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PART I ï FINANCIAL INFORMATION  

Item 1.  Financial Statements 
 
Goldrich Mining Company   

(An Exploration Stage Company)   

Consolidated Balance Sheets (unaudited)  

June 30, 2010 and December 31, 2009 June 30, December 31, 

 2010 2009 

ASSETS    

Current assets:   

   Cash and cash equivalents $      181,842 $       302,014 

   Value added taxes receivable 3,013 7,509 

   Prepaid expenses 249,741 51,171 

   Other current assets 51,353 39,201 

   Legal judgment receivable 144,000 - 

      Total current assets 629,949 399,895 

   

Property, plant, equipment, and mining claims:   

   Equipment, net of accumulated depreciation 2,317,948 981,759 

   Mining properties and claims 332,854 332,854 

      Total property, plant, equipment and mining claims 2,650,802 1,314,613 

   
Other assets ï gold inventory 1,723 1,723 

   

         Total assets $       3,282,474 $       1,716,231 

   
LIABILITIES AND STOCKHOLDERSô EQUITY (DEFICIT)   

Current liabilities:   

   Accounts payable and accrued liabilities $       678,547 $       142,839 

   Related party payable, deferred compensation and director fees 534,959 292,560 

   Current portion of capital lease and notes payable 533,029 - 

   Current portion of notes payable in gold, net of discounts 410,412 371,797 

   Current portion of notes payable in gold, net of discounts, related parties 643,134 394,677 

      Total current liabilities 2,800,081 1,201,873 

   

Long-term liabilities:   

   Notes payable 294,192 - 

   Notes payable in gold, net of discounts 473,869 235,844 

   Notes payable in gold, net of discounts, related parties 217,308 20,308 

   Accrued remediation costs 55,000 55,000 

      Total long-term liabilities 1,040,369 311,152 

         Total liabilities 3,840,450 1,513,025 

   

Commitment and contingencies (Note 8)   

 

Stockholders' equity (deficit): 

  

  Preferred stock; no par value, 9,000,000   

     shares authorized; no shares issued or outstanding - - 

  Convertible preferred stock series A; 5% cumulative dividends,    

     no par value, 1,000,000 shares authorized; 425,000 and 450,000   

     shares issued and outstanding, respectively, $850,000 liquidation   

     preference 425,000 

425,000 

450,000 

450,000   Common stock; $.10 par value, 200,000,000 shares authorized;  

    48,255,603 and 44,369,606 issued and outstanding, respectively 

 

4,825,560 

 

4,436,960 
   Additional paid-in capital 9,429,570 8,552,478 

   Deficit accumulated during the exploration stage (15,238,106) (13,236,232) 

      Total stockholdersô equity (deficit) (557,976) 203,206 

   

         Total liabilities and stockholders' equity (deficit)  $       3,282,474 $       1,716,231 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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Goldrich Mining Company      
(An Exploration Stage Company)      
Consolidated Statements of Operations     

(unaudited)      

     From Inception 

     (March 26, 1959) 

 Three Months Ended Six Months Ended 

June 30, 

Through 

 June 30, June 30, 

 2010 2009 2010 2009 2010 

Income earned during the exploration stage:      

   Royalties, net $                 - $                   - $                     - $                    - $         398,752 

   Lease and rental -  -  - - 99,330 

   Gold sales and other -  40,852  - 41,952 637,955 

      Total income earned during the  

      exploration stage 

 

- 

 

40,852 

 

- 

 

41,952 

 

1,136,037 

      

Operating expenses:      

   Costs of gold sales - 44,504 - 45,261 597,013 

   Mine preparation costs 719,496 - 719,496 - 719,496 

   Exploration expense 251,824 148,798 359,494 196,627 5,569,339 

   Management fees and salaries 211,341 66,825 329,775 124,650 2,705,378 

   Professional services 68,934 27,103 116,184 98,679 1,736,341 

   Other general and admin expense 57,622 7,389 102,780 27,316 1,764,039 

   Office supplies and other expense 3,238 1,116 6,613 4,243 358,437 

   Directors' fees 3,100 6,000 5,600 9,600 736,875 

   Mineral property maintenance 7,555 - 16,011 - 122,902 

   Depreciation 122,792 48,147 194,550 93,175 823,519 

   Reclamation and miscellaneous 282   -  844 - 120,947 

   Loss on partnership venture -  -  - - 53,402 

   Equipment repairs -  -  - - 25,170 

   Unrealized loss on gold inventory - - - 17,500 - 

   Loss on disposal of mining properties and  

   equipment 

 

