Chairman’s review

Fortunately the predictions a year ago
for an improved global financial
situation have been borne out and
capital markets have responded
favourably. In this present climate
therefore | am encouraged by the
response to date to our initiative,
through Toronto-based Haywood
Securities, to seek a merger or other
arrangement with a compatible TSX-
listed entity to enhance shareholder
value. Haywood Securities has a proven
track record in assisting emerging
growth companies in the resources and
other sectors looking for a means to
grow, consolidate and build value. It is
instructive to note that Haywoods has
approached its commission with the
view that “Atlantic Gold is only one of a
handful of companies in North America
with a gold asset that can be in
production within 18 months”. We
await conclusion of this initiative with
considerable optimism.

is optimism is underpinned to a
large degree by the excellent resource

delineation drill results received from the

Cochrane Hill Gold Project which
confirm our initial view that this
property is capable of delivering around
450,000 ounces of gold at prevailing
gold prices —e ectively a similar
production profile as that expected from
the Touquoy Gold Project.Certainly
considerably more drilling at Cochrane
Hill is required to establish a complete
inventory of Measured and Indicated
Resources — and | am convinced that
additional drilling in the Cochrane Hill

area will discover substantially more
ounces of gold — but results so far enable
a conceptual model of the combined
Touquoy and Cochrane Hill production
which indicates total production of over
900,000 ounces gold over a 10 year
mine life for operating cash costs of
about US$500/0z. e present model
contemplates relocation of the planned
2.0 Mtpa processing plant from Touquoy
to Cochrane Hill upon completion of
the Touquoy mine life.

At Touquoy | am pleased to report
that the Definitive Feasibility Study is
progressing well, with Perth-based Merit
Engineers engaged as the Client
Representative to complete the Study
and Ausenco Limited updating the
previously completed Engineering and
Cost Study for a 2.0 Mtpa processing
plant. Surface land titles at the site are
being progressively acquired with
considerable legal input demanded with
respect to a number of old titles.
Completion of the title acquisition
program will enable Industrial Approval
and Mining Lease applications to
proceed, at which time the Project will
be ready for financing and
commencement of site development.

I remain convinced of the substantial
exploration potential at Touquoy and
particularly in the Touquoy West area
where reconnaissance interface drilling
at year-end has highlighted the
prospective “Stillwater Argillite” as a
likely extension of the mine stratigraphy.
Assay results from a recently completed
first-pass diamond drilling program here
are awaited.

It is important that we acknowledge
and appreciate the substantial and
persistent encouragement for Atlantic
Gold’s development projects in Nova
Scotia received from senior provincial
government o cials and representatives,
who fully understand the economic
benefits that will accrue to rural Nova
Scotia from realisation of the Touquoy
and Cochrane Hill Gold Projects.

Once again, | would like to thank
our shareholders for their continued
support and patience and trust that you
share my feeling of positive anticipation
after the important progress made in
2009. No less than $7.5 million was
raised during 2009 by way of rights
issues, placements and a Share Purchase
Plan and this has enabled Atlantic Gold
to make substantial progress towards
developing the Touquoy and Cochrane
Hill Gold Projects.

I would also like to thank my fellow
directors and sta for their e orts this
past year, as well as the consultants and
advisors who continue to apply their
considerable expertise to enable the
successful development of our projects.
In particular I would like to thank Wally
Bucknell, our Executive Director, for his
achievements during 2009 to bring our
Nova Scotian projects ever closer to
production.

R J Hawkes, Chairman
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Review of projects

OF NOVA SCOTIA GOLD PROJECTS -

TOUQUOY AND COCHRANE HILL

With the benefit of excellent drill results during the year from Cochrane Hill a unified production plan for the Touquoy and Cochrane
Hill Gold Projects based on conceptual study level modelling was able to be developed. Total potential output from these two open

pits is now expected to exceed 900,000 ounces at current gold pricing.

is unified Touquoy/Cochrane Hill production scenario, which involves re-location of the planned Touquoy 2 Mtpa gravity/CIL
treatment plant to Cochrane Hill following completion of the Touquoy operation, presents a potential 90,000 ounces per annum
production plan over a minimum 10 year mine life (see Table 1). It takes no account of potential satellite reserves at Touquoy West.

