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NOTICE TO READER

These interim consolidated financial statements of Banro Corporation as at and for the six
month period ended June 30, 2004 have been prepared by management of Banro
Corporation. The auditors of Banro Corporation have not audited or reviewed these interim
consolidated financial statements.
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Banro Corporation
Consolidated Balance Sheets
(Expressed in U.S. dollars)

As at: June 30, 2004 December 31,
(unaudited) 2003
Assets
Current
Cash $ 10,952,718 $ 938,930
Accounts receivable and prepaid expenses 312,670 12,495
Amounts due from related parties - 50,596

11,265,388 1,002,021

Note receivable (Note 2) 216,320 216,320
Investments (Note 3) 989,998 1,014,939
Property, plant and equipment (Note 4) 130,264 142,456
Deferred exploration expenditures (Note 5) 904,896 322,690

$ 13,506,866 $ 2,698,426

Liabilities and Shareholders’ Equity

Current
Accounts payable $ 22,591 $ 40,953
22,591 40,953
Shareholders’ equity
Share capital (Note 6) 51,320,543 39,469,888
Contributed surplus (Note 6) 1,298,887 502,014
Deficit (39,135,155)  (37,314,429)

13,484,275 2,657,473

$ 13,506,866 $ 2,698,426




Banro Corporation

Consolidated Statements of Operations and Deficit

(Expressed in U.S. dollars)
(Unaudited)

Three months ended Six months ended
June 30, June 30,
2004 2003 2004 2003

Expenses
Professional fees
Consulting fees
Office and sundry
Salary
Stock option compensation expense
Travel and promotion
Shareholder relations
Management fees
Interest and bank charaes
Amortization
Foreian exchange loss

Interest income

Loss from operations

Eaquity share of loss of BRC Diamond Corp
Miscellaneous income earned

Net earnings (loss) for the period

Deficit, beainning of the period

DeficitI end of the period

$ 92981 $ 34171 $ 121,935 $ 68,256

7,360 118,788 8,119 177,661
91,500 35,753 166,650 65,261
84,271 61,359 178,752 128,014

392,198 - 796,873 -
159,012 40,887 277,276 79,478
13,463 9,002 25,757 14,354
- 25,667 - 27,666

1,496 1,119 2,478 1,943

11,720 11,013 22,746 21,804

229,053 (135,998) 245,286 (274.843)
(1.083.054) (201.761)  (1.845.872) (309.594)
54,299 7,320 59,551 12, 927
(1,028,755) (194,441)  (1,786.321) (296,667)
(23,625) (50,830) (34,406) (69,923)

- - - 299.056
(1,052,380) (245,271)  (1,820.727) (67,534)

(38.082.775) (36.275.710) (37.314.428) _ (36.453.447)

$(39,135.155) _$(36,520.981) $(39.135.155) _$(36.520.981)

Earnings ‘Ioss) per share

$ (0.08) $ (0.02) $ (015) % (0.01)




Banro Corporation

Consolidated Statements of Cash Flows
(Expressed in U.S. dollars)

(Unaudited)

Three months ended Six months ended
June 30, June 30,
2004 2003 2004 2003

Cash provided by (used in)

Operating activities
Net earninas (loss) for the period $(1,052,380) $(245,271) $(1.820.727) $ (67,534)
Adjustments to reconcile loss to net cash
Provided by operating activities

Eaquity loss 23,625 50,830 34,406 69,923
Value of options issued 392,198 11,818 796,873 18,577
Amortization 17,555 11,013 33,132 21,804
Chanaes in non-cash workinag capital
Accounts receivable and prepaid exp. (225,161) (19,780) (300,175) 571
Accounts payable (81.816) (13,893) (18,362) (64,751)
(925.979) (205,283) (1,274,853) (21,410)
Investina activities
Capital Assets (20,939) (3.862) (20,939) (3.862)
Deferred exploration expenditures (415,799) - (582,206) -
Advances to BRC/NBI (9.465) 412,000 (9.465) 377,293
(446.203) 408,138 (612,610) 373,431
Financina activities
Due to/from related parties 50,025 (261,107) 50,596 (362,969)
Common shares and warrants issued 139,257 - 11,850,655 -
189,282 (261,107) 11,901,251 (362,969)
Net increase (decrease) in cash durina the
period (1,182,900) (58,252) 10,013,788 (10,948)
Cash, bedinning of the period 12,135,618 1,275,309 938.930 1,228,005
Cash.end of the period $;O,9521718 $1l217,057 $10.952 718 $11217.057




