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PART 1

ITEM 1. FINANCIAL STATEMENTS

Our unaudited consolidated financial statements for the six months ended June 30, 2005, as set forth below, are
included with this Quarterly Report on Form 10-QSB:
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from inception (September 25. 2003) to June 30. 2005

Notes to Consolidated Financial Statements F-4
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Lincoln Gold Corporation

(An Exploration Stage Company)
Consolidated Balance Sheet
(Expressed in U.S. dollars)

(Unaudited)
June 30,
2005
$

ASSETS
Current Assets

Cash 716,947
Total Current Assets 716,947
Property and Equipment (Note 4) 5,783
Total Assets 722,730
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities

Accounts payable 103,273

Accured liabilities 3,500

Due to related parties (Note 7) 10,326

Note payable (Note 8) 200,000
Total Liabilities 317,099
Commitments and Contingencies (Note 1 and 5)
Stockholders' Equity
Common Stock, 100,000,000 shares authorized, $0.001 par value

41,565,000 shares issued and outstanding 41,565
Additional Paid-in Capital 2,984,788
Deficit Accumulated During the Exploration Stage (2,620,722)
Total Stockholders' Equity 405,631
Total Liabilities and Stockholders' Equity 722,730

F-1
(The accompanying notes are an integral part of these consolidated financial statements)



Edgar Filing: LINCOLN GOLD CORP - Form 10QSB

Lincoln Gold Corporation

(An Exploration Stage Company)
Statements of Operations
(Expressed in U.S. dollars)
(Unaudited)

Revenue
Expenses

Advertising and investor
relations

Amortization

Filing and transfer fees

Foreign exchange

General and administrative

Management fees

Mineral property acquisition
and

exploration expenditures

Professional fees

Stock-based compensation

Travel

Total expenses
Net Loss Before Other Items
Other Income (Expense)
Interest income
Interest expense

Net Loss For the Period

Net Loss Per Share - Basic and
diluted

Weighted Average Shares
Outstanding

(The accompanying notes are an integral part of these consolidated financial statements)

From
September 25,
2003 For the six
(Date of Months
Inception) Ended
June 30,
to June 30, 2005 2005
$ $
579,963 297,085
472 472
12,632 9,081
2,129 454
53,343 38,270
52,515 48,015
601,860 327,225
91,771 41,566
1,037,663 -
36,780 18,337
2,469,128 780,505
(2,469,128) (780,505)
2,431 2,431
(32,673) (13,626)
(2,499,370) (791,700)
(0.02)
40,356,000
F-2

For the six
Months
Ended
June 30,
2004
$

256,775
1,344
(663)

816
1,000

38,145
25,790
1,214
324,421

(324,421)
(9,004)
(333,425)
(0.01)

23,517,000

For the three
Months
Ended
June 30,
2005
$

154,593
326
5,285
359
28,588
30,735

264,300
19,388
3,128
506,702
(506,702)
2,431
(7,450)

(511,721)
(0.01)

40,356,000

For the three
Months
Ended
June 30,
2004
$

256,775
1,344
(663)

477
1,000

28,268
19,811
1,214
308,226

(308,226)
(5,657)
(313,883)
(0.01)

35,633,000
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Lincoln Gold Corporation

(An Exploration Stage Company)
Statements of Cash Flows
(Expressed in U.S. dollars)

( Unaudited)

Cash Flows Used In Operating Activities
Net loss for the period
Adjustments to reconcile net loss to cash used in
operating activities:
Amortization
Stock-based compensation
Changes in operating assets and liabilities:
Account payable and accrued liabilities
Due to related parties
Net Cash Used in Operating Activities
Cash Flows Used in Investing Activities
Purchase of property and equipment
Net Cash Flows Used in Investing Activities
Cash Flows From Financing Activities
Cash aquired on acquisition of subsidiary
Proceeds from loans payable
Repayment of loan payable
Issuance of note payable
Proceeds from share subscriptions receivable
Proceeds from issuance of common stock