Table 1: Conceptual Financial Model — 100% basis

(refer to ownership details following in Project descriptions)

Production
Initial mine life
Plant
roughput
Recovered grade
Waste to ore ratio
Initial capital to pour first gold(A$)
Operating cash cost (US$/0z)
Gold price used:
Optimisation (US$/0z2)
Revenues (US$/0z)
Net cash (pre-tax) (A$)
NPV ATV share @ 8% pre-tax (A$)
Project IRR
Exchange rate used (A$/US$)
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TOUQUOY

470,000 oz
5.6 years
2 Mtpa
11.3 Mt

1.4 g/t
2.6:1
$104M
$485

$875
$1000

0.86

COCHRANE HILL

450,000 oz
4.5 years
2 Mtpa
8.9 Mt

1.7 g/t
5.8:1

$520

$875
$1000

0.86

TOUQUOY +
COCHRANE HILL

920,000 oz
10.1 years
2 Mtpa
20.2 Mt
159/t

$104M
$500

$875
$1000
$340M
$98M

40%

0.86



ese conceptual production projections are underpinned by a Mineral Resource
inventory, estimated by independent resource estimation specialists Hellman &
Schofield Pty Ltd, at well over one million ounces of gold:

Table 2: Nova Scotia mineral resource inventory — 100% basis
(refer to ownership details following in Project descriptions)

RESOURCE GRADE CONTAINED GOLD
million tonnes glt ounces

Touquoy

Measured resource 2.8 15 130,000
Indicated resource 7.3 15 350,000
Inferred resource 1.6 15 77,000
Total Touquoy 11.7 15 557,000
Touquoy West

Indicated resource 0.9 1.9 54,000
Inferred resource 0.6 2.2 45,000
Total Touquoy West 15 2.0 99,000
Total Touquoy Project 13.2 1.5 656,000
Cochrane Hill

Indicated resource 45 1.8 251,000
Inferred resource 5.6 1.6 298,000
Total Cochrane Hill Project 10.1 1.7 549,000
TOTAL NOVA SCOTIA 23.3 1.6 1,205,000
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Location

The Touquoy Gold Project is located in
central Nova Scotia about 70 minutes

drive by sealed road from Halifax, the
Provincial capital. Halifax is a modern city
with a population of about 350,000. It
accommodates three universities and being
a major shipping port supports major
engineering and service infrastructure.
Halifax International Airport, servicing direct
flights to New York, London and Toronto, is
45 minutes from Touquoy.

Ownership

Atlantic Gold, through its wholly-owned
local subsidiary DDV Gold Limited, entered
into an option agreement in May 2003 with
the property owners, Moose River Resources
Inc (MRRI), a local private company.
Atlantic Gold now holds a 60% interest
the Touquoy Gold Project. Atlantic Gold
as operator and manager of the Project sole
funds to production and receives 100%

of cashflow until all outlay plus interest is
recouped. Thereafter Atlantic Gold receives
60% of profits. A third party holds 3%
royalty of which two-thirds can be purchased
for $2.5m. The financial considerations
above are net of royalty.

Upon Atlantic Golds’ securing financing

for project development its interest in the
so-called Exploration Block — defined by

77 mineral claims outside the 12-claim
Development Block which covers the known
resources — increases from 60% to 75%.

History

Gold was first discovered in Nova Scotia
in 1861 with a subsequent gold rush
which lasted till World War |. Production
began in 1877 at Moose River Gold Mines,
site of the Touquoy Project, the leading local
entrepreneur at that time being M. Damas
Touquoy. Production continued until about
1912 with numerous small underground
operations and open pits developed around
the central part of the project area. About
26,000 ounces of gold were reported to
have been recovered from 150,000 tonnes
of slate, quartz and overburden material.
Apart from a failed attempt to re-open
the underground operation in 1935-36
the site remained effectively dormant
from an exploration, development and
production perspective for the next 75
years.

