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COMMANDER RESOURCES LTD.

Balance Sheets
{Not Reviewed by an Auditor)

June 30, December 31,
2004 2003
(Audited)
ASSETS
Current assets
Cash and cash equivalents $ 1259411 3§ -
Cash, exploration funds (Note 13) 733,065 1,883,328
Marketable securities (Note 3) 893,363 928,353
Accounts receivable 137,144 171,766
Due from related parties (Note 9) 6,066 35,134
Prepaid expenses (Note 4) 134,645 21,280
Bid deposits (Note 5) - 330,642
3,163,684 3,380,503
Mineral properties {Note 8) 6,758,106 5,083,785
Property, plant and equipment {Nate 7) 65,362 27,421
$ 9,987,152 § 8,471,709
LIABILITIES
Current liabilities
Cheques in excess of funds on deposit 3 -8 67,750
Accounts payable and accrued liabilities 640,646 46,300
640,846 114,050
Future income taxes 140,401 553,455
781,047 667,505
SHAREHOLDERS' EQUITY
Share capital (Note 8) 21,074,341 19,630,960
Contributed surplus 9,449 9,449
Stock-based compensation (Note 8 (d)) 643,564 149,431
Deficit (12,521,249) (11,985,636)
8,205,105 7,804,204
$ 9,987,152 % 8,471,709

Nature of operations and going concern {Note 1)
Commitment (Note 103
Subsequent Events (Note 14)

Approved by the Directors: “Kenneth E. Leigh”

“William J. Coulter”

Kenneth E. Leigh

William J. Coutter




COMMANDER RESOURCES LTD,

Statements of Operations and Deficit
(Not Reviewed by an Auditor}

For the Three Months Ended For the Six Months Ended
June 30, June 30, June 30, June 30,
2004 2003 2004 2003
Revenue
Production interest $ - $ 112,850 $ 18,250 $ 189,415
Minera) property lransactions 62,788 - 63,018 -
62,788 112,850 82,266 189.415
General and administrative expenses
Audit and accounting 13,567 9,502 28,687 21,045
Amortization 4,489 1,081 7.912 2,054
Annual report and meeting 815 8,483 7,542 9,408
Consultants 20,435 13,811 31,885 20,780
Investor relations and promotion 66,110 7,881 125,861 25,155
Legal (680) 7,104 3,218 7,675
Office and miscellaneous 22,588 7,042 44,817 22,963
Regulatory fees 2,739 5,827 11,888 8,012
Rent and storage 1902 11,367 8,548 24673
Salaries and benefits 88,955 52,830 192,157 103,307
Stock-based compensation 393,358 - 660,243 -
Telephone 3,246 1,249 4,035 2442
Transfer agent 3,447 2,637 7,608 6,277
620,971 128,814 1,034,501 253,792
Loss before the undemoted (558,183) {15,964) (952,235) (64,377}
Administration fees - 904 - 904
Investment income 9,467 8,586 17,740 19,905
Property investigation 415 (406) (172) (3,516)
Gain {loss) on sale of marketable securities - (90) {14,000) 2,764
Loss before taxes (548,301) (6,970) (948,667) (44,320}
Future income taxes 380,046 - 413,054 -
Loss for the period {168,255) (6,970) (535,613} (44,320)
Deficit, beginning of period {12,352,594) (9,386,420) (11,985,636) (9,349,070)

Deficit, end of period $ (12,621,249) $ (9,393,390) $ (12,521,249) $  (9.393,390)
Basic and diluted loss per share $ (0.01) $ (o0 {0.02) $ {0.00)
Weighted average humber of shares

outstanding 24,485,287 17,728,830 23,687,675 17,633,619




COMMANDER RESOURCES LTD.

Statements of Cash Flows
(Not Reviewed by an Auditor)

For the Three Months Ended For the Six Months Ended
June 30, June 30, June 30, June 30,
2004 2003 2004 2003
Cash provided from (used for):
Operating activities
Loss for the period $ (168,255) $ (6,970) $ (535613) 3 (44,320)
Items not involving cash:
Amortization 4,489 1,084 7.912 2,054
Gain (loss) on sale of marketable securities - 1] 14,000 {2,764)
Stock-based compensation 393,358 - 560,243 -
Future income taxes (380,046) - (413,054) -
(150,454) {5,799) (366,512) {45,030)
Net change in non-cash warking capital items
Cash, exploration funds 1,067,545 - 1,160,263 -
Accounts receivable (97.256) 17,527 34,622 161,346
Due from related parties 16,705 58,219 29,068 27,619
Prepaid expenses (22,038) 3,367 {113,385) 2,136
Bid deposits - - 330,642 -
Accounts payable and accrued liabilities 92 (20,617) 26,783 _{18,007)
814,594 52,697 1,101,501 127,064
Investing activities
Proceeds from sale of marketable securities - 89 21,000 7,165
Purchase of marketable securities - - - (39,000)
Note receivable - (1,308) - {4,366)
Mineral property acquisition and exploration
costs {1,553,593) {124,912) {1,681,521) {172,654)
Accounts payable and accrued liabilities
related to mineral properties 560,422 {7,881) 567,563 (260,995)
Purchase of equipment {17,105) (3.800) {45,853) (3,800)
(1,010,276) (137,812) (1,138.811)_ {473,650)
Financing activities
Shares issued for cash, net of issue costs 71,573 - 1,364,471 92,000
Increase (decrease) in cash and cash .
equivalents {124,109) {85,115) 1,327,161 (254,586)
Cash and cash equivalents, beginning of period 1,383,520 1,474,219 (67.750) 1,343 690
Cash and cash equivalents, end of period $ 1,259,411 $ 1,089,104 $ 1,259411 $ 1,089,104

Cash and cash equivalents is defined to include cash and cash equivalents less cheques in excess of funds on deposit.

Supplemental cash flow information (Note 12)




COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

1.

Nature of Operations and Going Concern

The Company is in the process of actively exploring and developing its mineral properties and has not
yet determined whether these properties contain mineral resources or ore reserves. The Company is
considered to be in the exploration stage.

The recoverability of amounts shown for mineral property inferests is dependent upon one or more of
the foliowing:

- the discovery of ore reserves;
- the ability of the Company to obtain financing to complete development; and
- future profitable production from the properties or proceeds from disposition.