Net Cash Flows From Financing Activities

Increase in Cash

Cash - Beginning of Period

Cash - End of Period

From Sep 25,
2003
(Date of
Inception)
to June 30, 2005
$

(2,499,370)

472
1,037,663

4,403
8,236

(1,448,596)

(6,255)

(6,255)

68
50,180
(48,090)
200,000

1,969,640
2,171,798

716,947

716,947

For the six

For the six

Months Ended Months Ended

June 30, 2005
$

(791,700)
472

(6,492)
(63)

(797,783)

(6,255)

(6,255)

(48,090)

528,000
913,290

1,393,200

589,162

127,785

716,947

June 30, 2004
$

(333,425)

(16,850)

(350,275)

68

200,000
350,000
550,068

199,793

15,405

215,198
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Non-cash Investing and Financing Activities - - -

Supplemental Disclosures
Interest paid - - -
Income taxes paid - - -
F-3
(The accompanying notes are an integral part of these consolidated financial statements)
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

1. Exploration Stage Company

The Company was incorporated in the State of Nevada, USA, on February 17, 1999 under the name of Braden
Technologies Inc. Effective March 26, 2004, the Company acquired 100% of the issued and outstanding shares
of Lincoln Gold Corp., a private company incorporated in the State of Nevada, USA, on September 25, 2003.
On April 6, 2004, the Company and its subsidiary, Lincoln Gold Corp., merged to form Lincoln Gold
Corporation.

The Company is an Exploration Stage Company, as defined by Statement of Financial Accounting Standard
(“SFAS”) No. 7 “Accounting and Reporting by Development Stage Enterprises”. The Company’s principal business
is the acquisition and exploration of mineral resources. The Company has not presently determined whether its
properties contain mineral reserves that are economically recoverable.

These financial statements have been prepared on a going concern basis, which implies the Company will
continue to realize its assets and discharge its liabilities in the normal course of business. The Company has
never generated revenues since inception and has never paid any dividends and is unlikely to pay dividends or
generate earnings in the immediate or foreseeable future. The continuation of the Company as a going concern
is dependent upon the continued financial support from its shareholders, the ability of the Company to obtain
necessary equity financing to continue operations and to determine the existence, discovery and successful
exploitation of economically recoverable reserves in its resource properties, confirmation of the Company’s
interests in the underlying properties, and the attainment of profitable operations. As at June 30, 2005, the
Company has working capital of $399,848, and has accumulated losses of $2,620,722 since inception. These
financial statements do not include any adjustments to the recoverability and classification of recorded asset
amounts and classification of liabilities that might be necessary should the Company be unable to continue as a
going concern. These factors raise substantial doubt regarding the Company’s ability to continue as a going
concern.

2. Summary of Significant Accounting Policies

a)  Basis of Presentation
These financial statements and related notes are presented in accordance with accounting principles
generally accepted in the United States, and are expressed in U.S. dollars. The Company’s fiscal year- end
is December 31.

b)  Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from

those estimates.

¢) Basic and Diluted Net Income (Loss) Per Share
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The Company computes net income (loss) per share in accordance with SFAS No. 128 “Earnings per
Share”. SFAS No. 128 requires presentation of both basic and diluted earnings per share (EPS) on the
face of the income statement. Basic EPS is computed by dividing net income (loss) available to common
shareholders (numerator) by the weighted average number of shares outstanding (denominator) during the
period. Diluted EPS gives effect to all dilutive potential common shares outstanding during the period
using the treasury stock method and convertible preferred stock using the if-covered method. In
computing diluted EPS, the average stock price for the period is used in determining the number of shares
assumed to be purchased from the exercise of stock options or warrants. Diluted EPS excludes all dilutive
potential shares if their effect is anti dilutive.
F-4
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

d)

g)

h)

7

Comprehensive Loss

SFAS No. 130, “Reporting Comprehensive Income”, establishes standards for the reporting and display
of comprehensive loss and its components in the financial statements. As at June 30, 2005 and 2004, the
Company has no items that represent a comprehensive loss and, therefore, has not included a schedule of
comprehensive loss in the financial statements.

