ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Consolidated balance sheets
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(Canadian dollars) (unaudited)

Assets
Current assets
Cash and cash equivalents
Receivables (note 3)
Prepaid expenses
Supply inventory

Mineral properties (note 4)
Fixed assets
Total assets
Liabilities
Current liabilities
Accounts payable and accrued liabilities

Future income tax liability

Nature of operations and going concern (note 1)
Contingencies and commitments (note 10)

Shareholders' equity
Capital stock
Warrants (note 7)
Contributed surplus

Accumulated deficit

Total liabilities and shareholders' equity

These consolidated financial statements should be read in conjunction with the most recent audited annual consolidated financial statements included in the 2006 Annual Report.

As At As At
June 30 December 31
2007 2006
$ $
1,528,759 1,685,105
50,976 27,736
163,663 319,152
45,657 136,657
1,789,055 2,168,650
38,058,276 36,146,645
286,658 94,308
40,133,989 38,409,603
1,293,785 2,049,003
6,058,813 5,449,753
7,352,598 7,498,756
66,626,174 63,500,087
95,505 103,645
66,721,679 63,603,732
4,146,904 4,138,764
(38,087,192) (36,831,649)
32,781,391 30,910,847
40,133,989 38,409,603




2007-08-167:50 AMquarterly f-s

ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Consolidated statements of loss, deficit, and comprehensive loss
(Canadian dollars) (unaudited)

Cumulative,
since Inception
(March 6, 1985) to Three months ended June 30 Six months ended June 30
30-Jun-07 2007 2006 2007 2006
$ $ $ $ $
Interest and other income 1,871,599 12,580 583 20,855 10,048
General and administrative expenses :
Salaries and management fees 6,078,103 86,963 117,600 136,516 219,865
Stock based compensation 929,505 - 7,673 - 159,392
Professional fees 4,101,243 96,666 83,620 272,823 165,865
Investor relations 2,759,082 22,353 63,218 126,390 137,603
Interest 282,904 6,300 7,040 16,117 20,489
Administrative and office 3,867,864 49,769 46,404 114,077 93,039
Depreciation 150,065 1,950 - 3,900 8,175
18,168,766 264,001 325,555 669,823 804,428
Foreign exchange loss (gain) 109,916 (3,152) 38,991 6,379 (5,001)
Future income tax expense (recovery) 3,083,709 292,972 - 600,196 -
Mineral property costs written off 18,596,400 - - - -
39,958,791 553,821 364,546 1,276,398 799,427
Loss and comprehensive loss for the period 38,087,192 541,241 363,963 1,255,543 789,379
Accumulated deficit, beginning of period, - 37,545,951 31,641,031 36,831,649 31,215,615
Accumulated deficit, end of period 38,087,192 38,087,192 32,004,994 38,087,192 32,004,994
Weighted average number of post consolidation
shares outstanding (note 6) 17,372,044 12,147,892 17,372,044 12,147,892
Loss per share (basic and fully diluted) 0.031 0.030 0.072 0.065

These consolidated financial statements should be read in conjunction with the most recent audited annual consolidated financial statements included in the 2006 Annual Report.
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ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Consolidated statements of cash flow
(Canadian dollars) (unaudited)

Cumulative,
since Inception
(March 6, 1985) to Three months ended June 30 Six months ended June 30
30-Jun-07 2007 2006 2007 2006
CASH FLOW FROM (USED FOR): $ $ $ $ $
Operating activities
(Loss) earnings for the period (38,087,192) (541,241) (363,963) (1,255,543) (789,379)
Add (deduct) items not involving cash:
Depreciation & amortization 150,065 1,950 - 3,900 8,175
Future income tax expense 3,083,709 292,972 - 600,196 -
Mineral property costs written off 18,596,400 - - - -
Stock-based compensation expense (note 7) 929,505 - 7,673 - 159,392
Increase in non-cash working capital 1,679,634 (598,829) 329,319 (531,969) (1,364,384)
(13,647,879) (845,148) (26,971) (1,183,416) (1,986,196)
Financing activities
Issuance of common shares, net of share issue costs 59,281,207 3,134,951 - 3,134,951 182,907
Issuance of flow through shares, net of share issue costs 12,853,631 - 172,165 - 172,165
72,134,838 3,134,951 172,165 3,134,951 355,072
Investing activities
Fixed asset additions (562,720) (229,643) (2,016) (232,059) (3,669)
Mineral property expenditures
Abitibi Gold Property (1,267,033) 11,114 (175) (13,611) (481)
Atlanta Gold Property, Idaho, USA (27,118,854) (854,807) (535,793) (1,683,615) (943,971)
Brodeur Diamond Property (12,630,697) (19,093) (99,225) (178,596) (352,830)
Torngat Diamond Property (3,601,563) - (1,663) - (1,750)
Other Mineral Properties (11,777,333) - - - -
(56,395,480) (862,786) (636,856) (1,875,822) (1,299,032)
(56,958,200) (1,092,429) (638,872) (2,107,881) (1,302,701)
(Decrease) increase in cash 1,528,759 1,197,374 (493,678) (156,346) (2,933,825)
Cash beginning of period - 331,385 512,527 1,685,105 2,952,674
Cash end of period 1,528,759 1,528,759 18,849 1,528,759 18,849

These consolidated financial statements should be read in conjunction with the most recent audited annual consolidated financial statements included in the 2006 Annual Report.



ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Consolidated statements of shareholders' equity
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(Canadian dollars) (unaudited)

Balance, December 31, 2004
Issue of shares for cash
- at $0.22 per common share, net of share issue costs
- at $0.18 per common share, net of share issue costs
- at $0.18 per flow thru share, net of share issue costs
- at $0.14 per common share, net of share issue costs
- at $0.12 per common share, net of share issue costs
- at $0.12 per flow thru share, net of share issue costs
Share issue costs regarding CEE renounced
Stock-based compensation
Warrants expiring unexercised
Loss for the year
Balance, December 31, 2005
Issue of shares for debt
- at $0.18 per common share, net of share issue costs
- at $0.115 per common share, net of share issue costs
Issue of shares for cash
- at $0.15 per flow thru share, net of share issue costs
- at $0.115 per common share, net of share issue costs
Share issue costs recovered in respect of
CEE renounced in prior years
Stock-based compensation
Warrants expiring unexercised
Loss for the year
Balance, December 31, 2006
Share consolidation, on a basis of 15 pre-consolidation
shares for 1 post consolidation share (note 6)
Issue of shares for cash
- at $0.90 per common share, net of share issue costs
Share issue costs regarding CEE renounced
Warrants expiring unexercised (note 7)
Loss for the period to date
Balance, June 30, 2007

These consolidated financial statements should be read in conjunction with the most recent audited annual consolidated financial statements included in the 2006 Annual Report.