At June 30, 2004, the Company had incurred a deficit of $12,521,249 and had working capital of
$2,523,038, which is sufficient to achieve the Company's planned business abjectives for fiscal 2004.
However, the Company may require additional financing, if the Company elects to expand it's' current
2004 exploration programs and/or property commitments (see Subsequent Events).

These financial statements have been prepared on a going concern basis, which assumes the
realization of assets and liquidation of liabilities in the normal course of business. The Company's ability
to continue as a going concern is dependent on continued financial support from its shareholders and
other related parties, the ability of the Company to raise equity financing, and the attainment of profitable
operations, external financings and further share issuances to meet the Company's liabilities as they
become payable. These financial statements do not include any adjustments to the recoverability and
classification of recorded asset amounts and classification of fiabilities that might be necessary, should
the Company be unable to continue as a going concern.

Significant Accounting Policies

(a) Use of estimates
The preparation of financial statements in conformity with Canadian generally accepted accounting
principles (*GAAP") requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results may differ from those estimates.

(b

-~

Basis of presentation

The accompanying interim financial statements have not been reviewed by an Auditor and are
prepared in accordance with GAAP in Canada with respect to the preparation of interim financial
statements. Accordingly, they do not include all of the information and disclosure required by
Canadian GAAP in the preparation of annual financial statements. The accounting policies used in
the preparation of the accompanying unaudited interim financial statements are the same as those
described in the annual financial statements and the notes thereto for the year ended December 31,
2003. In the opinion of management, all adjustments considered necessary for fair presentation
have been included in these financial statements. The interim financial statements should be read
in conjunction with the Company's financial statements including the notes thereto for the year
ended December 31, 2003.

{c

Certain comparative figures

Certain comparative figures have been reclassified to conform to the current period’s presentation.




COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

3. Marketable Securities

Marketable securities are carried at the lower of cost or quoted market value. When market value is
below cost, any unrealized loss is charged to income. During the quarter, marketable securities were
written down by $Nil. The quoted market value of marketable securities at June 30, 2004 was
$1,665,853.

Included in marketable securities are 167,647 common shares of Fjordland Exploration Inc., a company
related by virtue of a common director and 1,720,000 common shares of Diamonds North Resources
Ltd., a company related by virtue of another common director.

4. Prepaid Expenses

Included in prepaid expenses is a $96,603 loan receivable from the Company'’s drill contractor. The loan
bears interest at Bank of Montrea! prime lending rate plus 3% and is to be repaid by applying 50% of the
invoices rendered by the drill contractor against the loan until the amount is repaid. Due to the
anticipated short-term nature of the loan receivable, the Company has not classified this amount as a
separate fine item on the balance sheet. As at July 30, 2004, 55% of the loan has been repaid and it is
anticipated that full repayment will occur by the end of the next quarter.

5. Bid Deposits
In the prior fiscal year, the Company filed two applications with the Mining Recorder’s Office for

prospecting permits in Nunavut and was required to provide a cash deposit of $330,642. The Company
elected to withdraw the applications and received a refund of the deposit less the application fee.




COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

6. Mineral Properties

At June 30, 2004, the Company held mineral properties exclusively in Canada. Expenditures incurred on
the mineral properties are as follows:

Sarah Green Dewar Bravo Other
Lake . Bay Adlatok 1 Safly Qimemiq Lake Lake Properties Total

Balance a1
December 31, 2003 § 1136260 $ 599997 § 109621 § 56890 § 200385 $ 126480 § 100783 § 2640368 § 5063785

Additions during the year.
Acquisition costs: - - - - 7,143 - - 12,800 19843
Exploration oosts:
Administration - 248 - - 11695 151 - 12094
Driling - - - - 710,355 3,266 6,532 200 720,353
Geochemistry - - - - 14,406 - - - 14,406
Geology 3,650 1,054 5338 2,358 155,089 14,200 20213 12,347 214,25
Geophysics -Aibome - - . - 204137 - 68,046 28,800 300,983
Geophysics -Ground 1,000 - . - 58,219 1,257 6,700 2,359 68,535
Licences and fees - 1056 . - 45,39 32689 - 5.986 89,127
Mobiiization/demob. - - - . 246,287 1421 2768 142 250618
Permitting - . - - 2482 - . - 2482
Prospecting . - . - 4024 - 1,095 - 5119
Trenching . . . . 207 53 2640 - 2900
4,650 2,365 5,338 2358 149,297 63,037 107,934 43,834 1,681,873
Less:
Recoveries - 3,183 (2.282) - . - . (2050 (7,495}
Net additions 4,650 {798} 2,05 235% 1462440 53,007 107.994 60,584 1,694,321
Batance at
June 30, 2004 $§ 1140310 § 599193 § 112677 § 58248 § 1756825 § 179517 § 208777 $ 2700953 § 6758108

(a) Sarah Lake Joint Venture, Labrador

The Company owns a 48% interest in the Sarah Lake Joint Venture, which was formed in 19398. An
option was granted to Falconbridge Limited (“Falconbridge”) in 2001, requiring Falconbridge to incur
$4,000,000 in exploration expenditures by 2006 to earn a 50% joint venture interest. On April 16,
2004, Donner Minerals, the operator of the joint venture, informed the Company that Falconbridge
had elected to terminate the option,

{b

Green Bay, Newfoundiand

The Company holds a 100% interest in the Green Bay property. In the prior fiscal year, the
Company sold four claim blacks within the Green Bay property (minerat exploration license 4870) to
Richmont Mines Inc. {*"Richmont”) in consideration for a royalty of $25 for each ounce of goid
produced. Subsequent to the period, Richmont notified the Company that it would not be pursuing
further exploration and at the election of the Company, Richmant will return the property.

S ——————



COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
{Not Reviewed by an Auditor)

6. Mineral Properties (continued)

{c) Adlatok 1, Labrador

The Company owns a 59.5% interest in the Adlatok 1 property.

{d) Sally, Labrador

(e

The Company owns a 100% interest in the Sally property.
Qimmiqg, Nunavut

The Company has an option agreement with BHP Billiton Diamonds Inc. (“BHP Billiton”) to explare for
gold on 50,000 hectares of Nunavut Tunngavik Incorporated leases on Baffin island, Nunavut. Under
the option agreament, the Company may earn 50% of BHP Billiton's explaration rights by expending $4
million by 2007, 80% by expending an aggregate $10 million by 2012 and a 100% interest by
delivering a feasibility study to BHP Billiton by December 31, 2014. The aption agreement is subject to
a ficating net smelter return royalty from 1% to 3% based on gold prices, payable to BHP Billiton and a
12% royalty on net profits payable on production from the Nunavut Tunngavik Incorporated leases. lfa
mineral discovery is made, excluding gold, BHP Billiton may exercise a back-in option on the
mineral discovery allowing BHP Billiton to re-acquire up to an aggregate of a 75% interest for a
period of up to ten years after the Company has earned a 100% interest in the property.