Cash and Cash Equivalents

The Company considers all highly liquid instruments with maturity of three months or less at the time of
issuance to be cash equivalents.

Property and Equipment

Property and equipment consists of office equipment and fixtures, computer software, and computer
hardware and is recorded at cost. Amortization is based on a straight line basis over the following periods:
Office equipment and fixtures — five years; computer software — two years; computer harware — three years.

Mineral Property Costs

The Company has been in the exploration stage since its formation on September 25, 2003 and has not yet
realized any revenues from its planned operations. It is primarily engaged in the acquisition and
exploration of mining properties. Mineral property acquisition and exploration costs are expensed as
incurred. When it has been determined that a mineral property can be economically developed as a result
of establishing proven and probable reserves, the costs incurred to develop such property, are capitalized.
Such costs will be amortized using the units-of-production method over the estimated life of the probable
reserve. If mineral properties are subsequently abandoned or impaired, any capitalized costs will be
charged to operations.

Financial Instruments

The fair values of cash, accounts payable, accrued liabilities and due to related parties approximate their
carrying values due to the immediate or short-term maturity of these financial instruments.

Income Taxes

Potential benefits of income tax losses are not recognized in the accounts until realization is more likely
that not. The Company has adopted SFAS No. 109 “Accounting for Income Taxes” as of its inception.
Pursuant to SFAS No. 109 the Company is required to compute tax asset benefits for net operating losses
carried forward. The potential benefits of net operating losses have not been recognized in these financial
statements because the Company cannot be assured it is more likely than not it will utilize the net
operating losses carried forward in future years.

Foreign Currency Translation

10
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The Company’s functional and reporting currency is the United States dollar. Foreign currency
transactions are primarily undertaken in Canadian dollars and are translated into United States dollars

using exchange rates at the date of the transaction. Monetary assets and liabilities denominated in foreign

currencies are remeasured at each balance sheet date at the exchange rate prevailing at the balance sheet

date. Foreign currency exchange gains and losses are charged to operations. The Company has not, to the

date of these financial statements, entered into derivative instruments to offset the impact of foreign

currency fluctuations.

F-5

11
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

k) Stock-based Compensation

The Company has elected to apply intrinsic value method of accounting in accordance with Accounting
Principles Board Opinion No. 25, “Accounting for Stock Issued to Employees” (APB 25). Under the
intrinsic value method of accounting, compensation expense is recognized if the exercise price of the
Company’s employee stock options is less than the market price of the underlying common stock on the
date of grant. Stock-based compensation for employees is recognized on the straight-line basis over the
vesting period of the individual options. Stock options granted to non-employees are accounted for under
Statement of Financial Accounting Standards No. 123 “Accounting for Stock-Based Compensation”
(SFAS 123), which establishes a fair value based method of accounting for stock based awards, and
recognizes compensation expense based on the fair value of the stock award or fair value of the goods and
services received, whichever is more reliably measurable. Under the provisions of SFAS 123, companies
that elect to account for stock-based awards in accordance with the provisions of APB 25 are required to
disclose pro forma net income (loss) that would have resulted from the use of the fair value based method
under SFAS 123.

D Recent Accounting Pronouncements

In December 2004, FASB issued SFAS No. 153 “Exchanges of Non-monetary assets — An amendment of
APB Opinion No. 29”. The guidance in APB Opinion No. 29, “Accounting for Non-monetary
Transactions”, is based on the principle that exchanges of non-monetary assets should be measured based
on the fair value of the assets exchanged. The guidance in that Opinion, however, included certain
exceptions to that principle. SFAS No. 153 amends Opinion No. 29 to eliminate the exception for
non-monetary exchanges of similar productive assets and replaces it with a general exception for
exchanges of non-monetary assets that do not have commercial substance. A non-monetary exchange has
commercial substance if the future cash flows of the entity are expected to change significantly as a result
of the exchange. The provisions of SFAS No. 153 are effective for non-monetary asset exchanges
occurring in fiscal periods beginning after June 15, 2005. Early application is permitted and companies
must apply the standard prospectively. The adoption of this standard is not expected to have a material
effect on the Company’s results of operations or financial position.

