Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q

THUNDER MOUNTAIN GOLD INC
Form 10-Q
May 16, 2011
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2011

OR

" TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-08429

THUNDER MOUNTAIN GOLD, INC.

(Exact name of Registrant as specified in its charter)

Nevada

91-1031015

(State or other jurisdiction of



Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q
(IRS identification No.)

incorporation or organization)

Nevada 91-1031015

(State or other jurisdiction of incorporation (IRS identification No.)
or organization)

5248 W. Chinden Blvd
Boise, Idaho 83714
(Address of Principal Executive Offices) (Zip Code)

(208) 658-1037

(Registrant s Telephone Number, including Area Code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. x Yes ™ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). ” Yes ™ No

Indicate by check mark whether the Registrant is ™ a large accelerated filer, ” an accelerated file, ” a non-accelerated
filer, or x a smaller reporting company (as defined in Rule 12b-2 of the Exchange Act)

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) ~
Yes x No

Number of shares of issuer’s common stock outstanding at April 29, 2011: 27,001,740



Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q




Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q

TABLE OF CONTENTS

PART 1 Financial Information

3

Item 1. Financial Statements

3

Item 2. Management's Discussion and Analysis or Plan of Operation
15

Item 3. Quantitative and Qualitative Disclosures about Market Risk
22

Item 4. Controls and Procedures

Item 1. Legal Proceedings.

23
Item 1A. Risk Factors.

23

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

23

Item 3. Defaults Upon Senior Securities.



Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q
23

Item 4. (Removed and Reserved).
23

Item 5. Other Information

23

Item 6. Exhibits

23

SIGNATURES

24




Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q

PART 1 Financial Information

Item 1. Financial Statements

Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Consolidated Balance Sheets (Unaudited)
March 31, December 31,
2011 2010
ASSETS

Current assets:

Cash and cash equivalents $ 69,779 $ 298,232
Prepaid expenses and other assets 23,427 23,118
Total current assets 93,206 321,350

Property, plant, equipment, and mining claims:

South Mountain Mines property 357,497 357,497
Equipment, net of accumulated depreciation 20,044 23,109
Mining leaseholds 59,930 59,930

Total property, equipment and mining leaseholds 437471 440,536

Other assets:

Deferred financing costs 156,957 172,653
Total other assets 156,957 172,653
Total assets $ 687,634 $ 934,539

LIABILITIES AND STOCKHOLDERS EQUITY (DEFICIT)

Current liabilities:
Accounts payable and other accrued liabilities $ 32,030 $ 52,617
Total current liabilities 32,030 52,617

Long-term liabilities:
Warrant liabilities 1,111,217 1,589,171

Total liabilities 1,143,247 1,641,788
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COMMITMENTS (see Note 3)
Stockholders' equity (deficit):
Preferred stock; $0.0001 par value, 5,000,000
shares authorized; no shares issued or outstanding - -
Common stock; $0.001 par value; 200,000,000 shares
authorized; 27,001,740 shares issued and outstanding

27,002 27,002

Additional paid-in capital 2,452,644 2,452,644
Less: 11,700 shares of treasury stock, at cost (24,200) (24,200)
Deficit accumulated prior to 1991 (212,793) (212,793)
Accumulated deficit during the exploration stage (2,698,266) (2,949,902)
Total stockholders equity (deficit) (455,613) (707,249)
Total liabilities and stockholders' equity (deficit) $ 687,634 $ 934,539

The accompanying notes are an integral part of these consolidated financial statements.
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Consolidated Statements of Operations and
Comprehensive Income (Loss) (Unaudited)

Revenue:
Royalties, net
Gain on sale of property and mining claims

Total revenue

Expenses:
Exploration expense
Legal and accounting
Management and administrative
Directors' fees and professional services
Depreciation and depletion

Total expenses

Other income (expense):
Interest and dividend income
Interest expense
Gain on change in fair value of warrant liability
Loss on common stock and warrants
Gain on sale of securities
Impairment of investments

Total other income (expense)

Net income (loss) before income taxes
(Provision) Benefit for income taxes

Net Income (loss)

