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Item 1. Description of Business

Business Development.

LKA International, Inc., (referred to herein as “BK the “Company,” “we,” “us,” “our” or words of snilar
import) was incorporated on March 16, 1988, in$it@te of Delaware. Since our inception, our autiedrcapital
has been 100,000,000 shares, consisting of 50,008}@ares of common stock with a par value of oilig($9.001)
per share, and 50,000,000 shares of preferred,sttszkwith a par value of one mill per share.

LKA owns certain real and personal property inter@scluding patented and unpatented mining claimsger
rights, buildings, fixtures, improvements, equipiemd permits situated in Lake City, Colorado, eihare
described below. LKA's activities associated witbge properties have been sporadic since theyaeegrered in
December, 1982.

On November 5, 2007, we entered into a letter ages¢ by which we agreed to grant to Richmont Mires,, an
option to acquire a 50% undivided interest in ootd3Nonder mine located in Hinsdale County, Colorad
exchange for Richmont's payment of (i) $150,000initL0 days of the date of the Letter Agreemend; @han
additional $150,000 within 60 days of the datehef Letter Agreement. On December 21, 2007, Richmetified
the Company that it has completed its initial easin of the Golden Wonder mine and intends to @edowith the
“Initial Commitment Period” as defined in the letegreement. For more information on the letteeament see
our 8-K Current Report dated November 5, 2007.

The Lake City, Colorado Properties.

The Ute-Ule silver mine and milling facility andetiGolden Wonder gold mine (respectively, the "Ute-U
Property" and the "Golden Wonder Property" or,exilely, the "Properties"), consist of certaingraed and
unpatented mining claims located in Hinsdale Cou@tjlorado. In December, 1982, our predecessor, LKA
Holdings, Inc., a Utah corporation ("LKA Utah") aded a 51% interest in the Properties from Lakiy ®fines,
Inc., a Colorado corporation ("Lake City Mines")hieh retained the remaining 49% interest. Inmedjatéter the
acquisition, LKA Utah assigned 90% of its intenesthe future proceeds that it had the right teenee from the
Properties to Caldera Partners Limited Partnerghifyashington limited partnership ("Caldera") itura for
approximately $1.6 million, which LKA used to dewplthe Properties. As a result, Caldera owned 8%4terest
in the future proceeds that LKA Utah had the righteceive on the Properties. LKA's President, Kyébraham,
is Caldera's Managing Partner. Subsequent to arbpitly filing by Lake City Mines in February 198&KA
acquired Lake City Mine’s interest in the Propextierough a Sheriff's sale.

On March 1, 2005, the Company completed the adénsof Caldera's 45.9% interest in the Golden Wesrahd
Ute Ule mines. Per the terms of the agreementCtivapany agreed to issue Caldera 6,434,042 "uneegdtand
"restricted" shares of common stock in exchangeCfrdera's interest in the mines and the full &att®on of all
receivables due to Caldera from the Company. Caldes also relieved of any future obligations totdbute
further exploration and development funds. For mofermation on this transaction, see the CompaByisent



Report on Form 8-K, dated March 3, 2005, and fileth the Securities and Exchange Commission on Mdrc
2005. See the Exhibit Index, Part Ill, ltem 13uiktReport.

Business
LKA has begun the permitting process with respectrt additional exploration program at the Goldesndér
mine. Other than our plans to assist Richmonténetkploration and development of new ore zonesinvitie
Golden Wonder mine during the Initial Commitmenti®e of our letter agreement with Richmont, and the
resolution of our environmental cleanup proceedity the Bureau of Land Management as discuss&ainl,
Item 3 of this Report, we do not currently expechave any material operations during the next @aths. Our
ability to proceed with exploration and developmefthe Golden Wonder mine under the letter agrerise
subject to Richmont's satisfactory completion efiftitial exploration work and evaluation of thel@mn Wonder
mine
Principal Products or Services and their Markets
We do not currently have any products or services.
Distribution Methods of the Products or Services
None; not applicable.
Status of any Publicly Announced New Product or Seice

None; not applicable.

Competitive Business Conditions and the Small Busa@ss Issuer’s Competitive Position in the Industry ad
Methods of Competition

Management believes that there are literally thndsaf non-operating mining companies such as LWA&.
believe that our competitive position in the industill be very insignificant.

Sources and Availability of Raw Materials and Name®f Principal Suppliers

We do not use any raw materials, as we do notttjireonduct any material operations.

Dependence on One or a Few Major Customers

From 1998 through the second quarter of 2006, @rrues consisted solely of royalties from the ngractivities
of Au Mining, Inc., a Colorado corporation (“Au Ming"). In the third quarter of 2006, Au Mining ceassthese
activities and we do not currently have any sowfoevenue. Our ability to obtain revenue in theeseeable futu
will be dependent on Richmont’s exploration effatsl its decision whether to proceed with additidmading

under our letter agreement.

Patents, Trademarks, Licenses, Franchises, Concesss, Royalty Agreements or Labor Contracts, includig
Duration

We have obtained "110d" limited impact permits frira Colorado Division of Reclamation Mining anaf&y
and have posted reclamation bonds to ensure tha-cle of environmental disturbances on the Uteddié Golden
Wonder Properties. We are currently in compliandé @il applicable permit and bonding requirementthis
regard. Permits associated with an exploratory/tirifnel at the Golden Wonder have been applied for

Need for any Governmental Approval of Principal Pralucts or Services

None; not applicable.



Effect of Existing or Probable Governmental Regulabns on the Business

We are subject to the Sarbar@sley Act of 2002. This Act creates a strong ardkjpendent accounting oversi
board to oversee the conduct of auditors of pulimpanies and strengthens auditor independenatsoltrequire
steps to enhance the direct responsibility of semembers of management for financial reporting fordthe
quality of financial disclosures made by public ganies; establishes clear statutory rules to liamt] to expose
public view, possible conflicts of interest affexti securities analysts; creates guidelines for tacoinmitte
members’ appointment, compensation and oversighh®fwork of public companiesiuditors; prohibits certa
insider trading during pension fund blackout pesicahd establishes a federal crime of securit@sdframong oth
provisions.

Section 14(a) of the Exchange Act requires all canigs with securities registered pursuant to SedtR(g) of th:
Exchange Act to comply with the rules and regutaiof the Securities and Exchange Commission raggpioxy
solicitations, as outlined in Regulation 14A. Madtesubmitted to stockholders of our Company at ecish o
annual meeting thereof or pursuant to a writterseanwill require our Company to provide our stoalklers witt
the information outlined in Schedules 14A or 14(Refgulation 14; preliminary copies of this inforioat must b
submitted to the Securities and Exchange Commissideast 10 days prior to the date that definitepies of thi
information are forwarded to our stockholders.

We are also required to file annual reports on Fb@aK or 10-KSB and quarterly reports on Form 1&Q0-QSE
with the Securities Exchange Commission on a redudais, and will be required to timely discloset@ie materic
events (e.g., changes in corporate control; adiprisi or dispositions of a significant amount o$ets other than
the ordinary course of business; and bankruptcg)@urrent Report on Form 8-K12G3.

Research and Development Costs During the Last Tweiscal Years

We have not spent any money on research and deweldpn the past five years and we do not planakerany
such expenditures in the foreseeable future.

Cost and Effects of Compliance with Environmental laws

As the owner of permits pertaining to the Propsrtige are subject to many federal, state and laea and
regulations relating to environmental quality. E&ample, any mining operations conducted on thedti@s must
comply with federal and state laws and regulatitvas protect the quality of surface water and grwater.

The Colorado Division of Reclamation Mining and &gf(the "Division") requires mine operators to &éaermits
to conduct mining activities in Colorado. The Diwis also requires operators to obtain a reclamdiamd to ensui
the clean-up of disturbances on mining properties@nducts regular inspections to make sure ftieapperators
are in compliance with applicable environmentaldamd regulations. We have obtained, and/or atteeiprocess
of obtaining, all necessary bonds and permits redudy the State of Colorado and believe that weedrar
compliance with all laws and regulations in thigarsl. However, we can provide no assurance aetorpact on
LKA of any future environmental laws or regulatiomsany governmental interpretation of existinduure laws
or regulations.