In December 2004, the FASB issued SFAS No. 123R, “Share Based Payment”. SFAS 123R is a revision
of SFAS No. 123 “Accounting for Stock-Based Compensation” and supersedes APB Opinion No. 25,
“Accounting for Stock Issued to Employees” and its related implementation guidance. SFAS 123R
establishes standards for the accounting for transactions in which an entity exchanges its equity
instruments for goods and services. It also addresses transactions in which an entity incurs liabilities in
exchange for goods and services that are based on the fair value of the entity’s equity instruments or that
may be settled by the issuance of those equity instruments. SFAS 123R focuses primarily on accounting
for transactions in which an entity obtains employee services in share-based payment transactions. SFAS
123R requires a public entity to measure the cost of employee services received in exchange for an award
of equity instruments based on grant-date fair value of the award (with limited exceptions). That cost will
be recognized over the period during which an employee is required to provide service in exchange for
the award — the requisite service period (usually the vesting period). SFAS 123R requires that the
compensation cost relating to share-based payment transactions be recognized in financial statements.

12
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That cost will be measured based on the fair value of the equity or liability instruments issued. Public
entities that file as small business issuers will be required to apply SFAS 123R in the first interim or
annual reporting period that begins after December 15, 2005. For non-public entities, SFAS 123R must be
applied as of the beginning of the first annual reporting period beginning after December 15, 2005. The
adoption of this standard is not expected to have a material effect on the Company’s results of operations
or financial position.

In March, 2005, the SEC staff issued Staff Accounting Bulletin No. 107 (“SAB 107”) to give guidance on
the implementation of SFAS 123R. The Company will consider SAB 107 during implementation of
SFAS 123R.

F-6
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

m)  Interim Financial Statements

These interim financial statements have been prepared on the same basis as the annual financial
statements and in the opinion of management, reflect all adjustments, which include only normal
recurring adjustments, necessary to present fairly the Company’s financial position, results of operations
and cash flows for the periods shown. The results of operations for such periods are not necessarily
indicative of the results expected for a full year or for any future period.

n) Reclassifications

Certain reclassifications have been made to the prior period’s financial statements to conform to the
current period’s presentation

3. Acquisition of Lincoln Gold Corp.

Effective March 26, 2004, Braden Technologies Inc acquired 100% of the issued and outstanding shares of
Lincoln Gold Corp. by issuing 24,000,000 common shares. Since the transaction resulted in the former
shareholders of Lincoln Gold Corp. owning the majority of the issued shares of Braden Technologies Inc., the
transaction, which is referred to as a “reverse acquisition”, has been treated for accounting purposes as an
acquisition by Lincoln Gold Corp. of the net assets and liabilities of Braden Technologies Inc. Under this
purchase method of accounting, the results of operations of Braden Technologies Inc. are included in these
consolidated financial statements from March 26, 2004. The comparative figures for the six months ended June
30, 2004 are those of Lincoln Gold Corp.

Braden Technologies Inc. had a net asset deficiency at the acquisition date, therefore, the 24,000,000 common
shares issued on acquisition were issued at a ascribed value of $Nil with the net asset deficiency of $102,302
charged to deficit. Lincoln Gold Corp is deemed to be the purchaser for accounting purposes. Accordingly, its
net assets are included in the consolidated balance sheet at their previously recorded amounts.

Effective March 26, 2004, Braden Technologies Inc. changed its name to Lincoln Gold Corporation.