Three Months Ended
March 31,
2011 2010

-3 -3

53,836 62,014

28,678 50,769

124,982 136,034

- 93,500

3,064 3,064

210,560 345,381

47 12

(15,805) (1,097)

477,955 -

462,197 (1,085)

251,637 (346,466)

251,637 (346,466)

During Exploration
Stage
1991
Through
March 31,
2011

328,500
2,576,112
2,904,612

1,796,656
790,894
2,257,253
725,741
127,798
5,698,342

283,973
(112,262)
485,744
(250,617)
166,116
(52,299)
520,655

(2,273,075)
(151,496)
(2,424,571)
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Treasury stock cancelled -

Comprehensive income (loss) $ 251,637 $

Net Income ( loss) per common share  basic and
diluted $ 0.01 $

Weighted average common
shares outstanding-basic 27,001,740

Weighted average common 27,001,740

shares outstanding - diluted

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

(346,466)

0.02) $

18,770,136

(273,694)

$
(2,698,265)

(0.19)

14,383,472
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Consolidated Statements of Cash Flows
(Unaudited)

Cash flows from operating activities:
Net income (loss)

Adjustments to reconcile net Income (loss) to net
cash used in operating activities:

Depreciation and depletion
Common stock, warrants and options issued
for services
Adjustment for anti-dilution provisions
Amortization of directors fees prepaid
with common stock
Amortization of deferred financing costs
directors fees and professional services
Gain on sale of mining claims and other assets
Impairment loss on securities
Gain on change in fair value of warrant liability
Loss on issuance of common stock & warrants
Change in:
Prepaid expenses and other assets
Accounts payable and other accrued liabilities
Deferred salaries
Receivables

Net cash used by operating activities

Cash flows from investing activities:
Proceeds from sale of property and mining claims
Purchase of Dewey Mining Co. mining claims
Purchase of investments
Purchase of South Mountain Mines
Purchase of mining claims
Purchase of equipment
Proceeds from disposition of investments

Proceeds from disposition of equipment

During Exploration
Stage

1991
Three Months Ended Through
March 31, March 31,
2011 2010 2011
251,637 $

(346,466) $ (2,424,571)

3,064 3,064 127,798

] 44,000 192,320
86,084

53,400
74,058
76,500
(2,736,553)
52,335
(485,744)
250,617

(477,955) -

(309) 27,901
(20,586) (10,648)

(23,427)
17,463
21,000

124,955
(4,593,765)

(228,453) (188,649)

5,500,000
(2,923,888)
(354,530)
(357,497)
(59,930)
(168,577)
642,645
49,310
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Net cash provided by investing activities -

Cash flows from financing activities:
Proceeds from sale of common stock, net -

Proceeds from exercise of stock options & -
warrants

Acquisition of treasury stock -
Borrowing on related party note payable -
Payments on related party note payable -
Borrowing on notes payable -
Payments on notes payable -

Net cash provided (used) by financing -

activities

Net increase (decrease) in cash and cash equivalents (228,453)
Cash and cash equivalents, beginning of period 298,232
Cash and cash equivalents, end of period $ 69,779

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

$

(1,053)
(50,000)
(51,053)

(239,702)
266,207
26,505 $

2,327,533

2,033,867
508,600

(376,755)
421,500
(417,000)
50,000
(50,000)
2,170,212

(96,020)
165,799
69,779
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)
Consolidated Statements of Cash Flows

(continued)
(Unaudited)
During Exploration
Stage
1991
Three Months Ended Through
March 31, March 31,
2011 2010 2011
Non-cash investing and financing activities:
Stock issued to acquire equipment from related party
$ -3 - $ 11,850
Stock issued for mining contract $ - $ - $ 50,000
Stock issued for payment of accounts payable $ -3 - 8 29,250
Stock issued for payments on related party note
payable $ - $ - $ 4,500
Fair value of warrants issued in private placement $ - $ - $ 1,596,960
Stock issued for deferred compensation $ -3 - $ 21,000

12
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The accompanying notes are an integral part of these consolidated financial statements

13



Edgar Filing: THUNDER MOUNTAIN GOLD INC - Form 10-Q

Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

1.