Shares issued and subscribed Contributed
Number of Ascribed Warrants Surplus Accumulated
shares value value value deficit Total
$ $ $ $ $
132,363,542 53,355,502 3,182,866 691,968 (28,986,438) 28,243,898
318,181 60,435 8,140 68,575
4,836,665 776,699 23,901 800,600
2,001,664 325,685 - 325,685
110,000 15,037 303 15,340
36,400,000 4,208,433 13,220 4,221,653
4,954,168 553,802 - 553,802
(238,990) (238,990)
50,447 50,447
(156,583) 156,583
(2,229,177) (2,229,177)
180,984,220 59,056,603 3,071,847 898,998 (31,215,615) 31,811,833
1,222,222 182,907 182,907
870,000 94,360 94,360
1,666,666 5,844 19,865 25,709
38,617,393 4,112,197 38,216 4,150,413
48,176 48,176
213,483 213,483
(3,026,283) 3,026,283
(5,616,034) (5,616,034)
223,360,501 63,500,087 103,645 4,138,764 (36,831,649) 30,910,847
(208,469,790) - -
3,722,000 3,134,951 3,134,951
- (8,864) (8,864)
(8,140) 8,140 -
(1,255,543) (1,255,543)
18,612,711 66,626,174 95,505 4,146,904 (38,087,192) 32,781,391




ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Consolidated statements of mineral properties
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(Canadian dollars) (unaudited)

Cumulative,
since Inception
(March 6, 1985) to

30-Jun-07
$

TORNGAT Diamond Property

Balance, beginning of period -
Drilling, assays and related field work 3,514,429
Project administration and general 299,017
Costs recovered during the year (203,196)
Property costs written off (3,610,250)
Total expenditures during the period -

Balance, end of period -

Brodeur Diamond Property

Balance, beginning of period -
Drilling, assays and related field work 11,044,324
Project administration and general 434,392
Property acquisition and holding costs 1,183,200
Property costs written off (3,031,219)
Total expenditures during the period 9,630,697

Balance, end of period 9,630,697

Abitibi Gold Property

Balance, beginning of period -
Drilling, assays and related field work 1,885,185
Project administration and general 26,506
Property acquisition and holding costs 50,000
Costs recovered during the year (671,765)
Property costs written off (3,500)
Total expenditures during the period 1,286,426

Balance, end of period 1,286,426

Atlanta Gold Property

Balance, beginning of period -
Drilling, analysis, investigations and design 21,377,888
Project administration and general 3,238,712
Property acquisition and holding costs 3,238,067
Costs recovered during the year (713,514)
Total expenditures during the period 27,141,153

Balance, end of period 27,141,153

As At As At

June 30 December 31

2007 2006
$ $
2,683,505

2,760

5,925

(2,692,190)

(2,683,505)
9,452,101 11,080,554
28,213 398,105
383 23,442
150,000 150,000

- (2,200,000)

178,596 (1,628,453)
9,630,697 9,452,101
1,272,815 1,058,842
5,649 187,414
7,962 5,059
- 25,000

- (3,500)
13,611 213,973
1,286,426 1,272,815
25,421,729 23,549,988
1,585,310 1,606,147
68,114 148,772
66,000 116,822
1,719,424 1,871,741
27,141,153 25,421,729
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ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

38,058,276 38,058,276 36,146,645

These consolidated financial statements should be read in conjunction with the most recent audited annual consolidated financial statements included in the 2006 Annual Report.

Notes to the Interim Consolidated Financial Statements

(Canadian dollars) (unaudited)

1. NATURE OF OPERATIONS AND GOING CONCERN
Effective March 22, 2007, the Company's name was changed from Twin Mining Corporation to Atlanta Gold Inc. (the "Company") and the Company's outstanding common shares
were consolidated on the basis of one consolidated share for each fifteen pre-consolidated shares.

The Company's two diamond properties, located in Northern Quebec and on Baffin Island, and its gold property, located in Eastern Quebec are currently in the exploration stage.
The Atlanta Gold Property, located in Idaho, U.S.A., and which has completed its feasibility study in 2004, is in the development phase awaiting completion of the permitting
process and the beginning of mine construction. To date, the Company has not earned significant revenues and is not considered to be in operation.

The recoverability of exploration and development expenditures is dependent upon the discovery of economically recoverable reserves, the preservation of the Company’s interest
in the underlying mineral claims, the ability to obtain necessary financing, obtain government approval and attain profitable production, or alternatively, upon the Company’s ability
to dispose of its interest on an advantageous basis. Changes in future conditions could require material write-downs of the carrying amounts of deferred exploration expenditure.

As at June 30, 2007, the Company has an excess of current assets over current liabilities of $495,270 and has recorded a second quarter loss of $541,241. During the second quarter,
the Company raised proceeds of $3,134,951 from a private offering and continues to explore financing alternatives to raise capital. It is not possible to determine with any certainty, the
success or adequacy of these initiatives.

The financial statements of the Company have been prepared on the basis that the Company will continue as a going concern, which presumes that it will be able to realize its
assets and discharge its liabilities in the normal course of business. The financial statements do not include any adjustments that might be necessary if the Company is unable to
continue as a going concern. Such adjustments could be material.

2. UNAUDITED INTERIM FINANCIAL INFORMATION
These interim consolidated financial statements of the Company have been prepared by the Company in accordance with Canadian generally accepted accounting principles ("GAAP").
The consolidated financial statements do not include all the information and disclosure required by Canadian GAAP for annual financial statements. In the opinion of management,
all adjustments considered necessary for fair and consistent presentation of these interim financial statements have been included. The accounting policies and their methods of
application are consistent with those used in the December 31, 2006 consolidated financial statements, except as disclosed herein. For further information, see the Company's
consolidated financial statements and the accompanying notes included in the 2006 Annual Report. Results for the quarter ended June 30, 2007 are not necessarily an indication
of the results that may be expected for the full fiscal year ended December 31, 2007.

3. RECEIVABLES
The receivables at June 30, 2007 and 2006 are in respect of input sales tax credits arising from the second quarter of 2007 and 2006, respectively.

4. MINERAL PROPERTIES
a) Atlanta Gold Property ("Atlanta")
The Company holds a 100% interest in several patented mining lands and unpatented mining claims. In May 2007, the Company paid US$60,000 in respect of surface rights
and advance royalties for some of these lands and claims, and is expected to pay the following in the second half of 2007:
$15,000 in August 2007 to the Idaho Bureau of Land Management in respect of the annual maintenance fees on the unpatented mining claims;
$35,000 in the fourth quarter of 2007 to four lessors as annual advance royalty payments in respect of some of the patented lands plus accrued interest of
5% per year on $119,500, which will be repaid in four instalments, commencing with $25,000 payable in December 2007.

b)  Abitibi Gold Property ("Abitibi")
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ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

The Company retains an option to earn a 60% interest on mining claims pursuant to an option agreement entered into in August 2003 and a 100% interest on additional
claims staked in December 2003. The option requires that the Company make annual payments of $25,000 to Breakwater Resources Ltd. ("Breakwater") and to
undertake exploration expenditures until September 1, 2008.