The acquisition is summarized as follows:

Current Assets $ 68
Current Liabilities (102,370)
Net Asset (Deficiency) $ (102,302)

4. Property and Equipment

June 30, December 31,
2005 2004
Accumulted Net Carrying Net Carrying
Cost Amortization Value Value

14
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Office Equipment & Fixtures
Computer Hardware
Computer Software

$

2,707
2,203
1,345

6,255

F-7

$

131
61
280

472

$

2,576
2,142
1,065

5,783

15
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

5.

Mineral Property Interests

a)

b)

d)

Hannah Property

The Company has entered into an option agreement dated December 24, 2003
for the acquisition of a 100% interest in twenty-three unpatented lode claims in
Churchill County, Nevada. The option agreement calls for net smelter royalties
of 1% to 4% upon production and has a provision for termination for
non-compliance. Pursuant to the option agreement, the Company is required to
make option payments totaling $210,000 as follows:

i. $5,000 upon signing the agreement (paid)

il. $5,000 on January 10, 2005 (paid)

iii.  $10,000 on January 10, 2006

iv.  $15,000 on January 10, 2007

V. $25,000 on January 10t of each year from 2008 to 2012 ; and
vi.  $50,000 on January 10, 2013

Lincoln Flat Property

The Company has entered into an option agreement dated December 24, 2003
for the acquisition of a 100% interest in twelve mineral claims in Lyon and
Douglas Counties, Nevada. The option agreement calls for net smelter royalties
of 1% - 4% upon production and has a provision for termination for non-
compliance. Pursuant to the option agreement, the Company is required to make
option payments totaling $210,000 as follows:

i. $5,000 upon signing the agreement (paid)

il. $5,000 on January 10, 2005 (paid)

iii.  $10,000 on January 10, 2006

iv.  $15,000 on January 10, 2007

V. $25,000 on January 10t of each year from 2008 to 2012 ; and
vi.  $50,000 on January 10, 2013

JDS Property

The Company acquired, by staking a 100% interest in seventy-seven mineral
claims in Eureka County, Nevada.

Basin Property
The Company has entered into an option agreement dated February 12, 2004 for

the acquisition of a 100% interest in ten mineral claims in Nye County, Nevada.
The option agreement calls for net smelter royalties upon production and has a
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provision for termination for non-compliance. Pursuant to the option agreement,
the Company is required to make option payments totaling $94,200 as follows:

i. $3,200 upon signing the agreement (paid)
ii.  $1,000 by August 1, 2004 (paid)

iii.  $15,000 by March 1, 2006

iv.  $25,000 by March 1, 2007

V. $50,000 by March 1, 2008

In addition, the Company agreed to drill a minimum of six reverse circulation
holes on the claims by August 15, 2005, or make a cash payment of $10,000.

The Company has determined not to proceed with the drill program on the
Basin Property, as required to be completed by August 15, 2005, based on the
determination to prioritize exploration of the other Nevada mineral properties.
Accordingly, the Company’s interest in the Basin Property will lapse effective
August 15, 2005.

F-8
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

e) Buffalo Valley Property

By Letter Agreement dated July 9, 2004, the Company entered into a mining property lease agreement for
a term of 20 years. The Company paid $10,000 on signing, and is committed to pay advance royalties of
$20,000 in each of the first two years, $40,000 each in the third and fourth year, escalating to $80,000 per
year plus a cost of living increase in year eleven.

The agreement is subject to a net smelter return royalty ranging form 3% to 5%.
f)  Jenny Hill Property

By Letter Agreement dated September 28, 2004, the Company entered into a mining property lease
agreement comprising ninety-seven mineral claims in Mineral and Nye Counties, Nevada for a term of 7
years. The Company is committed to pay advance royalties totaling $1,500,000 over a seven year period,
and complete a work program on the property of $50,000, in the first year, and $100,000 every year
thereafter.