June 30, 2004

Banro Corporation

Summary of Significant Accounting Policies
(Expressed in U.S. dollars)

(Unaudited)

Nature of Business

Principles of Consolidation

Investments

Property, Plant and
Equipment

Foreign Currency Translation

Banro Corporation's (the "Company") business focus is the
exploration of mineral properties in the Democratic Republic of
the Congo (the "Congo"). The Company was continued under
the Canada Business Corporations Act on April 2, 2004. The
Company was previously governed by the Ontario Business
Corporations Act.

The consolidated financial statements include the accounts of
the Company, its wholly-owned subsidiary in the United
States, Banro American Resources Inc., and its wholly-owned
subsidiaries in the Congo, Banro Congo Mining SARL,
Kamituga Mining SARL, Lugushwa Mining SARL, Namoya
Mining SARL and Twangiza Mining SARL.

Up to September 30, 2003, the consolidated financial
statements also included the accounts of the Company’s 93%
owned subsidiary in the Congo, Société Aurifére du Kivu et du
Maniema S.A.R.L. (“Sakima”). The Congolese government
held the remaining 7% ownership interest of Sakima (Note 1).

Investments in companies subject to significant influence are
accounted for using the equity method. Other long-term
investments are accounted for using the cost method.

Property, plant and equipment is recorded at cost.
Amortization is recorded as follows:

Office furniture and fixtures - 20% declining balance basis
Office equipment - Straight line over four years
Vehicles - Straight line over four years
Leasehold improvements - Straight line over five years

These consolidated financial statements are expressed in the
functional currency of the Company, United States dollars.
For integrated operations, monetary assets and liabilities are
translated at the spot rates of exchange in effect at the end of
the period; non-monetary items are translated at historical
exchange rates in effect on the dates of the transactions.
Revenues and expense items, except amortization, are
translated at average rates of exchange in effect during the
period. Realized exchange gains and losses and currency
translation adjustments are included in the consolidated
statements of operations and deficit.



June 30, 2004

Banro Corporation

Summary of Significant Accounting Policies
(Expressed in U.S. dollars)

(Unaudited)

Deferred Exploration
Expenditures

Stock Options

Financial Instruments

Income Taxes

Use of Estimates

Exploration costs relating to mineral properties and rights are
deferred and carried as an asset until the results of the
projects are known. As the Company currently has no
operational income, any incidental revenues earned in
connection with these properties or related exploration
activities are applied as a reduction to capitalized exploration
costs. If a property is determined to be non-commercial, non-
productive or its value is impaired, those costs in excess of
estimated recoveries are charged to operations.

The Company has a stock option plan, which is described in
Note 6(d). During 2003 the Company adopted, on a
prospective basis, the fair value method of accounting for
stock options granted to directors, officers and employees
whereby the weighted average fair value of options granted is
recorded as a compensation expense in the financial
statements. Compensation expense on stock options granted
to non-employees is recorded as an expense in the period the
options are vested using the fair value method. Any
consideration paid by directors, officers, employees and
consultants on exercise of stock options or purchases of
shares is credited to share capital.

Unless otherwise noted, it is management's opinion that the
Company is not exposed to significant interest, currency or
credit risks arising from its financial instruments. The fair
values of its financial instruments approximate their carrying
values, unless otherwise noted.

The asset and liability method is used to determine income
taxes. Pursuant to this method, future tax assets and liabilities
are recognized for future tax consequences attributable to
differences between financial statement carrying values and
tax bases of assets and liabilities. Future tax assets and
liabilities are measured using enacted tax rates expected to be
recovered or settled. The effect on future tax assets and
liabilities of a change in tax rate is recognized in income in the
period that includes the enactment date. Net future income
tax losses are offset by valuation allowances to the extent that
they are not more likely not to be realized.