The Federal Bureau of Land Management (the "BLM{§ hdvised us of its desire to extend to theWesPropert
certain environmental clean-up activities thasiconducting on neighboring properties that we aoomwn. The
BLM has commissioned and obtained an engineeriaguation and cost analysis ("EE/CA") report on tthe-Ule
and the neighboring public lands. This EE/CA, whigds prepared by Harding ESE, Inc., analyzes thecu
environmental state of the Ute-Ule Property anéogitoperties in the area. The EE/CA has identifiéarge
volume of mine tailings and metals loading of shallground water, with elevated levels of arsenégnsium and
lead being present. The total cle@m€osts on all of these properties are estimatag@roximately $7 million, wit
the projected clean-up cost of the Ute-Ule alorieneged at approximately $4,317,000. A later report
commissioned by the BLM entitled “ Value Enginegridtudy on the Ute Ulay Mine/Mill Site — Final Refio
dated January 5, 2006 projected these costs tpgrexamately $2.1 million. Management believes tthag to
LKA’s



status as a de minimus participant, the Compargtisahcosts associated with this effort will be staltially below
BLM estimates. Under the federal Comprehensive ienvhental Response, Compensation and Liability Act
("CERCLA"), the BLM and EPA may either require aperty owner to perform the necessary cleanuper th
agencies may perform the work and seek recovecpsit against the owner.

As of the date of this Report, management has &eeral meetings with the BLM and the Solicitor Gratie office
in an effort to negotiate a settlement of this eratfThe Company and the BLM remain in the prooésiscussing
and deliberating the purported environmental impastdiscussed in the engineering evaluation astdaoalysis
report commissioned by the BLM. No determinatidéruo overall site clean-up plan has yet been mgdbéd
BLM. The BLM has taken the position that LKA wilk liable for the cleanup on the Ute-Ule propentigh the
timing of the cleanup, the ultimate cost, and LK#tsre of the total cost, still to be determindtie BLM has
indicated its willingness to negotiate a settlentdrthe matter and LKA intends to vigorously defétsetlf. We are
currently actively engaged in settlement discussamd we can not accurately predict what our ulgnhability, if
any, will be. If we are unsuccessful in reachingpat effective arrangement with the BLM and arelliebponsible
for the entire amounts associated with the cledhegdinancial consequences could render the Comipesajvent.

Number of Total Employees and Number of Full Time Enployees

Kye A. Abraham is LKA's only full-time employee. Nette K. Abraham assists with bookkeeping and
administrative work, but receives no financial revaation.

Reports to Security Holders

You may read and copy any materials that we filih wie Securities and Exchange Commission at thariies
and Exchange Commissions’s Public Reference Rodii@&F Street, N.E., Washington, D.C. 20549. Yaym
also find all of the reports that we have filedctdenically with the Securities and Exchange Consiois at their
Internet site www.sec.gov.

Item 2. Description of Property

We own a 100% interest in the Ute-Ule and Goldemuéo Properties. Prior to March 3, 2005, we paiG@atdera
45.9% of the proceeds that we received from th@étties through our Lease Agreement with Au Mining.
However, on that date, the Company completed thaisition of Caldera's 45.9% interest in the Goltiéonder
and Ute Ule mines. As a result of this assignmitietCompany is entitled to receive all of the leasé royalty
payments on these Properties. We are not currenggged in any mining operations on the Propestiesywhere
else.

On November 5, 2007, we entered into a letter ages¢ with Richmont Mines, Inc., under which we a&gt¢o
grant to Richmont an option to acquire a 50% untitidiinterest in the Golden Wonder Mine, locateHiimsdale
County, Colorado. Richmont's exercise of this optis subject to numerous contingencies, includRidhmont’'s
expenditure of up to $18 million in explorationvééopment, and related costs. We can provide sorasce that
Richmont will determine to proceed with these exfiemes or the exercise of its option. For a déston of the
Richmont letter agreement, see our Current RepoRarm 8-K, dated November 5, 2007, and filed i
Securities and Exchange Commission on Novembed®7.2

Both the Ute-Ule silver mine and the Golden Worgtdd mine are vein type deposits associated witbaraoc
activity occurring millions of years ago duringuatiulent period known in geology as Tertiary tirBering this
violent geologic era, most of the known preciousahmines in the State of Colorado were formed glan
southwest to northeast channel or narrow band appately 20 miles wide, which stretches in a disgjdrend
from Durango in the southwest to Boulder Countshie northeast. This zone has been called the Qiddvineral
Belt. Lake City, Colorado lies astride this mindpalt in a topographical cul de sac 57 miles soegtwf Gunnisot
Colorado. On the other side of the mountain rahgééncloses the cul de sac are the historic precitetal mining
districts of Ouray, Telluride, Silverton and Cregddich were productive in the late 19th centubKA's early
exploration and development efforts in the mid-19&Md its now-terminated Lease Purchase AgreemintAu



Mining recovered approximately 136,622 ounces & gmm the Golden Wonder, valued at approximag{g.1
million based on an average gold price of $337 &2qunce at the time of sale.

Each Property is described below.

Ute-Ule Group.

The Ute-Ule Property consist of 23 patented mirglagms located approximately four miles west of &dkity,
Colorado. These are highly mineralized silver-leatt mines with excellent access via a gravel thatlis
maintained year-round by the County of Hinsdalds Thad goes from the Property to Lake City andnfilcake
City a blacktop road (State Highway 149) extendshwveard approximately 46 miles to an intersectiathw).S. 50
about nine miles west of Gunnison, Colorado.

This Property has a long history of mineral exi@actating back to the nineteenth century. Moghéf extraction
occurred between 1874 and 1903.

We can not assure you that the mineralized mateniaid on the Property can be mined and milled ooramercie
basis.

The Ute-Ule Property is the subject of an EE/CAckhidentifies certain environmental hazards onpttogerty.
We are in the process of negotiating a settleroktitis matter with the Bureau of Land Management the
Solicitor General. See the heading “Costs andd&fef Compliance with Environmental Lawsf' Part I, Item 1 o
this Report; and the caption “Legal Proceedingsyt P, Item 3 of this Report.

The Ute Mill.

A 100 ton-per-day flotation mill, including varioasjuipment and support facilities, exists on the-Ute Property.
The mill is located at the level of the main haeglagnnel of the Ute mine. It is in satisfactory dition and was
used effectively by LKA Utah to mill ore from theoslen Wonder mine during a 1984 pilot productioogram.
The mill is also ideally suited for the processafgre from the Ute-Ule mines.

To the knowledge of management, this mill is thiy onill located in the Lake City District. SincedtiLake City
District has no smelting facilities, ore and or@centrates, if any, from the Properties, or othegresiin the district
would have to be sent to smelters in other didtagations.

Since the mill is the only one in the Lake City @it and construction of another mill of this siweuld be possib
only at substantial cost and subject to considerablironmental constraints, management believad A could
derive income from custom milling or the sale df thill if mining is successfully revived in the Bist.

Water for milling and the power needs of the méktistorically been available through water rigiggtaining to
the Property. Although we believe the Propertyugently in compliance with applicable laws andulagions, any
future operations at the mill may require additicsettling ponds and additional treatment of wasa¢éer may be
required to preserve water quality. We do not lvelithat these requirements would impose an undrgehwon us.

LKA re-acquired the Ute-Ule Property pursuant fease agreement with Au Mining in 2003. Substéntia
additional funding will be required to make the Imjberational. We can provide no assurance thawilvde
successful in any such fundraising efforts.

Golden Wonder.