// Nova Scotia Canada

Several exploration campaigns have been
conducted in the last 25 years. These
include:

» Seabright Exploration Inc. 1986-87: 143
diamond drill holes for 19,253 m were
drilled around the Higgins & Lawlor
deposit and eastwards towards Touquoy.
Seabright was taken over by Western
Mining Corporation in late 1987.

* Westminer Canada Limited (a subsidiary
of Western Mining Corporation) 1988-89:
129 diamond drill holes for 12,722 m
were drilled on the Touquoy zone and
vicinity. A 57,000 tonne bulk sample of
near-surface mineralisation at the western
end of the deposit was mined and
processed.

* Moose River Resources Inc. 1996: 38
diamond drill holes for 2,669 m and 37
percussion holes for 1,110 m were drilled.

* Aurogin Resources Ltd 2002: one
diamond core and five percussion
drillholes for 381 metres were completed
under agreement with Moose River
Resources Inc.

Geology

The Touquoy gold deposit is located in the
Meguma Group, a belt of sedimentary rocks
(Cambro-Ordovician turbidites) extending
about 400 km long by 80 km wide through
central and southwestern Nova Scotia.
Since the first gold discovery in 1861 about
sixty underground gold deposits within

the Meguma Group have been mined,

for a recorded aggregate production of
about 1.2 million ounces. The bulk of this
production was prior to World War 1. The
common geological setting of these many
gold deposits is along the crests of anticlinal
axes which were mapped over a century ago
as extending throughout the length of the
Meguma Group.

The Touquoy deposit is similarly located
on the crest of an anticlinal axis but

is fundamentally different from the
small underground quartz-vein hosted
deposits mined historically because the
gold mineralisation is disseminated
throughout the host sediments. The
very wide intersections of relatively even
grade gold mineralisation, some in excess
of 100 m, and the compact and shallow
disposition of the deposit present the
Touquoy deposit as a substantial, open-

pit, bulk mining proposition with a very
favourably low waste:ore ratio.
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The Touquoy Gold Deposit
presents many favourable
attributes:

Gold grain in arsenopyrite
(image 1 mm across)

Gold grains in fractures with chalcopyrite
(brown) in arsenopyrite (light grey) crossed by
quartz-filled fractures (dark grey)

(image 0.5 mm across)




Resource Estimate

e current resource estimate for the
Touquoy Gold Project, comprising the
Touquoy Gold Deposit and the smaller
Touquoy West deposits, stands at 13.2
million tonnes at 1.5 g/t for 656,000
contained ounces of gold (see Table 3).

ese estimates were made by
independent resource estimation
specialists Hellman & Schofield Pty Ltd.

ey are JORC-compliant and the
resource estimate for the Touquoy
deposit is (Canadian) National
Instrument 43-101 compliant.

Gold grain in quartz (mid-grey) attached
to aggregate of sphalerite (pale grey) near
arsenopyrite (white, at right)

(image 0.5 mm across)

Figure 1: Touquoy Resource Model: Accumulated recoverable gold in grams at 0.7 g/t cutoff grade

Northing (m)

B Drill Hole Collar

Easting (m)

Table 3: Touquoy Gold Project resource estimate

RESOURCE GRADE CONTAINED GOLD
million tonnes g/t ounces

Touquoy
Measured resource 2.8 15 130,000
Indicated resource 7.3 15 350,000
Inferred resource 1.6 15 77,000
Total Touquoy* 11.7 15 557,000
Touquoy West
Indicated resource 0.9 1.9 54,000
Inferred resource 0.6 2.2 45,000
Total Touquoy West? 15 2.0 99,000
Total Touquoy Project 13.2 1.5 656,000

Note 1:

Estimation technique: Multiple Indicator Kriging with block variance adjustment applied. Ore selectivity is assumed
to be 5 metres (north) by 5 metres (east) by 2.5 metres (elevation) via an open pit mining scenario.

Drillholes: 298 NQ diamond core holes for 27,200 m of which Atlantic Gold has drilled 129 holes for 10,480 m.
Variable spacing, averages 30 m x 20 m.