These consolidated financial statements have been prepared
in accordance with Canadian generally accepted accounting
principles which require management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at
the date of the consolidated financial statements and the
reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those
estimates.



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)
June 30, 2004

1. Interest in Congolese Subsidiaries

On July 31, 1998, the Company discovered that the government of the Congo, without prior
warning or consultation, had issued Presidential decrees purporting to, among other things, (a)
dissolve Sakima and (b) terminate the Company's mining convention relating to the Company's
mineral properties. The Company disputed the validity of the Congolese government actions
and vigorously pursued resolution of the disputes through legal procedures.

On April 18, 2002, the government of the Congo formally signed a settlement agreement with
the Company. The agreement calls for, among other things, the Company to hold 100%
interests in the Twangiza, Kamituga, Lugushwa and Namoya gold deposits under a revived 30-
year mining convention. The government of the Congo will retain 100% of the tin assets.
Subsequent to the signing of the settlement agreement the Company filed with the Federal
Court in Washington, DC, a notice of dismissal with respect to its legal action against the
Congolese government.

On May 30, 2003, the government of the Congo issued Presidential decrees to rescind the
July 31, 1998 decrees and to amend the Company’s mining convention in accordance with the
settlement agreement signed on April 18, 2002.

On September 30, 2003, the Company wound up the operations of Sakima and will transfer all
its shares in Sakima to the government of Congo in accordance with the April 18, 2002
settlement agreement after Sakima'’s title in the gold deposits is transferred to the Company’s
new wholly-owned Congolese subsidiaries.

The Company operates primarily in one operating segment and its assets located in the
Congo, including its interests in gold and other mining properties, may be subject to sovereign
risks, including political and economic instability, government regulations relating to mining,
military repression, civil disorder, currency fluctuations and inflation, all or any of which may
impede the Company's activities in this country or may result in the impairment or loss of part
or all of the Company's interest in the properties.

2. Note Receivable

The note, receivable from a shareholder of the Company, is secured by a pledge of marketable
securities with a market value at June 30, 2004 of $122,389 and bears interest at 4% per
annum. The principal and interest accrued thereon is due on November 30, 2004.



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)

June 30, 2004

3. Investments

(@)

(b)

Investment in Nevada Bob’s International Inc.

Effective December 31, 2003, the Company entered into an agreement with Nevada Bob'’s
International Inc. (NBI), a franchisor of golf equipment and apparel, in order to purchase
941,255 common shares of NBI at a price of $0.40 per share, or $376,502 in the
aggregate, in order to settle an outstanding debt of NBI to the Company of the equivalent
amount. The quoted market value of the shares on June 30, 2004 was $0.50 per share or
$470,627 in aggregate.

The investment represents 6.05% of outstanding common shares of NBI and is accounted
for under the cost method, as management does not have the ability to exercise significant
influence over NBI. This investment will continue to be carried at cost and will be written
down only when there has been a loss in value which is other than temporary.

Investment in BRC Diamond Corporation

On March 10, 2004, the Company completed a debt settlement transaction with BRC
Diamond Corporation (formerly BRC Development Corporation) (BRC). Pursuant to this
transaction, the Company purchased 244,032 common shares of BRC at a price of Cdn.
$1.35 per share, or Cdn. $329,443 in aggregate, in order to settle an outstanding debt of
BRC to the Company of the equivalent amount. The Company owns 3,744,032 common
shares, representing a 40.09% (Dec. 31, 2003 — 40.30%) equity interest, in BRC with a
guoted market value of approximately $3,368,281 at June 30, 2004 (Dec. 31, 2003 -
$3,509,448).

On August 11, 2004 BRC, whose principal business is the acquisition and exploration of
mineral properties, was continued under the Canada Business Corporations Act and
changed its name from BRC Development Corporation to BRC Diamond Corporation.

The Company's investment in BRC is summarized as follows:

As at and for As at

the six month and for the

period ended year ended

June 30, 2004 Dec. 31, 2003

Equity investment, beginning of year $ 383,338 % 502,968
Acquisitions 254,099 -
637,437 502,968

Share of equity loss (34,406) (116,731)
Loss on dilution of interest - (2,899)
Equity investment, end of period 603,031 383,338
Amount due from BRC 7,415 255,099

$ 610,446 $ 638,437

The amount due from BRC is unsecured, non-interest bearing and is due on demand.