The Golden Wonder Property consists of three pateand 25 unpatented mining claims located apprateiy 2-
1/2 miles south of Lake City, Colorado. It has beemked intermittently since its discovery in 188®e Property
can be reached by following Colorado State Highw49 south of Lake City to the Vickers Ranch, arehth
following an easement over unimproved road thratighranch to the mine. The mine is at an elevatfal,323



feet and is situated on a hill slope approximaleB00 feet above the valley floor. It lies at thead of "Dead Man's
Gulch."

The initial discovery was made after finding higlade float in the surface containing free goldinited body of
ore was mined prior to 1889. The Property was galyennworked through 1930. From 1930 to 1969, apgar
mining and development efforts were conducted, sofiwehich resulted in the extraction of ore.

During the summer of 1969, Southern Union ProdacBompany ("Supron™) began an exploration prograthe
Golden Wonder. Out of this, the SUPCO winze (amteiaclined passageway connecting the mine workineas
started in the winter of 1970-1971 and completeal depth of approximately 150 feet below the thescel of the
mine, with lateral drifting along the course of mialization off the winze on the fourth level. Warks halted on
the property in 1972, when Supron decided to diicoa all its metallic mineral operations in thestern United
States and South America. In 1973, Rocky Mountantures secured a lease on the Property and shipgpedll
tonnage of dump material to a mill then operatin@mested Butte, Colorado for processing.

The Golden Wonder has been explored and developddfts on six different levels, with raises anthnes
connecting the lower levels. In 1984, LKA Utah caootid a five-month pilot production program thatuléed in
the sale of approximately $590,000 of gold conaat to ASARCO. The average grade of the ore pextidaring
the pilot program was 0.96 ounces of gold per twhthe average gold price at that time was $32®pece. The
majority of this production was derived from twogés on the mine's fourth level, which consisteatigraged one
ounce of gold per ton. Commercial quantities ofigekre also taken from the mine's fifth level. Frd@97 until
the second quarter of 2006, when Au Mining discured production at the Golden Wonder, that entiy h
conducted mining operations and produced approxitn&;349 tons of ore containing 133,701 ouncegotd
from the mine's fifth and sixth levels. The vabfethis production at the time of sale/settlememeeded $46
million. The average grade of the ore producedndytihis period was 16.01 ounces of gold per tohe dverage
price was $337.76 per ounce.

Office Space.

We currently lease approximately 750 square feeffafe space located at 3724 47th Street Ct. N®ig,Harbor,
Washington. Effective as of January 1, 2005, werpanthly rent of $1,300 to Abraham and Co., INcCN&SD
member broker/dealer which is controlled by ourskfent, Kye A. Abraham. This rent includes the ofthe office
space, bookkeeping services, telephone, officelmspuitilities, computers and photocopiers. THecefis attached
to Mr. Abraham's home. The lease arrangement isrghrto-month oral lease with Mr. Abraham and tagrpent
amount increased to $1,500 per month in 2007 tp kaee with increased costs.

Item 3. Legal Proceedings

Except as discussed below, LKA is not the subjéeiny pending legal proceedings and, to the knogdeaf
management, no proceedings are presently contesdpdaiainst LKA by any federal, state or local gonegntal
agency.

1. LKA International, Inc. v. Au Mining, Inc. Ofugust 27, 2007, we entered into a Settlement Agese and
Release with Au Mining, Inc. Under the terms af thgreement, Au Mining agreed to release all rigbthe
Golden Wonder Mine and the Ute Ule Mine, includalgmining rights thereto, that it had under th®2Q.ease
Agreement between the parties and/or Au Miningt®apexercise under the parties 1997 Lease Agreenier
more information regarding this Settlement Agreensee our 8-K Current Report dated August 24, 2007.

2. Ute-Ule -BLM remediation matter. As of the date of thisp@e, management has had several meetings wi
BLM and the Solicitor General's office in an efftotnegotiate a settlement of this matter. The Camgand the
BLM remain in the process of discussing and deibieg the purported environmental impacts as dsstisn the
engineering evaluation and cost analysis reportnei@sioned by the BLM. No determination of an oVlesie
clean-up plan has yet been made by the BLM. ThilBhs taken the position that LKA will be liabler fime
cleanup on the Ute-Ule property, with the timingleé cleanup, the ultimate cost, and LKA's sharéheftotal cost,
still to be determined. The BLM has indicatedwilingness to negotiate a settlement of the mattet LKA



intends to vigorously defend itself. We are cutlseim the negotiating stages of this process arccan not
accurately predict what our ultimate liability @ifiy, will be. If we are unsuccessful in reachingpat effective
arrangement with the BLM and are held responsitniétfe entire amounts associated with the cleahefinancial
consequences could render the Company insolvent.

In the first quarter of 2007, the Company filedNiotice of Intent” (NOI) with the BLM for the purpesof driving a
4,600’ exploratory drift from the Company’s unpatghclaims at the valley floor into Gold Hill ingthope of
intersecting the Golden Wonder vein system. In M907, the BLM informed us that this project, aspgpsed by
the Company, does not qualify for the “NOI” processl that it wants the Company to proceed by fiing
comprehensive “Plan of Operations,” which is coasatbly more expensive and time-consuming. The Gowyp
believes it is clearly entitled to use the NOI msg for exploratory projects of this nature anddpgeealed the local
BLM decision to the “Interior Board of Land Appedlé IBLA). The Administrative Law Judge ordered that
hearings/proceedings be suspended to give thepairtie to reach a compromise. We are currentlyedg
engaged in settlement discussions with the BLM thisrmatter.

None of this directly effects the Compangisility to continue mining the Golden Wonder frone tcurrent working
areas where it maintains active permits.

On May 16, 2007, the Company learned of a lawdleit by Barrick GoldStrike Mines, Inc. (“Barrickggainst Au
Mining and its officers, alleging that Au Miningdked” Golden Wonder mine assay samples to indicate
considerably higher gold content than was actuadiytained in the ore that it delivered to Au MiningMay/June,
2006. Based on Barrick'sampling protocol and the fact that the graderefin the contested shipment, while hi
was not inconsistent with ore grades produced fiterGolden Wonder and shipped to various processansa
period of nine years, LKA believes that it is highinlikely that Au Mining could have carried outch a scheme.
However, if Barrick is able to substantiate itegations, it could call into question the gradehaf gold in the
Golden Wonder mine. On May 18, 2007, we filed ar€ut Report on Form 8-K with respect to this natte

To the knowledge of management, no director or etkee officer is party to any action in which angshan intere:
adverse to the Company. To the knowledge of manegg no director or executive officer is partyatoy action it
which any has an interest adverse to LKA.

Item 4. Submission of Matters to a Vote of Securitydolders

No matter was submitted to a vote of our securitiglérs during the calendar year covered by thisuahReport or
during the two previous calendar years.

PART Il

Item 5. Market for Common Equity and Related Stocklolder Matters and Small Business Issuer Purchase$
Equity Securities.

Market Information

There is no "established trading market" for owarek of common stock. Our shares are listed o@@ Bulletin
Board of the National Association of Securities [Bes Inc. (the "NASD") under the symbol "LKAI"; w@ver,
management does not expect any established tratiniet to develop unless and until we have matepatations
In any event, no assurance can be given that ankett@r our common stock will develop or be mainél. If a
public market ever develops in the future, the sateinregistered" and "restricted" shares of commimck
pursuant to Rule 144 of the Securities and Exch&ayamission by members of management or othershaey a
substantial adverse impact on any such markebfAliese persons have satisfied the six month hglgeriod
requirement of Rule 144. See "Sales of Unregist8elrities During the Past Three Years," of thimdal Repor

Set forth below are the high and low closing biites for our common stock for each quarter duringteo most
recent calendar years. These bid prices were @atdiom Pink Sheets, LLC, formerly known as the tidlzal



Quotation Bureau, LLC," All prices listed hereirfleet inter-dealer prices, without retail mark-upark-down or
commissions and may not represent actual transectio

Period

January 1, 2006 through March 31, 2006
April 1, 2006 through June 30, 2006

July 1, 2006 through September 30, 2006
October 1, 2006 through December 31, 2006
January 1, 2007 through March 31, 2007
April 1, 2007 through June 30, 2007

July 1, 2007 through September 30, 2007
October 1, 2007 through December 31, 2007

Holders

The number of record holders of the Companydmmon stock as of the date of this Report isaqmately 51€

High Low

$0.87 560.3

$0.98 $0.50
$1.90 52%0.
$1.90 0.66%
$1.10 (0.7

$1.01 $0.75
$0.80 37%0.
$0.81 0.408

not including an indeterminate number who may lsbidres in “street name.”

