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EXPLANATORY NOTE
Silver Dragon Resources Inc. (the “Company” or “we” or “Silver Dragon”) is filing this
Amendment No. 1 to its Quarterly Report on Form 10-Q for the fiscal quarter ended June 30,
2012 (this “Amendment”) to (i) revise the disclosure in our original Quarterly Report on Form
10-Q for the quarter ended June 30, 2012 (the “Original Form 10-Q”) in order to comply with
Industry Guide 7 promulgated by the United States Securities and Exchange Commission (the
“SEC”), (ii) include restated financial statements for the periods ended June 30, 2012 and 2011
(the “Financial Restatement”, and the original financial statements included in the Original Form
10-Q being referred to herein as the “Original Financials”), (iii) make corresponding changes to
other disclosures, (iv) provide additional disclosures that were required to be disclosed in our
Original Form 10-Q, and (v) enhance overall readability and organization. As a result of the
Company’s discovery of a number of errors in the Original Financials, the Company determined
that changes were needed to the Original Financials. Specifically, the Original Financials
contained errors in connection with the Company’s convertible financing arrangements,
including the following:







in connection with a convertible financing arrangement, the Company had recorded a
secured and collateralized promissory note that is not effective as if it was effective
before June 30, 2012;
default provisions within certain notes payable agreements were in violation resulting in
the requirement to recognize penalties and interest as the case may be, and which had not
been recognized by the Company;
on February 10, 2012, the Company entered into two convertible notes payable and a
promissory note receivable that were not previously recorded; and
on June 15, 2012, the Company settled a promissory note receivable and a convertible
redeemable note payable on a net basis that was not previously recorded.

For more information concerning the Financial Restatement, please refer to Note 4 to the
financial statements for the periods ended June 30, 2012 and 2011 included in this Amendment,

and Note 5 to the financial statements for the years ended December 31, 2011 and 2010 included
in Amendment No. 1 to our Annual Report on Form 10-K, which was filed with the SEC on
April 17, 2013.
In addition, we are including in this Amendment (i) currently dated certifications from our
principal executive, financial and accounting officer, as required, in Exhibits 31.1 and 31.2, (ii)
additional exhibits and (iii) updated signature pages. Except as expressly set forth herein, this
Amendment does not otherwise revise or restate the Original Form 10-Q. Accordingly, this
Amendment should be read in conjunction with the Company’s filings with the SEC subsequent
to the filing of the Original Form 10-Q.
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PART I: FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Interim Condensed Consolidated Balance Sheets

3

20
24
24
24
25
25
27
27
28
30

(Unaudited)
June 30,
2012
(Restated note 4)
ASSETS
Current assets
Cash
Other receivable
Notes receivable (note 6)
Deferred expenses
Prepaid expenses
Total current assets

$

Notes receivable (note 6)
Deferred expenses
Plant and equipment, net (note 7)
Equity investment (note 8)
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable
Accrued liabilities
Promissory note payable (note 9)
Convertible notes payable (note 10)
Total liabilities

114,568
12,474
2,277,500
75,500
99,458
2,579,500

975,000
126,000
307,569
4,763,984

975,000
154,000
43,762
4,328,143

$

7,069,549 $

8,080,405

$

596,223 $
396,872
166,623
2,464,188
3,623,906

526,270
346,579
166,623
3,290,592
4,330,064

Capital stock (note 12)
Preferred stock, $0.0001 par value, 20,000,000 shares authorized, none issued
and outstanding
Common stock, $0.0001 par value, 300,000,000 shares authorized (2011 –
300,000,000), 217,827,684 shares issued and outstanding (2011 –
136,400,449 issued and outstanding)
Additional paid-in capital (note 12)
Treasury (550,000 shares)
Deficit accumulated during the exploration stage
Accumulated comprehensive income
Stockholders’ equity
Total liabilities and stockholders’ equity

55,101 $
31,290
683,295
74,791
52,519
896,996

December 31,
2011
Restated

–

21,898
46,356,952
(209,000)
(42,810,196)
85,989
3,445,643
$

7,069,549 $

–

13,640
43,880,995
(209,000)
(40,050,281)
114,987
3,750,341
8,080,405

Going concern (note 2)
Commitments and contingencies (note 14)

The accompanying notes are an integral part of these interim condensed consolidated financial
statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Interim Condensed Consolidated Statements of Operations and Comprehensive Loss
For the three and six-month periods ended June 30, 2012 and 2011 and Cumulative for the period from May
9, 1996 (date of
inception) to June 30, 2012
(Unaudited)
For the three-month periods
ended
June 30,
2012
(Restated note 4)
Operating expenses
Exploration
$
General and administrative
Write-off of Mexican assets
Total operating expenses
Loss from operations
Other (expenses) income
Interest expense and loss on
settlement
Interest income
Net loss on equity investment
Forgiveness of debt
Gain on sale of interest in
subsidiary
Non-recurring items
Total other expenses
Loss before income taxes
Provision for income taxes
Net loss from continuing
operations, after tax
Minority interest
Loss from discontinued
operations (net of tax)

June 30,
2012
(Restated note 4)

For the period
from May 9,
1996 (date of
June 30,
inception) to
2011 June 30, 2012
(Restated note 4)

– $
455,923
–
455,923
(455,923)

– $
547,835
–
547,835
(547,835)

(628,142)
3,829
(200,659)
–

(302,107)
37,500
(138,597)
–

(1,472,980)
14,816
(339,174)
–

(395,941)
37,500
(190,858)
–

(3,074,775)
100,369
(1,619,351)
38,871

–
–
(824,972)

–
–
(403,204)

–
–
(1,797,338)

–
–
(549,299)

1,816,733
(713,269)
(3,451,422)

(1,280,895)
–

(951,039)
–

(2,759,915)
–

(1,685,735)
–

(42,760,462)
–

(1,280,895)
–

(951,039)
–

(2,759,915)
–

(1,685,735)
–

(42,760,462)
253,021

–

Net loss
Other comprehensive income
(loss):
Foreign exchange gain (loss)

June 30,
2011

For the six-month periods
ended

(1,280,895)

(13,237)

Comprehensive loss

$ (1,294,132) $

Net loss per common share –
basic and diluted

$

(0.01) $

–
(951,039)

15,396

– $
–$
1,136,436
962,577
–
–
1,136,436
962,577
(1,136,436)
(962,577)

–

–

(2,759,915)

(1,685,735)

(28,998)

(8,769)

(935,643) $ (2,788,913) $ (1,694,504)$

(0.01) $

(0.01) $

(0.02)

7,174,048
28,892,953
3,242,039
39,309,040
(39,309,040)

(302,755)
(42,810,196)

85,989
(42,724,207)

Weighted average number of
common shares outstanding
– basic and diluted

189,853,373

108,240,794

204,173,930

106,338,598

The accompanying notes are an integral part of these interim condensed consolidated financial
statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Interim Condensed Consolidated Statements of Stockholders’ Equity
For the six-month periods ended June 30, 2012 and year end December 31, 2011
(Unaudited)
Common Stock Additional
Deficit Treasury
Accumulated
Total
Paid-in Accumulated
Stock Comprehensive Stockholders'
Number of Amount
Shares
$
Capital
During the
$
Income
Equity
$ Exploration
(Loss)
$
Stage
$
$
Balance,
December
31, 2010

98,728,017

Shares issued for
cash
2,812,500
Shares issued for
services
1,490,000
Shares issued on
conversion of
notes
27,736,036
Shares issued for
settlement of
debt
5,883,896
Shares cancelled
(750,000)
Warrants issued
for cash
Warrants issued
for services
Shares issued on
financing
500,000
Share issuance
costs
Beneficial
conversion
feature
Accumulated
comprehensi
ve loss
Net loss, 2011
-

9,873 39,641,412

(36,054,080) (209,000)

21,354

3,409,559

281

249,719

-

-

-

250,000

149

174,426

-

-

-

174,575

2,774

1,352,849

-

-

-

1,355,623

434,085
(83,550)

-

-

-

434,673
(83,625)

-

80,389

-

-

-

80,389

-

373,695

-

-

-

373,695

50

24,950

-

-

-

25,000

(8,750)

-

-

-

(8,750)