In July 2005, the Company entered into an option agreement with Stellar Pacific Ventures Inc. ("Stellar"), whereby Stellar paid the Company $15,000 upon signing,
and $25,000 in respect of the 2005 annual rental payment to Breakwater. Stellar forfeited the option in May 2006.

As at June 30, 2007, the Company had made cash payments of $75,000 and incurred exploration expenditures totalling approximately $2,223,000, including $108,000
incurred by Stellar on behalf of the Company. This includes a 10% overhead component on all exploration expenditures incurred.

In February 2007, the Company paid annual renewal fees of $6,812 in respect of its own claims in the Bousquet region, adjacent to the Abitibi property.

C) Brodeur Diamond Property ("Brodeur")
On December 31, 2006, the Company wrote down the carrying value of Brodeur after allowing certain claims to lapse at the end of fiscal 2006. However, during the
first quarter of 2007, the Company has applied for a one year extension on all of its claims. In addition, it paid Helix Resources Inc. ("Helix") $150,000 pursuant to the terms
of a claims purchase agreement entered into with Helix in 2000, as amended by agreement entered into in 2005.

d) Torngat Diamond Property ("TORNGAT")
On December 31, 2006, the Company wrote off the carrying value of TORNGAT. Annual renewal fees of $5,795 (2006 and 2005 - $5,500), due to the
Quebec Ministry of Natural Resources ("QMNR"), were paid in August 2007.

5. PRIVATE OFFERING
In May 2007, the Company completed a private offering by issuing 3,722,000 common shares of the Company for gross proceeds of $3,349,800 (see notes 5 and 9 below) and paid
finders' fees of $181,008 in respect of this offering, of which $92,988 was paid to a company, one of whose officers is a director of the Company.

6. CAPITAL STOCK, WARRANTS, AND CONTRIBUTED SURPLUS
As at June 30, 2007, the Company had 18,612,711 common shares outstanding, as well as stock options to purchase 210,000 additional common shares at prices ranging
from $1.35 to $6.75 per share and warrants to purchase 372,312 additional common shares at prices ranging from $1.80 to $3.60 per share. Stock options expire between
January 2008 and December 2011. Warrants expire between July 2007 and May 2008. In July 2007, 133,444 warrants expired unexercised.

Details of the stock options, and share purchase warrants issued, exercised, forfeited and expired since January 1, 2005 are as follows:

Share purchase warrants Stock options
Weighted Fair market Weighted
average value of average
No. of shares price $ warrants $ No. of shares price $
Balance, December 31, 2004 3,136,968 3.90 3,182,866 290,000 6.90
Securities issued, for cash from private offerings 199,434 3.30 34,743 - -
Securities issued 26,667 1.80 10,821 63,333 3.00
Securities cancelled - - - (3,333) 5.85
Securities expired (100,000) 6.00 (156,583) (76,667) 6.60
Balance, December 31, 2005 3,263,069 375 3,071,847 273,333 6.00
Securities issued, for cash from private offerings 55,556 3.60 17,125 - -
Securities issued, as agents' fees (note 6(b)) 111,868 1.95 40,956 - -
Securities issued - - - 216,667 240
Securities cancelled - - - (70,000) 6.75
Securities expired (3,036,968) 3.60 (3,026,283) (56,667) 4.35

Balance, December 31, 2006 393,525 3.00 103,645 363,333 4.05



ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Securities expired
Securities cancelled
Balance, June 30, 2007

(21,212)

372,313

3.60

2.96

The weighted-average remaining contractual life of all stock options outstanding is 39 months as follows:

Expiry date

January 17, 2008
January 29, 2008
February 5, 2008
August 19, 2008
November 13, 2008
November 24, 2009
February 11, 2010
June 30, 2010
February 13, 2011
June 28, 2011
September 28, 2011
November 6, 2011
December 11, 2011

7. STOCK BASED COMPENSATION
The Company issues stock options from time to time to its employees, officers, directors and consultants to the Company. During the first half of 2007, there were no options
granted, resulting in no charge taken to stock-based compensation expense for the first half of 2007.

The fair value of common share purchase warrants ("Warrants") is charged directly to shareholders' equity against the corresponding share capital issued. The Company has not

issued any Warrants in 2007.

(8,140) (60,000)
- (93,333)
95,505 210,000

No. of shares

8.83
3.16
2.99

Exercise price $

6,667
3,333
3,333
3,333
16,667
26,667
20,000
6,667
26,667
10,000
50,000
26,666
10,000

210,000

6.75
6.00
6.00
5.25
5.85
4.28
3.30
2.70
2.85
1.80
1.65
1.50
1.35

Options and warrants that are exercised are recorded as share capital in the year that they are exercised and those that expire unexercised are recorded as contributed surplus.
The fair value of the Warrants that expired unexercised in July 2007 is $23,247.

8. SEGMENTED INFORMATION
The Company operates in two geographical segments: Canada and United States. Corporate administrative activities are carried out from Canada.

The comparative interest and other income and loss incurred for the six months ended June 30, 2007 and 2006, and the assets identifiable to those segments as at the most recent

annual fiscal year ended are as follows:

Six months ended June 30, 2007
Interest and other income
Loss for the period
Identifiable assets

Balance, December 31, 2006
Identifiable assets

Canada
$

20,855

656,920
12,474,646

12,667,868

USA

598,623
27,659,343

25,741,735

Total
$

20,855

1,255,543
40,133,989

38,409,603
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ATLANTA GOLD INC.

(formerly Twin Mining Corporation)
(a development stage company)

Six months ended June 30, 2006

Interest and other income 10,048 - 10,048
Loss for the period 771,951 17,428 789,379
9. Related party transactions
Included in the current liabilities is $138,956 due to two officers and two former directors of the Company, consisting of:
$61,642 note payable and accrued interest due to a former director of the Company, bearing interest at 5% per annum; and
$77,314 accrued fees and expenses due to two officers of the Company.

During the second quarter of 2007, consulting fees of $76,400 were paid to two officers, interest expense of $5,709 was paid to two former directors of the Company, the Company repaid
$125,000 of a demand note of $428,012 due to a former director and officer of the Company, and paid $303,012 into trust pending resolution of outstanding claims between the parties.

10. CONTINGENCIES AND COMMITMENTS
On May 25, 2005, the Idaho Conservation League (“ICL") filed a complaint alleging that the Company's wholly-owned subsidiary in the United States, Atlanta Gold Corporation
("Atlanta Gold") was in violation of the United States Clean Water Act by allowing drainage from a historic underground mine adit to discharge into a local creek. The U.S. Environmental
Protection Agency ("EPA") and the U.S Forest Service ("USFS") have indicated satisfaction with the initiatives taken to date by Atlanta Gold. including commencement in May 2005
of the installation of water treatment facilities (WTF) for this historic mine drainage. On December 8, 2005, an out-of court settlement on the complaint was approved by the federal
district court, which confirmed Atlanta Gold's requirement to complete construction of the WTF by December 1 2005, and required Atlanta Gold to create a fund of US$25,000
to be used for additional environmental projects benefiting water quality in the area and to pay $6,000 towards ICL's legal fees. In January 2006, the Company paid US$31,000
project fund and the legal fees of ICL. In 2006, the Company installed two water treatment ponds at the 900 Adit projects, and undertook additional modifications, including reinstalling
aliner in one of the two ponds, as requested by ICL. During the first half of 2007, the Company installed an erosion control system to prevent any sediment from reaching the local creek
at the bottom, installed an 8-foot elk fence to prevent wildlife ingress, and acquired piping to connect six historic adits to the WTF, incurring costs of almost US$145,000 in respect of
the ICL claim (2006 - $426,000). The Plan of Study in respect of the WTF project has been submitted to the USFS for review.