- 

 

- 

 

- 

 

8,000 

 

197,281 

      Total operating expenses 1,446,184 349,882 1,851,347 625,051 15,530,139 

      

Other (income) expense:      

   Gain on legal judgment (144,000) - (144,000) - (144,000) 

   Interest income (92) (494) (467) (632) (279,725) 

   Interest expense and finance costs 224,393 10,263 295,240 19,633 1,190,068 

   Loss (gain) on foreign currency translation 309 7,210 (245) 2,328 77,661 

      Total other (income) expense 80,610 16,979 150,528 21,329 844,004 

      

Net loss $  1,526,794 $       326,009 $      2,001,875 $      604,428 $    15,238,106 

      

Preferred dividends 5,372 - 10,163 -  

Net loss available to common stockholders $  1,532,166  $    2,012,038   

Net loss per common share - basic $           0.03 $             0.01 $              0.04 $               0.01  

      

Weighted average common      

  shares outstanding-basic 46,920,364 44,219,713 44,850,126 42,594,698  

      

 
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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Goldrich Mining Company    
(An Exploration Stage Company)   From Inception 
Consolidated Statements of Cash Flows   (March 26, 1959) 
(Unaudited) Six Months Ended Through 

 June 30, June 30, 

 2010 2009 2010 

Cash flows from operating activities:    

   Net loss $      (2,001,875) $      (604,428) $    (15,238,106) 

   Adjustments to reconcile net loss to net cash    

      used in operating activities:    

      Depreciation and amortization 194,550 93,175 824,012 

       Unrealized loss on gold inventory - 17,500 - 

       Loss on disposal of mining property - 8,000 196,276 

       Loss on sale of equipment - - 4,388 

      Common stock, warrants, and options     

         issued for salaries and fees 82,886 - 1,549,942 

      Common stock issued for interest - 14,466 196,110 

      Amortization of discount on gold contracts 140,074 10,053 318,899 

      Amortization of discount on convertible     

         debenture for value of warrant 23,989 - 173,989 

      Amortization of discount on convertible     

         debenture for beneficial conversion feature - - 150,000 

      Amortization of deferred financing costs - - 130,000 

      Gold delivered to satisfy notes payable - - (273,974) 

      Gold delivered in exchange for equipment - - (10,966) 

    

   Change in:    

      Value added taxes receivable 4,496 17,308 (3,013) 

      Prepaid expenses (198,570) (3,336) (249,741) 

      Gold inventory - 84,435 (1,723) 

      Other current assets (12,300) (24,038) (51,501) 

      Legal judgment receivable (144,000) - (144,000) 

      Accounts payable and accrued liabilities 535,708 26,462 678,547 

      Accrued interest payable - (5,096) - 

      Related party payable, deferred compensation  

         and director fees 

 

242,399 

 

142,892 

 

534,958 

      Accrued commission payable - - 277,523 

      Convertible success award, Walters LITS - - 88,750 

      Accrued remediation costs - - 55,000 

            Net cash used - operating activities (1,132,643) (222,607) (10,794,630) 

    

Cash flows from investing activities:    

   Receipts attributable to unrecovered     

      promotional, exploratory, and development costs - -  626,942 

   Proceeds from the sale of equipment -  -  63,124 

   Purchases of equipment, and unrecovered    

      promotional and exploratory costs (597,053) (179,493) (2,094,881) 

   Additions to mining properties and claims - direct     

      costs for claim staking and acquisition - -  (503,890) 

            Net cash used - investing activities (597,053) (179,493)  (1,908,705) 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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Goldrich Mining Company    

(An Exploration Stage Company)    
Consolidated Statements of Cash Flows Continued    
Unaudited    

   From Inception 

   (March 26, 1959) 

 Six Months Ended Through 

 June 30, June 30, 

 2010 2009 2010 

    

Cash flows from financing activities:    

   Proceeds from related party debt $                     - $                     - $              100,000 

   Payments on related party debt - - (100,000) 

   Increase (decrease) in stock subscription payable - (7,560) - 

   Proceeds from issuing convertible debenture - - 700,000 

   Proceeds from issuance of warrants in connection    

      with issuance of convertible debenture - - 150,000 

   Proceeds allocated to beneficial conversion feature    

      of convertible debenture - - 150,000 

   Payment of financing costs from cash proceeds of    

      convertible debenture - - (100,000) 