-

-

-

-

93,633
-

588
(75)

-

-

1,641,770

-

-

(3,996,201)

1,641,770

93,633
(3,996,201)

Balance,
December
31, 2011
Restated

136,400,449

Shares issued for
cash
700,000
Shares issued for
services
457,143
Shares issued on
conversion of
notes
80,270,092
Warrants issued
for services
Beneficial
conversion
feature
Accumulated
comprehensi
ve loss
Net loss, 2012
Balance, June
30, 2012
(Restated –
note 4)
217,827,684

13,640 43,880,995

(40,050,281) (209,000)

114,987

3,750,341

70

20,930

-

-

-

21,000

46

25,954

-

-

-

26,000

8,142

1,438,495

-

-

-

1,446,637

-

117,925

-

-

-

117,925

-

872,653

-

-

-

872,653

-

-

21,898 46,356,952

(2,759,915)

-

(42,810,196) (209,000)

(28,998)
-

(28,998)
(2,759,915)

85,989

3,445,643

The accompanying notes are an integral part of these interim condensed consolidated financial
statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Interim Condensed Consolidated Statements of Cash Flows
For the six-month periods ended June 30, 2012 and 2011 and
Cumulative for the period from May 9, 1996 (date of inception) to June 30, 2012
(Unaudited)
For the period
from May 9, 1996 (date
June 30,
June 30,
of inception) through
2011
2012
June 30, 2012
(Restated - (Restated –
(Restated note 4)
note 4)
note 4)
Cash flows from operating activities
Net loss
Net loss from discontinued operations
Net loss from continuing operations excluding minority
interest
Adjustments for:
Depreciation

$ (2,759,915) $ (1,685,735) $
(2,759,915)
25,033

(1,685,735)
23,557

(42,810,196)
302,755
(42,507,441)
596,986

Net loss from equity investment
Interest on convertible notes payable
Shares issued for services
Warrants and options issued for services
Amortization of beneficial conversion feature
Write-down of mineral rights
Write-down of assets
Other
Changes in non-cash working capital:
Other receivable
Deferred expenses
Prepaid expenses
Accounts payable
Accrued liabilities
Other
Net cash used in operating activities
Cash flows from investing activities
Investments in mineral rights
Additional contribution to Sino-Top
Acquisition of plant and equipment
Other
Net cash (used in) investing activities
Cash flows from financing activities
Proceeds from issuance of common stock and warrants
Share issuance costs
Related party loans payable
Repayments of related party payables
Minority interest
Promissory note payable
Write-down of promissory note payable
Issuance of convertible notes payable
Other
Net cash provided by financing activities
Effect of exchange rate on cash
(Decrease) increase in cash
Cash - beginning of period
Cash - end of period

339,174
152,562
26,000
117,925
949,200
-

190,858
6,800
174,575
228,552
165,354
-

1,619,351
297,622
8,590,071
3,991,090
1,496,503
3,411,309
240,063
(1,630,814)

(18,816)
28,709
46,939
69,953
50,293
(972,943)

(51,773)
(45,338)
(567)
957
(992,760)

(107,462)
342,623
46,939
2,233,396
366,037
778,688
(20,235,039)

(775,015)
(288,840)

(85,272)
(85,272)

(1,920,441)
(4,426,570)
(1,270,326)
4,364,090
(3,253,247)

(1,063,855)

125,000
21,000
(8,750)
(260,256)
1,243,626
1,985,329
1,099,620
2,006,329
(30,123)
(28,998)
(8,535)
(59,467)
96,563
114,568
88,028 $
$
55,101 $

18,168,492
(206,686)
1,192,922
(722,813)
253,021
516,623
(350,000)
4,620,916
(59,609)
23,412,866
130,521
55,101
55,101

Supplemental cash flow information (note 13)
The accompanying notes are an integral part of these interim condensed consolidated financial
statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

1. Nature of Business and Basis of Presentation
Silver Dragon Resources Inc. was incorporated on May 9, 1996 in the State of Delaware and its
executive office is in Toronto, Canada. It carries out operations in Canada, Mexico and China.
Silver Dragon Resources Inc. and its subsidiary and affiliate (collectively referred to as “Silver
Dragon” or the “Company”) are in the exploration stage as defined by Financial Accounting
Standards Board’s (“FASB”) Accounting Standard Codification (“ASC”) 915 “Accounting and
Reporting For Development Stage Entities”.
The Company’s strategy is to acquire and develop a portfolio of silver properties in proven silver
districts globally. To date, the Company has generated no sales and has devoted its efforts
primarily to financing, by issuing common shares and convertible debt, and exploring its
properties.
The accompanying interim condensed consolidated financial statements of the Company have
been prepared following accounting principles generally accepted in the United States (“US
GAAP”), are expressed in United States funds, and pursuant to the regulations of the Securities
and Exchange Commission (“SEC”) for interim condensed financial statements. In the opinion
of management, all adjustments necessary for a fair presentation have been included. These
interim condensed consolidated financial statements should be read in conjunction with the
restated consolidated financial statements of the Company for the fiscal year ended December 31,
2011 filed in the Company’s Annual Report on Form 10-K/A.
2. Going Concern and Exploration Stage Activities
These interim condensed consolidated financial statements have been prepared in accordance
with US GAAP applicable to a going concern, which assumes that the Company will be able to
meet its obligations and continue its operations for its next twelve months.
At June 30, 2012, the Company had a working capital deficit of $2,726,910 (December 31, 2011
– $1,750,564), has not yet achieved profitable operations, incurred a net loss of $2,759,915 for
the six-month period ended June 30, 2012 (2011 - $1,685,735), has accumulated losses of
$42,810,196 since its inception, and expects to incur further losses in the development of its
business. These factors cast doubt as to the Company’s ability to continue as a going concern,
which is dependent upon its ability to obtain the necessary financing to repay liabilities when
they come due, and in the long-run is dependent upon achieving profitable operations.
Management believes that the Company will be able to obtain additional funds by equity or
convertible debt financing; however, there is no assurance of additional funding being available
or available on acceptable terms. Realization values may be substantially different from carrying
values as shown. These interim condensed consolidated financial statements do not include any
adjustments to reflect the future effects on the recoverability and classification of assets or the
amounts and classification of liabilities that may result if the Company were unable to continue
as a going concern.
3. Recent Accounting Pronouncements

There were various accounting standards and interpretations issued during the period ended June
30, 2012, none of which are expected to have a material impact on the Company’s consolidated
financial position, operations, or cash flows.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

4. Restatement Correction of Errors
The following schedule summarizes the impact of the restatement:
Interim Condensed Consolidated Balance Sheet

Note receivable – current
Notes receivable – long term
Total assets
Accrued liabilities
Convertible notes payable
Total liabilities
Additional paid-in capital
Deficit accumulated during the exploration stage
Stockholders’ equity
Total liabilities and stockholders’ equity

June 30,
2012
June 30,
As
2012
Previously
As
Reported Adjustments
Restated
$
$
$
Notes
649,405
33,890
(a)
683,295
1,475,000
(500,000)
(a), (d),(e)
975,000
7,535,659
(466,110) 7,069,549
551,970
(155,098)
(b)
396,872
3,231,899
(767,711) 2,464,188 (a),(b),(c),(d),(e)
4,546,715
(922,809) 3,623,906
45,703,586
653,366 46,356,952
(c)
(42,613,529)
(196,667) (42,810,196)
(c)
2,988,944
456,699
3,445,643
7,535,659
(466,110) 7,069,549
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

4. Restatement Correction of Errors, continued
Condensed Interim Consolidated Statement of Operations and Comprehensive Loss

Interest expense
Total other expenses
Loss before income taxes
Net loss
Comprehensive loss

For three months ended
June 30,
2012
June 30,
As
2012
Previously
As
Reported Adjustments
Restated
$
$
$
(505,396)
(122,746)
(628,142)
(702,226)
(122,746)
(824,972)
(1,158,149)
(122,746) (1,280,895)
(1,158,149)
(122,746) (1,280,895)
(1,171,386)
(122,746) (1,294,132)

Interest expense
Total other expenses
Loss before income taxes
Net loss
Comprehensive loss