Summary of Significant Accounting Policies and Business Operations

Business Operations

Thunder Mountain Gold, Inc. ( Thunder Mountain or the Company ) was originally incorporated under the laws of the
State of Idaho on November 9, 1935, under the name of Montgomery Mines, Inc. In April 1978, the Montgomery
Mines Corporation was obtained by a group of the Thunder Mountain property holders and changed its name to
Thunder Mountain Gold, Inc., with the primary goal to further develop their holdings in the Thunder Mountain
Mining District, located in Valley County, Idaho. Thunder Mountain Gold, Inc. takes its name from the Thunder
Mountain Mining District, where its principal lode mining claims were located. For several years, the Company s
activities were restricted to maintaining its property position and exploration activities. During 2005, the Company

sold its holdings in the Thunder Mountain Mining District. During 2007, the Company acquired the South Mountain
Mines property in southwest Idaho and initiated exploration activities on that property.

Exploration Stage Enterprise

The Company s financial statements are prepared using the accrual method of accounting and according to,

Accounting for Development Stage Enterprises, as it devotes substantially all of its efforts to acquiring and exploring
mining interests that will eventually provide sufficient net profits to sustain the Company s existence. Until such
interests are engaged in commercial production, the Company will continue to prepare its financial statements and
related disclosures in accordance with entities in the exploration stage.

Principles of Consolidation

14
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The Consolidated Financial Statements include the accounts of the Company and its wholly owned subsidiary,
Thunder Mountain Resources, Inc. All significant intercompany accounts and transactions have been eliminated and
any significant related party transactions have been disclosed.

Reclassifications

Certain reclassifications have been made to conform to prior periods data to the current presentation. These
reclassifications have no effect on the results of reported operations or stockholders equity (deficit).

Basis of Presentation

The unaudited financial statements have been prepared by the Company in accordance with accounting principles
generally accepted in the United States of America for interim financial information, as well as the instructions to
Form 10-Q. Accordingly, they do not include all of the information and footnotes required by accounting principles
generally accepted in the United States of America for complete financial statements. In the opinion of the Company s
management, all adjustments (consisting of only normal recurring accruals) considered necessary for a fair
presentation of the interim financial statements have been included. Operating results for the three months ended
March 31, 2011 are not necessarily indicative of the results that may be expected for the full year ending December
31,2011.

For further information refer to the financial statements and footnotes thereto in the Company s Annual Report on
Form 10-K for the year ended December 31, 2010.

15
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies and Business Operations, continued:

Going Concern

The accompanying consolidated financial statements have been prepared under the assumption that the Company will
continue as a going concern. The Company is an exploration stage company and has incurred losses since its inception
and its ability to continue as a going concern is dependent on the Company s ability to raise capital to fund its future
exploration and working capital requirements. The Company s plans for the long-term return to and continuation as a
going concern include financing the Company s future operations through sales of its common stock and the eventual
profitable exploitation of its mining properties.

The consolidated financial statements do not include any adjustments that might be necessary should the Company be
unable to continue as a going concern.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires 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 financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

16
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The Company considers cash in banks and highly liquid short term investments with original maturities when
acquired of three months or less to be cash and cash equivalents. The Company s cash was held in a Merrill Lynch
money market fund on March 31, 2011, which may not be covered by insurance of the Federal Deposit Insurance
Corporation (  FDIC ).

Fair Value Measures

ASC 820 requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs
when measuring fair value. ASC establishes a fair value hierarchy based on the level of independent, objective
evidence surrounding the inputs used to measure fair value. A financial instrument s categorization within the fair
value hierarchy is based upon the lowest level of input that is significant to the fair value measurement. ASC
prioritizes the inputs into three levels that may be used to measure fair value:

Level 1: Level 1 applies to assets or liabilities for which there are quoted prices in active markets for identical assets
or liabilities.

Level 2: Level 2 applies to assets or liabilities for which there are inputs other than quoted prices that are observable
for the asset or liability such as quoted prices for similar assets or liabilities in active markets; quoted prices for
identical assets or liabilities in markets with insufficient volume or infrequent transactions (less active markets); or
model-derived valuations in which significant inputs are observable or can be derived principally from, or
corroborated by, observable market data.