   Proceeds from issuance of common stock in connection     

       with exercise of options and warrants - - 2,815,832 

   Proceeds from issuance of common stock and warrants,     

       net of offering costs 1,090,800 7,560 7,172,848 

   Proceeds from notes payable in gold 625,037 570,000 1,785,037 

   Proceeds from issuance of preferred stock - - 475,000 

   Payments on capital lease payable and notes payable (106,313) (84,000) (255,366) 

   Acquisitions of treasury stock - - (8,174) 

            Net cash provided - financing activities 1,609,524 486,000 12,885,177 

Net increase (decrease) in cash and cash equivalents (120,172) 83,900 181,842 

    

Cash and cash equivalents, beginning of period 302,014 219,724 - 

Cash and cash equivalents, end of period $         181,842 $         303,624 $          181,842 

    

Supplemental disclosures of cash flow information:    

  Non-cash investing and financing activities:    

      Mining claims purchased - common stock $                     - $                     - $            43,000 

      Additions to property, plant and equipment     

        acquired through capital lease and notes payable $         933,534 $         126,000 $       1,082,587 

      Additions to property, plant and equipment    

        paid in gold $                     - $                     - $            10,966 

      Related party liability converted to common stock $                     - $                     - $          301,086 

      Issuance of warrants for deferred financing    

        costs of convertible debenture $                     - $                     - $            30,000 

      Issuance of common stock upon conversion of    

        convertible debenture $                     - $      1,000,000 $       1,000,000 

      Issuance of common stock upon conversion of    

        preferred shares $           25,000 $                     - $            50,000 

     Warrants issued with notes payable in gold $           67,004 $                     - $          109,228 

      Notes payable satisfied with gold  $                    - $                     - $          273,974 

 

 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 

 

1. BASIS OF PRESENTATION: 

 

The unaudited financial statements have been prepared by the Company in accordance with accounting 

principles generally accepted in the United States of America for interim financial information, as well as 

the instructions to Form 10-Q.  Accordingly, they do not include all of the information and footnotes 

required by accounting principles generally accepted in the United States of America for complete 

financial statements.  In the opinion of the Companyôs management, all adjustments (consisting of only 

normal recurring accruals) considered necessary for a fair presentation of the interim financial statements 

have been included.  Operating results for the six-month period ended June 30, 2010 are not necessarily 

indicative of the results that may be expected for the full year ending December 31, 2010.   

 

For further information refer to the financial statements and footnotes thereto in the Companyôs Annual 

Report on Form 10-K for the year ended December 31, 2009. 

 

Consolidation of and Accounting for Subsidiary 

 

During the six month period ended June 30, 2010 and 2009, the Company accounted for an inactive 

subsidiary in Mexico for an exploration property formerly held by the Company in that country. This 

subsidiary, Minera LSG, is included in the accompanying financial statements by consolidation of the 

Statements of Operations for the three and six month periods then ended and the Balance Sheets for the 

periods ended June 30, 2010 and December 31, 2009, with all intercompany balances and investment 

accounts eliminated. The Company accounts for non-US activities in accordance with ASC 830 Foreign 

Currency Matters, including transactions denominated in non-US dollar currency and translation of non-US 

dollar denominated account balances.  

 

Net Loss Per Share 

 

Basic EPS is computed as net income available to common shareholders after dividends to preferred 

shareholders, divided by the weighted average number of common shares outstanding for the period. 

Diluted EPS reflects the potential dilution that could occur from common shares issuable through stock 

options, warrants, and other convertible debt and securities. The dilutive effect of vested convertible and 

exercisable securities would be: 

 

 June 30, June 30, 

For periods ended 2010 2009 

   

Convertible preferred stock 2,550,000 1,350,000 

Stock options 3,065,000 2,415,000 

Warrants 2,275,513 485,833 

Convertible notes payable in gold 1,185,184 - 

    Total possible dilution 9,075,697 4,250,833 

 

For the periods ended June 30, 2010 and 2009, the effect of the Companyôs outstanding options and 

common stock equivalents would have been anti-dilutive. Accordingly, only basic EPS is presented. 

 

Reclassifications 

Certain reclassifications have been made to conform prior periodsô presentation to the current presentation. 

These reclassifications have no effect on the results of reported operations or stockholdersô equity (deficit). 



Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 
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1. BASIS OF PRESENTATION, CONTINUED:  

 

Use of Estimates 

 

The preparation of financial statements in conformity with accounting principles generally accepted in the 

United States of America requires management to make estimates and assumptions that affect certain 

reported amounts and disclosures. Significant estimates used in preparing these financial statements 

include those assumed in estimating the recoverability of the cost of mining claims, accrued remediation 

costs, beneficial conversion features of convertible debt, fair value of warrants, and deferred tax assets and 

related valuation allowances. Actual results could differ from those estimates. 