For six months ended
June 30,
2012
June 30,
As
2012 Cumulative
Previously
As
As
Reported Adjustments Restated
Restated
$
$
$
$
(1,256,922)
(216,058) (1,472,980) (3,074,775)
(1,581,280)
(216,058) (1,797,338) (3,451,422)
(2,543,857)
(216,058) (2,759,915) (42,760,462)
(2,543,857)
(216,058) (2,759,915) (42,810,196)
(2,572,855)
(216,058) (2,788,913) (42,724,207)

Notes
(c)

Notes
(c)

There were no changes to earnings per share as a result of the adjustments.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

4. Restatement Correction of Errors, continued
Condensed Interim Consolidated Statement of Cash Flow
June 30,
2012
As
Previously
Reported Adjustments
$
$
Cash flows from operating activities
Net loss
Net loss from continuing operations
excluding minority interest
Adjustments for:

June 30,
2012 Cumulative
As
As
Restated
Restated
$
$

(2,543,857)

(216,058) (2,759,915) (42,829,587)

(2,543,857)

(216,058) (2,759,915) (42,526,832)

Notes

Amortization of beneficial conversion feature
646,253
Changes in non-cash working capital:
Accrued liabilities
57,468
Net cash used in operating activities
(1,052,658)
Cash flows from financing activities:
Issuance of convertible notes payable
2,065,045
Net cash provided by financing activities
2,086,045

302,947
(7,175)
79,714

(18,818)

(c)

336,037
50,293
(972,944) (20,022,601)

(79,714) 1,985,331
(79,714) 2,006,331

June 30,
2011
As
Previously
Reported Adjustments
$
$
Cash flows from operating activities
Adjustments for:
Amortization of beneficial conversion feature
184,172
Changes in non-cash working capital:
Accounts payable
(1,487)
Accrued liabilities
102,193
Net cash used in operating activities
(873,626)
Cash flows from financing activities:
Issuance of convertible notes payable
1,124,492
Net cash provided by financing activities
980,486

1,496,503

949,200

4,408,478
23,200,428

June 30,
2011 Cumulative
As
As
Restated
Restated
$
$

165,354

(a)

(b), (c)

Notes

265,195

920
(567) 2,329,772
(101,236)
957
270,588
(119,134) (922,760) (17,916,506)
119,134 1,243,626
119,134 1,099,620

(c)

(a)

(6,487,627) (b), (c)
20,038,069)
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

4. Restatement Correction of Errors, continued
(a)

On April 19, 2011, the Company recorded and disclosed the closing of a convertible financing agreement with
a privately held investment firm. The total planned funding was executed through a series of five secured and
collateralized promissory notes receivable to the Company and five convertible promissory notes payable to
the investor.
The Company had recorded one of the secured and collateralized promissory notes as if it were effective
before June 30, 2012 as opposed to when it became effective subsequent to June 30, 2012.
The Company reversed $500,000 of a secured and collateralized promissory note receivable that was not yet
executed.

(b)

The Company reclassified accrued interest of $155,098 from accrued liabilities to convertible notes payable to
better reflect the payable balance.

(c)

Default provisions within certain notes payable agreements were in violation resulting in the requirement to
recognize penalties and interest as the case may be, and which had not been recognized by the Company to
comply with the agreed upon terms and conditions as set out in the respective notes payable agreements.

The Company recorded $203,442 (2011 - $148,912) for a default of certain terms and covenants of a note
payable by the Company having occurred on March 1, 2011 and requiring an increase in the stated interest rate
from 5% to 12% per annum.
The Company reversed $7,463 to correct interest on a certain note payable relating to 2011.
The Company reversed $89,082 (2011 - $66,014) of interest on a note payable that was not executed prior to
June 30, 2012.
The Company reversed $525,000 of a convertible promissory note payable that were not yet executed.
An adjustment of $175,000 and $25,000 was made by the Company to de-recognize the associated beneficial
conversion features and deferred financing charges, respectively, on the notes payable which were treated as if
effective before June 30, 2012.
An adjustment of $157,986 (2011 - $109,375) and $22,570 (2011 - $11,459) to reverse the accretion recorded
on the above mentioned beneficial conversion features and deferred financing charges, respectively, on the
notes payable which were treated as if effective before June 30, 2012.
The Company adjusted for beneficial conversion features in the amount of $678,366 (2011 - $188,570) not
properly recognized on the passing of certain contingencies. The accretion of $105,692 (2011 - $26,008) was
recorded in conjunction of the beneficial conversion feature.
The Company reversed interest of $52,110 on the settlement of debt on January 31, 2012.
(d)

On February 10, 2012, the Company entered into two convertible notes payable and a promissory notes
receivable agreements that were not previously recorded. Accordingly, the Company increased the notes
receivable by $336,000, convertible notes payable by $186,000, additional paid-in capital by $150,000 and
expensed $63,417 to interest.

(e)

On June 15, 2012, the Company settled a convertible redeemable note payable and a promissory note
receivable on a net basis that was not previously recorded. Accordingly, the Company decreased notes
receivable by $250,000, decreased convertible notes payable by $200,893 and increased interest expense by
$49,107.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Interim Condensed Consolidated Financial Statements
June 30, 2012 and 2011
(Unaudited)

5. Financial Instruments
The carrying value of cash, other receivable, current portion of notes receivable, accounts
payable, accrued liabilities, promissory note payable, current portion of convertible notes
payable and related party payables approximated their fair value as of June 30, 2012 and
December 31, 2011 due to their short-term nature. Management believes that the carrying value

of the non-current portion of convertible notes payable and notes receivable approximates their
fair value using the present value method.
Interest and Credit Risk
In the opinion of management, the Company is not exposed to significant interest or credit risks
arising from its financial instruments.
Currency Risk
While the reporting currency is the United States Dollar, $54,214 of consolidated expenses for
the six-month period ended June 30, 2012 are denominated in Mexican Pesos; and $469,203 of
consolidated expenses for the period ended June 30, 2012, are denominated in Canadian Dollars.
As at June 30, 2012, $558,188 of the net monetary liabilities are denominated in Mexican Pesos;
and $1,710,883 of the net monetary liabilities are denominated in Canadian Dollars. The
Company has not entered into any hedging transactions to reduce the exposure to currency risk.
6. Notes Receivable
Secured Buyer Notes
Promissory Notes
Secured and Collateralized Promissory Note
Total Notes Receivable
Less: Current Portion
Long-Term Notes Receivable

June 30, 2012 December 31, 2011
1,677,500
$
497,295 $
250,000
186,000
1,325,000
975,000
3,252,500
1,658,295
(2,277,500)
(683,295)
975,000
$
975,000 $

On January 31, 2012, the Company agreed to modify the terms of certain secured buyer notes
receivable which were due between November 15, 2011 and April 15, 2012 in exchange for
$800,000 as payment in full of the amounts owed pursuant to certain secured buyers notes
receivable. The note due on April 15, 2012 was partially redeemed. The Company recorded a
loss on settlement of $394,967 on the transaction.
On February 10, 2012, the Company issued a convertible redeemable note payable (note 10). In
consideration the Company received a promissory note receivable for $200,000, bearing interest
at 6% per annum and secured by assets pledged as collateral. $100,000 of principal under this
note receivable was due and payable on September 1, 2012 and the balance of $100,000 of
principal and accrued interest was due and payable on November 1, 2012.
On April 25, 2012, the Company entered into an amendment to cancel the remaining convertible
promissory note payable that was issued on April 19, 2011(note 10) and the $375,000 receivable.
On April 26, 2012, Company issued a convertible promissory note payable (note 10). In
consideration the Company received a secured and collateralized promissory note receivable in
the principal amount of $500,000, bearing interest at a one-time charge of 5.25%, due April 26,
2015.