8



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)
June 30, 2004

3. Investments (continued)
(b) Investment in BRC Diamond Corporation (continued)
BRC'’s summarized consolidated balance sheets and income statements as at and for the

period six month period ended June 30, 2004 (unaudited) and as at and for the year ended
December 31, 2003 (audited), converted to US $ at the period end rate of exchange, is as

follows:
2004 2003
Assets
Current assets $ 10,194 $ 59,689
Investment 988,074 1,016,542
Mineral properties 355,367 358,309
Deferred pre-operating costs 17,071 17,340
Property, plant and equipment 39,381 57,879
1,410,087 1,509,759
Liabilities 66,862 378,921
Net Equity $ 1,343,225 $ 1,130,838
Income Statement
Revenue $ - % 2
Expenses (85,821) (340,649)
Write-off of mineral claims - (3,169)
Net Loss $ (85821) $ (343,816)
4. Property, Plant and Equipment
Accumulated Net Book
As at June 30, 2004 Cost  Amortization Value
Office furniture and fixtures $ 18,254 $ 12,756 $ 5,498
Office equipment 125,829 74,117 51,712
Vehicle 56,645 10,027 46,618
Leasehold improvement 105,746 79,310 26,436
$ 306,474 $ 176,210 $ 130,264




Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)

(Unaudited)
June 30, 2004

4. Property, Plant and Equipment (continued)

Accumulated Net Book
As at December 31, 2003 Cost Amortization Value
Office furniture and fixtures $ 18,254 $ 12,162 $ 6,092
Office equipment 114,390 59,235 55,155
Vehicle 47,145 2,947 44,198
Leasehold improvement 105,746 68,735 37,011
$ 285,535 $ 143,079 $ 142,456
Deferred Exploration Expenditures
Deferred Exploration
Cumulative
Six month from inception

period ended
June 30,2004

in April 1994 to
June 30, 2004

Exploration cost $ 571,821 $ 17,047,992
Amortization 10,385 45,835
Net expenditure 582,206 17,093,827
Effect of exchange rate change - 2,511
582,206 16,921,338
Write-off - (16,191,442)
Balance, end of period $ 582206 $ 904,896
Mineral rights
Cumulative
from inception
2004  in April 1994
Mineral rights $ - $ 9,681,194
Write-off - (9,681,194)
Balance, end of period $ - 3 -

10



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)

June 30, 2004

6. Share Capital

(@)

(b)

Authorized Share Capital

Unlimited number of common shares
Unlimited number of preference shares, issuable in series

Issued Share Capital - Common Shares

As at June 30, 2004 As at December 31, 2003
Number of Number of
Shares Amount Shares Amount
Balance —

Beginning of period 10,427,844 $ 39,469,888 9,886,594 $ 39,173,793
Exercise of stock options 440,000 249,698 41,250 23,017
Exercise of warrants 350,000 286,048 500,000 273,078
Issued during the period 2,000,000 11,314,909 - -
Balance — End of period 13,217,844 $ 51,320,543 10,427,844 $ 39,469,888

On March 30, 2004, the Company completed a private placement (the “Offering”) of
2,000,000 common shares at Cdn. $8.00 per share for gross proceeds of Cdn.
$16,000,000 (US$ 11,979,203). The net proceeds of the financing will be used to advance
the Company’s projects in the Congo located within the Twangiza — Namoya gold belt and
for general corporate purposes.

Kingsdale Capital Markets Inc. and Kingsdale Capital Partners Inc. (collectively, the
"Agent") acted as the Company’s agent in connection with the Offering. In consideration
for its services, the Company paid to the Agent a cash fee equal to 6% of the gross
proceeds of the Offering and issued to the Agent 120,000 broker warrants (the “Broker
Warrants”). Each Broker Warrant entitles the holder thereof to purchase one common
share of the Company at a price of $8.00 per share for a period of one year.