17
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

1.

Summary of Significant Accounting Policies and Business Operations, continued:

Level 3: Level 3 applies to assets or liabilities for which there are unobservable inputs to the valuation methodology
that are significant to the measurement of the fair value of the assets or liabilities.

Our financial instruments consist principally of cash. The table below sets forth our assets and liabilities measured at
fair value, whether recurring or non-recurring and the fair value calculation input hierarchy level that we have
determined applies to each asset and liability category.

Balance Balance Input

March 31,2011  December 31, 2010  Hierarchy level

Recurring:
Cash $ 69,779 $ 208,228 Level 1
Warrants $ (1,111,217) $ (1,589,171) Level 2

For the warrant liabilities which are measured at fair value on a recurring basis, the Company uses the Black-Scholes
valuation model with the following inputs as of March 31, 2011 and December 31, 2010:

March 31, 2011 December 31, 2010

18
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Stock price $0.26 $0.30

Exercise price $0.19 - $1.15 $0.20 - $1.15
Expected term 0.50 2.08 yrs 0.75 233 yrs
Estimated volatility 188% - 222% 209% - 280%
Discount rate 0.30% - 1.29% 0.29% - 1.02%

Property and Equipment

Property and equipment are carried at cost. Depreciation is computed using straight line depreciation methods with
useful lives of three to seven years. Major additions and improvements are capitalized. Costs of maintenance and
repairs, which do not improve or extend the life of the associated assets, are expensed in the period in which they are
incurred. When there is a disposition of property and equipment, the cost and related accumulated depreciation are
removed from the accounts and any gain or loss is reflected in net income.

Mining Properties and Claims

The Company capitalizes costs for acquiring mineral properties and expenses costs to maintain mineral rights and
leases as incurred. Exploration costs are expensed in the period in which they occur. Should a property reach the
production stage, these capitalized costs would be amortized using the units-of-production method on the basis of
periodic estimates of ore reserves. Mineral properties are periodically assessed for impairment of value, and any
subsequent losses are charged to operations at the time of impairment. If a property is abandoned or sold, its
capitalized costs are charged to operations.

19
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

Summary of Significant Accounting Policies and Business Operations, continued:

Income Taxes

The Company recognizes deferred income tax liabilities or assets at the end of each period using the tax rate expected
to be in effect when the taxes are actually paid or recovered. A valuation allowance is recognized on deferred tax
assets when it is more likely than not that some or all of the deferred tax assets will not be realized. The Company has
evaluated all tax positions for open years and has concluded that it has no material unrecognized tax benefits.
Management estimates their effective tax rate for the year ending December 31, 2011 will be 0%.

Reclamation and Remediation

The Company s operations have been, and are subject to, standards for mine reclamation that have been established by
various governmental agencies. The Company records the fair value of an asset retirement obligation as a liability in
the period in which the Company incurs a legal obligation for the retirement of tangible long-lived assets. A
corresponding asset is also recorded and depreciated over the life of the asset. After the initial measurement of the
asset retirement obligation, the liability will be adjusted at the end of each reporting period to reflect changes in the
estimated future cash flows underlying the obligation.

Determination of any amounts recognized upon adoption is based upon numerous estimates and assumptions,
including future retirement costs, future inflation rates and the credit-adjusted risk-free interest rates.

For non-operating properties, the Company accrues costs associated with environmental remediation obligations when
it is probable that such costs will be incurred and they are reasonably estimable. Such costs are based on management s
estimate of amounts expected to be incurred when the remediation work is performed.

20
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Share-Based Compensation

The Company requires all share-based payments to employees and directors, including grants of employee stock
options, be measured at fair value and expensed in the statement of operations over the service period. In addition to
the recognition of expense in the financial statements, any excess tax benefits received upon exercise of options will
be presented as a financing activity inflow rather than as an adjustment of operating activity as presented in prior
years.