On June 15, 2012, the Company settled a convertible redeemable note payable and a promissory
note receivable on a net basis that were issued December 15, 2011 (note 10) in the amount of
$250,000.
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7. Plant and Equipment, net

Computer hardware
Office equipment
Leasehold improvements

June 30, December 31,
Accumulated
2012
2011
Cost depreciation Net book value Net book value
$ 40,559 $
33,297 $
8,543
7,262 $
45,720
30,161
17,290
15,559
289,665
4,917
17,929
284,748
$ 375,944 $
68,375 $
43,762
307,569 $

8. Equity Investment
Sanhe Sino-Top Resources & Technologies Ltd., China
The Company owns 40% of Sino-Top, whose assets mainly consist of six exploration properties.
Erbahuo, a seventh exploration property controlled by Sino-Top is owned by Chifeng Silver
Dragon Resources and Technology, Ltd. (“Chifeng”), which is a wholly-owned subsidiary of
Sino-Top. The Company has a 21% net interest in the after-tax profits of the Erbahuo Silver
Project through a third party mining arrangement.
In May 2012, the Company entered into an agreement to sell its interest in Chifeng to a private
Chinese investor for RMB7.4 million or $1,164,020 of which RMB6.0 million or $943,306 was
received subsequent to June 30, 2012.

Carrying value of investment at December 31, 2011
Additional investment and advances
40% share of net loss for the six-month period ended June 30, 2012
Carrying value of investment at June 30, 2012

$

June 30,
2012
4,328,143
775,015
(339,174)
4,763,984

2012
(235,772) $

2011
(79,976)

$

Share of loss for the six-month period ending June 30:
Exploration expenses

$

General and administrative expenses
Share of loss for the period (at 40%)

(110,882)
(190,858)

(103,402)
(339,174) $

$

Summarized unaudited financial data of Sino Top for the six month period ended June 30:
Revenue
Net (loss) income
Current assets
Total assets
Current liabilities
Total liabilities

$
$
$
$
$
$

2012
(1,775,363)
1,661,003
2,102,611
5,797,359
5,797,359

2011
233,525
3,087,235
3,243,487
5,382,949
5,382,949

$
$
$
$
$
$

9. Promissory Note Payable
In 2008, a promissory note was signed with a vendor in the amount of $166,623 at an interest
rate of 5% per month, unsecured, and no maturity date. During the six-month period ended June
30, 2012, the Company incurred interest of $49,987 (2011 - $49,987).
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10. Convertible Notes Payable
Secured Convertible Convertible
Convertible Redeemable Promissory Convertible
Total
Promissory Note
Note
Note
Notes
$
- $
- $
- $
170,000 $ 170,000
2,500,000
768,000
2,000,000
300,000 5,568,000

Balance, December 31, 2010
Issued
Deferred Financing
Costs Capitalized
Value attributable to Warrants
Beneficial Conversion Feature, net of
accretion
Interest Accrual
Converted
Unamortized Financing Costs
Balance, December 31, 2011
$
Issued
Deferred Financing Costs Capitalized
Cancelled
Warrant accretion
Beneficial Conversion Feature, net of

266,500
(189,132)

32,000
-

100,000
-

(352,239)
177,304
(185,381)
(285,246)
1,931,806 $

(247,322)
5,467
(318,100)
(19,700)
220,345 $

(561,458)
45,986
(392,086)
(157,780)
1,039,662 $

30,262
(379,764)

336,000
14,000
(250,000)
(6,695)

500,000
25,000
(425,000)
160,414

-

398,500
(189,132)

(33,286) (1,194,305)
2,065
230,822
(340,000) (1,235,567)
(457,726)
98,779 $ 3,290,592
135,000
5,271

971,000
39,000
(675,000)
30,262
(220,774)

accretion
Interest Accrual
Converted
Accretion of Financing Costs
Balance, June 30, 2012

$

53,324
(508,844)
45,639
1,172,423 $

40,400
(81,900)
108,254
439,551 $

(26,906)
(588,830)
95,486
779,826 $

4,485
71,303
(112,000) (1,291,574)
249,379
131,535 $ 2,464,188
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10. Convertible Notes Payable, (continued)
On January 27, 2012, the Company issued a convertible note payable in the principal amount of
$42,500. The convertible note payable bears interest at the rate of 8% per annum, is due October
30, 2012, and is unsecured. The convertible note payable is convertible into common stock, at
the lender’s option, at a 30% discount to the average of the three lowest closing prices of the
common stock during the 10 trading day period prior to conversion.
On January 31, 2012, the Company recognized a beneficial conversion feature in the amount of
$489,796, upon the funding of the third to eighth tranches of the notes receivable.
On February 10, 2012, the Company issued a convertible redeemable note payable in the
principal amount of $150,000. As consideration the Company received cash. The convertible
redeemable note payable bears interest at the rate of 6% per annum, is due February 10, 2014,
and is unsecured. On February 10, 2012, the Company defaulted on certain terms of the
convertible redeemable note payable which required the Company to reserve a bank of
12,000,000 shares. The default called for an increase to the interest rate from 6% to 24% per
annum.
On February 10, 2012, the Company issued a convertible redeemable note payable in the
principal amount of $200,000. As consideration the Company received a promissory note
receivable (note 6). The convertible redeemable note payable bears interest at the rate of 6% per
annum, is due February 10, 2014, and is unsecured. On February 10, 2012, the Company
defaulted on certain terms of the convertible redeemable note payable which required the
Company to reserve a bank of 12,000,000 shares. The default called for an increase to the
interest rate from 6% to 24% per annum.
On March 15, 2012, the Company issued a convertible note payable in the principal amount of
$51,000. The convertible note payable bears interest at the rate of 8% per annum, is due
December 19, 2012, and is unsecured. The convertible note payable is convertible into common
stock, at the lender’s option, at a 30% discount to the average of the three lowest closing prices
of the common stock during the 10 trading day period prior to conversion.

On April 25, 2012, the Company entered into an amendment to cancel the remaining convertible
promissory note payable that was issued on April 19, 2011 and the $375,000 receivable (note 6).
On April 26, 2012, the Company issued a convertible promissory note payable in the principal
amount of $525,000. As consideration the Company received a secured and collateralized
promissory note receivable (note 6). The convertible promissory note payable bears interest one
time at the rate of 5% on the principal amount and is due April 26, 2015. The secured and
collateralized promissory note receivable bears interest at a one time charge of 5.25%, due April
26, 2015.
On May 16, 2012, the Company issued a convertible note payable in the principal amount of
$41,500. The convertible note payable bears interest at the rate of 8% per annum, is due
February 21, 2013, and is unsecured. The convertible note payable is convertible into common
stock, at the lender’s option, at a 30% discount to the average of the three lowest closing prices
of the common stock during the 10 trading day period prior to conversion.
On June 15, 2012, the Company settled a convertible redeemable note payable and a promissory
note receivable on a net basis that was issued December 15, 2011 (note 6) in the amount of
$250,000.
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11. Related Party Transactions and Balances
During the six-month period ended June 30, 2012, the Company incurred $151,920 (2011 $142,647) in management fees paid to a company controlled by a director for his services as
chief executive officer.
During the six-month period ended June 30, 2012, the Company incurred $10,288 (2011 - $nil)
in rent paid to a company controlled by a director. Included in prepaids is a deposit of $5,115
(2011 - $nil)
These transactions were in the normal course of operations and have been recorded at the
exchange amounts which the parties believe to be fair value.
12. Capital Stock
On February 3, 2012, the Company issued 357,143 shares of the Company’s common stock for
legal services rendered, for fair value of $20,000.

On February 15, 2012, the Company issued 100,000 shares of the Company’s common stock to
an individual for services rendered, for fair value of $6,000.
On March 22, 2012, the Company issued 2,225,000 common share purchase warrants to
directors and employees for services rendered at an exercise price of $0.06 exercisable for a
period of three years from the date of issuance, for fair value of $117,925.
On April 10, 2012, the Company issued 700,000 shares of the Company’s common stock to an
accredited investor pursuant to a private placement at $0.03 per unit, for fair value of $21,000.
During the six-month period ended June 30, 2012, the Company issued 27,638,219 common
shares pursuant to the conversion of a note of $511,344 principal and $83,616 interest (note 10).
During the six-month period ended June 30, 2012, the Company issued 1,522,690 common
shares pursuant to the conversion of a note of $81,900 principal and $2,683 interest (note 10).
During the six-month period ended June 30, 2012, the Company issued 37,442,798 common
shares pursuant to the conversion of a note of $588,831 principal and $64,063 interest (note 10).
During the six-month period ended June 30, 2012, the Company issued 13,666,385 common
shares pursuant to the conversion of notes of $112,000 principal and $2,200 interest (note 10).
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12. Capital Stock, continued
Warrants
As at June 30, 2012, 19,003,000 warrants were outstanding, having an exercise price between
$0.06 and $1.25 per share with an average remaining contractual life of 1.47 years.