Dewar Lake, Nunavut

The Company has an option agreement with BHP Billiton Diamonds Inc. (“BHP Billiton”) to explore for
gold on sixteen Nunavut Exploration Permits covering just under 400,000 hectares on Baffin Isfand,
Nunavut. Under the option agreement, the Company may eam a 100% interest in BRP Billiton’s
exploration rights and interest by incuriing $200,000 in expenditures on the property by December 31,
2005. The option agreement is subject to a floating net smelter return royalty from 1% to 3% based on
gold prices, payable to BHP Billiton. if a mineral discovery is made, excluding gold, BHP Billiton may
exercise a back-in option on the mineral discovery allowing BHP Billiton to re-acquire up to an
aggregate of a 75% interest for a period of up to ten years after the Company has earned a 100%
interest in the property.

(g) Bravo Lake, Nunavut

The Company has an option agreement with Falconbridge Limited (“Falconbridge”) to explore for gold,
diamonds and other metals on twelve Nunavut Exploration Permits covering over 720,000 acres all on
Baffin Island, Nunavut. These Falconbridge permits adjoin the BHP Billiton properties optioned in June.
The Company may earn a 100% interest in Faiconbridge’s exploration rights and interest on Baffin
isfand by incurring $8 million of exploration expenditures on the property by 2011,

If a nicke! andfor base metal mineral discovery is made, Falconbridge can exercise a back-in option on
the mineral discovery allowing Falconbridge to re-acquire up to an aggregate of a 75% interest. If a
diamond resource discovery is made, Falconbridge may exercise a back-in oplion on the mineral
discovery allowing Falconbridge to re-acquire up to an aggregate of a 50% interest.

The option agreement is subject to the following royalties payable to Falconbridge:

on gold, a sliding scale net smelter return royalty from 1% to 3% based on gold prices;
on nickel production, a 2% net smelter return royalty;

on diamonds, a 2% gross overriding royaity; and

on base metal production, a 1.5% net smelter return royalty.




COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

6. Mineral Properties (continued)
{h) Big Hill, Newfoundland

In February 2004, the Company completed an option agreement with Black Bart Prospecting Inc.
whereby the Company may acquire a 100% interest in the Big Hill property, consisting of four claims
in the Baie Verte Electoral District, Newfoundland. Under the terms of the agreement, the Company
paid $7,000 in cash, issue an aggregate of 200,000 common shares aver four years (20,000 shares
issued and see Subsequent Events) and expend a total of $480,000 in exploration expenses on the
property over four years. The option is subject to a 2.5% net smelter return royalty with a 1.5% buy
back provision.

{i

=

Other Properties

The Company owns several other properties in Canada in which it holds interests ranging from 30%
to 100%. The Company has granted options on some of these properties, The carrying values of
those properties included under Other Properties at June 30, 2004 are as follaws:

2004

British Columbia

Abe & Pal $ 26,645

Tam 60,024
New Brunswick

Rio 855,962

Stewart 426,620
Nunavut

Talik 26,358
Newfoundiand and Labrador

Big Hill 48,597

Sadie 1,362
Ontario

Dorothy 55,491

Matheson 14,213

McVean 8,558

Sabin 83,753
Quebec

Despinassy* 104,920
Yukon

Olympic, Rob 988,123

Rein 329

$ 2,700,953

*On April 26, 2004, the Company reported that Cameco Corporation ("*Cameca”), the Company's
Joint Venture Partner an the Despinassy, Quebec Project, entered into an Agreement with Alto
Ventures Ltd. (Alto ventures”) for Cameco's 70% interest in the Project, The Company waived it's
right of first refusal under the Joint Venture in consideration for the following:

* 100,000 common shares of Alta Ventures at a deemed price of $0.10 per share;

» Alto Ventures shall carry the Company's 30% Joint Venture obligations to a maximum of
$150,000; and .

« the Company retains the right of first refusal under the Joint Venture should Alto Ventures
withdraw the Agreement with Cameco.

S ——



COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
{Not Reviewed by an Auditor)

7. Propetty, Plant and Equipment

Accumulated Net Book

Cost Amortization Value

Furniture and fixtures $ 55,074 $ 46,567 $ 8,507
Computer equipment 118,886 88,165 30,731
Leasehold improvements 28,293 2,169 26,124

$ 2022583 3 136,891 $ 65,362

8. Share Capital
{a) Authorized:
100,000,000 common shares without par value.

(b) Issued and outstanding common shares

Number of
Shares Amount

Balance, December 31, 2003 21,623,730 $ 18,630,960
Issued for cash:

Exercise of warrants 2,426,888 1,232,988
issued for cash and other consideration;

Exercise of options, for cash 588,165 131,483

Exercise of options, stock-based compensation 66,110

For mineral property . 20,000 12,800
Balance, June 30, 2004 24,658,783 $ 21,074,341

(c) Stock Options

Options to purchase common shares have been granted to directors, employees and consultants at
exercise prices determined by reference to the market value on the date of the grant. Under the
Company’s Stock Option Plan, the Company may grant options for the purchase of up to 4,847,623
common shares. Vesting of options is made at the discretion of the board of directors at the time the
options are granted. At June 30, 2004, the Company had stock options outstanding for the purchase
of 2,656 667 common shares with an ayerage remaining contractual life of 4.22 years, of which
2,146,667 stock optians are exercisable at June 30, 2004.