(c) Warrants

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

Exercise

Number price
Date of Grant Outstanding Cdn $ Expiry Date
03/30/04 120,000 8.00 3/29/05

120,000

11



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)
June 30, 2004

6. Share Capital (Continued)
(d) Stock Options

The Company has an incentive Stock Option Plan under which non-transferable options to
purchase common shares of the Company may be granted to directors, officers,
employees or service providers of the Company to a maximum of 3,100,000 common
shares. As at June 30, 2004, the number of stock options still available to be granted under
this Stock Option Plan was 718,500.

Under this Stock Option Plan, options vest 25% immediately at grant date and 25% on
each of the three consecutive six-month periods subsequent to the issuance. As at June
30, 2004, the Company had 1,861,500 stock options outstanding to acquire common
shares at a weighted-average price of Cdn. $5.72 per share, expiring at various dates
between October 2004 and June 2009.

The following table summarizes information about stock options outstanding and
exercisable at June 30, 2004:

Options outstanding and exercisable

Options Opt.|ons
Number  granted Exeggs_,edd, Number Options Exercise

Date Outstanding during the p”%r outstanding Exercisable price Expiry
of grant at12/31/03  period Forfeited  at06/30/04 2106/30/04 oy g date
01/31/01 375,000 - 375,000 - - 0.60 01/31/04
01/31/01 20,000 - 20,000 - - 1.00 01/31/04
10/12/01 40,000 - 10,000 30,000 30,000 0.60 10/12/04
01/08/02 183,000 - - 183,000 183,000 0.80 01/08/07
04/03/02 25,000 - 25,000 - - 1.70 04/03/04
04/26/02 10,000 - 10,000 - - 3.30 04/26/04
10/16/03 168,500 - - 168,500 84,250 4.00 10/16/08
10/16/03 60,000 - - 60,000 30,000 4.00 10/16/06
10/29/03 100,000 - - 100,000 50,000 4.11 10/29/08
10/29/03 100,000 - - 100,000 50,000 4.11 10/29/06
01/21/04 - 400,000 - 400,000 100,000 6.00 01/21/09
02/03/04 - 50,000 - 50,000 12,500 6.00 02/03/09
02/17/04 - 150,000 - 150,000 37,500 7.00 02/17/09
03/16/04 - 200,000 - 200,000 50,000 8.20 03/16/09
06/24/04 - 420,000 - 420,000 105,000 8.00 06/22/09

1,081,500 1,220,000 440,000 1,861,500 732,250

12



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)

June 30, 2004

6. Share Capital (Continued)

(d)

()

(f)

Stock Options (continued)
2003

As at December 31, 2003, the weighted average grant-date fair value of 158,625 vested
stock options granted to employees, directors and officers was $378,724. This amount
was recognized in the income statement as an expense and was credited accordingly to
contributed surplus in the balance sheet.

During the year ended December 31, 2003, a total of 72,500 stock options previously
issued to consultants and other service providers vested. The weighted average grant-
date fair value of these vested stock options was $93,474. This amount was recognized in
the income statement as an expense and was credited accordingly to options in the
balance sheet. During the year a total of 50,000 options previously granted to consultants
were cancelled. Accordingly an amount of $16,986 relating to these options was
transferred to contributed surplus.

2004

During the six month period ended June 30, 2004, the Company recognized in the income
statement as an expense $796,873 representing the weighted average grant-date fair
value of stock options granted to employees, directors and officers under the Company’s
stock option plan. This amount was credited accordingly to contributed surplus in the
balance sheet.

The Black-Scholes option-pricing model was used to estimate values of all stock options
granted during the year based on the following weighted average information:

(i) risk-free interest rate: 2.48% (2003 — 2.54%)
(i) expected volatility: 96.48% (2003 — 118%)
(i) expected life: 5 years (2003 — 3.74 years)
(iv) expected dividends: $Nil (2003 - $Nil)
Earnings (Loss) per Share

Earnings (loss) per share was calculated on the basis of the weighted average number of
common shares outstanding for the six month period ended June 30, 2004, amounting to
12,069,959 (June 30, 2003 — 9,886,594) common shares.

Fully diluted earnings (loss) per share have not been presented since the exercise of the
options and warrants would be anti-dilutive.