Balance, December 31, 2011
Issued during the six-month period ended June 30, 2012
Cancelled during the six-month period ended June 30, 2012
Expired during the six-month period ended June 30, 2012
Balance, June 30, 2012

Weighted
Number of average exercise
warrants
price
22,978,000 $
0.48
2,225,000
0.06
(4,200,000)
(0.50)
(2,000,000)
(0.42)
19,003,000 $
0.43

As at June 30, 2012, the range of exercise prices of the outstanding warrants were as follows:

Range of exercise prices
$0.06 - $1.00
$1.01 - $1.25

Number of
warrants
18,003,000
1,000,000

Average remaining
contractual life
1.52 years
0.45 years

Weighted
average exercise
price
$ 0.38
$ 1.25

13. Supplemental Cash Flow Information
For the period from May 9,
June 30,
1996 (date of inception)
June 30,
2011
through June 30, 2012
2012
4,450,000
$ 260,000 $ 4,741,500 $
170,000
1,648,493
(141,980)
388,897
158,075
(2,774,405)
1, 628,095 (3,312,500)
850,000
(213,394)
(242,069)
(60,841)
4,620,916
$ 1,985,329 $ 1,243,626 $

Issuance of convertible notes payable
Issuance of convertible notes payable
Cash advances
Interest accrued
Notes receivable
Proceeds from collection of notes receivable
Deferred charges
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14. Commitments and Contingencies
(a)

On December 19, 2011, the Company entered into a three-year lease agreement with a related party for office,
which was amended during the first quarter to commence from June 1, 2012 and end on May 31, 2015. The
future minimum commitment under the lease obligations for office premises are as follows:
2012
2013
2014
2015

$

$

30,865
61,730
61,730
25,721
180,046

In addition, the Company is required to pay its proportionate share of realty taxes and certain other occupancy
costs under the terms of the lease.
(b)

The Company has committed to provide capital contributions to cover expenses proportionate to its equity
interest in Sino- Top.

The Company’s Mexican subsidiary has been subjected to irregularities that it has been seeking
to redress. Legal proceedings were heard and decided on an ex parte basis, without notice to the

Company that resulted in its Mexican subsidiary losing title to its mineral assets. In December
2010, the Company became aware of this situation, and has taken steps through the courts in
Mexico to redress the situation, including a Constitutional Rights Claim before the Federal Court
in the City of Durango, premised on procedural irregularities. On May 22, 2012 the court ruled
against the Constitutional Rights Claim. As a result, we have determined that we will not pursue
any further recourse with regard to this matter, and accordingly, we will never recover the
Mexican Concessions. The Company is working with its legal counsel to dissolve the Mexican
subsidiaries and during this process the outstanding judgments will be addressed.
15. Subsequent Events
On July 16, 2012, the Company entered into a forbearance agreement to commence the
settlement process of certain notes receivable and convertible promissory notes payable.
On July 16, 2012, the Company entered into a standstill agreement to commence the settlement
process of certain notes receivable and convertible promissory notes payable.
On August 22, 2012, the Company issued 15,776,225 common shares pursuant to the conversion
of convertible promissory notes payable of $42,500 principal and $1,700 interest.
On August 23, 2012, the Company agreed with an investor to accelerate two payments of
$60,000 for a total of $120,000 in exchange for redeeming $200,000 of notes receivable.
$100,000 of the note receivable that was due on May 15, 2012 was redeemed with the remaining
balance due on or before September 22, 2012.
On September 17, 2012, the SEC imposed a temporary trading suspension on the Company.
On October 4, 2012, the Company agreed with an investor to redeem the outstanding balance on
the note receivable with two payments of $30,000, subject to certain conditions. $30,000 of the
note receivable was redeemed and the remaining balance was not paid due to the conditions not
being met. In addition, the Company entered into a forbearance agreement to commence the
settlement process of certain notes receivable and convertible promissory notes payable.
In November and December, 2012, the Company entered into letters of agreement with the
holders of all of the convertible notes, pursuant to which the Company agrees to pay $2,869,133
(the “Payoff Amount”) on or before March 31, 2013 (the “Payoff Date”), such payment will
constitute payment in full of any and all obligations due and owing under the convertible note
and certain other agreements between the parties (collectively, the “Transaction Documents”).
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15. Subsequent Events, continued
In consideration of the foregoing, the lenders agreed, from the date of the letters of agreement
through the Payoff Date, to forbear from exercising any right or remedy in respect of the
Transaction Documents, including without limitation any right to conversion, right to delivery of
shares, right to assignment, purchase right or any remedy arising as the result of any default or
event of default. The parties have also agreed to a mutual release of claims, subject to and
effective upon receipt and collection of the Payoff Amount as set forth in the letters of agreement.
If the Payoff Amount is not paid by the Payoff Date, the lender’s agreements shall be deemed
cancelled.
In April 2013, the Payoff Date was amended to be June 30, 2013.
After the period ended June 30, 2012, the Company issued 10,000,000 common shares pursuant
to the conversion of a note of $24,000 principal and $2,600 interest (note 10).
After the period ended June 30, 2012, the Company issued 8,850,008 common shares pursuant to
the conversion of a note of $28,500 principal (note 10).
After the period ended June 30, 2012, the Company issued 8,800,000 common shares pursuant to
the conversion of a note of $20,856 principal (note 10).
After the period ended June 30, 2012, the Company issued 22,550,419 common shares pursuant
to the conversion of a note of $60,500 principal and $4,700 interest (note 10).
In April 2013, the Company extended the Payoff Date from March 31, 2013 to June 30, 2013.
16. Segmented Information
As at June 30, 2012 (Restated - note 4)
Equity investment
Notes receivable
Total assets
Six-month period ended June 30, 2012
(Restated - note 4)
Revenues
Depreciation
Loss before income tax
As at December 31, 2011 Restated
Equity investment
Notes receivable
Total assets

Corporate
$
- $
$ 1,658,295 $
$ 2,305,565 $
Corporate

$
- $
$
25,033 $
$ (2,236,498) $
Corporate
$
- $
$ 3,252,500 $
$ 3,751,665 $

Mexico

China

Total

- $ 4,763,984 $ 4,763,984
- $
$ 1,658,295
- $ 4,763,984 $ 7,069,549
Mexico

- $
- $
(54,214) $
Mexico

China

Total

- $
- $
25,033
(469,203) $ (2,759,915)
China

Total

- $ 4,328,143 $ 4,328,143
- $
- $ 3,252,500
597 $ 4,328,143 $ 8,080,405

Six-month period ended June 30, 2011
Revenues
Depreciation
Loss before income tax

Corporate
$
- $
$
(23,557) $
$ (1,571,168) $

Mexico
- $
- $
(69,280) $

China

Total

- $
- $
(23,557)
(45,287) $ (1,685,735)
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
Forward-looking statements
Statements made in this Form 10-Q that are not historical or current facts are “forward-looking
statements” made pursuant to the safe harbor provisions of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934 (“Exchange Act”). These
statements often can be identified by the use of terms such as “may,” “will,” “expect,” “believe,”
“anticipate,” “estimate,” “approximate,” or “continue,” or the negative thereof. We intend that
such forward-looking statements be subject to the safe harbor processes for such statements. We
wish to caution readers not to place undue reliance on any such forward-looking statements,
which speak only as of the date made. Any forward-looking statements represent management’s
best judgment as to what may occur in the future. However, forward-looking statements are
subject to risks, uncertainties and important factors beyond our control that could cause actual
results and events to differ materially from historical results of operations and events and those
presently anticipated or projected. We disclaim any obligation subsequently to revise any
forward-looking statements to reflect events or circumstances after the date of such statement or
to reflect the occurrence of anticipated or unanticipated events.
Available information
We file annual, quarterly, current reports and other information with the SEC. You may read and
copy documents that have been filed with the SEC at their Public Reference Room, 450 Fifth
Street, N.W., Washington, D.C. You may obtain information on the operation of the Public
Reference Room by calling the Commission at 1-800-SEC-0330. You can also obtain copies of
our SEC filings by going to their website at www.sec.gov.
OVERVIEW
Our primary objective is to explore for silver minerals. Our secondary objective is to locate,
evaluate, and acquire other mineral properties, and to finance our exploration through equity or
debt financing or by way of joint venture or option agreements, or through a combination of both,
if and to the extent available.
CHINESE PROPERTIES