The agreement is subject to a net smelter return royalty of 2%.
6. Loans Payable

During the three months ended March 31, 2005, the Company repaid the loan payable of $46,000, which bore
interest at 5% per annum, was unsecured and was repayable on demand.

7. Related Party Transactions

a)  During the six months ended June 30, 2005, the Company paid management fees of $32,500 to an officer
of the Company and $15,515 to a company with a director related to the Company.

b) At June 30, 2005, the Company owed various directors, officers and a company with a director related to
the Company, $10,326 (December 31, 2004 - $12,479). These amounts are unsecured, non-interest
bearing and due on demand.

8. Note Payable

On January 28, 2004, the Company issued a $200,000 convertible note with 5,000,000 warrants to purchase
common stock of the Company at $0.04 per share which expire on January 28, 2006. The note carries an
interest rate of 10% compounded monthly and is due on January 28, 2006. The interest is payable annually with
the second year interest payment due with the principal amount. The holder can convert any portion of the debt
to common stock at the value of $0.04 per share until the maturity date. Warrants can be exercised at a
minimum of 1,000 shares per exercise at $0.04 per share until the expiration date.

9. Common Shares

18
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a) On December 20, 2004, the Company issued 2,300,000 units at $0.30 per unit for total cash proceeds of
$690,000. Each unit consisted of one common share and one share purchase warrant entitling the holder
to purchase one additional share at $0.40 for one year or at $0.50 per share for a second year.

During the three months ended March 31, 2005, the Company received the balance of the share
subscription receivable of $528,000.

b)  On March 10, 2005, the Company completed a private placement offering by issuing 2,045,000 units at
$0.30 per unit for total cash proceeds of $613,500, of which $468,000 was recorded as share subscriptions
receivable. Each unit consists of one common share and one share purchase warrant entitling the holder to
purchase one additional share at $0.40 for one year or at $0.50 per share for a second year. The Company
paid commissions of $38,010 in connection with this offering. In April 2005, the Company received the
balance of the share subscription receivable of $468,000.

F-9
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Lincoln Gold Corporation

(An Exploration Stage Company)

Notes to the Consolidated Financial Statements
June 30, 2005

(Expressed in U.S. dollars)

(unaudited)

c) On March 10, 2005, the Company completed a private placement offering by issuing 1,000,000 units at
$0.30 per unit for total cash proceeds of $330,000, of which $84,000 was recorded as share subscriptions
receivable. Each unit consists of one common share and one share purchase warrant entitling the holder to
purchase one additional share at $0.40 for one year or at $0.50 per share for a second year. The Company
paid commissions of $4,200 in connection with this offering. In April 2005, the Company received the
balance of the share subscription receivable of $84,000.

F-10
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATIONS

FORWARD-LOOKING STATEMENTS

The information in this Quarterly report on Form 10-QSB contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. These forward-looking statements involve risks and uncertainties, including statements regarding our
capital needs, business plans and expectations. Such forward-looking statements involve risks and uncertainties
regarding the market price of gold, availability of funds, government regulations, common share prices, operating
costs, capital costs, outcomes of ore reserve development and other factors. Forward-looking statements are made,
without limitation, in relation to operating plans, property exploration and development, availability of funds,
environmental reclamation, operating costs and permit acquisition. Any statements contained herein that are not
statements of historical facts may be deemed to be forward-looking statements. In some cases, you can identify

PN LRI

forward-looking statements by terminology such as “may”, “will”, “should”, “expect”, “plan”, “intend”, “anticipate

LEINT3 LEINT3

LEINY:
’

“estimate”, “predict”, “potential” or “continue”, the negative of such terms or other comparable terminology. Actual events o

results may differ materially. In evaluating these statements, you should consider various factors, including the risks
outlined below, and, from time to time, in other reports we file with the SEC. These factors may cause our actual
results to differ materially from any forward-looking statement. We disclaim any obligation to publicly update these
statements, or disclose any difference between our actual results and those reflected in these statements. The
information constitutes forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995. Given these uncertainties, readers are cautioned not to place undue reliance on such forward-looking
statements.