Weighted Average

Shares Exercise Price
Outstanding at December 31, 2003 1,676,832 $0.22
Granted 1,568,000 $0.55
Exercised (588,165) $0.21

Qutstanding at June 30, 2004 2,656,667 $0.42




COMMANDER RESQURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

8. Share Capital {continued)

The foilowing summarizes information about stock options outstanding at June 30, 2004:

Number of
Shares . Exercise Price Expiry Date
27,665 $0.23 December 14, 2004
179,332 $0.23 September 11, 2006
50,000 $0.17 December 19, 2007
460,004 $0.20 January 23, 2008
291,666 $0.26 August 20, 2008
5,000 $0.45 September 10, 2008
75,000 $0.50 December 18, 2008
700,000 $0.53 January 21, 2009
50,000 $0.64 February 19, 2008
808,000 30.56 May 18, 2009
10,000 $0.62 May 26,2009
2,656,667

Subsequent to June 30, 2004, the Company cancelled 10,000 stock options with an exercise price of
$0.62 per share and expiry date of May 26, 2009.

(d) Stock-Based Compensation

In the fourth quarter of fiscal 2003, the Company adopted the CICA released amendments o
Section 3870, "Stock-based Compensation and Other Stock-based Payments,” which reguires an
expense to be recognized in the financial statements for all forms of employee stock-based
compensation, including stock options. Prior to the adoption, the Company disclosed the effects of
accounting for stock-based compensation only to directors and employees as compensation
expense, using the fair-vatue based method, as pro-forma information in the share capital note. In
the prior year, the pro-forma disclosed stock-based compensation expense for the six months
ended June 30, 2004 was $115,152.

The fair value of stock options used lo calculate compensation expense is estimated using the
Black-Schales Option Pricing Mode! with the following weighted average assumptions at June 30,

2004:
Risk-free interest rate 2.66%
Expected dividend yield -
Expected stock price volatility 112.77%
Expected option life in years 3.20

Option pricing models require the input of highly subjective assumptions including the expected
price volatility. Changes in the subjective input assumptions can materially affect the fair value
estimate, and therefore the existing models do not necessarily provide a reliable single measure of
the fair value of the Company’s stock options granted/vested during the period.



COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

8. Share Capital (continued)
(e) Warrants

The following summarizes information about warrants outstanding at June 30, 2004:

Qutstanding Qutstanding
Exercise at . at
Price Expiry Date December 31, Issued Exercised Expired June 30,
2003 2004
$0.505 February 28, 2004 2,388,888 - 2,388,888 - -
$0.70 December 2, 2004 1,865,000 - 38,000 . 1,827,000
$0.70 December 2, 2004 23,800 - - - 23,800
$0.70 December 10, 2004 1,635,000 - . - 1,635,000
$0.70 December 10, 2004 54,600 - - - 54,600
5,967,288 - 2,426.888 - 3,540,400

{f) Agents’ Options

The following summarizes information about Agents’ Options outstanding at June 30, 2004:

X Qutstanding Outstanding
Exercise at ! Expired at
Price Expiry Date December 31, Issued Exercised Xpis June 30,
2003 2004
$0.70 December 2, 2004 118,500 - - - 119,500
30.70 December 10, 2004 77700 - - - 77,700
157,200 - - - 197,200

8. Related Party Tra tions

In addition to the marketable securities disclosed in Note 3, the Company has the following refated party
transactions and balances:

(a) The Company shares certain administrative costs with four other companies related by virtue of
comman directors. Included in accounts receivable is an aggregate of $6,066 owed by those
companies for shared administrative expenses.

{b) The Company paid or accrued legal fees in the aggregate of $537 to a personal law corporation owned
by an officer of the Company.

10. Commitment

The Company entered into an agreement for the lease of new office premises for a six year period
expiring on June 30, 2010. The Company moved into the premises on March 1, 2004. The cost of the
entire premises is shared amongst several cornpanies in proportion to the area occupied. Some of the
companies are related by virtue of common directors. The Company's proportionate share of minimum
annual basic rental payments under this arrangement is approximately $66,000.




COMMANDER RESOURCES LTD.

Notes to Financial Statements
June 30, 2004
(Not Reviewed by an Auditor)

1.

12,

13.

14,

Segmented Information

The Company has one operating segment, mineral exploration, and all assets of the Company are
located in Canada.

Revenues for the period were derived from a production interest, which was earned in Canada.

Supplemental Cash Flow Information

Significant non-cash operating, investing and financing
activities:

Investing activities:
Shares issued for mineral property $ 12,800

Investing activities:
Stock-based compensation $ 66,110

Other cash flow information:
Interest received $ 5,716

Income Taxes

Flow-through shares are issued by a company that incurs certain resource expenditures and renounces
them for tax purposes allowing the expenditures to flow-through to the subscriber who purchased the
shares. Subscribers may in turn claim expenditures as a deduction on their personal or corporate tax
retumns.

The total amount of funds raised through the issuance of flow-through shares must be spent on qualified
mineral exploration. The proceeds of flow-through financing are restricted in use for Canadian
Exploration Expenditures (“CEE") under Canadian income Tax Legislation. The flow-through gross
proceeds less the qualified expenditures made to date, represent the funds received from flow-through
share issuances which have not been spent as at December 31, 2003 and which are held in trust for
such expenditures. As at June 30, 2004 the amount of flow-through proceeds remaining to be
expended is $733,085.

Subsequent Events

(a) On August 6, 2004, the Company completed a non-brokered private placement of 1,920,000 flow-
through common shares at $0.60 per share of which 1,620,000 flow-thraugh common shares were
issued on August 4, 2004 and 300,000 flow-through common shares were issued on August 6,
2004. Finders' fees of $54,836 were paid in cash. The shares are subject to a four month hold
period and may not be traded until December 5, 2004 and December 7, 2004 respectively.

(b) Subsequent to June 30, 2004, the Company elected to proceed with the second term of the Big Hill,
Newfoundiand option agreement and issued 40,000 common shares to Black Bart Prospecting Inc.

{c) Subsequent to June 30, 2004, the Company issued 80,000 common shares for proceeds of
$19,000 pursuant to the exercise of stock options.
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Management Discussion and Analysis
For the Six Months Ended June 30, 2004

FORM 61-102F1

Description of Business and Report Date

Commander Resources Ltd. {"the Company”) is an exploration stage company engaged in the acquisition
and exploration of prospective gold, nickel and base metal properties primarily in Canada. The Company is
cuirently focusing its exploration activities on Baffin Island and to a lesser extent on properties in Labrador,
Newfoundland, British Columbia and New Brunswick. The Company is a reporting issuer in British
Columbia and Alberta, and trades on the TSX Venture Exchange under the symbol CMD. The following
discussion and analysis of the financial position and results of operations for the Company should be read
in conjunction with the interim financial statements and the notes thereto for the six months ended June 30,
2004,

This interim Management Discussion and Analysis (‘MD&A"} is an update ta the Company's annual MD&A
for the year ended December 31, 2003. The information in this interim MDAA contains forward-looking
statements. These statements are subject to certain risks and uncertainties that could cause actual results
to differ materially from those included in the forward-looking statements. The forward-looking statements
are only made as of the date of this interim MD&A, July 30", 2004 (the “Report Date”).