By virtue of our 40% equity interest in Sino-Top Resources & Technologies, Ltd. (“Sino-Top”),
we currently have an interest in the following six silver poly-metallic exploration properties
owned by Sino-Top, which properties are located in the Erbahuo Silver District in Northern
China (Inner Mongolia): Dadi; Laopandao; Aobaotugonao; Shididonggou; Yuanlinzi; and
Zhuanxinhu. During the quarter ended June 30, 2012, we also had a 70% interest in Chifeng
Silver Dragon Resources & Technologies, Ltd. (“Chifeng”), which owns the Erbahuo property,
also located in the Erbahuo Silver District in Northern China (Inner Mongolia). Pursuant to a
cooperation agreement between Chifeng and a partner, such partner assumed responsibility for
mine operations among other things, at the Erbahuo silver mine in exchange for a 70% interest of
the net profits and payable taxes of the Erbahuo silver mine. Consequently, Chifeng only has a
30% interest of the net profit after taxes (except for the income tax payable by such partner) of
the Erbahuo silver mine.
Only four of such seven properties are material to us to date: Dadi, Laopandao,
Aobaotugounao,and Erbahuo.
General Update on Operations
At Dadi, the 2012 exploration program includes 4,000 meters (incl. 1,000 meters contingency)
drilling, 3,000 meters tunneling, and 500 meters trenching. At Laopandao, the 2012 exploration
program includes 4,000 meters (incl. 1,000 meters contingency) drilling, 700 meters tunneling
and 500 meters trenching. At Aobaotugounao, the 2012 exploration program includes 4,000
meters drilling and 5,000 meters trenching. In total, Sino-Top’s budget for the following is: Dadi:
RMB21.3 million; for Laopandao: RMB3.8 million; for Aobaotugounao: RMB3.43 million; for
others: RMB3.57 million; for G&A: RMB4, 745,000, for a total budget of RMB 36,845,000
(US$5.8 million, of which RMB3, 719,200 (US$585,700) has been spent as of June 30, 2012 and
US$5.2 million remains to be spent. Shengda and Silver Dragon invest at a ratio of 5:4, i.e.
Shengda shares approximately 55.56% in the budget, and Silver Dragon 44.44% . If Silver
Dragon is not contributing at a level of 44.44%, the Parties to the Sino-Top joint venture shall redetermine the profit distribution proportion before either of the Parties makes additional capital
contribution.
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Dadi Update
Exploration work in respect of the 2012 program at Dadi commenced on February 24, 2012,
focusing on underground drifting (face drilling) and underground drilling. As of April 30, 2012,
seven underground drill holes had been completed with a total drilling length of 1,039 meters. In
addition, underground drifting, including transverse drifts CM08, CM12 and CM14 at the
1,350m level and PD4CM02, PD4CM06, PD4CM08 in tunnel PD4, was also completed. The
total tunneling length was 692.8 meters, including mineral drifts, transverse drifts and
transportation tunnels. At present, 149 samples from drill core and channel sampling within the
transverse drifts have been analyzed.

Highlights from the 2012 drilling program completed thus far at Dadi are as follows:

















The current season’s work commenced in February 2012, with most of the activity
focused on underground drilling and drifting (face drilling).
Twelve underground drill holes and six underground transverse drifts were completed to
define mineralization zones I, II and IV. A total of five mineralization zones have been
discovered at Dadi, of which, zones I, II and IV haven been the main targets for this
year’s exploration work.
Samples were collected from drill holes and transverse drifts at Dadi: three transverse
drifts at 1,350 meters showed silver-lead-zinc mineralization in mineralization zone II;
and one transverse drift revealed silver-lead-zinc mineralization in mineralization zone
IV. Three underground drill holes showed silver-lead-zinc mineralization.
According to assay results, four of the completed underground drill holes (ZK0808,
ZK0308, ZK0702, and ZK0901) have revealed significant Silver-Lead-Zinc
mineralization.
The four underground drill holes located in the 1,384m level PD1 tunnel at exploration
lines No. 3, No. 7 and No. 9 at Dadi further define mineralization zones I and II, at
deeper levels.
Two mineralized intervals at Dadi have been discovered at the underground drill hole
ZK0808: azimuth 220°, dip angle 86°, drilling length 120m. One is from 61.5m to 63m
interval and the second interval is from 97.5m to 100.5m.
Four intervals at Dadi hit silver, lead and zinc mineralization at underground drill hole
ZK0702: azimuth 220°, dip angle 85°, drilling length 71.5m; the first interval is from
58.5m to 60.0m , the second and the third intervals are from 63m to 66m, and the fourth
interval is from 67.5m to 69m. Additionally, in intervals from 45.65m to 70.0m, the rocks
are strongly altered and assay results show most of the samples reaching industrial grades
or near cutoff grades of lead and zinc. These results demonstrate a significant
concentration of lead and zinc mineralization.
Three samples taken at Dadi from intervals from 56.4m to 60.6m, at underground drill
hole ZK0901: azimuth 220°, dip angle 87°, drilling length 72m show relatively strong
zinc mineralization and weak silver and lead mineralization.
Based on assay results for underground dill hole ZK0308 at Dadi: azimuth 220°, dip
angle 86°,drilling length 120.85m, one sample (from 84m to 85.5m interval) reveals
mineralization.

Erbahuo Silver Mine Update
On May 28, 2012, the Company entered into a definitive agreement to sell its 70% interest in
Chifeng to Deng Zuoping, a private Chinese investor, for RMB 7.4 million or US$1,164,020, of
which RMB5 million was to be paid before July 15, 2012 and RMB1.4 million was to be paid by
November 14, 2012. On July 5, 2012 an initial deposit of RMB1.0 million or $157,300 was
received, of which $12,584 was contributed to Chifeng for expenses incurred until the date of the
sale. Concurrently with such payment, we transferred to the purchaser title to our interest in
Chifeng. The purchaser failed to make the remainder of the July 15, 2012 payment when due.
The Company had not received any further payment as of the date of filing of the Original Form
10-Q.

MEXICO
We previously reported in our Amendment No. 1 to our Annual Report on Form 10-K/A for the
year ended December 31, 2011 (“Amended 2011 10-K/A”) that we had lost title to 15 mining
concessions in Cerro las Minitas (“Mexican Concessions”). In late 2010, we took steps through
the courts in Mexico to redress the situation, including asserting a constitutional rights claim
before the Federal Court in the City of Durango. On May 22, 2012, the court ruled against our
claim. As a result, we have determined that we will not pursue any further recourse with regard
to this matter, and accordingly, we will never recover the Mexican Concessions. The Company is
working with its legal counsel to dissolve the Mexican subsidiaries.
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RESULTS OF OPERATIONS
Six Months Ended June 30, 2012 Compared to Six Months Ended June 30, 2011
Net sales were $nil for both of the six month periods ended June 30, 2012 and June 30, 2011, as
there was no production at any of the properties.
The net loss for the six-month period ended June 30, 2012 was $2,759,915 compared to
$1,685,735 for the same period in the prior year. This increase is primarily due to increased
financing expenses as a result of the convertible notes payable.
The general and administration expenses decreased from $1,136,436 to $962,577 since we took
measures to decrease operating costs relating to the head office.
Total other expenses increased significantly for the six months ended June 30, 2012 of
$1,797,338 as compared to the same period in 2011 of $549,299, primarily due to interest
incurred on the convertible notes payable issued subsequent to June 30, 2011.
Interest expenses increased significantly from $395,941 to $1,472,980 in the current period as a
result of the issuance and conversion of convertible notes payable. Loss on equity investment
increased from $190,858 in the prior period to $339,174 in the current period due to current
exploration.
Three Months Ended June 30, 2012 Compared to Three Months Ended June 30, 2011
Net sales were $nil for both of the three month periods ended June 30, 2012 and June 30, 2011,
as there was no production at any of the properties.
The net loss for the three-month period ended June 30, 2012 was $1,280,895 compared to
$951,039 for the same period in the prior year. This increase in the current period is primarily
due to increased financing expenses as a result of the convertible notes payable.