In September 2006, an equipment supplier brought an action against the Company seeking damages of approximately $970,000. The Company filed a statement of defence
in October 2006.

After incurring almost $36,000 in qualifying exploration expenditures in Canada ("CEE") during the first half of 2007, the Company is committed to incur almost $138,000 by
December 31, 2007.

The Company has operating lease commitments in respect of its head office space and office equipment until January 2010 as follows:

2007 $ 35,932
2008 $ 73,750
2009 $ 73,750
2010 $ 2,198

11. COMPARATIVE FIGURES
Certain comparative figures may have been reclassified to conform with the presentation adopted in the current period.



M anagement Discussion and Analysis

This discussion and analysis of financial position and results of operations of Atlanta Gold Inc. (formerly
Twin Mining Corporation) (the “ Company") and its subsidiaries for the second quarter and the six months
ended June 30, 2007 has been prepared as of August 10, 2007. The discussion below should be read in
conjunction with the unaudited interim consolidated financial statements of the Company and the notes thereto
for the three and six months ended June 30, 2007 and the audited consolidated financial statements of the
Company for the year ended December 31, 2006. The Company’s consolidated financial statements have
been prepared in accordance with Canadian generally accepted accounting principles. All amounts in
financial tables, except per share amounts, are expressed in thousands of Canadian or U.S dollars unless
otherwise indicated.

Additional information relating to the Company, including the Company’s most recent Annual Information
Form, are filed with securities regulatory authorities in Canada and are available on SEDAR at
www.sedar.com

Cautionary Statement on Forward Looking I nformation

This document includes “forward-1ooking information” and “forward-looking statements’, within the meaning
of applicable securities legidation. All statements other than statements of historical fact are forward-looking
statements. Forward-looking information and statements are based on assumptions, estimates, analysis and
opinions of management made in light of its experience and its perception of trends, current conditions and
expected developments, as well as other factors which the Company believes to be relevant and reasonable in
the circumstances.

Forward-looking information and statements are frequently identified by the use of words such as “may”,
“will”, “could”, “believe’, “intend”, “expect”, “seek”, “anticipate’, “plan”, “continue’, “estimate’, “predict”,
“potential” and similar terminology suggesting outcomes or statements regarding an outlook.
Forward-looking information and statements involve known and unknown risks, uncertainties and other
factors which may cause actua events and the Company’s actual results to differ materially from those
predicted, expressed or implied by the forward-looking information and statements and readers are cautioned
not to unduly rely on such forward-looking information and statements. Such risks and uncertainties include,
but are not limited to, risks associated with the mining industry (including operational risks in exploration,
development and production; delays or changes in plans with respect to exploration or development projects or
capital expenditures; the uncertainty of reserve and resource estimates, the uncertainty of estimates and
projections in relation to production, costs and expenses; the uncertainty surrounding the ability of the
Company to obtain al permits, consents or authorizations required for its operations and activities; and health,
safety and environmental risks), the risk of resource prices and foreign exchange rate fluctuations, the
Company’s limited financia resources and its ability to fund the capital and operating expenses necessary to
achieve its business objectives.  Further information on the risks and uncertainties is described herein under
“Uncertainties and Risk Factors’ and in the Company’s Annual Information Form under “Risk Factors’.

Readers are cautioned that the foregoing list of risks, uncertainties and other factors is not exhaustive. The
Company undertakes no obligation to update publicly or revise any forwardlooking information and
statements or the foregoing list of factors, whether as a result of new information, future events or otherwise,
except as may be required under applicable securities laws.



Overview

The Company’ s principal strategic focus is to advance its Atlanta gold property (“Atlanta’) near Atlanta,
Idaho towards mine development and production. The Feasibility Study completed for Atlanta in November
2004, as amended in April 2005 by Behre, Dolbear & Company (U.S.A.), Inc. (the “2005 Feasibility Study”)
concluded that at a gold price of US$350 and a silver price of US$6 per ounce, economics would be positive
for open-pit, heap-leach mining of the approximately 525,000 ounces of gold contained in the Monarch and
Idaho conceptua pits. The 2005 Feasibility Study also concluded that Atlanta has excellent upside potential to
increase both the quantity and grade of contained gold mineralization. During the second quarter of 2007, the
Company sought to update reserve and resource estimates and the economic potential of Atlanta by
commissioning an independent Nationa Instrument 43-101 (“NI 43-101") compliant technical report on
Atlanta (the “ 2007 Report”).

In addition to the potentia for an open-pit heap-leach mining operation, the Company is also looking carefully
at the possibility of a combined openpit and underground mining operation. If additional work can define
selectively mineable high-grade gold ore bodies, then underground mining and gravity and flotation recovery
would offer increased recovery rates, significant advantages in dealing with permitting issues and facilitate
moving Atlanta more quickly towards production. This combined openpit heap-leach and underground
operation would have the potentia for a longer production life, enabling underground development work to
maintain pace with the open pit mine. The underground operation would involve minimal surface disturbance,
clean processing of ore and utilization of relatively small amounts of water. The reduced environmental impact
and footprint of the project would result in a lower planned closure cost and a lower total cost over its life
cycle, thereby extending the social and economic benefits of the project.

The expeditious review and approval of Atlantawould greatly facilitate project progress, which, in turn, would
benefit ElImore County, Idaho and its constituents by providing economic benefits in a more timely fashion.

While environmental and permitting activities are in progress, the Company pans to move forward with
surface drilling and underground exploration programs to test the potential for a significant increase in
reserves. We hope that these programs will further expand reserves and resources and in doing so, create
additional value for al stakeholders including our shareholders.

Highlights from Operations include the following:

The 2007 Report which was completed at the end of the second quarter contemplated a redesign of the
conceptual open-pit heap-leach operation employing a gold price of US$550, a silver price of US$10 per
ounce and increases in projected operating costs which have occurred since completion of the 2005 Feasibility
Study. Based on the 2007 Report, Proven and Probable gold and silver reserves at Atlanta increased from
those previoudy reported in the 2005 Feasibility Study by approximately 9.5 million tons containing an
additional 222,000 equivalent ounces of gold, a 42.3% increase in recoverable gold from 525,000 to 747,000
equivalent ounces of gold. This suggests hat the projected mine life a Atlanta will extend to 9.3 years
compared to the 2005 Feasibility Study’s projected mine life of 5.5 years, assuming production at the rate of
approximately 2.5 million tons per year.