Net Income (ILoss) Per Share

The Company is required to have dual presentation of basic earnings per share ( EPS ) and diluted EPS on the face of
all income statements for all entities with complex capital structures. Basic EPS is computed as net income divided by
the weighted average number of common shares outstanding for the period. Diluted EPS is calculated based on the
weighted average number of common shares outstanding during the period plus the effect of potentially dilutive
common stock equivalents, including warrants to purchase the Company s common stock.

10
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

1.

Summary of Significant Accounting Policies and Business Operations, continued:

As of March 31, 2011 and 2010, the remaining potentially dilutive common stock equivalents (warrants) not included
in the calculation of diluted earnings per share as their effect would have been anti-dilutive are as follows:

March 31, March 31,
For periods ended 2011 2010
Total possible dilution 7,313,271 15,000

2.
Stockholders Equity (Deficit)

The Company s common stock is at $0.001 par value with 200,000,000 shares authorized. The Company also has
5,000,000 authorized shares of preferred stock with a par value of $0.0001. No preferred shares have been issued.

The Company issued 200,000 shares of stock at $0.22 per share, the market price on the issue date of January 6, 2010
to Haywood Securities for a total cost of $44,000 that was expensed in Management and Administrative costs for
sponsorship of the Company on the TSX-V Exchange.

On September 24, 2010 (the Closing Date ) the Company completed a private placement offering for the sale of
6,130,271 Units with proceeds of $995,737, which are net of $188,349 in deferred financing costs. The subscription
agreements were denominated in Canadian dollars (Cdn$) at a prices of Cdn $0.20 per Unit. Each Unit was comprised

of one share of the Company s common stock (a Common Share ) and one share purchase warrant (a Warrant ). Each
Warrant entitles the holder to purchase one additional share of Company s common stock for a three year period at
staggered prices as follows: CDN$0.20 per share at any time until one year from the Closing Date; Cdn$0.25 per share
from one year until two years from the Closing Date; and Cdn$0.30 per share from two years until three years from
the Closing Date. If the Company s common stock trades at a closing price greater than Cdn$0.50 per share for 20
consecutive trading days after six months from the Closing Date, the Company can accelerate the expiration of the
Warrants by giving notice to the holders and in such case the Warrants will expire on the 30th day after the Company
provides notice to the holders of the Warrants. The Company concluded that the warrants issued in the private

22
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placement and to Haywood Securities Inc., a Canadian broker dealer, meet the definition of a derivative instrument as
defined in ASC 815 Derivative and Hedging which requires that the derivative instrument be accounted for separately
from the common equity issued in the offering unit.

Based on the guidance of ASC 815 Management concluded that the warrants should be classified as a liability and
recorded at fair value. The Company determined the fair value of the 6,605,271warrants issued in the offering using
the Black-Scholes option pricing model. The Company determined the fair value of the warrants to be $1,434,702
along with the $6,130 par value of the common stock on the date the offering exceeded the gross offering proceeds of
$1,190,216 by $250,617. The amount by which the par value of the common stock and fair value of the warrants
exceeded the offering proceed issued in the placement represents an additional offering expense incurred in the
placement and is recorded as a loss on placement in the statement of operations. The Company recognized a $424,798
gain on the change in the fair value of warrants during the three month period ending March 31, 2011.

11
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

2. Stockholders Equity (Deficit) continued:

The Company recorded a long term asset for the deferred financing costs related to the offering of $188,348. The
deferred financing costs include listing and legal fees along with a finder s fee paid to Haywood Securities Inc. and
Bolder Investment Partners, Ltd, both Canadian broker dealers, equal to 10% of the funds received as part of the
second and third tranches. The deferred financing costs are being amortized to the statement of operations over the life
of the warrants using the straight-line method, which approximates the effective interest rate method. The Company
also recognized $15,696 in amortization of deferred financings costs for the three months ended March 31, 2011.

In conjunction with the private placement, the Board approved the issuance of 78,000 units under the placement in full
satisfaction of $21,000 in deferred compensation owed to the Company s Vice President and Chief Financial Officer,
Eric T. Jones. Using the Black-Scholes option pricing model the Company recorded a liability related to the 78,000
warrants of $16,942. The Company recognized a $5,017 and $450 gain on the change in the fair value of the warrants
as of March 31, 2011 and December 31, 2010, respectively.