Contributed Surplus

As at June As at Dec. 31,
30, 2004 2003
Stock option compensation $ 1,298,887 $ 502,014

13



Banro Corporation

Notes to Consolidated Financial Statements

(Expressed in U.S. dollars)
(Unaudited)
June 30, 2004

7. Related Party Transactions

Management fees of $Nil (June 30, 2003 - $27,666) were paid to directors of the Company
during the six month period ended June 30, 2004.

Legal fees of $195,905 (June 30, 2003 - $19,509) were paid during the six month period ended
June 30, 2004 to a law firm of which two partners are also directors of the Company.

These transactions are in the normal course of operations and are measured at the exchange
value.

8. Segmented Reporting

The Company has one operating segment: the acquisition, exploration and development of
precious metal projects located principally in the Congo.

Geographic segmentation of capital assets and deferred exploration costs is as follows:

As at June 30, As at Dec.31,

2004 2003
Congo — deferred exploration costs $ 904,896 $ 322,690
Congo — capital assets 68,098 68,983
Canada — capital assets 62,210 73,473

$ 1,035,204 $ 465,146

9. Comparative figures

Certain of the prior period’'s amounts have been reclassified to conform to the current period’s
presentation.

14



Form 51-102F1

BANRO CORPORATION
INTERIM MANAGEMENT’S DISCUSSION AND ANALYSIS - SECOND QUARTER 2004

The following management’'s discussion and analysis (“MD&A”) provides a review of the
activities, results of operations and financial condition of Banro Corporation (the “Company”) for
the three and six month periods ended June 30, 2004, as well as future prospects of the
Company. This MD&A should be read in conjunction with the unaudited consolidated financial
statements of the Company for the six month period ended June 30, 2004, together with the
MD&A and audited consolidated financial statements of the Company for the year ended
December 31, 2003. This MD&A is incremental to the disclosure included in the MD&A in
respect of the audited consolidated financial statements of the Company for the year ended
December 31, 2003. As the Company’s financial statements are prepared in United States
dollars, all dollar amounts in this MD&A are expressed in United States dollars unless otherwise
specified. Additional information relating to the Company is available on SEDAR at
www.sedar.com. This MD&A is dated August 27, 2004.

General

During the months of June and July 2004, a team of geologists as well as the Company’s
President, visited the Company's properties located in eastern Democratic Republic of the
Congo (the “DRC”). Based on an assessment of these field trips, the Company has now
recruited an experienced team of exploration geologists and has placed orders to purchase field
equipment for the proposed exploration program. An exploration office is also being established
in Bukavu in eastern DRC. It is expected that field camps will be established at the Namoya,
Lugushwa and Twangiza projects during the month of September 2004. It is also expected that
exploration will commence at these three projects during the fourth quarter of 2004 and will
consist of grid establishment, soil sampling, adit and trench sampling, geological mapping and
geochemical analysis of soil and rock samples. It is proposed to commence core drilling on one
of these projects by the end of the fourth quarter of 2004.

Results of Operations

For the six month period ended June 30, 2004, the Company reported a net loss of $1,820,727,
or $0.15 per share, compared to a net loss of $67,534, or $0.01 per share, reported for the six
month period ended June 30, 2003. For the three month period ended June 30, 2004, the
Company’s net loss was $1,052,380, or $0.08 per share, compared to a net loss of $245,380, or
$0.02 per share, recorded during the three month period ended June 30, 2003. The Company's
losses during the first two quarters of 2004 were most significantly impacted by the recording of
employee stock compensation expense pursuant to the adoption by the Company in fiscal 2003
of the fair value method of accounting for stock options granted to employees, directors and
officers (this expense was $392,198 for the three month period ended June 30, 2004 and
$796,873 for the six month period ended June 30, 2004). In addition, compared to the three and
six month periods ended June 30, 2003, notable increases occurred in the corresponding
periods in 2004 in almost all the expense categories, except consulting fees and amortization
expenses. These increases were due to the resumption of the Company's activities in the DRC.
Consulting fees paid during the six month period ended June 30, 2004 dropped to $8,119,
compared to $177,661 incurred during the same period of 2003 primarily in connection with the
negotiations with the government of the DRC regarding the return of the Company’s gold
properties in the DRC.