Dividends

LKA has not declared any cash dividends with respeits common stock and does not intend to dediaridends

in the foreseeable future. There are no mater&tiotions limiting, or that are likely to limit,uy ability to pay

dividends on our common stock.

Securities Authorized for Issuance under Equity Corpensation Plans

Number of Securities to b
issued upon exercise of

Plan Category

dWeighted-average exercigdlumber of securities
price of outstanding remaining available for

outstanding options, options, warrants and righffuture issuance under equl
warrants and rights compensation plans
excluding securities
reflected in column (a)
(@ (b) (©)
Equity compensation planfNone None None
approved by security
holders
Equity compensation planfNone None None
not approved by security
holders
Total None None None

Recent Sales of Unregistered Securities

Effective as of December 31, 2004, we granted toRwesident, Kye Abraham, options to purchasea tftone
million “unregistered” and “restricted” shares afr&¢ommon stock at a price of $0.25 per share césasle for
three years. These options expired unexercisddesember 31, 2007.

Effective as of December 31, 2005, we granted toAtraham options to purchase an additional onéamisuch
shares at a price of $0.55 per share, exercisabkeferiod of three years.

On August 1, 2006, we issued 30,000 "unregisteaed'restricted" shares of our common stock to Jeagey fol

services valued at $.91 per share.

On February 22, 2007, we issued 100,000 “unregidteand “restricted” shares of our common stocKkarles H.
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Brown for consulting and business relations sesice

Also on February 22, 2007, we granted to SteveGAasrants to purchase a total of 200,000 sharesroafommor
stock at a price of $0.80 per share, exercisable feeriod of five years. The warrants for 100,00these shares
will vest upon the issuance by the State of Colorafda permit to commence exploration operationghen
Company’s claims at Slumgullion Pass near Lake,dtlorado. The warrants for the remaining 100,86¢h
shares will vest upon the successful conclusidckd®’s environmental cleanup matter with the Buredl.and
Management. See the caption “Legal Proceedingsf’'IPltem 3 of this Report.

On August 21, 2007, we issued 50,000 shares of@mmmon stock to Nancy Bentson-Essex for legal sesvi
valued at $3,000.

On December 28, 2007, the Company'’s board of directuthorized the issuance of options to purch#&0,000
shares of the Company’s common stock to Mr. Abraf@mservices previously rendered. The options rave
exercise price of $0.40 per share, and have ayfdae-term from the date of grant.

We believe that the offer and sale of these seéesiitas exempt from the registration requiremehte@Securities
Act of 1933, as amended, pursuant to Sectionsal{@)4(6) thereof, and Rule 506 of Regulation Dhef $ecurities
and Exchange Commission and from various simikestxemptions. In connection with the sale o$¢he
securities, the Company relied on the fact thatetmeere fewer than 35 “non-accredited” recipiertsaddition,
neither the Company nor anyone acting on its bejftéfed or sold these securities by any form ofegel
solicitation or general advertising.

Use of Proceeds of Registered Securities

We did not sell any registered securities duriregdhlendar year ended December 31, 2007.

Purchases of Equity Securities by Us and AffiliatedPurchasers

SMALL BUSINESS ISSUER PURCHASES OF EQUITY SECURIBE

Period (a) Total Number of |(b) Average Price |(c) Total Number of |(d) Maximum Numbe
Shares (or Units) Paid per Share (or |Shares (or Units) (or Approximate
Purchased (1) Unit) Purchased as Part ofDollar Value) of
Publicly Announced [Shares (or Units) thal
Plans or Programs [may yet be Purchased
Under the Plans or
Programs
October 1, 2007 5,450 $0.861 -0- (1) (1)
through October 31,
2007
November 1, 2007 |-O- -0- -0- (1) 1@
through November 3
2007
December 1, 2007 {2,500 $1.034 -0- (1) 1@
through December 3
2007
Total 7.950 $0.915

(1) These shares were purchased other thangh a publicly announced plan or program. Theyew
purchased in open-market transactions.
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Item 6. Managemen’s Discussion and Analysis or Plan of Operatio
Management’s Discussion and Analysis of Financial @hdition and Results of Operations

During the calendar year ended December 31, 2087¢eueived total royalty revenue of $0, compareyalty
revenue of $821,637 in 2006. Due to our disputé v Mining, royalty revenues ceased during tharyended
December 31, 2006, and we do not expect to re@giyduture revenues until production activitiesurag on our
Properties pursuant to our letter agreement withRont. The commencement of such activities igestito
numerous contingencies, and we can provide no assethat these contingencies will be met.

Operating expenses increased from $664,753 in 200#l,,943,455 in 2007. This change was primarilg tb
settlement expenses and bad debt expense, whieletoatly totaled $629,180 in 2007. In additioengral and
administrative expenses increased to $502,6460,20om $308,688 in the 2006 period. Officer sakmand
bonus increased to $615,092 in 2007, as compar®ti2®,500 in 2006. With a combination of signifitgn
decreased revenues and significantly increasedtipgrcosts, we incurred an operating loss of 83,485 during
the calendar year ended December 31, 2007, as cedhfzaoperating income of $156,884 in 2006.

Our total other expense decreased to $35,829 i, 20m $51,226 in the prior year. Interest incateereased to
$14,546 in 2007, from $20,631 in 2006. Interestemge increased to $16,726 in 2007 from $12,588062 We
had $133,460 in unrealized loss on securities 280559 in realized gain on securities in 2007. Toispares to
unrealized losses and realized losses of $32,5@ 4n,696, respectively, in 2006. We received %2 ja
dividend and other investment income in 2007, ve®18,744 in 2006.

After taking into account income tax benefit of $4800 for 2007 and income tax expense of $49,6 2006, net
income totaled $(1,578,684), or $(0.12) per shamd, $55,985 , or $0.00 per share, respectivelynguhese
periods. Our stockholders' equity of $1,052,01Betember 31, 2007, represented a decrease of apitexy
49% in stockholders' equity of $2,131,312 at Decen#d, 2006.

Liquidity and Capital Resources

Current assets at December 31, 2007, totaled $5468 As of that date, we had $22,676 in cash$nith mone
market funds, as compared to $403,467 and $11&6D@cember 31, 2006.

During fiscal 2007, our operating activities usest nash of $630,791. In 2006, by contrast, opegasictivitie:
provided net cash of $26,257. Net cash providethbgsting activities decreased to $0 in 2007, f®#f889 in th
prior year. Net cash used for financing activiiiesreased to $280,000 in 2007, compared to $@@62nd relate
solely to a payment on notes payable of $280,000clwwas related to the settlement of our dispuiif u
Mining in August, 2007.

At December 31, 2007, the Company had working ebpif $464,060, as compared to working capite
$1,670,991 at December 31, 2006.

Off-Balance Sheet Arrangements
We had no off balance sheet arrangements duringeidseended December 31, 2007.
Forward-looking Statements

Statements made in this Form 10-KSB which are netlp historical are forward-looking statementshaigspect
to the goals, plan objectives, intentions, expémtat financial condition, results of operationgufe performance
and business of LKA. Such forward-looking staterséntlude those that are preceded by, followedrtthat

include the words "may", "would", "could", "shouldexpects”, "projects", "anticipates”, "believesstimates”,

"plans”, "intends", "targets" or similar expression
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Forward-looking statements involve inherent riskd ancertainties, and important factors (many oiciiare
beyond our control) that could cause actual resaltiffer materially from those set forth in thenfvard-looking
statements, including the following, in additionttmse contained in this Annual Report: generaheotc or
industry conditions nationally and/or in the comnties in which we conduct business; fluctuationgliobal gold
and silver markets; legislation or regulatory regumients, including environmental requirements; @it of the
securities markets; competition; our ability toseatapital; changes in accounting principals, psior guidelines;
financial or political instability; acts of war ¢errorism; and other economic, competitive, govezntal, regulatory
and technical factors affecting our operationsdpots, services and prices.