 

Fair Value Measures 

 

Our financial instruments consist principally of cash, notes payable in gold and notes payable. These 

instruments do not require recurring re-measurement of fair value. 

 

Cash and Cash Equivalents 

 

For the purposes of the balance sheet and statement of cash flows, the Company considers all highly liquid 

investments purchased with an original maturity of three months or less to be a cash equivalent.  

 

2. GOING CONCERN 

 

The accompanying consolidated financial statements have been prepared under the assumption that the 

Company will continue as a going concern. The Company is an exploration stage company and has 

incurred losses since its inception and does not have sufficient cash at June 30, 2010 to fund normal 

operations and meet debt obligations for the next 12 months. During the six month period ended June 30, 

2010, the Company raised $625,037 by entering into notes payable in gold.  Those funds were used to 

purchase equipment and mobilize the Companyôs field camp at its Chandalar property in preparation for 

mining operations which began during the quarter ending March 31, 2010. The Company also raised an 

additional $1,090,800 through the sale of stock and warrants as part of a Private Placement offering.  Of 

that amount received through the sale of stock and warrants $12,300 is recorded as a receivable for a 

subscription agreement that was signed prior to the end of the quarter. The funds for that agreement were 

received subsequent to the end of the quarter on July 13, 2010.   

 

The Company currently has no historical recurring source of revenue and its ability to continue as a going 

concern is dependent on the Companyôs ability to raise capital to fund its future exploration and working 

capital requirements or its ability to profitably execute on its current mining plan. The Companyôs plans for 

the long-term return to and continuation as a going concern include financing the Companyôs future 

operations through sales of its common stock and/or debt, entering into notes payable in gold as it did in 

the six months ended June 30, 2010, and the eventual profitable exploitation of its mining properties. See 

Note 9 for information on material gold sales which occurred subsequent to the end of the quarter. 

Additionally, the current capital markets and general economic conditions in the United States are 

significant obstacles to raising the required funds. These factors raise substantial doubt about the 

Companyôs ability to continue as a going concern.  

 

 

 



Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 

 

9 

2. GOING CONCERN, CONTINUED:  

 

The consolidated financial statements do not include any adjustments that might be necessary should the 

Company be unable to continue as a going concern. If the going concern basis was not appropriate for these 

financial statements, adjustments would be necessary in the carrying value of assets and liabilities, the 

reported expenses and the balance sheet classifications used. 

 

3. RELATED PARTY TRANSACTIONS  

 

Pursuant to terms of his contract, the Companyôs Chief Operating Officer has elected to accrue fees owed 

to him until such time as the Company has sufficient cash reserves to pay them.  During the six month 

period ended June 30, 2010, the Company accrued $49,060 of fees, with a total of $258,610 accrued in fees 

and expenses as of the end of the quarter. The Companyôs President and Chief Executive Officer has 

elected to defer his salary and we have accrued $120,000 in compensation and expenses for the six months 

ended June 30, 3010, with a total of $126,290 in deferred compensation and $30,000 in expenses as of the 

end of the quarter.  

 

Additionally, an amount of $46,961 has been accrued for fees and expenses due to the Companyôs Chief 

Financial Officer at June 30, 2010.  

 

For the three and six month periods ended June 30, 2010, a director and affiliate of the Company, 

beneficially owning more than 5% of the outstanding shares and acting on behalf of the beneficial 

ownership group, entered into notes payable in gold with the Company for a total of $200,037, a $235,338 

liability less $35,301 in discounts, representing 214.59 troy ounces, with the gold to be delivered on or 

before October 31, 2010 from gold yet to be produced at the Companyôs Chandalar property.   

 

Total interest expense recognized for the six months ended June 30, 2010, for notes payable in gold with 

related parties, including the amortization of discounts on those notes, was $69,223. 

 

On October 19, 2009, the Company issued 750,000 options in connections with the appointment of a new 

Chief Executive Officer. The vesting, fair value and recognized expense are discussed in Note 7 

Stockholder Equity (Deficit). 

 
On May 1, 2010 an employee of the Company was issued 100,000 shares of the Companyôs stock at the 

grant date fair value price of $0.44 per share. The shares will be fully vested after the completion of nine 

months of service and are forfeited should the employee be terminated without cause prior to vesting.  The 

Company is expensing the cost of the shares on a straight-line basis over the terms of the employeeôs 

service until the shares are completely vested in January 2011. The Company recognized $12,222 in 

compensation expense for the quarter ended June 30, 2010.   