The independently calculated after-tax ret present value of US$42.9 million and after-tax rate of return of
85.25% for Atlanta, as previoudly reported in Twin's 2006 annual report, do not take into account the
increases in reserve and resource estimates per the 2007 Report, increased recovery rates which would result
from a combined open-pit and underground mining operation, or the upside potential from the Company’s
planned surface and underground exploration programs.

In June 2007, the Company commenced a surface exploration drilling program wsing an environmentally-
friendly diamond drill rig on a portion of Atlanta comprised of patented claims. This program is to explore
targets with the potentia to increase gold resources within open pit depths. Purchase, mobilization and set up
of the diamond drill and support equipment occupied the month of May. Training of the drill crew occupied
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most of June. Problems of lost circulation, doughing, caving, open cavities and faulting which were
encountered in the initial stages of the drilling suggest a very deep level of weathering within the fracture
zones.  The initia drill holes were located near the highest point on Atlanta mountain, where deep
weathering is likely pervasive. As the drilling program progresses, planned drill holes are at lower elevations
on the mountain. We expect that these upcoming drill holes will penetrate more competent rock, with fewer
drilling difficulties. Two core holes were completed by June 30th, and assay results are till pending. The
drilling program on the patented claims will include another 37 holes, and extend until winter.

During the second quarter of 2007, significant upgrades were made to the Water Treatment Facility (*“WTF
#1") at the historic 900 Adit. These included re-contouring the site, erosion control measures, and installation
of 8foot elk fencing to prevent access by wildlife. Purchase orders were issued for piping to connect 6
additional historic adits to WTF #1 which continues to successfully achieve targeted arsenic removal from the
discharge from the historic 900 Adit.

Throughout 2005 and 2006, Atlanta operations were under-staffed. Many of the Environmental Permitting
projects, and the engineering tasks related to project development, were implemented by outside consultants.
When additional financing became available in the second quarter of 2007, the Company made recruitment of
additional staff for development and eventual production at Atlanta a high priority. Total employment at
Atlantarose from 4 at the end of the first quarter, to 12 at the end of the second quarter, resulting in significant
improvements in productivity. Further increases in productivity are expected in the second half of 2007 as
new employees become fully trained. The development of the Atlanta mine in 2009 will re-establish gold
mining as a major employer in ElImore County, 1daho. With the expected development of the Atlanta deposit
in 2009, the number of employees is expected to grow to approximately 300.

A Storm Water Pollution Prevention Plan (“SWPPP”’) was prepared in the second quarter of 2007 to identify
potential sources of sediments that could affect the quality of storm water discharges associated with
exploration activities. The SWPPP is intended to ensure that processes are implemented to minimize and
control sediments in storm water discharges related to on site activities at Atlanta.

Effective March 22, 2007, the Company completed the consolidation of its common shares on the basis of one
consolidated common share for each fifteen pre-consolidation common shares and changed its name from
Twin Mining Corporation to Atlanta Gold Inc.

Overview of Financial Results

Equity Financing

In May 2007, the Company completed a private placement offering of 3,722,000 common shares at a price of
$0.90 per share for aggregate gross proceeds of $3,349,800. Share issue costs of $215,000 were incurred in
connection with the offering, including agent’ s fees of $181,000. The Company will use the net proceeds from
the offering to explore Atlanta and for working capital purposes.

Liquidity and Capital Resources
Cash as at June 30, 2007 was $1,529,000 compared to $1,685,000 as at December 31, 2006. Working capital
as at June 30, 2007 was $495,000 compared to $120,000 as at December 31, 2006.

The decrease in cash was $156,000 for the six months ended June 30, 2007 compared to a decrease in cash of
$2,934,000 for the comparative period ended June 30, 2006. Cash used in operations for the first half of 2007
was $1,183,000 compared to $1,986,000 for the comparative six months ended June 30, 2006, with the higher
2006 expenditures reflecting significant payments to suppliers in respect of services provided in prior periods.
Cash generated from financing activities was $3,135,000 for the first half of 2007 compared to $355,000 for
the comparative six months ended June 30, 2006. Cash used in respect of the Company’s minera properties
increased by 44% in the first half of 2007 to $1,876,000, compared to $1,299,000 for the six months ended
June 30, 2006. These are summarized below.



(Canadian dollarsin 000's)

Quarter Ended
June 30, 2007 June 30, 2006

Investing activity
Fixed asset additions 232 4
Mineral property expenditures:
Atlanta gold 1,684 A4
Brodeur diamond 178 353
Other Canadian properties 14 2

1,876 1,299

2,108 1,303
Financing activity (3,135 (355)
Operating activity 1,183 1,986
Total 156 2,034

Additional funds will be required by the Company to carry out al of its programs planned for the second half
of 2007. There is no assurance that sufficient funding will be available on atimely basis on terms acceptable to
the Company. Delays in obtaining adequate additional funding may result in the postponement or termination
of planned programs.

Equity

As at June 30, 2007, the Company had 18,612,711 common shares outstanding, compared to December 31,
2006, when the Company had 14,890,711 (pre-consolidated 223,360,501) common shares outstanding.
Shareholders’ equity as at June 30, 2007 increased to $66,626,174 from $63,500,087 as at December 31, 2006,
reflecting completion of the equity financing during the second quarter of 2007 in which the Company issued
3,722,000 common shares. The Company issued 192,593 common shares during the same period in 2006 in
satisfaction of outstanding debt owed to two directors of the Company and in respect of a private placement
offering of flow-through common shares. Share issue costs of $215,000 were incurred during the first half of
2007, compared with costs of $115,000 incurred during the same period in 2006.

As at June 30, 2007, the Company had a total of 372,312 (December 31, 2006 — 393,525) share purchase
warrants outstanding with a weighted average exercise price of $2.96 (December 31, 2006 - $3.00) per share
and a weighted average life of 3 months (December 31, 2006 — 9 months). An aggregate of 21,212 (pre-
consolidated — 318,181) stock purchase warrants expired during the first half of 2007, and another 133,444
stock purchase warrants expired in July 2007.

Stock options of 210,000 (December 31, 2006 - 363,333) were autstanding as at June 30, 2007, and have a
weighted average exercise price of $2.99 per share (December 31, 2006 - $4.05 share) and a weighted average
term of exercise of 39 months (December 31, 2006 — 37 months). An aggregate of 153,333, (pre-consolidated
— 2,300,000) stock options expired unexercised during the first half of 2007.

General and Administrative Expenses

Corporate overhead expenses were $670,000 for the first half of 2007 compared to $804,000 for the same
period in 2006. The decrease reflects lower salaries and consulting fees in 2007 and al so reflects that no stock-
based compensation was issued during the first half of 2007. These declines were partialy offset by additional
professiona fees, investor relations fees and administrative and office expenses incurred by the Company
during the first half of 2007.
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A provision for future income taxes of $600,000 was recorded in the first half of 2007 compared to nil for the
same period in 2006. In 2006, the future income tax provision was recorded at the end of the fiscal year when
estimates became available.