Assay methodology (all based on ¥> NQ core):

Atlantic Gold: Fire assay of pulverised whole-sample (32% of database), with all samples > 0.5 g/t or within ore-
grade intervals screen fire assayed (1825 samples or 6% of database).

Historic: Whole-sample fire assay of +100# gravity concentrate weight-averaged with fire assay of -100# fraction
(28% of database) adjusted in accordance with Atlantic Gold’s trial grade control study, fire assay of pulverised
split from crushed parent (28% of database) and screen fire assay (6% of database).

Bulk density: 2.80 g/cm?®. Based on 183 determinations.

Lower cut-off grade: 0.5 g/t, to maximum depth of 150 m.

Note 2:

Estimation technique: Multiple Indicator Kriging with block variance adjustment applied. Ore selectivity is assumed
to be 5 metres (north) by 2 metres (east) by 2.5 metres (elevation) via an open pit mining scenario.
Assay methodology (all based on 7> NQ core):

Fire assays on pulverised split from crushed parent from 116 diamond drill holes.

Bulk density: 2.80 glcm?.

Lower cut-off grade: 1.0 g/t.

Drillhole spacing: Variable, averages 30 m x 25 m.

Resource estimate based on historic drilling. No drilling conducted here by Atlantic Gold.

y

Atlantic Gold Annual Report 2009

5



Review of projects

6

// Nova Scotia Canada

“Atlantic is in a position to
benefit from the availability of
water, competitive labour
rates and power costs, a local
skilled workforce, no transport
or accommodation overhead,
good road access, the
proximity of the deposits to
port and urban infrastructure
in Halifax and a political
environment which
encourages development in an
area of high unemployment.
These are all competitive
advantages which many
industry peers with similar
project economics do not

have.”
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Development activity

By year-end development activity leading to production was proceeding on four fronts:

e Preparaton of Definitive Feasibility Study
« Acquisition of remaining surface land titles

« Completion of remaining permitting requirements
« Investigations as to securing project financing.

Definitive Feasibility Study (DFS)
Perth-based Ausenco Limited was
commissioned in Q4 2009 to update
the Engineering and Cost Study it
completed on the Touquoy Gold Project
in June 2007, with most of the same key
personnel being involved in the Study.

roughput is planned at 2.0 Mtpa
utilising the same gravity/CIL flowsheet
as previously. e Ausenco study is
nearing completion.

Merit Engineers Pty Ltd, also Perth-
based, is engaged as the Client’s
Representative to manage the Ausenco
Study and to complete and assemble the
DFS by compilation of the Ausenco
Study with previous studies and reports
from other relevant disciplines,
including metallurgy, geotechnical
studies, tailings management and
environment. e pit design, mine plan
and schedule is being updated and
revised by Australian Mine Design and
Development Pty Ltd (AMDAD).
Completion of this work is expected
during the June quarter 2010.

Acquisition of remaining

surface titles

Since the site of the Touquoy Gold
Project was one of the many pre-World
War | production centres within this
region of Nova Scotia, it is overlain by
several dozen residential titles dating
from that period, though almost all are
now vacant. Many of these have now
been purchased, others are held under
option to purchase, several with unclear
historic ownership are being cleared and
negotiations are in progress on the few
remaining.

In this respect dedicated legal
counsel from a prominent legal firm in
Halifax has been secured to undertake
title clearance, conveyancing and
associated tasks.

Completion of remaining
permitting requirements
Environmental Assessment Approval,
granted in February 2008 and currently
in place, represents the key and
dominant element of project permitting
in Nova Scotia. Applications for the
Mining Lease and for Industrial
Approval, adjuncts to the Environmental
Assessment Approval and bearing
minimal project risk, have previously
been submitted to the Nova Scotia
Departments of Natural Resources and
Environment respectively.  ese
applications, with modest enhancements
prepared for re-submission, are presently
in abeyance pending acquisition of
surface land titles, a pre-condition for
approval. Grant of the Mining Lease also
requires posting of a reclamation bond
in an amount yet to be determined.

























































































































