Accordingly, results actually achieved may diffeaterially from expected results in these statemétsvard-
looking statements speak only as of the date theynade. LKA does not undertake, and specificaigldims, an
obligation to update any forward-looking statemeateeflect events or circumstances occurring dfterdate of
such statements.

Item 7. Financial Statements.
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Report of Independent Registered Public Accountingrirm

To the Board of Directors
LKA International, Inc.
Gig Harbor, Washington

We have audited the consolidated balance shegfAflhternational, Inc. as of December 31, 2007, tlrelate
consolidated statements of operations, stockhdl@epsity, and cash flows for the years ended Decerdbg200’
and 2006. These consolidated financial statemergsttee responsibility of the Company's managemént
responsibility is to express an opinion on thegesotidated financial statements based on our audits

We conducted our audits in accordance with thedstais of the Public Company Accounting OversightuB
(United States). Those standards require that we ahd perform the audits to obtain reasonablerasse abot
whether the consolidated financial statements e éf material misstatement. An audit includesr@ring, on
test basis, evidence supporting the amounts armodiges in the financial statements. An audit aisdude:
assessing the accounting principles used and &igntfestimates made by management, as well asatirgj the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopinion.

In our opinion, the consolidated financial stateteemeferred to above present fairly, in all materespects, tt
consolidated financial position of LKA Internatidninc. as of December 31, 2007, and the resulissafperation
and its cash flows for the years ended Decembe2Ba7 and 2006, in conformity with U.S. generalbcepte:
accounting principles.

We were not engaged to examine management's assaftout the effectiveness of LKA Internationalg.ls
internal control over financial reporting as of Beter 31, 2007 and, accordingly, we do not expaesspinioi
thereon.

/s/HJ & Associates, LLC

HJ & Associates, LLC

Salt Lake City, Utah
April 14, 2008
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LKA INTERNATIONAL, INC.
Consolidated Balance Sheet

ASSETS

CURRENT ASSETS

Cash
Prepaid expenses
Income tax refund receivable (Note 1)
Due from affiliates, net of allowance (Note 4)
Notes receivable, net of allowance (Note 5)
Accrued interest receivable, net of allowance (Nte
Deferred tax asset (Note 1)
Investments in trading securities

Total Current Assets

FIXED ASSETS

Land, equipment and mining claims (Notes 2 and 3)
Accumulated depreciation (Note 2)
Total Fixed Assets, Net of Accumulated Depagon

OTHER NON-CURRENT ASSETS

Reclamation Bonds

Deferred tax asset (Note 1)
Total Other Non-Current Assets
TOTAL ASSETS

The accompanying notes are an integral part okthessolidated financial statements.
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December 31, 2007

$ 22,67¢

24,04¢
244,89(
32,26:
57,89¢
9,02
56,90(
720,95¢
1,168,64t

512,42
(80,600
431,82

63,83¢
155,71(
219,54

$ ___ 182001



LKA INTERNATIONAL, INC.
Consolidated Balance Sheet (Continued)

LIABILITIES AND STOCKHOLDERS EQUITY
December 31, 2007

CURRENT LIABILITIES

Accounts payable $ 77,11¢
Margin trading account 86,52¢
Note payable 10,00(¢
Notes payable - related party (Note 4) 62,80:
Accrued interest payable - related party (Note 4) 68,14z
Deferred gain (Note 11) 150,00(
Settlement payable (Note 7) 250,000

Total Current Liabilities 704,58¢

NON-CURRENT LIABILITIES

Asset retirement obligation (Note 3) 63,41¢
Total Non-Current Liabilities 63,41¢
Total Liabilities 768,00

Commitments and Contingencies (note 8)
STOCKHOLDERS' EQUITY
Preferred stock; $0.001 par value, 50,000,000 shan¢horized, n

shares issued or outstanding -
Common stock; $0.001 par value, 50,000,000 shawtsodzed

12,890,498 shares issued, 12,803,251 shares alitegan 12,891
Additional paid-in capital 7,224,06:
Treasury stock; 87,247 shares at costs (86,692
Accumulated deficit (6,098,247
Total Stockholders' Equity 1,052,01«
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 1,820,01!

The accompanying notes are an integral part oktoessolidated financial statements.



LKA INTERNATIONAL, INC.
Consolidated Statements of Operations

For the Years Ended December 31,

2007 2006
REVENUES
Royalty revenue $ - $ 821,637
Total Revenues - 821,637
OPERATING EXPENSES
General and administrative 502,646 308,688
Exploration, development and related costs 2335, 228,565
Settlement expense (Note 7) 530,000 -
Bad debt expense (Note 1) 99,180 -
Officer salaries and bonus (Note 4) 615,092 127,500
Total Operating Expenses 1,943,455 664,753
OPERATING INCOME (1,943,455) 156,884
OTHER INCOME (EXPENSE)
Interest expense (16,726) (12,588)
Interest income 14,546 20,631
Gain on sale of assets - 2,204
Unrealized (loss) on securities (133,460) 32,%21)
Realized gain (loss) on securities 28,559 77,696)
Dividend and other investment income 71,252 48,744
Total Other Income (Expense) (35,829) (51,226)
INCOME (LOSS)PRIOR TO INCOME TAX
EXPENSE (1,979,284) 105,658
INCOME TAX EXPENSE (BENEFIT)(Note 1) (400,600) 49,673
NET INCOME (LOSS) $ (1,578,684) $ 55,985
BASIC NET INCOME (LOSS) PER SHARE $ (0.12) $ 0.00
WEIGHTED AVERAGE NUMBER OF SHARES
OUTSTANDING - BASIC 12,844,060 12,808,694
DILUTED NET INCOME (LOSS) PER SHARE $ 0.12) $ 0.00
WEIGHTED AVERAGE NUMBER OF SHARES
OUTSTANDING - DILUTED 12,844,060 14,808,694

The accompanying notes are an integral part oktoessolidated financial statements.



Balance, December 31,
2005

Issuance of common
stock for services at
$0.91 per share

Repurchase and

@%%%%@H stock

Repurchase of common
stock

Net income for the year
ended December 31,
2006

Balance, December 31,
2006

Issuance of common
stock for services at
$0.80 per share

Issuance of common
stock for services at
$0.60 per share

Issuance of 1,000,000
options for the purchase
of common stock to
officer for services

Repurchase of common
stock

Net loss for the year
ended December 31,
2007

Balance, December 31,
2007

LKA INTERNATIONAL, INC.
Consolidated Statements of Stockholders’ Equity

Common Stock  Treasury Stock  Additional
Paid-in  Accumulatet

Shares Amount Shares Amount Capital Deficit

12,860,49! 12,861(22,387 (12,187, 6,686,70( (4,575,548

30,00¢ 30 27,27C -

(150,000) (150) - - (14,850) -
(150,000  (150) - - (14,850 -

- -(41,540 (48,799 - -

- - - - - 55,98¢

12,740,49:$12,741(63,927 $(60,986:$6,699,12($(4,519,563

100,00 100 - - 79,90 -
50,000 50 - - 29,95 -
- - - - 415,009: -

- - (23,320 (25,706 -

- - - - (15,78,684

12,890,491$12,891(87,247 $(86,692:$7,224,06:$(6,098,247

The accompanying notes are an integral part oktheasolidated financial statements.
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LKA INTERNATIONAL, INC.
Consolidated Statements of Cash Flows