Highlights for the Quarter Ended June 30, 2004

»  On April 14", a Board Resolution was passed appointing Kenneth Leigh as CEO of the Company.
William Coulter remains Chairman of the Board.

«  On April 16™, Donner Minerals notified the Company that Falconbridge was terminating its option
on the South Voisey Bay Joint Venture in which the Company has a 48% interest.

o On Aprit 26", the Company entered into an agreement with Alto Ventures Ltd. (“Alto Ventures”)
whereby the Company agreed to waive its Right of First Refusal for Cameco Corporation’s
(“Cameco”) 70% interest in the Despinassy Gold Property, Quebec. In return, Alto Ventures
agreed to provide the Company with 100,000 treasury shares of Alto Ventures and to carry the
Company's 30% interest in the Property for $150,000 in expenditures for 2 years.

»  OnMay 18" the Company reported that a strong geophysical conductor was identified on each of
the Sally and Adlatok 1 properties In Labrador.

« Exploration work commenced on the Qimmig, Bravo Lake and Dewar Lake Properties on Baffin
Isfand, Nunavut, in fate May. To June 30, 2004, approximately 2,800 line kilometres of airborne
Magnetics and ElectroMagnetics were completed on Qimmiq and portions of Bravo Lake. In
addition, selective ground geophysics and 18 diamond drill holes totalfing about 1,300 metres were
completed on Qimmiq during the period.

Management continues to seek quality partners for the Company's portfolio of copper-gold, gold and base
metal properties. Currently, the Company is in discussion with potential pariners regarding it's British
Columbia copper-gold properties and Labrador nickel properties.

Subsequent to the quarter end, on July 6, 2004, the Company reported assay resuits from the first nine drill
holes of the 2004 drill program on the Malrok Zone, Qimmiq Project, Baffin Island, Nunavut. Intersections
included 15.12 g/t Au over 3.0 metres in hole MND-04-04 and 8.41 g/t Au over 4.23 metres in hole MND-
04-05. These intersections were 110 metres and 125 metres, respectively, down-dip from the 2003 channel
samples and at depths of less than 30 metres from surface. A complete table of drill assay results may be
found under Qimmiq Exploration Results.
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The Company originatly budgeted $2,300,000 far the 2004 exploration programs on Baffin Island.
Mobilization costs for the project were higher than anticipated and additional coverage was included in the
airborne survey. Subsequent to the period, management decided to increase the program budget by
approximately $1,000,000 to cover these added costs and to allow for additional drilling on the Malrok
prospect area.

At June 30, 2004, the Company held mineral properties exclusively in Canada. Exploration activity and
expenditures incurred on the Company’s properties are tabulated and discussed in more detail below.

Sarah Green Dewar Bravo Other
Lake Bay Adlatok 1 Safly Qimmiq Lake Lake Properties Total

Balance at
December 31, 2003 $ 1136260 § 599997 § 109521 § 56890 § 233385 § 126480 $ 100783 § 2640368 § 5063785

Additons during the year:
Acquisition costs: - - - - 7443 - - 12800 19,943
Exploration costs:
Administration - 248 - . 11,695 151 - - 12,094
Driling - - - - 710,355 .26 £,532 200 720,353
Geochemistry - . - - 14,406 - - 14,406
Geology 3,650 1061 5338 2358 155,089 14,200 20213 12,347 214,256
Geophysics -Airbome - . - - 204,137 - 68,046 28,800 300,983
Geophysics -Ground 1,000 - - - 58,219 1257 8700 2,359 £9.535
Licences and fees - 1056 - - 49,3% 32,689 . 5,986 89,127
Mobilization/demob. - - - - 246,287 1421 2,768 142 250618
Permiting - - - . 2482 - - - 2482
Prospecting - - - - 4,04 - 1095 - 5119
Trenching . - . . 207 53 2540 - 2,900
4,650 2,365 5338 2,358 1.456,287 53,037 107,994 43,834 1681873
Less:
Recovefies . (3.163) (2.262) - - . . (2,050) (7.495)
Net additions 4,650 (798) 3,056 2358 1463440 53,037 107,934 60,584 1,694,321
Balance at
June 30, 2004 § 1140910 § 599159 § 112677 § 59248 § 1756825 § 179517 § 208777 § 2700953 § 6758106
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Qimmiq, Baffin tsland Nunavut

On June 18, 2003, the Company entered into an option agreement with BHP Billiton Diamonds inc. (“BHP
Billiton™) to explore for gold and base metals on Nunavut Tunngavik incorporated leases on Baffin Jsland,
Nunavut. A four month exploration program commenced in late May 2004 and is on-going. The principal
target on the property is gold mineralization hosted within a Proterozoic-age (1800 million years old) iron
formation sequence; hawever, potential also exists on the property for Broken Hill-Type Zn-Ag depaosits.
The project includes detailed geological mapping, prospecting, airborne and ground Electromagnetic (‘EM”)
and Magnetic ("Mag”) geophysical surveys to follow up known surface gold occurrences and locate new
gold and base metal prospects. A diamond drill program on two initial target areas ~ Malrok and Ridge
Lake, is a major component of the program and is on-going.

Qimmiq Exploration Program

At June 30, 2004, Suisse Diamond Drilling, the Company’s drill contractor completed about 1,400 metres of
dritling consisting of 18 drill holes at depths varying from 70 to 150 metres. Subsequent to the period, an
additionat 1,600 metres (total 3,000 metres) of drilling in 16 drill holes {total 34 drili holes) was compieted.

A 2,100 line kilometre helicopter airborne ElectroMagnetic (*EM") and Magnetic (“Mag”) geophysical survey
was flown by Fugro Airborne Survey Corp. The EM-Mag survey was flown on north-south lines spaced 150
metres apart. Two small areas of the survey block were flown on lines spaced 75 metres apart to provide
better resolution. Preliminary data from the EM-Mag survey indicates that the iron farmation can be mapped
using the data,

A ground Horizontal Loop Electromagnetic Survey (“HLEM”) geophysical survey was conducted to detail
the iron formation on the Malrok Prospect area as a guide to the drilling program. The survey utilized a 50
metre cable which provided depth detection to a depth of 25 metres.