 

 

 

 

 

 

 

 

 



Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 
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4. NOTES PAYABLE IN GOLD  

 

During the six month period ended June 30, 2010, the Company issued notes in principal amounts totaling 

$625,037.  Under the terms of the notes, the Company agreed to deliver gold to the holders at the lesser of 

$850 or a 25% discount to market price as calculated on the contract date and specify delivery of gold in 

November 2011. Under six of the notes, totaling $600,037, the holders have the option to elect by October 

20, 2010 to: (1) accelerate the delivery of the gold to October 2010 based on a price equal to the lesser of 

$960 or a 15% discount to market price as calculated on the date of sale or (2) convert the original amount 
invested into common stock at a price of $0.45 per common share. One holder of three of those notes 

totaling $200,037 has elected to accelerate delivery to October 2010 and the balance of the three notes is 

classified as a current liability as of June 30, 2010. 

 

The notes payable in gold contracts contain standard terms regarding delivery and receipt of gold and 

payment of delivery costs. A finder's fee of 6% of the proceeds is payable to qualified parties. These notes 

payable in gold are additive to $960,000 already entered into by the Company in 2009 and recorded as 

liabilities for the year ended December 31, 2009. 

  

Additionally, for each dollar of note payable in gold entered into during the six month period ended June 

30, 2010, the holder received one half of a common stock purchase warrant. Each whole warrant is 

exercisable to purchase one share of common stock of the Company at an exercise price of $0.65 for a 

period of two years following the date of issue. In the event that the Companyôs shares of common stock 

trade in the United States at a closing price of greater than $1.00 per share for a period of 10 consecutive 

trading days at any time following the issuance of the warrants, the Company may, in its sole discretion, 

accelerate the expiration date of the warrants by giving written notice to the holders thereof, and in such 

case, the warrants will expire on the 20th business day after the date on which such notice is given by the 

Company.  

 

At June 30, 2010, the Company had outstanding total notes payable in gold of $2,106,478 less discounts of 

$361,755, for a net liability of $1,744,723, with 214.59 ounces deliverable at October 31, 2010, 989.49 

ounces deliverable at November 1, 2010, and 829.25 ounces deliverable at November 30, 2011. The 

Company expects to mine sufficient gold from its Chandalar property and does not expect to be required to 

purchase gold on the open market to meet delivery obligations. In the event that sufficient gold is not 

produced to meet the distribution requirement, the Company may be required to purchase gold on the open 

market to meet its commitment, or may be required to renegotiate the terms of the notes with the holders to 

avoid default on the notes.  A renegotiation or default may require a change in future accounting treatment 

to that of derivative accounting as required by ASC 815. 

 

5. CAPITAL LEASE  

 

During the six month period ended June 30, 2010, the Company purchased equipment totaling $678,500 

under a capital lease, making down payments of $169,625 in cash and financing $508,875 through the 

lease. The lease carries interest at 9.0% per annum payable in 6 monthly installments of $30,000 and a final 

purchase option payment of approximately $351,000 payable on or before October 15, 2010. At June 30, 

2010, the total principal amount of $429,734 was due within one year. In accordance with criteria 

established by ASC 840, this lease qualifies as a capital lease. This lease is collateralized by the leased 

equipment with all minimum lease payments due within one year. 

 



Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 
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6. NOTES PAYABLE 

 

During the six month period ended June 30, 2010, the Company purchased equipment totaling $559,550, 

making payments of $135,250 in cash and financing $424,659 through notes payable to vendors from two 

equipment vendors. The amounts financed consists of a 48-month note for $258,380 at 4.72% interest per 

annum with monthly payments of $5,918 and a 36-month note for $166,280 at 7.9% interest per annum 

with monthly payments of $5,204. These loans are collateralized by the purchased equipment. The 

principal amounts of the notes are due over the next four years as follows: 

 

 

Year 

Principal Due 

June 30, 

2011 $          103,295 

2012 115,311 

2013 116,978 

2014 61,903 

2015 and thereafter - 

  Total $          397,487 

 

7. STOCKHOLDERSô EQUITY (DEFICIT)  

 

During the six-month period ended June 30, 2010, the Company issued 3,635,998 units, at a price of $0.30 

per unit, for net proceeds of $1,090,800 in a private placement to investors.  Each unit consists of one share 

of common stock and one-half common stock purchase warrant. Each whole warrant is exercisable to 

purchase one additional common share at $0.55 per share for a period of two years following the date of 

issue. In the event that the common shares trade at a weighted volume average price of greater than $0.80 

per share for a period of 20 consecutive trading days at any time following the issuance of the warrants, the 

Company may, in its sole discretion, accelerate the expiration date of the warrants by giving written notice 

to the holders thereof within 10 business days of the occurrence thereof, and in such case, the warrants will 

expire on the 20th business day after the date on which such notice is given by the Company.  The 

Company granted resale registration rights to such investors. 