For the Years Ended December 31,

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss) $ (1,578,684) $ 55,985

Iltems to reconcile net income to net cash providgdcperating

activities:
Unrealized loss on investments 133,460 2,531
Realized (gain) loss on investments (28,559) 77,696
Bad debt expense 99,180 -
Investment purchases (803,359) (882,697)
Investment proceeds 1,160,099 577,732
Note payable for settlement expense 530,000 -
Depreciation expense 20,830 20,830
Accretion of asset retirement obligation 27 1,655
Common stock issued for services 110,000 27,300
Common stock repurchased and cancelled - (15,000)
Options issued for services 415,092 -
Treasury stock purchased (25,706) (48,799)

Changes in operating assets and liabilities
Decrease in royalties receivable - 288,5
Decrease in money market accounts 200,145 44,649
(Increase) in prepaid and other assets 7,00 (530)
(Increase) decrease in due to/from affiliate (126) (129)
(Increase) in interest receivable (9,843) (9,737)
(Increase) in net deferred tax assets and iliaisil (189,055) (5,474)
Increase in accounts payable 4,001 63,40
Increase (decrease) in accrued expenses 1413,5 (18,720)
Increase in deferred gain 150,000 -
Increase (decrease) in income taxes payable (302,495) (142,990)

Net Cash Provided (Used) by Operating Adgeit (100,791) 26,257

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from notes receivable - 5,685
Proceeds from sales of assets - 2,204

Net Cash Provided by Investing Activities $ - % 7,889

The accompanying notes are an integral part okthessolidated financial statements.



LKA INTERNATIONAL, INC.
Consolidated Statements of Cash Flows (Continued)

For the Years Ended
December 31,

2007 2006

CASH FLOWS FROM FINANCING ACTIVITIES
Payment on notes payable $ (280,000 $ -

Net Cash Used by Financing Activities (280,000 -
NET INCREASE (DECREASE) IN CASH (380,791 34,14¢
CASH AT BEGINNING OF PERIOD 403,46 369,32
CASH AT END OF PERIOD $ 22,67¢ $ 403,46
CASH PAID FOR:
Interest $ 3,212 $ 6,30€
Income Taxes $ 94,107 $ 187,19:
NON-CASH INVESTING AND FINANCING ACTIVITIES
Notes receivable issued in exchange for previotssn@ceivable
and related interest $ 11,312  $ 11,31«

The accompanying notes are an integral part okteessolidated financial statements.



NOTE 1 -
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LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements presentethase of LKA International, Inc. (the Company.
Delaware corporation and its wholywned subsidiary (LKA International, Inc.), a New
corporation. The Company was incorporated on MakBh 1988, under the laws of the State
Delaware. The Company was engaged in several haesaurce projects, but ceased operat
shortly thereafter due to high capital investmeantd the risk of no return. The Company exited
development stage in September 2003 as a restifteofeacquisition of its interest in an opera
mine near Lake City, Colorado. The Company is culyeengaged in efforts to expand m
production and continues to seek additional investnopportunities (See Note 11).

a. Accounting Methods

The Companys financial statements are prepared using the akengethod of accounting. TI
Company has elected a calendar year-end.

b. Basic and Diluted Income Per Share

For the Years Ended
December 31,

2007 2006

Net income (loss) (numerator) $ (1,578,684% 55,98t
Weighted average number of shares

outstanding - basic (denominator) 12,844,06! 12,808,69:
Basic income (loss) per share $ (0.12)$ 0.00
Weighted average number of shares

outstanding - diluted (denominator) 12,844,06! 14,808,69:
Diluted income (loss) per share $ (0.12)$ 0.00

c. Exploration Costs

Costs related to locating and evaluating minerdl @ deposits, as well as determining the econ
mineability of such deposits are expensed as iedurr

d. Asset Retirement Obligations

On January 1, 2003, the Company adopted SFAS N8, Adcounting for Asset Retirement
Obligations (SFAS 143). SFAS 143 requires legal obligatiorsoeimted with the retirement of long-
lived assets to be recognized at fair value attime the obligations are incurred. Upon ini
recognition of a liability, the cost should also tapitalized as part of the carrying amount of
related long-lived asset. See Note 3.



NOTE 1 -

LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2006

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (©ntinued)
e. Income Taxes

The Company files income tax returns in the U.8efal jurisdiction, and the state of Colorado. h
few exceptions, the Company is no longer subjeti.®. federal, state and local, or ndr§s. incom:
tax examinations by tax authorities for years bef2004.

The Company adopted the provisions of FASB Integpi@n No. 48, Accounting for Uncertainty
Income Taxes, on January 1, 2007.

The Companys policy is to recognize interest accrued relatedrtrecognized tax benefits in inte
expense and penalties in operating expenses.

Deferred taxes are provided on a liability methoderveby deferred tax assets are recognize
deductible temporary differences and operating ksd tax credit carryforwards and deferred
liabilities are recognized for taxable temporarffedences. Temporary differences are the differe
between the reported amounts of assets and liebilénd their tax bases. Deferred tax asse
reduced by a valuation allowance when, in the @pirof management, it is more likely than not
some portion or all of the deferred tax assets natlbe realized. Deferred tax assets and liasliar
adjusted for the effects of changes in tax lawsrates on the date of enactment.

The provision for income taxes for the years enBetember 31, 2007 and 2006 consist of
following:
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2007 2006
Current -
Federal $ (179,772% 42,56(
State (31,734 7,112
Deferred-
Federal (161,296 -
State (27,798 -
Total provision for income taxes $ (400,600% 49,67:

Net deferred tax assets consist of the followingngonents as of December 31, 2007 and 2006:

2007 2006

Deferred tax assets:

Net operating loss carry forward $ 159,62:$ -

Accrued expenses 23,16¢ 18,08(

Allowance for bad debts 33,721 -

Depreciation (3,863, 5,62E
Valuation allowance - -
Net deferred tax asset $ 212,64¢$ 23,55¢




LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

NOTE 1- ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (©@ntinued)
e. Income Taxes (Continued)
The federal income tax provision differs from theaant of income tax determined by applying

U.S. federal income tax rate of 34% to pretax inednom continuing operations for the years el
December 31, 2007 and 2006 due to the following:

2007 2006

Pre-tax book income (loss) $ (668,400% 34,15¢
State income taxes - (2,280;
Meals and entertainment 1,23C 430
Unrealized loss 45,37¢ 10,51z
Stock for services 37,40( 535
Options issued for services 141,13¢ -
Related party accruals 4,592 2,03C
Penalties and other 218 -
Depreciation (370) 1,582
Accretion 585 -
Allowance for doubtful accounts 33,721 -
Net operating loss carry forward 159,62 -
Net operating loss carry back 244,89( -

Federal Income Tax $ -$ 46,96¢

Due to the change in ownership provisions of the Reform Act of 1986, net operating I
carryforwards for Federal income tax reporting msgs are subject to annual limitations. Shoi
change in ownership occur, net operating loss t@wards may be limited as to use in future years.