Table 1 - Proposed vs, Actual Expenditures for Qimmiq

Proposed Actual Variance
Administration $ 10,000 $ 11,695 $ (1,695)
Drilling 1,500,000 887,765 612,235
Geochemistry 100,000 53,732 46,268
Geology 25,000 194,415 (169,415)
Geophysics -Airborne 240,000 204,137 35,863
Geophysics -Ground 100,000 98,047 1,953
Permitting - 2,482 {2,482)
Prospecting 25,000 4,024 20,976

$ 2,000000 $ 1456297 $ 543,703




A COMMANDER

owod  RESDURCES UTD,

Management Discussion and Analysis
For the Six Months Ended June 30, 2004

FORM 51-102F1

Qimmiq Exploration Results

Subsequent to the quarter end, on July 6, 2004, the Company reported results from the first nine drilt holes of
the 2004 drill program on the Malrok Zone. Drill core samples were processed by Eastem Analytical Services of
Newfoundland. Check assays by gravimetric methods were done at Assayers Ltd., Vancouver, BC.

Grid Co-ordinates Sample Assays
Gold
Azimuth |inclination From To Interval | grade
Hole # East North (geo) | (degree) (m) {m) [Width (m)|  (g/t)
MND-04-01 1804 1510 320 -60 - 6.00 6.00 173 (1
MND-04-02 1881 1486] 320 -60 3.00 6.00 3.00 1.10
MND-04-03 1937, 1463 320 -60 17.00 19.42 242 4.72
Incl. 18.00 19.42 1.42 7.06
MND-04-04 1929 1424] 320 80 23.00 29.00 6.00 9.15
Incl. 23.50 27.50 4.00 12.00
Incl. 24.00 27.00 3.00 15,12
Incl. 25.50 26.50 1.00 23.14
MND-04-05 1929 1424 Vertical -80 24.10 28.33 423 8.41
tncl. 26.00 28.33 2.33 12.07
MND-04-06 1934 1398] 273 60 35.72 36.07 0.35 9.40
MND-04-07 1927, 1352 273 -60 37.83 42.83 5.00 1.13
Incl. 37.83 39.33 2.00 1.60
MND-04-08 1950 1248 273 -60 No significant assays
MND-04-03 1957 1250 93 -60 44351 4671] 2.36] 0.40

*Holes MND-04-01 and MND-04-02 were not considered representative as they were sited on exposed iron
formation with an unknown amount of erosion. Additionally, core recovery of the first one to two metres of
each hole consisted only of rubble.

Holes MND-04-01 to MND-04-07 were desighed to test the down-dip potential of the surface gold
mineralization discovered during the 2003 channel sampling program. Holes MND-04-08 and MND-04-09
were geological step-out holes drilled on lake ice to intersect the iron formation about 200 metres south of
the area of the 2003 channe! sampling. All holes were drilled on a combination of geological and
geophysical targets with NQ diameter core. The true thickness of the iron formation is 80-90% of the drilled
width.

Dewar Lake, Nunavut

On June 18, 2003, the Company entered into an option agreement with BHP Billiton to explore for gold and
base metals on sixteen Nunavut Prospecting Permits located on Baffin Istand, Nunavut. Following the 2003
program, the property was reduced to three Prospecting Permits.

Dewar Lake Exploration Program

The Company proposed a $100,000 exploration program for 2004 as outlined in the table below. The
program will concentrate on prospecting and sampling the *ST" prospect and identifying new gold
prospects. The Company has incurred $3,266 in pre-drilling costs although drilling may not be done this
year. Split between geochemistry, geclogy and geophysics is $32,689 relating to a bond placed in lieu of
waork which may be recovered on the filing of assessment work. The amount was not part of the original
budget but is included as an actual cost to the exploration program.
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Table 2 ~ Proposed vs. Actual Expenditures for Dewar Lake

Proposed Actual Variance
Administration $ 5000 $ 151 % 4,849
Drilling - 3,266 (3,268)
Geochemistry 15,000 - 15,000
Geology 25,000 25,569 (569)
Geophysics 10,000 12,681 (2,681)
Prospecting 45000 . 11,370 33,630

$ 100,000 $ 53,037 $ 46,983

Dewar Lake Exploration Results

The Company is in the early stage of the program and does not have any exploration results to report.

Bravo Lake, Nunavut

In August 21, 2003, the Company entered into an option agreement with Falconbridge Limited (“Falconbridge”)
to explore for gold, diamonds and other metals on twelve Nunavut Exploration Permits on Baffin Istand,
Nunavut. For 2004, management plans to foliow up the 2003 results from the “Triangle Lake” prospect and
the *2369" prospect. The property was covered by approximately 700 line kKilometres airborne
ElectroMagnetic and Magnetic geophysical survey in the Spring of 2004. Ground geophysics, detailed
geological mapping and prospecting will be used to follow-up anomalies in order to prioritize targets for
dritling either in 2004 or 2005,

Bravo Lake Exploration Program

The Company proposed a $200,000 exploration program as outlined in the table below.

Table 3 - Proposed vs. Actual Expenditures for Bravo Lake

Proposed Actual Variance
Administration 3 5000 $ - § 5,000
Drilling - 6,532 (6,532)
Geochemistry 20,000 - 20,000
Geology 20,000 20,213 (213)
Geophysics -Airborne 60,000 68,046 (8,046)
Geophysics ~Ground 50,000 12,108 37,892
Prospecting 45,000 1,095 43,905

$ 200,000 $ 107,994 § 92,006

The Company is in the early stage of the program and does not have any exploration results to report,
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Adiatok 1, Labrador

The Adiatok 1 project, which adjoins the Company’s Sarah Lake Property, consists of 100 claims. The
Company is the operator and has a §3.5% interest in the project.

Adlatok 1 Exploration Program

For 2004, a targe loop electromagnetic survey was proposed to identify potential nickel targets for drill
testing.

Sally, Labrador

The Sally project, which adjoins the Company’s Sarah Lake Property, is 100% owned by the Company and
consists of 36 claims. The Property lies adjacent to Adlatok 1.

Sally Exploration Program

For 2004, a large loop electromagnetic survey was proposed to identify potential nickel targets for dril
testing. The Company is seeking a partner to advance the Property.