OVERVIEW

We are engaged in the acquisition and exploration of mineral properties in the State of Nevada. Our plan of operations
for the next twelve months is to conduct exploration of our mineral properties in the State of Nevada.

We hold interests in five groups of mineral properties in Nevada, as described below:

Name of Property Location
Buffalo Valley Property Humboldt, Lander & Pershing Counties, Nevada
Hannah Property Churchill County, Nevada
JDS Property Eureka County, Nevada
Jenny Hill Property Mineral & Nye Counties, Nevada
Lincoln Flat Property Lyon & Douglas Counties, Nevada

Our plan of operations is to carry out exploration of our mineral properties. Our specific exploration plan for each of
our mineral properties, together with information regarding the location and access, history of operations, present
condition and geology of each of our properties, is presented in Item 2 of our Annual Report on Form 10-KSB for the
year ended December 31, 2004 under the heading “Description of Properties.” All of our exploration programs are early
stage in nature in that their completion will not result in a determination that any of our properties contains
commercially exploitable quantities of mineralization.
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Our exploration programs will be directed by our management and will be supervised by Mr. Jeffrey Wilson, our
vice-president of exploration. We will engage contractors to carry out our exploration programs under Mr. Wilson’s
supervision. Contractors that we plan to engage include project geologists, geochemical sampling crews and drilling
companies, each according to the specific exploration program on each property. Our budgets for our exploration
programs are set forth in Item 2 of our Annual Report on Form 10-KSB for the year ended December 31, 2004 under
the heading “Description of Properties.” These explorations plans will vary based on the results of exploration programs
that we complete and based on decisions of our management regarding the prioritization of exploration programs
based on funds available to us. We plan to solicit bids from drilling companies prior to selecting any drilling company
to complete a drilling program. We anticipate paying normal industry rates for reverse-circulation drilling.

We are an exploration stage company. All of our projects are at the exploration stage and there is no assurance that
any of our mining properties contain a commercially viable ore body. We plan to undertake further exploration of our
properties. We anticipate that we will require additional financing in order to pursue full property exploration. We do
not have sufficient financing to undertake full exploration of our mineral claims at present and there is no assurance
that we will be able to obtain the necessary financing.

There is no assurance that a commercially viable mineral deposit exists on any of our mineral properties. Further
exploration beyond the scope of our planned exploration activities will be required before a final evaluation as to the
economic and legal feasibility of mining of any of our properties is determined. There is no assurance that further
exploration will result in a final evaluation that a commercially viable mineral deposit exists on any of our mineral
properties.

PLAN OF OPERATIONS

Our planned exploration expenditures for the next twelve months on our Nevada mineral properties, together with
amounts due to maintain our interest in these claims, are summarized as follows:

Planned

Exploration

Program

Expenditures Amount of Annual
for the Next Claim Amount of

Twelve Maintenanne Property
Property Months Fees Due: Payment due:
Buffalo Valley Property $ 30,000 $ 35,887 % 20,000
Hannah Property 173,000 3,075 -
JDS Property 174,000 12,362 -
Jenny Hill Property 150,000 12,983 25,000
Lincoln Flat Property 178,000 3,575 -
Basin Property - - -
$ 705,000 $ 67,882 $ 45,000

In addition to our planned exploration expenditures, we anticipate spending approximately $50,000 in ongoing general
and administrative expenses per month for the next twelve months, for a total anticipated expenditure of $1,417,882
over the next twelve months. The general and administrative expenses for the year will consist primarily of
professional fees for the audit and legal work relating to our regulatory filings throughout the year, as well as transfer
agent fees, management fees, investor relations and general office expenses.

We had cash in the amount of $716,947 and working capital in the amount of $399,848 as of June 30, 2005. Based on
our planned expenditures, we will require a minimum of approximately $1,018,000 to proceed with our plan of
operations over the next twelve months. We anticipate that we will require additional financing in order to pursue our
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exploration programs beyond the preliminary exploration programs for our mineral properties that are outlined above.