On May 10, 2010, the Company issued 1.25 million Units at $0.20 per Unit in a private placement for net proceeds of
$250,000. Each Unit consisted of one share of common stock and one Series A common stock purchase warrant. Each
Series A warrant is exercisable at $0.20 for one-half Series B common stock purchase warrant. Each whole Series B
warrant would be exercisable into one share of common stock at an exercise price of $0.75 per share. The warrants are
callable by the Company in the event that the Company s stock trades above $0.25 in the case of the Series A warrants,
and above $0.94 for the Series B warrants. The Company has accounted for the warrants as a derivative liability based
on the full ratchet and anti-dilution provisions contained in the Series B warrants. The Company has allocated
$145,316 of the proceeds from the private placement as a long term warrant liability and has recognized a $48,140
gain on the warrants at March 31, 2011 as a result of a change in fair value of those warrants.

As consideration for a sponsorship agreement, Haywood Securities, Inc. was issued 200,000 shares of stock on
January 6, 2010, that were valued at $0.22 per share, the market price on the issue date for a total cost of $44,000.
This amount was expensed in Management and Administrative costs for Haywood Securities sponsorship of the
Company on the TSX-V Exchange.

As authorized by Board Resolution on March 30, 2010, a total of 550,000 shares of common stock were issued to the
Company s Directors and three consultants. The stock was valued based on the fair market value of the Company s

common stock on the day of the awards and a stock payable of $93,500 was reflected in the Company s long-term
liabilities at March 31, 2010. The stock was issued on April 8, 2010.

12
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

2. Stockholders Equity (Deficit) continued:

The following is a summary of warrants as of March 31, 2011:

Exercise

Warrants Price Expiration Date
Warrants:
Outstanding and exercisable at December 31, 2009 15,000 $ 0.05 August 20, 2011
Warrants exercised (10,000) $ 0.05 August 20, 2011

Three years from exercise of

Warrants issued May 10, 2010 625,000 $ 075 Series A Warrant (1)
Warrants issued September 30, 2010 6,683,271 $ 0.21 September 30, 2013
Total warrants outstanding at December 31, 2010
and March 31, 2011 7,313,271 $ 021
ey

Each Series A Warrant is exercisable at $0.20 for one half a Series B Warrant; each whole Series B Warrant is
exercisable for one share of common stock.

3.

Commitments

On March 21, 2011, the Company signed an exploration agreement with Newmont Mining Corporation on the Trout
Creek Project that significantly expands the Trout Creek target area. Newmont s private mineral package added to the
Project surrounds the Company s claim group and consists of about 9,565 acres within a thirty-square mile Area of
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Influence defined in the agreement. Under the terms of the agreement, the Company is responsible for conducting the
exploration program and is obligated to expend a minimum of $150,000 over the next two years, with additional
expenditures possible in future years.

4.

Related Party Transactions

On March 31, 2010 the Board unanimously approved a resolution authorizing a bridge loan from E. James Collord,
the Company s CEO and a director, and Leta Mae Collord in the amount of $50,000 at an interest rate of 1% per month
with the first payment due in thirty days. The purpose of the bridge loan was to provide the Company operational
capital to meet its day to day operational needs. These funds were to be repaid upon receipt of funds from the
Haywood Securities (or other) financing and | not exceed 120 days from the date of the resolution. The Collords were
given the option that any portion or the amount loaned could be convertible to Company stock at the market price of
the warrant at the date of conversion, or $0.15 per share. As of March 31, 2010 no funds had been advanced to the
Company. On April 5, 2010, $50,000 was advanced to the Company and the entire balance of the loan including
interest due has been paid.

Of the 6,130,271 units issued in connection with the private placement that closed on September 24, 2010, 104,000
shares and warrants were issued to related parties.

On March 30, 2010 the Board of Directors granted 450,000 shares of common stock to certain Executive Officers,
Directors and outside consultants for services rendered in 2008 and 2009.
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Thunder Mountain Gold, Inc.
(An Exploration Stage Company)

Notes to Consolidated Financial Statements

S.