The general and administration expenses decreased from $547,835 in the prior period to
$455,923 in the current period since we took measures to decrease operating costs relating to the
head office.
Total other expenses increased significantly for the three months ended June 30, 2012 of
$824,972 as compared to the same period in 2011 of $403,204, primarily due to interest incurred
on the convertible notes payable issued subsequent to June 30, 2011.
Interest expenses increased significantly from $302,107 in the prior period to $628,142 in the
current period as a result of the issuance and conversion of convertible notes payable. Loss on
equity investment increased from $138,597 in the prior period to $200,659 in the current period
due to current exploration.
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LIQUIDITY AND CAPITAL RESOURCES
Our primary cash requirements are for the exploration and acquisition of mining exploration
properties and corporate and administrative costs. At June 30, 2012, we had working capital
deficit of $2,759,915 and cash on hand of $55,101, and at December 31, 2011, we had working
capital deficit of $1,750,564 and cash on hand of $114,568. During the six months ended June 30,
2012, we contributed $775,015 to Sino-Top for exploration purposes, and spent $288,840 on
leasehold improvements. We spent $923,837 on operating activities. We closed a number of
financings pursuant to which we issued shares of Common Stock. See “Part II Item 2 – “Sales of
Unregistered Securities during 2012” below. We also entered into, modified or continued to have
outstanding a number of convertible financing arrangements. As of June 30, 2012, we were in
breach or default under the covenants for some or all of such arrangements. Depending upon the
financing arrangement, a default may mean that the lender is entitled to default interest,
acceleration of amounts due and/or other special rights, to impose additional penalties against us,
and/or to refrain from taking certain actions such as advancing additional funds to us or
converting existing indebtedness into equity.
Should one or more of our creditors seek or demand payment, we do not have the resources to
pay or satisfy any such debts. Thus, we face a risk of bankruptcy. In addition to having
insufficient cash to pay our debts, we have insufficient funds to support our planned business
operations. To pay our debts and to fund any future operations, we require significant new funds,
which we may not be able to obtain. For more information regarding our convertible financing
arrangements, see the financial statements included in this quarterly report and the financial
statements and management’s discussion and analysis included in the Amended 2011 10-K/A.
Aside from the funds we require to pay our debts, we estimate that we must raise approximately
$2 million over the next 12 months to fund capital requirements and general corporate expenses.
If we fail to obtain sufficient funds to satisfy our debt obligations before a demand for payment
by our creditors, and/or if we fail to obtain sufficient funds to satisfy our capital requirements

and general corporate expenses, we will need to sell certain or all of our property interests in
China (assuming the existence of an interested buyer), refrain from financially contributing to the
future operations of Sino-Top, or, as mentioned above, go into bankruptcy proceedings. In the
event of bankruptcy, our creditors would assert claims that could result in the total liquidation of
the Company or, failing that, our creditors could acquire control of the Company and our
existing stockholders could lose their entire investment.
SIGNIFICANT ACCOUNTING POLICIES
The preparation of financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. These estimates are
based on management's best knowledge of current events and actions we may undertake in the
future. Significant areas requiring the use of estimates relate to mineral rights, equity investment,
plant and equipment, and stock-based compensation. Actual results could differ from these and
other estimates. These estimates are reviewed periodically and as adjustments become necessary,
they are reported in earnings in the respective period.
We have identified below certain accounting policies that we believe are most important for the
portrayal of our current financial condition and results of operations. Our significant accounting
policies are disclosed in Note 3 to the Consolidated Financial Statements included in our
Amended 2011 10-K/A.
Mineral Rights
We record our interest in mineral rights at cost. Exploration costs are expensed. Costs associated
with acquisition and development of mineral reserves, including directly related overhead costs,
are capitalized and are subject to ceiling tests to ensure the carrying value does not exceed the
fair value.
Investments in unproved properties and major exploration projects are not amortized until proved
reserves associated with the projects can be determined or until impairment occurs. If the results
of an assessment indicate that the properties are impaired, the capitalized cost of the property
will be added to the costs to be amortized. We presently have no proven reserves. Where
estimates of future net cash flows are not available and where other conditions suggest
impairment, management assesses whether the carrying values can be recovered. If the carrying
values exceed estimated recoverable values, then the costs are written-down to fair values with
the write-down expensed in the period.
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Equity Investment

Equity investments are entities over which we exercise significant influence but do not exercise
control. These are accounted for using the equity method of accounting and are initially
recognized at cost net of any accumulated impairment loss. Our share of these entities’ profits or
losses after acquisition of our interest is recognized in the statement of operations and cumulative
post-acquisition movements are adjusted against the carrying amount of the investment. When
our share of losses on these investments equals or exceeds the carrying amount of the investment,
we only recognize further losses where we have incurred obligations or made payments on
behalf of the affiliate.
OFF BALANCE-SHEET ARRANGEMENTS
We do not have any off-balance sheet arrangements or contractual obligations that have had or
are reasonably likely to have a material current or future effect on our financial condition,
changes in financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that have not been disclosed in our financial statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET
RISK
Not applicable.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures
Under the supervision and with the participation of our senior management, including our chief
executive officer and chief financial officer, we conducted an evaluation of the effectiveness of
the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e)
and 15d-15(e) under the Exchange Act as of the end of the period covered by this report (the
“Evaluation Date”). Based on this evaluation, our chief executive officer and chief financial
officer concluded as of the Evaluation Date that such disclosure controls and procedures were
not effective as of the Evaluation Date. This determination was a result of management
becoming aware that material events had occurred in Mexico for several years prior to the
Evaluation Date that were not reported to management on a timely basis. For a discussion of
these events, please refer to our Amended 2011 10-K/A under the heading “Item 1 – Description
of Business – Cerro las Minitas”.
In connection with the preparation of this Amendment, we conducted a further evaluation of the
effectiveness of the design and operation of our disclosure controls and procedures as of the
Evaluation Date. Based on this evaluation, our principal executive, financial and accounting
officer concluded as of the Evaluation Date that our disclosure controls and procedures were also

not effective as of the Evaluation Date. The material weaknesses in our disclosure control
procedures are as follows:
1.

Lack of formal policies and procedures necessary to adequately review significant accounting transactions.
The Company utilizes a third party independent contractor and part-time staff for the preparation of its
financial statements. Although the financial statements and footnotes are reviewed by our management, we do
not have a formal policy to review significant financial accounting transactions and the accounting treatment
of such transactions. The third party independent contractor and part-time staff are not involved in the day to
day operations of the Company and may not be provided information from management on a timely basis to
allow for adequate reporting or consideration of certain transactions.

2.

Lack of understanding of SEC disclosure obligations. Our management did not have a sufficient
understanding of our SEC disclosure obligations, including our obligation to comply with Industry Guide 7.

3.

Insufficient involvement of legal counsel. We did not involve external counsel sufficiently in the review of
our SEC filings to mitigate such deficiency.