 

The following is a summary of warrants for June 30, 2010:  
 

   Shares  

Exercise  

Price Expiration Date 

Class E Warrants: (Issued for Notes payable in gold)    

Warrants issued Nov and Dec, 2009 145,000 0.65 Nov & Dec 2011 

Outstanding and exercisable at December 31, 2009 145,000   

Warrants issued Feb through June, 2010 312,518 0.65 Feb through June 2012 

Outstanding and exercisable at June 30, 2010 457,518     

Class F Warrants: (Issued for Private Placement)    

Warrants issued Jan through June, 2010 1,817,995 0.55 March through June 2012 

Outstanding and exercisable at June 30, 2010 1,817,995     

Weighted average exercise of warrants outstanding at June 30, 2010 2,275,513 0.57   

 



Goldrich Mining Company  
(An Exploration Stage Company) 
Notes to Consolidated Financial Statements (Unaudited) 
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7. STOCKHOLDERSô EQUITY (DEFICIT) , CONTINUED:  

 

Stock-Based Compensation: 

 

On October 19, 2009, the Company issued 750,000 options in connections with the appointment of a new 

Chief Executive Officer, 250,000 of which vested immediately, with 250,000 vesting on October 19, 2010 

and the final 250,000 vesting on October 19, 2011. The fair value of options was determined using a Black 

Scholes model, resulting in a total fair value of $285,000 for these options. This value will be recognized 

ratably over the vesting period. At June 30, 2010 and 2009, the Company recognized share-based 

compensation for key employees, non-employee directors and management consultants of $82,886 and $0, 

respectively, which represents the total weighted average grant-date fair value of the options granted and 

vested during the year.   Of the $82,886 share-based compensation recognized during the six month period 

ended June 30, 2010, $12,222 resulted from issuing 100,000 shares to an employee and $70,664 from 

options issued in 2009 to an officer of the Company. 

 

8.  CONTINGENCIES  

 

Our suit against Delmer and Gail Ackels was adjudicated favorably as reported in our 2009 10-K and 

during the period ended June 30, 2010, property belonging to Delmer and Gail Ackels was sold at auction 

for total proceeds of $144,000 which was deposited with the Superior Court, Fourth Judicial District at 

Fairbanks. These proceeds were awarded to the Company as part of the $107,167 in damages awarded with 

the remainder due to Goldrich as property deemed abandoned as determined by the court in their Final 

Judgment. A receivable was recorded for the $144,000, which is reported in Other Income on the 

Statement of Operations as a gain per ASC 450 Contingencies. It is unlikely that any future amounts will be 

received to satisfy the judgment awarded us in the lawsuit against the Ackels. Subsequent to the end of the 

quarter on July 1, 2010, the Company agreed to purchase the equipment for a sum of $158,400 from the 

party who purchased the equipment at the auction. The Company agreed to remit to the seller $120,000 of 

the cash deposited with the court and an additional $38,400 that is due by November 30, 2010.  

 

9.  SUBSEQUENT EVENTS 

 

Subsequent to the end of the quarter ended June 30, 2010, the Company produced 580 troy ounces of gold, 

of which 415 ounces were delivered to, and sold through, a smelter for net cash proceeds of approximately 

$559,843 to the Company.  
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Item 2. Managementôs Discussion and Analysis of Financial Condition or Plan of Operation 
 

This discussion and analysis contains forward-looking statements that involve known or unknown risks, uncertainties and 

other factors that may cause the actual results, performance, or achievements of the Company to be materially different 

from any future results, performance or achievements expressed or implied by the forward-looking statements. Except for 

historical information, the matters set forth herein, which are forward-looking statements, involve certain risks and 

uncertainties that could cause actual results to differ. Potential risks and uncertainties include, but are not limited to, 

unexpected changes in business and economic conditions; significant increases or decreases in gold prices; changes in 

interest and currency exchange rates; unanticipated grade changes; metallurgy, processing, access, availability of 

materials, equipment, supplies and water; results of current and future exploration and production activities; local and 

community impacts and issues; timing of receipt and maintenance of government approvals; accidents and labor disputes; 

environmental costs and risks; competitive factors, including competition for property acquisitions; and availability of 

external financing at reasonable rates or at all, and those set forth under the heading ñRisk Factorsò in our Form 10-K 

filed with the SEC on April 6, 2010. Forward- looking statements can be identified by terminology such as ñmay,ò ñwill,ò 