Results of Operations
-For the Three Months Ended June 30, 2004

Included in prepaid expenses was a $96,603 loan receivable from the Company's drill contractor, Suisse
Diamond Drilling (“Suisse™). The loan bears interest at Bank of Montreal prime lending rate plus 3% and is
to be repaid by applying 50% of the invoices rendered by Suisse against the ioan until the amount is repaid.
Due to the anticipated shori-term nature of the loan receivable, the Company has not classified this amount
as a separate line item on the balance sheet. As at July 30, 2004, §5% of this loan had been repaid and it is
anticipated that full repayment will occur before the end of the next quarter.

Mineral property fransaction revenue of $62,788 relates to a one-time transaction with third parties refated
to an ongoing property transaction. The Company anticipates that an agreement will be finalized before
year end.

Stock-based compensation expense of $393,358 was related to the vesting of stock options granted in
2003 ($32,400) and the 808,000 stock options granted on May 19, 2004 ($360,958). This compensation is
a non-cash expense and is a resuft of the new CICA accounting standard adopted in the fourth quarter of
fiscal 2003.

From the Company'’s statement of cash flow for the three months ended June 30, 2004, cash and cash
equivalents decreased $124,109 to $1,259,411. Cash requirements for the Company's $1,553,593 in
mineral property acquisition and exploration was targely funded through a $1,067,545 decrease in cash for
exploration (flow through funds) and a $560,422 increase in accounts payable related to mineral properties.
Subsequent to the quarter, these payables were paid.

-The Three Months Ended June 30, 2004 compared with the Three Months Ended March 31, 2004

During the current quarter, the Company did not receive revenue from the production interest in the
Hammerdown/Rumbullion Gold Deposit compared to $18,250 received in the previous quarter. The
previous quarter included the final payment from the sale of the HammerdowniRumbullion Geld Deposit to
Richmont Mines Inc.
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Consulting expense of $20,435 (Q1 2004 - $11,450) for the current quarter included additional costs for a
part-time corporate consultant who was assisting the new President with corporate communications.

Saiaries and benefits expense of $88,955 (Q1 2004 - 103,202) was a decrease from the previous quarter
largely due to a signing bonus paid during the previous quarter to the new President to facilitate vacating
his former position early.

In the previous quarter, there was a $14,000 loss on sale of marketable securities which related to the
disposition of 70,000 common shares, described in greater detail under the Related Party Transactions
section below,

-The Six Months Ended June 30, 2004 compared with the Six Months Ended June 30, 2003

Revenues for the six month ended June 30, 2004 were $82,266 (2003 - $189,415) which included $19,250
in production interest and $63,016 in mineral property transactions. The Company's $19,250 (2003 -
$189,415) production interest revenue represented the final payment from the Hammerdown/Rumbuiltion
Gold Deposit compared to six months of production revenue received in 2003. Mineral property transaction
revenue of $63,016 (2003 - $Nil) is part of an on-going property transaction that should be finalized before
year-end.

General and administrative expense of $1,034,501 (2003 - $253,792) represented a $780,709 increase
over the comparative fiscal period. The increase was largely due to $560,243 (2003 - $Nil) stock-based
compensation expense. The remaining increase was largely attributed to investor relations and promation,
office and miscellaneous, and salaries and benefits.

Investor relations and promotion expense was $125,861 (2003 - $25,155) representing a $100,706
increase over 2003. During the period, the Company attended trade shows in Vancouver, Caigary, Toronto,
New York and London. In addition, new corporate brochures were printed at a cost of $7,995 and a media
videofinterview segment was commissioned at a cost of $18,579.

Rent expense of $8,548 (2003 - $24,673) represented a $16,125 decrease from 2003. On March 12004,
the Company maved into a new office located at 510 ~ 510 Burrard Street, Vancouver, B.C. and received
free rent untit July 1% to cover the Company's moving and other relocation costs. Office and misceflaneous
expense of $44,917 (2003 - $22,963) included several one-time costs associated with the mave.

For the six months ended June 30, 2004, the Company's loss before taxes was $348,667 (2003 - $44,320).
A future income tax credit of $413,054 (2003 - $Nil} was recorded to reflect the renunciation of flow-through
expenditures during the period. The resufting loss for the period was $535,613 (2003 - $44,320).

During the period, the Company did not pay cash dividends to shareholders and does not anticipate paying
cash dividends during the balance of fiscal 2004,
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Summary of Quarterly Results, the Three Months Ended:

Sept. 30 Dec. 34 Mar. 31 Jun. 30 Sept 30 Dec. 31 Mar. 31 Jun. 30
2002 2002 2003 2003 2003 2003 2004 2004

Mineral expenditures, net $ 134722 § 140471 § 47742 $ 124912 § 619428 § 73699 $ 127928 1553503

Revenues $ 155063 § 90621 § 76565 $ 112850 § 107190 $ B1360 § 19478 $ 62,788
GRA (incl. slock comp)  $ 132433 $ 144004 $ 124978 § 128814 § 145355 §$ 332928 § 413530 § 62097
Stock comp. expense $ 587 § 1,088 $§ -8 - $ - % 163919 $ 166885 $ 383,358
G8A (less stock comp.) § 131,848 $ 142,615 § 124978 § 120814 § 145355 § 169009 § 246645 $ 227,613
Income (loss) $ 18750 $ (166258) § (37.350) § (6.970) § (83,012) $(2.502,509) $ (367,258 § (188,255)
income (loss} per share

-basic and diluted $ - $ 001) § - $ - $ (Q.01) § (0.14) $ {002 $ {0.01)
Weighted avg. common

shares outstanding

-basic and diluted 16,702,058 16,860,039 17,537,349 17633619 17677629 18,004,378 22890063 24,485287

The Company’s predominant exploration project on Baffin island, Nunavut is subject to seasonal conditions
and as such the majority of the Company's exploration expenditures will be incurred during the second and
third quarters of 2004. The Company's net mineral expenditures for the current quarter were $1,553,693
which included the airborne and drill program conducted on the Qimmig Project on Baffin {sland.