Changes in internal controls
There were no changes to the Company’s internal control over financial reporting (as such term
is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during our second fiscal
quarter ended June 30, 2012 that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.
PART II: OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
Mexico
We previously reported in our Amended 2011 10-K that we had lost title to the Mexican
Concessions and were taking steps through the courts in Mexico to redress the situation,
including asserting a constitutional rights claim before the Federal Court in the City of Durango.
On May 22, 2012, the court ruled against our claim. As a result, we have determined that we will
not pursue any further recourse with regard to this matter, and accordingly, we will never recover
the Mexican Concessions. The Company is working with its legal counsel to dissolve the
Mexican subsidiaries.
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ITEM 1A. RISK FACTORS
Other than as set forth below, there have been no material changes to the risk factors set forth in
our Amended 2011 10-K/A. The risk factors in our Amended 2011 10-K/A, in addition to the
other information set forth in this quarterly report, could materially affect our business, financial
condition or results of operations. Additional risks and uncertainties not currently known to us or

that we deem to be immaterial could also materially adversely affect our business, financial
condition or results of operations.
Risks relating to our Business
We have not received all of the proceeds to which we are entitled from the sale of our interest
in Chifeng, and there can be no assurances that we ever will receive such funds.
As discussed above, we sold our 70% interest in Chifeng for RMB 7.4 million or US$1,164,020.
In connection with that sale, we transferred to the purchaser title to such interest on July 5, 2012.
Under the terms of the sale agreement, we were entitled to receive RMB5 million of the purchase
price by July 15, 2012; however, to date we have received only an initial deposit of RMB1
million. There can be no assurances that we will receive the remaining amounts owed to us on a
timely basis, or at all.
Risks relating to our Common Stock
The discount conversion features under our convertible financing arrangements have rapidly
increased the number of outstanding shares of our Common Stock. We now have insufficient
authorized capital to satisfy our contractual obligations for reserving and, if required, issuing
shares of our Common Stock pursuant to outstanding convertible financing arrangements and
other rights to acquire shares of Common Stock.
We have 300,000,000 shares of Common Stock authorized for issuance pursuant to our
certificate of incorporation. As of August 2, 2012, there were 246,017,263 shares of Common
Stock outstanding, leaving 53,982,737 shares of Common Stock available for issuance,
significantly less than the number of shares of Common Stock into which our outstanding
convertible promissory notes payable and other rights to acquire Common Stock were then
convertible. This deficiency violates the terms of several of our financing arrangements. Our
investors may take actions against us, including demanding payment in cash or seeking other
remedies. In addition, the inadequacy of our authorized capital, combined with the low trading
price of our Common Stock, may prevent us from raising any significant equity-based financing.
We may be required to settle outstanding obligations in cash, subject to availability of funds,
and/or seek shareholder approval in order to increase our authorized capital. Any further
conversions of debt, especially at a discount to the market, may further dilute our shareholders
and depress the price of our Common Stock. Should we be unable to negotiate a satisfactory
resolution with our investors or obtain alternative means of financing, we may be required to
limit or discontinue operations, we may be required to sell or we may lose to our creditors some
or all of our assets, or we may go bankrupt or liquidate
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF
PROCEEDS
On April 10, 2012, the Company issued 700,000 shares of the Company’s stock to an accredited
investor pursuant to a private placement at $0.03 per unit, for fair value of $21,000.

During the three-month period ended June 30, 2012, the Company issued 10,500,000 common
shares to Tonaquint, Inc. pursuant to the conversion of a note of $73,325 principal and $30,415
interest as follows:
Conversion
date
5/22/2012
6/6/2012

Conversion Conversion
Total
Number of Shares
Amount
Amount Conversion Conversion
Issued Upon
Principal
Interest
Amount Stock Price
Conversion
30,432
25,568
56,000
0.0112
5,000,000
42,893
4,847
47,740
0.0087
5,500,000
$
73,325 $
30,415 $
103,740
10,500,000
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During the three-month period ended June 30, 2012, the Company issued 25,048,246 common
shares to JMJ Financial pursuant to the conversion of a note of $259,241 principal and $nil
interest as follows:
Conversion
Date
11-Apr-12
26-Apr-12
30-May-12
6-Jun-12
20-Jun-12
27-Jun-12

Conversion Conversion
Total
Number of Shares
Amount
Amount Conversion Conversion
Issued upon
Principal
Interest
Amount Stock Price
Conversion
78,325
78,325
0.0285
2,748,246
61,950
61,950
0.0177
3,500,000
37,500
37,500
0.0094
4,000,000
36,900
36,900
0.0090
4,100,000
16,830
16,830
0.0050
3,400,000
27,736
27,736
0.0038
7,300,000
259,241 $
$
-$
256,241
25,048,246

During the three-month period ended June 30, 2012, the Company issued 11,776,346 common
shares to Asher Enterprises, Inc. pursuant to the conversion of a note of $57,000 principal and
$nil interest as follows:
Conversion
Date
6/7/2012
6/13/2012
6/20/2012
6/26/2012

Conversion Conversion
Total
Number of Shares
Amount
Amount Conversion Conversion
Issued upon
Principal
Interest
Amount Stock Price
Conversion
12,000
12,000
0.0084
1,428,571
15,000
15,000
0.0047
3,191,489
18,000
18,000
0.0046
3,913,043
12,000
12,000
0.0037
3,243,243
$
57,000 $
-$
57,000
11,776,346

Each of the forgoing transactions was made in accordance with section 4(a)(2) and/or Rule 506
of Regulation D under the 1933 Act. There was no general solicitation with respect to the
transactions.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

The Company disclosed certain defaults in its Amended 2011 10-K/A. The Company continued
to be in default under various covenants during the quarter ended June 30, 2012.
ITEM 4. MINE SAFETY DISCLOSURES
No applicable.
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ITEM 5. OTHER INFORMATION
The disclosures that were required to be disclosed in a report on Form 8-K during the period
covered by this Form, but were not reported, include the following items:
Entry into, modification of and breaches and/or defaults under the terms of certain convertible
financing arrangements, as further described under “Item 7 – Management’s Discussion and
Analysis and Plan of Operation”.
On April 25, 2012, the Company entered into an amendment with JMJ Financial to cancel the
remaining convertible promissory note payable that was issued on April 19, 2011 and the
$375,000 receivable.
On April 26, 2012, Company issued a convertible promissory note payable to JMJ Financial. In
consideration the Company received a secured and collateralized promissory note receivable in
the principal amount of $500,000, bearing interest at a one-time charge of 5.25%, due April 26,
2015.
On April 26, 2012, the Company issued a convertible promissory note payable in the principal
amount of $525,000 to JMJ Financial. As consideration the Company received a secured and
collateralized promissory note receivable from JMJ Financial. The convertible promissory note
payable bears interest one time at the rate of 5% on the principal amount and is due April 26,
2015. The secured and collateralized promissory note receivable bears interest at a one-time
charge of 5.25%, due April 26, 2015.
On May 28, 2012, the Company entered into an agreement to sell its 70% beneficial interest in
Chifeng to Den Zuoping for RMB7.4 million or $1,164,020 of which RMB6.0 million or
$943,306 was received. See Part I, Item 2 in this Amendment.
On June 15, 2012, the Company settled a convertible redeemable note payable and a promissory
note receivable on a net basis with Gel Properties LLC that was issued December 15, 2011 in the
amount of $250,000.
The following equity securities sold in the aggregate since the Company’s last periodic report
were greater than 5% of the number of shares outstanding of the class equity securities sold:

Date of Issuance
19-Apr-12
26-Apr-12
22-May-12
22-May-12
6-Jun-12
6-Jun-12
7-Jun-12
13-Jun-12
20-Jun-12
20-Jun-12
26-Jun-12
27-Jun-12

Holder
GEL
JMJ
Tonaquint
JMJ
Tonaquint
JMJ
Asher
Asher
JMJ
Asher
Asher
JMJ

Number of Shares
8,000,000
3,500,000
5,000,000
4,000,000
5,500,000
4,100,000
1,428,571
3,191,489
3,400,000
3,913,043
3,243,243
7,300,000
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ITEM 6. EXHIBITS
10.40
10.41
10.42
10.43
10.44
31.1
31.2
32.1

Amendment dated April 25, 2012 between JMJ Financial and the Company
Convertible Promissory Note B-04192011c issued to JMJ Financial
Secured & Collateralized Promissory Note C-04192011c from JMJ Financial
Equity Transfer Agreement dated May 28, 2012 between the Company and Den Zuoping
Joint Venture Contract related to Sino-Top dated January, 2005, together with amendments and related
agreements dated October 31, 2006, July 4, 2008 and March 20, 2009
Certification pursuant to Securities Exchange Act of 1934 Rule 13a-14(a) or 15d-14(a)
Certification pursuant to Securities Exchange Act of 1934 Rule 13a-14(a) or 15d-14(a)
Certification pursuant to Securities Exchange Act of 1934 Rule 13a-14(b) or 15d-14(b) and 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes- Oxley Act of 2002.

SIGNATURES
In accordance with the requirements of the Exchange Act, the registrant caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
SILVER DRAGON RESOURCES INC.
Dated: April 25, 2013

By: /s/ Marc Hazout
Marc Hazout, President and Chief Executive Officer
(principal executive, financial and accounting officer)
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