Capital Expenditures
Atlanta:

Expenditures during the second quarter of 2007 of $1,075,000 included the following: &) $384,000 incurred to
purchase and set up diamond drilling and support equipment, drill two surface exploration holes, and provide
surveying and permit support for the exploration drilling program; b) $62,000 to prepare a NI 43-101
compliant technical report and a Conceptual Design Study proposing parallel mining (opentpit and
underground) and processing (heap-leach and mill) systems for Atlanta, and for piping that will connect six
historic adits to the first water treatment facility (“WTF#1") at the 900-level higtoric Adit; ¢) $266,000 in
respect of permitting and work on baseline environmental studies; d) $66,000 in carrying costs to maintain the
clamsin good standing; and €) $297,000 incurred in office costs, including $222,000 for payroll and benefits.

In comparison, expenditures of $536,000 were incurred in the second quarter of 2006, when work was focused
predominantly on the “Revised Supplement to the Plan of Operation” (“Revised SPOO”) submitted to the
Boise Nationa Forest, which had determined that the Revised SPOO contained sufficient detail to continue
further environmental analysis of the proposed mine at Atlanta.

Brodeur:
Expenditures during the second quarter of 2007 of $19,000 were primarily in respect of filing fees pad to
Indian and Northern Affairs Canada (“INAC”) in respect of the assessment work submitted in 2003, and
amended in November 2005. This compares to the $99,000 incurred during the same period in 2006 in respect
of filing assessment fees with INAC plus payments in respect of a NI 43-101 technical report prepared in
respect of the Brodeur diamond project. The Company has recovered a total of approximately 51.1 carats of
diamonds from the Freightrain kimberlite in 2001 and 2002 from 12 samples weighing a total of 248.4 tonnes.

Abitibi:
The Company holds an option obtained in August 2003 to acquire a minimum 60% interest in 62 claims from
Breakwater Resources Ltd. (“Breaskwater”), and holds a 100% interest in 13 Bousguet claims covering 20.3
sguare kilometres (5,018 acres), located adjacent to the Breakwater claims.

In the second quarter of 2007, the Company incurred minimal exploration expenditures on Abitibi, as its
consultants reviewed results of the 1,500-metre drilling program completed on the Normar claim block in
December 2006 and determined priority exploration targets for future exploration programs. During the same
period in 2006, the holder of an option granted by the Company declined to exercise its option. This resulted
in field work not being planned and undertaken by the Company until the end of 2006.

Torngat:
Torngat has been on care and maintenance since 2003 and the remaining book va ue of $2,692,000 was written

off in December 2006 to comply with CICA Accounting Guideline No. 11 (AcG 11). The Company has
incurred sufficient expenditures to keep its permit and claims in good standing until 2009. The Company has
recovered approximately 17.1 carats of diamonds in 2000 from 12 samples weighing a total of 343.01 tonnes.

Layuh:
The Company’s Layuh gold property in Kalimantan, Indonesia (“Layuh”) had been on care and maintenance

snce 1999. The Company wrote-off Layuh's carrying value in 2004.

Contingenciesand Commitments
All amounts in this section are expressed in thousands of Canadian dollars, except in respect of Atlanta, which are
expressed in thousands of U.S. dollars).



The Company is obligated to incur qualifying exploration expenditures in Canada (* CEE”) within 24 months
of the date of renouncement of the associated tax deductions. As at June 30, 2007, the Company is committed
to incur $138,000 in CEE by December 31, 2007 aising from flow-through share financing raised in May
2006.

The Company has made commitments in respect of its head office leases and mineral properties as follows:

(Canadian dollarsin 000's)

Years1-2 Years3-4 Beyond Year 4
Head office 110 76 -
Atlanta (1)(2) 135 105 60
Abitibi 50 - -
Brodeur (3) 150 150 150

1.  Pursuant to an amendment to one of the Atlanta leasepurchase option agreements a final option payment of $120,000 which
was due in December 2006, will be repaid in equal installments to December 2010, and include accrued simple interest of
5% per year.

2. Pursuant to the Lease / Option to Purchase agreement with Monarch Greenback, LLC (“ Monarch” ), the Company has an
option to purchase Monarch’s surface and mineral rights on February 2, 2009 for $2,875,000.

3.  Paidto Helix Resources Inc. on January 3, 2007. Payments are to be made annually until the production of 500,000 carats
of diamonds or the termination of the existing claims purchase agreement with Helix.

By agreement dated August 29, 2003 between the Company and Breakwater, the Company has the exclusive
right and option to earn a minimum 60% interest in the Property by paying annua taxes and otherwise
maintaining the Property in good standing and by making cash payments aggregating $25,000 and by
incurring exploration expenditures aggregating $3,500,000 by September 1, 2008.

When the Company has earned a minimum 60% interest in the Property, it will have the irrevocable right to
acquire a further 10% undivided interest by making an additional cash payment of $100,000 to Breakwater.
Within six months after preparation of an independent feasibility study, the Company will have the irrevocable
right to acquire a further 10% undivided interest in the Property by making an additional cash payment of
$500,000 to Breakwater.

Upon the Company earning a 60% interest in the Property, a joint venture will be formed between the
Company and Breakwater and expenditures will be shared by the parties in accordance with their respective
percentage ownership interests. If a party fails to contribute its proportionate share of expenditures, then such
party’ sinterest will be diluted accordingly. If Breakwater’ s interest is reduced to or below a 10% interest, such
interest will be converted to a 1.5% net smelter return royalty interest (the “NSR”). The Company has the right
to purchase this NSR by making a cash payment of $1,500,000 to Breskwater.

Since September 1, 2004, the Company has made cash payments of $25,000 per year to Breakwater and

incurred (or had incurred on its behalf) exploration expenditures totaling approximately $2,222,000 as at June
30, 2007. This includes a 10% overhead component on all exploration expenditures including approximately
$108,000 incurred on behalf of the Company by a former option holder. As a June 30, 2007, the Company has
incurred sufficient exploration expenditures to maintain the Property in good standing until September 1,

2007. Additional cash payments totaling $50,000 and expenditures of approximately $1.3 million are required
to maintain the option through September 2008 and to earn an initial 60% interest.

Contingencies and commitments are described in Note 10 to the Company’s interim unaudited consolidated
financial statements for the six months ended June 30, 2007.



Summary of Quarterly Results

Head office expenses of $264,000 incurred during the second quarter of 2007 declined from $326,000 incurred
during the same period in 2006, reflecting primarily a decline in consulting and investor relations fees from
those incurred in respect of the Company’s consideration of a possible corporate reorganization which was not
consummated. Interest income earned in the second quarter of 2007 was higher compared to the same period
in 2006 and to the prior quarter, reflecting higher cash levels after the Company completed the equity
financing in May 2007. The strengthened Canadian dollar in recent months has also resulted in the Company
realizing a small foreign exchange gain during the second quarter of 2007, as compared to a charge of $39,000
incurred during the second quarter of 2006.