Subsequent Events

On April 4, 2011, the Board unanimously authorized a Private Placement for the sale of common stock purchase
warrants exercisable to common stock at a price to be determined at a later date by the President in the best interests
of the Company. This Private Placement will commence near the middle of May 2011, and with a goal of raising up to
three million dollars.
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Item 2. Management's Discussion and Analysis or Plan of Operation

FORWARD LOOKING STATEMENTS: The following discussion may contain forward-looking statements that involve
a number of risks and uncertainties. Factors that could cause actual results to differ materially include the following:
inability to locate property with mineralization, lack of financing for exploration efforts, competition to acquire
mining properties, risks inherent in the mining industry, and risk factors that are listed in the Company's reports and
registration statements filed with the Securities and Exchange Commission.

Management's discussion and analysis is intended to be read in conjunction with the Company's unaudited financial
statements and the integral notes thereto for the quarter ending September 30, 2010. The following statements may be
forward-looking in nature and actual results may differ materially.

The following Management s Discussion and Analysis of Financial Condition and Results of Operation ( MD&A ) is
intended to help the reader understand our financial condition. MD&A is provided as a supplement to, and should be
read in conjunction with, our financial statements and the accompanying integral notes ( Notes ) thereto. The following
statements may be forward-looking in nature and actual results may differ materially.

The Company employed three full-time budgeted salaried management during the quarter, and was able to meet its
immediate financial obligations during the first quarter 2011. The Company maintains its office in the Boise, Idaho
area in Garden City. This is the primary work area for the South Mountain Project and is utilized by Pete Parsley and
Eric Jones. Jim Collord has been working from this office on a part-time basis and living in a temporary residence in
Boise Idaho at no additional charge to the Company. He will continue to work from his home office in Elko, Nevada
while advancing the Trout Creek Project in Nevada, and will work out of the Boise office as the South Mountain
exploration program gears back up this spring.

The primary focus of Management during the first quarter of 2011 was to finish analyzing the exploration results from
their drilling at South Mountain in October, and to review data and complete the Trout Creek Nevada joint exploration
agreement with Newmont Mining. The 2010 South Mountain exploration program and the Newmont joint exploration
agreement are discussed in more detail below, along with a discussion of the Company's wholly-owned subsidiaries,
Thunder Mountain Resources, Inc. and South Mountain Mines, Inc.
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South Mountain Project, Owyhee County, Idaho (South Mountain Mines, Inc.)

The Company s land package at South Mountain consists of a total of private land under lease of approximately 542
acres, the original 17 patented claims (326 acres) that the Company owns outright plus and 21 unpatented claims (290
acres) that it staked in 2008 for a total of approximately 1,158 acres. The Company has is under negotiations on
additional private land surrounding the existing land package, and has applications in for approximately 3,100 acres of
Idaho State Land that covers areas of geologic interest; the lease on the Idaho State Lands is expected to be finalized
during the 1st Quarter 2011. All holdings are located in the South Mountain Mining District, Owyhee County, Idaho.

The historic production peaked during World War II when, base on smelter receipts, the production of direct shipped
ore totaled 53,653 tons containing 3,118 ounces of gold, 566,439 ounces of silver, 13,932 pounds of copper,
2,562,318 pounds of lead and 15,593,061 pounds of zinc. In addition to the direct-ship ore, a flotation mill was
constructed and operated during the late-1940s and early-1950s; no production information is available on the tons,
grade and concentrate associated with this phase of the operation, but it is estimated that between 30,000 and 40,000
tons of ore were mined and processed based on the estimated volume of mill tailings that remained on site.
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Location uth Mountain and Clover Mountain Project,

A multi-lithic Intrusive Breccia outcrop was identified and sampled in 2008 on property leased by the Company. This
large area, approximately one mile long and one-half a mile wide, is located several thousand feet south of the main
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mine area. The Intrusive Breccia is composed of rounded to sub-rounded fragments of altered intrusive rock and
silicified fragments of altered schist and marble. Initial rock chip samples from the outcrop area ranged from 0.49
ppm to 1.70 ppm gold, and follow-up outcrop and float sampling in 2009 