At December 31, 2007, the Company has recognizeth@ame tax receivable totaling $244,
relating to a net operating loss carry back expgktbebe recovered from income taxes paid in
periods.

f. Cash Equivalents

The Company considers all highly liquid investmewith maturities of three months or less w
purchased to be cash equivalents.

g. Principles of Consolidation

The consolidated financial statements include tliddek A International, Inc., a Delaware corporai
and its whollyewned subsidiary (LKA International, Inc.), a Neaadorporation. All significal
intercompany accounts and transactions have beemated.

h. Use of Estimates

The preparation of financial statements requireaagament to make estimates and assumptior
affect the reported amounts of assets and liasliéind disclosure of contingent assets and liesila

the date of the financial statements and the redoamounts of revenues and expenses durir
reporting period. Actual results could differ frahose estimates.
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LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

NOTE 1- ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (©@ntinued)

i. Revenue Recognition Policy

Royalty revenue is recognized by the Company atithe the Licensee/Operator of the Company’
mineral properties has delivered ore and or comatr# to the buyer and receives notice of a
sale/settlement and is entitled to payment. Hisédii, such sales/settiements have been conc
through ASARCO and Barrick Gold Corp.

j.  Securities and Investments

The Company applies the provisions of SFAS No. Jdgounting for Certain Investments in D
and Equity Securities (SFAS 115), regarding matKetaecurities. The Company invests in secu
that are intended to be bought and held princigfalithe purpose of selling them in the near teart
as a result, classifies such investments as traségrities. Trading securities are recorded &
value on the balance sheet with changes in fairevbking reflected as unrealized gains or losst®
current period. In addition, and in accordancehvifte provisions of SFAS 115, the Company
classifies the cash flows from purchases, salesnaaturities of trading securities as cash flovesn
operating activities.

k. Allowance for Doubtful Accounts

The allowance for doubtful accounts is based onGbenpanys assessment of the collectibility
payments on accounts, notes and accrued interesivable. This assessment requires judg
regarding the ability of customers to pay the ant®wwed to the Company. The allowance act
for the years ended December 31, 2007 and 200&svimlows (See Notes 4 and 5):

2007 2006
Beginning Balance $ -3 -
Allowance for 50% of Notes Receivable 57,891 -
Allowance for 50% of Accounts Receivable 32,26t -
Allowance for 50% of Accrued Interest
Receivable 9,02C -
Ending Balance $ 90,18( $ -

|, New Accounting Pronouncements

In February 2006, the FASB issued SFAS No. 15&¢cbunting for Certain Hybrid Financ
Instruments”,or SFAS 155, which was adopted by the Company analy 1, 2007. This statem
amends SFAS No. 133, Accounting for Derivative fmstents and Hedging Activities, to narrow
scope exception for interest-only and principaly strips on debt instruments to include onlyh
strips representing rights to receive a specifiedign of the contractual interest or principal
flows. SFAS 155 also amends SFAS 140 to allow fyiafi specialpurpose entities to hold a pass
derivative financial instrument pertaining to beoie interests that itself is a derivative finaal
instrument. The adoption of this standard did naweh a material impact on the Company’
consolidated financial statements.
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LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

NOTE 1- ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (@ntinued)
. New Accounting Pronouncements (continued)

In March 2006, the FASB issued SFAS No. 156, “Adtting for Servicing of Financial Assets”
which was adopted by the Company on January 1, .2007 statement amends SFAS !
Accounting for Transfers and Servicing of Financlasets and Extinguishments of Liabilities
replacement of FASB Statement 125, or SFAS 14Cardigg (1) the circumstances under whic
servicing asset or servicing liability must be rgeized, (2) the initial and subsequent measureii
recognized servicing assets and liabilities, andifrmation required to be disclosed relating
servicing assets and liabilities. The adoptionhi$ standard did not have a material impact ol
Company’s consolidated financial statements.

In June 2006, the FASB issued Interpretation No."ABcounting for Uncertainty in Income Taxes-
interpretation of SFAS 109", (“FIN 48")FIN 48 provides interpretive guidance for the fioal
statement recognition and measurement of a taxipogaken or expected to be taken in a tax re
The Company adopted the provisions of FIN 48on danfi, 2007. The adoption of this standarc
not have a material impact on the Company’s codat#d financial statements.

In September 2006, the FASB issued SFAS No. 157 \gdue Measurements, (“SFAS 1573FAS
157 defines fair value, establishes a framework rfegasuring fair value in generally acce|
accounting principles and expands disclosures afadutvalue measurements. SFAS 157 is effe
for financial statements issued for fiscal yeargiting after November 15, 2007 and interim petr
within those fiscal years. The Company does noicigmatte adoption of this standard will hav
material impact on its consolidated financial staets.

In February 2007, the FASB issued SFAS No. 159, Faie Value Option for Financial Assets i
Financial Liabilities, Including an Amendment to &% No. 115 (“SFAS No. 159")SFAS No. 15
permits entities to elect to measure many finanicisiruments and certain other items at fair vi
Upon adoption of SFAS No. 159, an entity may ethetfair value option for eligible items that e
at the adoption date. Subsequent to the initiaptidin, the election of the fair value option shoatdy
be made at initial recognition of the asset orilighor upon a remeasurement event that givestd
new-basis accounting. The decision about whether tot dlee fair value option is applied on
instrument-byinstrument basis, is irrevocable and is applied ¢mlan entire instrument and not ¢
to specified risks, cash flows or portions of timstrument. SFAS No. 159 does not affect any exg
accounting standards that require certain assetdialilities to be carried at fair value nor dat
eliminate disclosure requirements included in otherounting standards. SFAS No. 159 is effe
for fiscal years beginning after November 15, 200fe Company does not anticipate adoption o
standard will have a material impact on its coratd financial statements.

In September 2006, the FASB issued SFAS No. 158pl&yars’ Accounting for Defined Bene
Pension and Other Postretirement Plans—an amendhEASB Statements No. 87, 88, 106, and 132
(R) (“SFAS No. 158").The Company adopted the recognition and relatecladisre provisions
SFAS No. 158 as of December 31, 2006. SFAS No.al&@ requires that an employer measure
assets and obligations as of the end of
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LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (@ntinued)
. New Accounting Pronouncements (continued)

the employers fiscal year, eliminating the option in SFAS N@.&hd SFAS No. 106 to measure u
three months prior to the financial statement dake adoption of this standard did not have a ra
impact on the Company’s consolidated financialestents.

In December 2007, the FASB issued SFAS No. 160, chomolling Interests in Consolidal
Financial Statements—an amendment of ARB No. 5FAS No. 160”).SFAS No. 160 establisk
accounting and reporting standards for the nonotimy interest in a subsidiary and for
deconsolidation of a subsidiary. SFAS No. 160 negentities to report noncontrolling interesta
separate component of shareholdemuity in the consolidated financial statementse Bmount ¢
earnings attributable to the parent and to the awtnolling interests should be clearly identifienld
presented on the face of the consolidated statemenbperations. Additionally, SFAS No. 1
requires any changes in a parsriivnership interest of its subsidiary, while neitag its control, to t
accounted for as equity transactions. SFAS No.id6@ffective for fiscal years beginning on or ¢
December 15, 2008 and interim periods within thfiseal years. The Company does not antici
adoption of this standard will have a material ietpan its consolidated financial statements.

m. Reclassification of Prior Period Balances

Certain amounts in prior periods have been redladdio conform with the report classificationstbé
year ended December 31, 2007, with no effect owipusly reported net income or stockholder’

equity.
FIXED ASSETS

Fixed assets and depreciation for the period afellasvs:
December 31, 2007

Fixed assets:

Land $ 376,44
Mining claims 12,137
Automobile 66,92¢
Unamortized asset retirement obligation (Note 3) 56,922

Total fixed assets $ 512,42¢

Depreciation expense for the years ended Decenthe2@7 and 2006 was $20,830 and $20
respectively.
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NOTE 4 -
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LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

ASSET RETIREMENT OBLIGATIONS

SFAS 143 addresses financial accounting and reygpftir obligations associated with the retirer
of tangible long-lived assets and the associatéidemeent costs. The Compasyasset retireme
obligations (AROSs) consist of estimated costs eeldb the reclamation of the Golden Wonder anc
Ule mines in correspondence with federal and sttéamation laws as defined by each applic
mine permit. The obligation and corresponding akage been recognized in the period in whict
liability was incurred.

The Company calculates st'estimated AROs for final reclamation and minesate based up
anticipated amounts and timing of future cash egjiares for a third party to perform the requ
work. Spending estimates have been escalatedhfiation (estimated at 1.93% per annum),
discounted at the credit-adjusted risge rate (estimated at 4.09% per annum at Septeh#3)003]
The Company recorded an ARO asset associatedthéthiability and amortizes the asset ove
expected life using the strdihe depreciation method. The ARO liability is bgiaccreted to tl
projected spending date. Changes in estimates] amdur due to mine plan revisions, change
estimated costs, and changes in the timing of #rdopnance of reclamation activities. No s
changes have been made through December 31, 2007.