During the twelve month period following the date of this quarterly report, we anticipate that we will not generate any
revenue. Accordingly, we will be required to obtain additional financing in order to continue

3
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our plan of operations. We believe that debt financing will not be an alternative for funding additional phases of
exploration as we do not have tangible assets to secure any debt financing. We anticipate that additional funding will
be in the form of equity financing from the sale of our common stock. However, we do not have any financing
arranged and we cannot provide investors with any assurance that we will be able to raise sufficient funding from the
sale of our common stock to fund our exploration programs. In the absence of such financing, we will not be able to
continue exploration of our mineral claims. Even if we are successful in obtaining equity financing to fund our
exploration programs, there is no assurance that we will obtain the funding necessary to pursue any advanced
exploration of our mineral claims following the completion of preliminary exploration. If we do not continue to obtain
additional financing, we will be forced to abandon our properties and our plan of operations.

We may consider entering into a joint venture arrangement to provide the required funding to pursue drilling and
advanced exploration of our mineral claims. Even if we determined to pursue a joint venture partner, there is no
assurance that any third party would enter into a joint venture agreement with us in order to fund exploration of our
mineral claims. If we entered into a joint venture arrangement, we would likely have to assign a percentage of our
interest in our mineral claims to the joint venture partner.

Our exploration plans will be continually evaluated and modified as exploration results become available.
Modifications to our plans will be based on many factors, including: results of exploration, assessment of data,
weather conditions, exploration costs, the price of gold and available capital. Further, the extent of our exploration
programs that we undertake will be dependent upon the amount of financing available to us.

EXPLORATION ACTIVITIES DURING THE FIRST HALF OF 2005
Hannah Property

We commenced field exploration work on our Hannah property during the first quarter of 2005. The field work
included obtaining soil samples as part of a soil sampling program. Results from 132 new soil samples were combined
with results from 50 previous samples to define a conspicuous soil gold anomaly approximately 3000 feet in length
and locally over 500 feet in width. We believe that this identified anomaly warrants more advanced exploration. As a
result, we submitted a Notice of Intent to Operate and a Reclamation Bond for drilling 10 exploration holes to the U.S.
Bureau of Land Management (the “BLM”). The BLM approved our submission and we commenced track-mounted,
reverse-circulation drilling on identified gold geochemical targets in May. This drilling program was completed in
early June. Eleven (11) holes were completed for a total footage of 4,815 ft. Two holes, H-11 and H-1, encountered
encouraging gold-silver mineralization in the western portion of the target area. Although strong alteration was
encountered elsewhere to the east, the remaining holes were barren.

Holes H-11 and H-1 were drilled approximately 75 ft apart to test a structural target defined by a conspicuous,
silicified iron-stained breccia cutting bleached and highly altered Triassic metasedimentary rocks. The small breccia
outcrop is exposed on the edge of a pediment (gravel over bedrock) that slopes away to the west.

Hole H-11 (-60°) encountered 10 ft of shallow, highly oxidized mineralization grading 0.094 ounces per ton (“opt™) of
gold (“Au”) and 5.05 opt of silver (“Ag”) from 15 to 25 ft, including 5 ft grading 0.150 opt Au and 7.18 opt Ag. Hole H-1
(-45°) encountered 35 ft of shallow, highly oxidized mineralization grading 0.016 opt Au from 40 to 75 ft, including 5

ft grading 0.029 opt Au + 0.88 opt Ag.

We believe that the shallow mineralized drill hole intercepts represent “leakage” along faults derived from gold-silver
mineralization under adjacent pediment gravels. No drilling has been conducted in the pediment area. We believe that

follow-up work is warranted.

Lincoln Flat Property
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We commenced field exploration work on the Lincoln Flat property during the first quarter of 2005 with the objective
of further exploring a gold-hematite breccia target and a
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