Generat and administrative expenses fot the three most recent quarters were high due to the stock-based
compensation expense of $393,358 (Q1 2004 - $166,885; Q4 2003 - $163,919). This compensation is a
non-cash expense and is a result of the new CICA accounting standard adopted in the fourth quarter of
fiscal 2003. Adjusted general and administrative expenses without stock-based compensation expense
were $227,613 (Q1 2004 - $246,645; Q4 2003 - $169,009) which is more rgpresentative of the Company's
normal operations, For the fast two quarters, higher general and administrative expenses reflecied
increased investor refations activity in promoting the company’s activities and overiap cost for the transition
of the new President.

Liguidity

At June 30, 2004, the Company had $2,523,038 in working capita!, which was sufficient to achieve the
Company's original budgeted exploration programs for fiscal 2004. After evaluating the prefiminary mebilization
and start-up costs and the drilling progress on Baffin isfand, management elected to increase the expioration
budget by about $1,000,000. This increase will be funded by the $1.1 million dollar flow-through financing
announced after the quarter end. See Subsequent Events.

The Company does not have sufficient revenue to cover operating costs and relies on equity financings to
meet its cash requirements. in February, 2,388,888 warrants were exercised for proceeds of $1,206,388
and during the current quarter an additional 38,000 warrants were exercised for proceeds of $26,600. In
addition 588,165 stock options have been exercised for proceeds of $131,483. See Subsequent Events.
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Capital Resources

The Company does not have any pre-arranged equity financings other than the non-brokered private
placement as described in the Subsequent Events. Future sources of equity financing may be available
through brokered and non-brokered private placements during the normal course of business. The
Company does not have any debt facility or arrangements in piace.

In addition to the mineral property commitments disclosed in the 2003 Annual MD&A, the Company entered
into an option agreement with Black Bart Prospecting Inc. on the Big Hill property in Newfoundland. To
maintain the option agreement in goed standing, the Company must spend a minimum of $30,000 (met) by
July 31%, 2004 Subsequent to the quarter, the Company elected to continue into the second year of the
option agreement and issued 40,000 common shares to Black Bart Prospecting Inc. The second year
expenditure commitment is $75,000 before July 31, 2005,

Off-Balance Sheet Arrangements
There were no significant changes in Off-Balance Sheet Arrangements from the 2003 Annual MD&A.
Related Party Transactions

{ncluded in marketable securities are 1,720,000 comman shares of Diamonds North Resources Ltd.
{“Diamonds North"), a company related by a common director, Bernard Kahlert. Diamonds North was
incorporated in British Columbia for the purpose of the arrangement and split of assets of Major General
Resources Ltd., predecessor of the Company. As part of the Company’s 2002 reorganization, the Company
granted the President of Diamonds North an option to purchase 70,000 shares of Diamonds North at a
price of $0.30 per share for a two-year period, which expired on March 18, 2004. During the quarter, the
President of Diamonds North exercised the entire option.

The Company shares certain administrative costs with four other companies related by virtue of common
directors, (ncluded in accounts receivable is an aggregate of $6,066 owed by those companies for shared
administrative expenses.

A Personal Law Corporation owned by Maynard Brown, an officer of the Company, provided legal services to
the Company. During the period, the Company paid or accrued legal fees to the related party in the aggregate
of $537.

Critical Accounting Estimates
There was no significant change in Critical Accounting Estimates from the 2003 Annual MDEA.

Changes in Accounting Polices

During the period, the Company adopted the CICA EIC 146 “Flow-Through Shares” which defines when a
company should recognize the tax effect retated to the renounced deductions and requires the recognition
of previously unrecorded future income tax assets caused by the renouncement of expenditures refating to
flow-through'shares. The adoption of the EIC 146 resulted in future income tax credits of $413,054.

Financial Instruments

Marketable securities are carried at the lower of cost or quoted market value. When market value is below
cost, any unrealized loss is charged to income. During the quarter, no amount was charged to income. The
quoted market value of marketable securities at June 30, 2004 was $1,665,853.
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Other MD&A Requirements

Additional infarmation relating to the Company, inciuding the Company’s most recent Annual {nformation
Form, is available on SEDAR at www.sedar.com.

From the statement of operation, a breakdown of “investor Relations and Promotion” expense:

Administration 3 1,752
Conferences and trade shows 63,124
Consulting 1,875
Media 31,733
Promotion and advertising 27,377

$ 125,861

As at the Report Date, the Company had 26,698,783 issued common shares outstanding and the following
unexercised stock options, warrants and agents' options:

-Stock Options
Exercise Number of
Expiry Date Price Shares
December 14, 2004 $0.23 27665
September 11, 2006 $0.23 179,332
December 19, 2007 $0.17 50,000
January 23, 2008 $0.20 430,004
August 20, 2008 $0.26 241,666
September 10, 2008 $0.45 5000
December 18, 2008 $0.50 75,000
January 21, 2009 $0.53 700,000
February 19, 2009 $0.64 50,000
May 18, 2009 $0.56 808,000
2,566,667
-Warrants
Exercise Number of
Expiry Date Price Shares
December 2, 2004 $0.70 1,827,000
December 2, 2004 $0.70 23,800
December 10, 2004 $0.70 1,635,000
December 10, 2004 $0.70 54,600
3,540,400
-Agents’ Options
Exercise Number of
Expiry Date Price Shares
December 2, 2004 $0.70 119,500
December 10, 2004 $0.70 77,700
197,200
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Subsequent Events

a) On August 6, 2004, the Company completed a non-brokered private placement of 1,920,000 flow-
through common shares at $0.60 per share of which 1,620,000 flow-through common shares were
issued on August 4, 2004 and 300,000 flow-through common shares were issued on August 6,
2004. Finders’ fees of $54,936 were paid in cash. The shares are subject to a four month hold
period and may not be traded until December 5, 2004 and December 7, 2004 respectively,

b) Subsequentto June 30, 2004, the Company elected to proceed to the second term of the Big Hill,
Newfoundland option agreement and issued 40,000 commeon shares to Black Bart Prospecting Inc.
An interpretation of a recently completed induced Polarization (*iP") survey and groundwork from
2003 has outlined a prospective goid anomaly that is ready for drill testing. The 2003 groundwork
outlined a 250 to 300 metres long gold soil anomaly with gold values ranging from 27 to 657 ppb
gold. The IP survey outlined a 350 metres long chargeability anomaly coincident with the gold soil
anomaly and extending a further 100 metres to the northeast.

¢) Subsequent to June 30, 2004, the Company issued 80,000 common shares for proceeds of
$19,000 pursuant to the exercise of stock options.
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