognize revenue from its exploration properties. The Company’'s historical sources of capital have
consisted of the sale of equity securities and interest income. In order for the Company to carry out planned
exploration and development and pay for administrative costs, the Company will spend its working capital and raise
additional amounts externally as needed.

The Company has policies and procedures in place for employee and officer expenditure authorization limits and
capital expenditure authorization. Capital expenditures of $100,000 or more require approval by the Board of
Directors. Management reviews its capital management approach on an ongoing basis and believes this approach,
given the size of the Company, is reasonable.

There were no changes in the Company’s management of capital during the three months ended June 30, 2008.
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