The Company’s results during the three and six month periods ended June 30, 2003 were most
largely impacted by foreign exchange gains resulting from fluctuations in the value of the U.S.
dollar relative to the Canadian dollar (these gains were $135,998 for the three month period and
$274,843 for the six month period), and by the recovery of legal fees of $299,056 during the first
qguarter of 2003 in relation to a successful legal case as discussed in note 10 of the audited
consolidated financial statements of the Company for the year ended December 31, 2003.
During the six month period ended June 30, 2004, the Company incurred a foreign exchange
loss of $245,286 as a result of fluctuations in the value of the U.S. dollar relative to the
Canadian dollar ($229,053 of this loss was incurred during the second quarter).

Summary of Quarterly Results

The following table sets out certain unaudited consolidated financial information of the Company
for each of the last eight quarters, beginning with the second quarter of 2004. This financial
information has been prepared in accordance with Canadian generally accepted accounting
principles.

2004 2004 2003 2003
2" quarter 1% quarter = 4™ quarter | 3" quarter
Net loss $(1,052,380) | $ (768,346) | $ (549,728) | $ (243,720)
Net loss per share $ (0.08) $ 0.07) $ (0.06) $ (0.02)
2003 2003 2002 2002
2" quarter 1% quarter 4™ quarter = 3" quarter
Net income (loss) $ (245,271) $ 177,737 $ (478,824) $ (427,289)
Net income (loss) per share $ (0.02) $ 001 $ (0.05 $ (0.04)

The increase in the second quarter of 2004 in the Company’s net loss, compared to the first
guarter of 2004, is mostly due to a foreign exchange loss of $245,286 incurred during the
second quarter of 2004 compared to $16,232 recorded during the first quarter of 2004. The
Company's net loss in the first quarter of 2004, compared to the fourth quarter of 2003, also
increased due to a general increase in operating expenses as a result of the resumption of the
Company’s activities in the DRC. Results for the fourth quarter of 2003 were impacted by the
prospective adoption by the Company of stock-based compensation to employees, directors
and officers which was only recognized at December 31, 2003. This resulted in an additional
expense during the fourth quarter of 2003 in the amount of $378,724. The net income recorded
in the first quarter of 2003, as explained above, was affected by a foreign exchange gain and
the recovery of legal fees.

Liquidity and Capital Resources

The Company does not currently generate revenues and relies primarily on equity financings to
fund its activities. This exposes the Company to market risks, in addition to the risks associated
with the Company’s properties being located in the DRC and the risks associated with the
resource exploration industry generally.



As at June 30, 2004, the Company had working capital of $11,242,797 compared to working
capital of $961,068 as at December 31, 2003. The Company’s working capital position is mostly
comprised of cash raised during the first quarter of 2004 from the exercise of 440,000 stock
options and 350,000 common share purchase warrants and from a private placement of
2,000,000 common shares. The Company’s current cash position is considered sufficient for
planned exploration expenditures on the Company’'s Twangiza-Namoya gold belt and for
general and administrative expenses for the next 12 to 18 months.

Currently, the Company has no significant long term contractual obligations and no long term
debt.

Deferred Exploration Expenditures

The following table provides a breakdown of the Company's deferred exploration expenditures
on a property-by-property basis:

Banro Congo Kamituga Luqushwa Namoya Twangiza Total
Balance 12/31/2003 $ 273,960 $ - $ - $ $ 48,730 $ 322,690

Administrative and

office support 142,724 - - - - 142,724
Geologists 28,697 7,823 7,823 7,823 62,484 114,650
Travel 8,000 9,873 15,483 16,616 9,873 59,845
Legal 62,282 2,191 2,191 2,191 2,191 71,046
Mining property

fees and taxes 183,556 - - - - 183,556
Depreciation 10,385 - - - - 10,385

Balance 06/30/2004 $ 709,294 $ 19,887 $ 25,497 $26,630 $123,278 $ 904,896

Outstanding Share Data

The authorized share capital of the Company consists of an unlimited number of common
shares and an unlimited number of preference shares, issuable in series. As at August 27,
2004, the Company had outstanding: (a) 13,217,844 common shares; (b) warrants to purchase
120,000 common shares; and (c) stock options to purchase 1,861,500 common shares.
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