ñshould,ò ñexpects,ò ñintends,ò ñplans,ò ñanticipates,ò ñbelieves,ò ñestimates,ò ñpredicts,ò ñpotential,ò ñcontinuesò 

or the negative of these terms or other comparable terminology. Although the Company believes that the expectations 

reflected in the forward-looking statements are reasonable, it cannot guarantee future results, levels of activity, 

performance or achievements. Forward-looking statements are made based on managementôs beliefs, estimates, and 

opinions on the date the statements are made, and the Company undertakes no obligation to update such forward-looking 

statements if these beliefs, estimates, and opinions should change, except as required by law. 

 

This discussion and analysis should be read in conjunction with the accompanying unaudited consolidated financial 

statements and related notes. The discussion and analysis of the financial condition and results of operations are based 

upon the unaudited consolidated financial statements, which have been prepared in accordance with accounting 

principles generally accepted in the United States of America. The preparation of financial statements in conformity with 

accounting principles generally accepted in the United States of America requires the Company to make estimates and 

assumptions that affect the reported amounts of assets and liabilities, disclosure of any contingent liabilities at the 

financial statement date and reported amounts of revenue and expenses during the reporting period. On an on-going basis 

the Company reviews its estimates and assumptions. The estimates were based on historical experience and other 

assumptions that the Company believes to be reasonable under the circumstances. Actual results are likely to differ from 

those estimates under different assumptions or conditions, but the Company does not believe such differences will 

materially affect our consolidated financial position or results of operations. Critical accounting policies, the policies the 

Company believes are most important to the presentation of its consolidated financial statements and require the most 

difficult, subjective and complex judgments, are outlined below in ñCritical Accounting Policies,ò and have not changed 

significantly. 

 

Chandalar, Alaska 

 

The Chandalar gold property is currently our only mineral property. It is an exploration stage property. We 

were attracted to the Chandalar district because of its similarities to productive mining districts, its past positive 

exploration results, and the opportunity to control multiple attractive gold quartz-vein prospects and adjacent 

unexplored target areas. The gold potential of the Chandalar district is enhanced by similarities to important 

North American mesothermal gold deposits, a common attribute being a tendency for the mineralization to 

continue for up to a mile or more at depth, barring structural offset. Mesothermal ore deposits yield anywhere 

from less than 100,000 to over 10 million ounces of gold at 0.1 to over 1 oz/ton gold. We believe that our 

dominant land control eliminates the risk of a potential competitor finding ore deposits located within adjacent 

claims. Summarily, the scale, number and frequency of the Chandalar district gold-bearing exposures and 

geochemical anomalies compare favorably to similar attributes of productive mining districts.  

 

The Chandalar district has a history of prior production, but there has been no significant current production, 

except for the test mining operation in August of 2009 and some small-scale placer operations by an 

independent miner. During July of 2010 we commenced commercial gold production on a portion of the 

property known as the Little Squaw Creek drainage, where a gold deposit has been discovered and was 

partially drilled out during our 2007 exploration work. This deposit is geologically characterized as an 

aggradational placer gold deposit. It is unusual in the sense that it is the only such known alluvial, or placer, 

gold deposit in Alaska, although many exist in neighboring Siberia. Our discovery contrasts to others in Alaska 
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that are commonly known as bedrock placer gold deposits. Aggradational alluvial gold deposits contain gold 

particles disseminated through thick sections of unconsolidated stream gravels in contrast to bedrock placer 

deposits where thin but rich gold-bearing gravel pay streaks rest directly on bedrock surfaces. Aggradational 

placer gold deposits are generally more uniform and thus more conducive to bulk mining techniques 

incorporating economies of scale, this contrast with bedrock placer gold deposits where gold distribution tends 

to be erratic and highly variable. The plan view of our discovery is somewhat funnel-shaped, and as such has 

been divided into two distinct geomorphological zones: a Gulch, or narrower channel portion, and a Fan, or 

broad alluvial apron portion. 

 

During the summer of 2009, we permitted and successfully completed a test mining operation on the upper end 

of the Gulch portion of the Little Squaw Creek alluvial gold deposit. We mined about 30,000 cubic yards of 

glacial overburden and stream alluvium of which about 13,830 cubic yards were processed through our wash 

plant, yielding approximately 594 ounces of placer gold. 