The following table discloses certain financia data for the eight most recently completed quarters, expressed
in thousands of Canadian dollars (except per share data - basic and fully diluted):

Total General and
Quarter ended Revenue Administrative Net Loss L oss per Share
5 Expenses (©) 4)
June 30, 2007 - 264 541(1) 0.03
March 31, 2007 - 406 714 (1) 0.04
December 31, 2006 - 276 4,240 (1) 0.33
September 30, 2006 - 612 586 (2) 0.05
June 30, 2006 - 326 364 (2) 0.03
March 31, 2006 - 479 425 (2) 0.04
December 31, 2005 - 9% 876 (1) 0.09
September 30, 2005 - 266 38(2) 0.00

1. Includeswrite down of mineral property costs of $4,895 taken in the fourth quarter of 2006, $800 taken in the fourth quarter
of 2005, and a provision for future income tax liability of $237 taken in the fourth quarter of 2005, $307 taken in the first
quarter of 2007, and $293 taken in the second quarter of 2007.

2. Includes stock based compensation expense of $16 incurred in the fourth quarter of 2006, $38 incurred in the third quarter
of 2006; $7 incurred in the second quarter of 2006, $152 incurred in the first quarter of 2006 and $3 incurred in the third
quarter of 2005.

3. The Company has not incurred any losses arising from discontinued operations or extraordinary items in the last eight
quarters

4. Loss per share adjusted to reflect share consolidation on a basis on one consolidated share for ifteen pre-consolidation
shares.

5. Sncethe Company is a devel opment-stage company, it does not generate any revenue.

The Company presently operates in two countries, Canada and the United States. Corporate administrative
activities are carried out in Canada. The Company has an interest in four mineral properties. Two are gold
properties and two are diamond properties. The Company’s activities to date during 2007 have focused on its
Atlanta gold project.

Exploration work, particularly at the Company’s diamond properties, is significantly affected by the weather
and light conditions that prevail in the Canadian Arctic in the fall and winter seasons. The level of the
Company’s activities at the Atlanta and Abitibi gold properties are also somewhat impacted by winter weather
conditions. These factors result in lower overal levels of activity on the Company’s properties during these
seasons. However, as Atlanta advances toward the production stage and permanent facilities are constructed,
the impact of adverse weather conditionswill be reduced.

The Company regularly assesses whether any impairment has occurred in the carrying value of its minera
properties. If such impairment has occurred, a write-down is charged in the period that the impairment took
place. During the first haf of 2007, the Company has determined that no impairment in the carrying value of
any of its mining properties had occurred.



Outlook

Surface and Underground Exploration at Atlanta

With a view to expanding the reserves and resources at Atlanta, exploration of Atlanta continues to be a
primary focus of the Company in 2007. Most recently, a planned 39-drill hole program expected to total
12,800 feet of core commenced in June 2007, probing areas along and near the Atlanta Shear Zone. In order
to increase the drilling rate, it is intended that a second drill team will be hired. The drilling focus in the third
quarter of 2007 will be at the East Extension of the Monarch Pit, and on the Minerva claims, south of the
Idaho Pit.

The drilling exploration work will entail the use of a small skid-mounted Hagby 1000-3 drill rig with a 4x4
support vehicle. The Hagby drill is designed for low impact surface drilling in environmentally sensitive aress,
and for underground drilling in tight spaces. Impacts from this small drilling rig equipment are expected to be
minimal. During the third quarter of 2007, the diamond drill will be supplemented with areverse circulation
(“RC") drill, which will achieve more rapid exploration resultsin specific target aress.

Subject to the availability of financing, the planned exploration programs for the remainder of 2007 and in
2008 will help to identify the presence or absence of additional ore deposits. The drilling programs will
facilitate development of future mine plans and more comprehensive modeling of hydrogeologica conditions
and mineralization. Existing exploration access routes will be used wherever possible and the Company will
construct new minimum-impact roads in the project area to facilitate exploration operations. Prior to
constructing a new road, the location will be flagged, ground conditions evaluated and erosion control
practices will be specified.

Subject to the availability of financing, an underground exploration program at Atlanta will be initiated by
construction of the East Porta which is expected to commence late in the third quarter of 2007. The
objectives of the underground exploration of the Atlanta deposit are to test the down-dip projection of ore
shoots at Atlanta and search for high-grade feeders below the Shear zone which were feeders to the historically
mined ore shoots. This underground program would utilize the Company’s Hagby diamond drill that it
presently has on site and only bring in such additional equipment necessary to efficiently complete the
program. The Company expects to break ground to construct the portal in the fourth quarter of 2007 and to
initiate excavation of the 1,600-foot long East Exploration Decline in the first quarter of 2008.

The East Exploration Decline will be 10 feet wide and 13 feet high. It will be driven parallel to the Atlanta
Shear, about 100 feet south of the Shear, to keep the decline in structurally sound granodiorite rock. The
decline will descend at a 15% dope (15 feet down for every 100 foot advance). Drilling from the first
underground station will commence when the decline has advanced 400 feet. Thisinitial drilling will probe the
Shear zone, to evauate rock mechanics, and to precisely locate the Shear zone in cross-section. Several cross-
cuts are planned along the length of the decline. These cross-cuts will be driven northwards across the Shear
zone and 25 feet beyond. The cross-cuts will provide valuable bulk ore samples, of varying grades and rock
character, for metalurgical testing and allow evaluation of underground mining methods that would be
environmentally and technically sound.

Environmental | mprovements and Permitting at Atlanta

The Atlanta environmental team and its consultants are developing a new Supplementary Plan of Operations
(“SPOQ”), outlining the new project components and their locations. The 2007 SPOO will be based on a gold
price of US$550 per ounce which projects to a longer life project with larger reserves than previoudy
contemplated in the September 2006 SPOO which was based on a gold price of US$350 per ounce. Significant
changes to the new project development plan include the potential for underground mining, revised open pit
designs, revised waste dump designs and sites, and on/off leach pads. This new SPOO is expected to be
ddlivered to permitting agencies during the second half of 2007.
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The Company’s environmental team will closely monitor surface drilling programs. Company staff and
equipment will be used to conduct exploration drilling and drilling crews will use severa types of non-toxic
synthetic polymer or bentonitic mud products for drilling lubricants. Material Safety Data Sheet (‘M SDS’)
information will be available for al products used on site and this information will be provided to the U.S.
Forest Service ("USFS’) on request. Plastic or stedl tanks will be used to store or hold mixed drill fluids and
for storage of make up water at the drill site. Water tanks may also be used at drill sites.

Upon completion of surface drilling, al holes will be filled with a bentonite-cement mixture designed to
effectively seal and stabilize down hole conditions. At the surface, each hole will be capped with a cement
plug. Drill hole abandonment will meet or exceed State of lIdaho and USFS drill hole abandonment
requirements. The reclamation and stabilization of drill sites will be undertaken in late 2007.