During the winter of 2009/2010, we raised additional funds, and are presently engaged in a private placement 

effort, to pay for an expanded commercial mining operation during the 2010 summer mining season, which 

normally extends from mid-May through mid-September. During the first six months of 2010, we purchased 

additional capital equipment, fuel and supplies to execute on our 2010 mining plan and transported all 

equipment and materiel to the Chandalar property via the winter overland trail.  As of the date of this filing, our 

managers have hired mining staff and we have started commercial production on the Little Squaw Creek 

alluvial deposit, with an original targeted production of 5,000 to 7,000 ounces of gold this year. We have 

produced a total of 580 ounces thus far in the 2010 mining season, and due to untimely equipment breakdowns, 

lower than expected plant capacity and our inability to raise the full amount needed to execute our original 

plan, we have revised our production estimate to 1,500 to 2,500 ounces of gold this year.  

 
Map 1 ï Location of the Chandalar, Alaska Mining District 
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Location, Access & Geography of Chandalar 

 

The Chandalar mining district lies north of the Arctic Circle at a latitude of about 67°30'. The district is about 

190 air miles north of Fairbanks, Alaska and 48 air miles east-northeast of Coldfoot (Map 1). The center of the 

district is approximately 70 miles north of the Arctic Circle. Access to our Chandalar mining camp at Squaw 

Lake is either by aircraft from Fairbanks, or overland during the winter season via a 100-mile-long trail from 

Coldfoot through the community of Chandalar Lake to Squaw Lake.  

 

Geographically, the Chandalar district is situated in rugged terrain just within the south flank of the Brooks 

Range where elevations range from 1,900 feet in the lower valleys to just over 5,000 feet on the surrounding 

mountain peaks. The region has undergone glaciation due to multiple ice advances originating from the north 

and, while no glacial ice remains, the surficial land features of the area reflect abundant evidence of past 

glaciation. The district is characterized by deeply incised creek valleys that are actively down-cutting the 

terrain. The steep hill slopes are shingled with frost-fractured slabby slide rock, which is the product of arctic 

climate mass wasting and erosion. Consequently, bedrock exposure is mostly limited to ridge crests and a few 

locations in creek bottoms. Vegetation is limited to the peripheral areas at lower elevations where there are 

relatively continuous spruce forests in the larger river valleys. The higher elevations are characterized by arctic 

tundra. 

 

Snow melt generally occurs toward the end of May, followed by an intensive, though short, 90-day growing 

season with 24 hours of daylight and daytime temperatures that range from 60 to 80° Fahrenheit. Freezing 

temperatures return in late August and freeze-up typically occurs by early October. Winter temperatures, 

particularly in the lower elevations, can drop to -50° F or colder for extended periods. Annual precipitation is 

15 to 20 inches, coming mostly in late summer as rain and during the first half of the winter as snow. Winter 

snow accumulations are modest. The area is essentially an arctic desert. 

 
Map 2 ï Chandalar Mining Claim Block 
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Chandalar Mining Claims  

 

We have a block of contiguous mining claims at Chandalar that cover a net area of about 17,270 acres (27 

square miles) (Map 2), and which are maintained by us specifically for the exploration and possible 

exploitation of placer and lode gold deposits. The mining claims were located to cover most of the known gold 

bearing zones within an area approximately five miles by eight miles. Within the claim block, we own in fee 

simple 426.5 acres as twenty-one approximately 20-acre patented federal lode claims, one 15.7-acre patented 

federal placer claim, and one 5-acre patented federal mill site. In addition, there are forty-eight Traditional and 

MTRSC 40-acre State of Alaska claims lying largely within a block of one-hundred-five 160-acre MTRSC 

claims. The 23 federal patented claims cover the most important of the known gold-bearing structures. The 154 

Traditional and MTRSC state mining claims provide exploration and mining rights to both lode and placer 

mineral deposits. Unlike federal mining claims, State of Alaska mining claims cannot be patented, but the 

locator has the exclusive right of possession and extraction of the minerals in or on the claim. 

 

Chandalar Geology and Mineralization - (Technical Description) 
 

A complete technical description of the Chandalar mining district, its geology and mineralization is included in 

our Form 10-K for the year ended December 31, 2009. Refer to Map 3 for graphic representation of both the 

hard rock prospects and alluvial fans on which we are focusing varying degrees of exploration effort, as 

determined by exploration activities already completed in prior years. 

 

 
Map 3 ï Gold Prospects and Geologic Structure of Chandalar 
