Road maintenance will include erosion control practices, seeding disturbed areas, and water management
activities to prevent off-site impacts. The Company is committed to maintain on-site access roads in a stable
condition and prevent erosion impacts through use of best management practices.

In addition to the drilling on private, patented claims, the Company plans to conduct surface exploration
drilling on unpatented mine claims on USFS ground in the Atlanta project area. An exploration drilling
proposal was submitted to USFS for its approval in the first quarter of 2007.  Due to severe rangeland and
forest fires this summer and the resulting shortage of available USFS personnel, the USFS has postponed its
review and approva of the project for drilling on unpatented claims until the third quarter of 2007.

Some restrictions on general access to the project site, and on drilling activities at site, have been imposed by
USFS due to forest fires. The Company has made specia efforts to meet all USFS requests regarding fire
prevention measures, and the USFS has authorized the Company to continue its drilling program.

The next major permitting objective is to develop an Erosion Control Plan for the entire Atlanta project site, to
be undertaken during the third and fourth quarters of 2007.

Abitibi Gold Properties
The Company plans to continue exploration on the Abitibi properties either directly or in conjunction with
potential joint venture partners.

Brodeur and Torngat Diamond Properties
The Company continues to investigate aternatives to unlock the value of the Brodeur and Torngat diamond

properties.

Off-Balance Sheet Arrangements
The Company does not have any off-balance sheet arrangements.

Transactionswith Related Parties

Current liabilities owing as at June 30, 2007, includes $139,000 due a former director and two current officers
of the Company, including $60,000 for a demand loan and accrued interest payable to a former director and
$77,000 due to two officers of the Company. During the second quarter of 2007, consulting fees of $76,400
were paid to two officers and interest expense of $5,709 was paid to two former directors of the Company in
respect of outstanding loans made to the Company. The Company repaid $125,000 of an outstanding demand
loan made by a former director and officer of the Company and paid $303,012 into a trust account pending
resolution of certain outstanding claims between the parties. During the quarter ended June 30, 2006, the
Company retired demand loans made by two other directors in the aggregate amount of $220,000 by issuing
1,222,222 (pre-consolidated) common shares of the Company, leaving demand loans payable as at June 30,
2006 totalling $484,000. In addition, as at June 30, 2006, $191,000 in respect of accrued payables, and unpaid
salaries and benefits were owed to two officers of the Company, which were subsequently paid. Interest
expense of $6,000 was paid to two former directors in respect of their demand loans, similar to the interest
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incurred during the same period in 2006. The demand loans are unsecured and bear interest at 5% per year.
During the second quarter of 2007, the Company incurred $76,000 in consulting fees to two officers of the
Company, compared to nil incurred during the same period in 2006.

Changes to Significant Accounting Palicies
During the second quarter of 2007, there were no changes to significant accounting policies from those
followed during the same period in 2006.

Significant Accounting Estimates

In preparing these interim financial statements, management has to make estimates and assumptions that affect
the reported amounts of assets, liabilities, revenue and expenses. Based on historical experience current
conditions and expert advice, management makes assumptions that are believed to be reasonable under the
circumstances. These estimates and assumptions form the basis for judgments about the carrying value of
assets and liabilities and reported amounts for revenues and expenses. Different assumptions would result in
different estimates, and actual results may differ from results based on these estimates. These estimates and
assumptions are also affected by management’s application of accounting policies. Critical accounting
estimates are those that materially affect the consolidated financial statements and involve a significant level
of judgment by management. Management’s critical accounting estimates apply to the assessment for the
impairment of property, plant and equipment and the valuation of other assets and liabilities such as inventory,
plant and equipment, investments, restoration and post-closure costs, accounting for income and mining taxes,
mineral reserves, contingencies and pension, stock options and warrants, and other post retirement benefits.

From time to time, the Company may be subject to lawsuits or threatened lawsuits. When management
believes that the likdlihood is that a plaintiff will be awarded damages against the Company or that a monetary
settlement will be reached, a provision is made for amounts claimed.

Critical estimates used in preparing the consolidated financial statements were unchanged during the quarter
from those applied in preparing the statements for the year ended December 31, 2006.

Changesto Internal Controls over Financial Reporting

There were no changes in the Company’s internal controls over financial reporting that occurred during the
second quarter of 2007 that have affected or which are reasonably likely to materialy affect the Company’s
internal control over financial reporting.

Share Capital

As at August 10, 2007, the Company had 18,612,711 common shares outstanding. The Company aso had
incentive stock options outstanding to purchase 210,000 common shares at prices ranging from $1.35 to $6.75
per share with terms of exercise expiring between January 2008 and December 2011. The Company aso has
warrants outstanding to purchase 238,868 common shares at prices ranging from $1.80 to $3.60 per share,
exercisable for terms expiring between September 2007 and May 2008.

Uncertainties and Risk Factors

The Company does not currently hold any interest in a mining property in production and its future success
depends upon its ability to find, develop, exploit and generate revenue from mineral deposits. Exploration and
development of mineral deposits involve significant financial risks, which even a combination of careful

evaluation, experience and knowledge may not eliminate and there can be no assurance that any of the
Company’s current projects will ultimately be developed into a profitable mining operation. A number of
factors beyond the control of the Company may affect the marketability of any diamonds, gold or any other
minerals discovered. Resource prices have fluctuated widely and are beyond the Company’s control. Revenue
and profitability will be determined by the relationship of the Company’s production costs and in respect of
diamonds, the relative quality of the diamonds extracted and in respect of gold, the recovered grade of gold, to
resource prices. The effect of these factors cannot accurately be predicted. The Company has limited financial
resources and there is no assurance that additional funding will be available to it for further exploration and
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development of its projects or to fulfill its obligations under applicable agreements. Although the Company
has been successful in the past in obtaining financing through the sale of equity securities, there can be no
assurance that the Company will be able to obtain adequate financing in the future or that the terms of such
financing will be favourable. Failure to obtain such additiona financing could result in delay or indefinite
postponement of further exploration and development of the Company’s properties with the possible dilution
or loss of such interests. The operations of the Company require licenses and permits from various
governmental authorities and while the Company currently holds all necessary licenses and permits required to
carry on its activities and believes it is complying with such licenses, permits and al applicable laws and
regulations, such licenses, permits and laws are subject to change and there can be no assurance that the
Company will in future be able to obtain al necessary licenses and permits. Furthermore, the cost of
complying with changes in governmental laws and regulations has the potentia to reduce the profitability of
future operations. The acquisition of title to mineral projects is a very detailed and time-consuming process
and dthough the Company has taken precautions to ensure that lega title and interest to its properties are
properly recorded, there can be no assurance that the interests of the Company in any of its properties may not
be chalenged or impugned. In management’s view, there has been no material change in the nature or
magnitude of any of the risks faced by the Company during the second quarter of 2007.

August 10, 2007