During the fourth quarter of 2004, the Company setdliits assessment of the anticipated produc
of the Ute Ule mine, and determined that the mireild/ not be subject to further developmer
mining activity. As a result, the entire ARO asass$ociated with the Ute Ule mine was written off.

Accretion expense for the years ended December28@y and 2006 was $1,722 and $1,
respectively.

RELATED PARTY TRANSACTIONS

The Company owes Cogpnitive Associates Limited Rastnip $56,828 in unpaid principal from a r
dated December 31, 1986. The note is unsecureduplon demand, and accrues interest at 10*
annum. No payments have been made during thegreied December 31, 2007. Accrued int¢
related to this note totaled $53,606 as of DecerBbeR007.

The Company owes Cognitive Intelligence LimitedtRarship $5,975 in unpaid principal from a r
dated October 1, 1987. The note is unsecured,ugoe demand, and accrues interest at 109
annum. No payments have been made during theeyelrd December 31, 2007. Accrued int¢
related to this note totaled $7,303 as of DecerBheP007.

The Company pays a company owned by an officershadeholder $1,500 per month for office
and expenses. The affiliated Company, (Abraham &, @c. a NASD member and registe
investment advisor) also executes the Compmasgcurities transactions and manages its inve¢
portfolio.
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RELATED PARTY TRANSACTIONS (Continued)

From 2002 to 2007, the Company advanced $64,52@rious parties in the form of legal paym
associated with activities unrelated to the operatif the Company. The counterparties are consi
to be affiliates of the Company as they are represk collectively, by an officer of the Compe
These advances are due upon demand andntenest bearing. As of December 31, 2007, andtd
the current market conditions and uncertainty akédiming of any eventual repayment, the Com
has elected to record an allowance equivalent % 60the outstanding balance, or $32,263.

On December 31, 2003, the Companyoard of directors authorized the issuance ofopgttc
purchase 2,000,000 shares of the Compaogmmon stock to an officer and shareholder forices
previously rendered. The shares were granted inttareches of 1,000,000 options on Decembe
2004, and 1,000,000 options on December 31, 2068.2D04 and 2005 grants had an exercise
of $0.25 and $0.55 per share, respectively, ane hathreeyear term from the date of grant. See |
9.

During March 2006, the Company sold a sapphire g officer and shareholder in exchange
$2,204 in cash. The gem has been in the posseskithe company for over fifteen years and
previously been writtenff for financial reporting purposes. As such, thetire cash receipt w
recorded as a current period (2006) gain on sale.

During the year ended December 31, 2007, the Coyngamarded $50,000 in bonuses to an officer
shareholder related to the execution of the opéigreement to grant Richmont Mines a 50%
venture interest in the Golden Wonder Mine (seeeNdf). As of December 31, 2007, this amoun
been paid in full.

On December 28, 2007, the Companyoard of directors authorized the issuance ofongttc
purchase 1,000,000 shares of the Compangmmon stock to an officer and shareholder foricex
previously rendered. The options have an exerdige pf $0.40 per share, and have a fyear tern
from the date of grant. See Note 9.

NOTE 5 - NOTES RECEIVABLE
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In October 2003, the Company loaned $99,997 torséwtividuals. These notes accrued intere
8.5% per annum and were due in full by DecembeR@64.

On December 15, 2004, all seven of the above metesvable were exchanged for new notes tot
$110,164. The new notes extended the term of theiqus notes through December 15, 2005
have face values equivalent to the full value bpebr notes plus all associated accrued interest.

On March 1, 2006, all seven of the notes were agaihanged for new notes. The new notes exte
the term of the previous notes through March 1,72@M0d had face values equivalent to the full v
of all prior notes plus all associated accruedrege All of the replacement notes accrue intea
8.5% per annum, and were due in full on March D720

On May 16, 2006, one of the notes receivable wag jpafull in the amount of $5,785, includi
accrued interest.
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NOTE 5 - NOTES RECEIVABLE (Continued)

NOTE 6 -

NOTE 7 -
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The total remaining principal amount of these notxeivable plus related accrued interest to
$133,833 at December 31, 2007. Although the Compasyverbally agreed to extend the due de
these notes through December 31, 2007, no repagrhene yet been received. As such, the Comr
has determined it necessary to record an allowaguévalent to 50% of the outstanding principle
accrued interest balances. This determination wased upon current market conditions
uncertainty as to the timing of any eventual repegtnThe total associated allowance as of Dece
31, 2007, was $66,916.

NOTIFICATION OF POSSIBLE ENVIRONMENTAL REMEDIATION

During the fall of 2002, the Federal Bureau of Laidnagement (the "BLM") advised the Comp
of its desire to extend to the Ute-Ule Propertytaiar environmental cleanp activities that it i
conducting on neighboring properties that the Camgmines not own.

The BLM has commissioned and obtained an engingeziraluation and cost analysis (“EE/QA”
report on the Utédle and the neighboring public lands. The EE/CAjoihwas released for a 30 ¢
public comment period in December of 2002, hastifled a large volume of mine tailings and me
loading of shallow ground water, with elevated Iswef arsenic, cadmium and lead being present.
total cleanup costs on all of these properties are estimategpproximately $7 million, with tt
projected clean-up cost of the Utke alone estimated at approximately $4,317,00@ BhM hat
prepared a written response to the public commesusived concerning the EE/CA and is in
process of selecting an overall site clegnplan and is determining the final engineerirgnpl Onc
these tasks are completed, the BLM will then eimtier the process of implementing those plans. /
December 31, 2007, the Company and the BLM renraihe process of discussing and deliber:
the reported environmental impacts as previougbpnted within the EE/CA. No determination of
overall site clean-up plan has yet been made bLhé.

Under the federal Comprehensive Environmental Respo Compensation and Liability ¢
(“CERCLA"), the BLM and EPA may either require a property owtemerform the necess:
cleanup or the agencies may perform the work ame# secovery of costs against the owner.

BLM has taken the position that the Company willliaéle for the cleanup on the Utéle property
with the timing of the cleanup, the ultimate castd the Companyg’share of the total cost, still to
determined. The BLM has indicated its willingneéssnegotiate a settlement of the matter anc
Company intends to vigorously defend itself. Hoegwhe Company is in the early stages of
process and cannot accurately predict a range af thie ultimate liability, if any, will be.

SETTLEMENT OF LITIGATION
On October 6, 2006, the Company received a letten fcounsel for Au Mining (AUM), lease a

operator of the Golden Wonder Mine, and its printdpdemanding immediate payment of $740,
with interest alleged to be due to them under ¢lasé agreement with AUM.
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SETTLEMENT OF LITIGATION (Continued)

The lease agreement with AUM provided for the paynt# $5,000 each to AUM' principals evel
month for work on the anticipated lower level deyghent of the Golden Wonder mine until
commencement of commercial mining thereon.

On or about October 27, 2006, the Company filedomg@aint for Declaratory Judgment aga
AUM. It seeks a declaratory judgment that the Comypigas no obligation to make payments unde
lease agreement because the new development cdatechghereby has not commenced.
complaint also seeks an order requiring AUM to ey Company's attorneys fees and costs inc
in connection with the action.

AUM subsequently counterclaimed against the Compsegking rescission of the lease agreeme
in the alternative, damages from the Company feabh of the lease agreement. The counter
sought damages for the Compaylleged failure to make the $5,000 per month mamand fc
alleged breach of the duty of good faith and faialthg in failing to finance the development of |
levels of the Golden Wonder mine.

On August 24, 2007, the Company entered into ées&tnt agreement with AUM. Under the term
the agreement, AUM agreed to release all rightthhéoGolden Wonder Mine and the Ute Ule M
including all mining rights thereto, that it haddem the 2003 Lease Agreement between the p
and/or AUM's option exercise under the parties'71B8ase Agreement. The Company agreed t
to AUM the sum of $280,000 within 60 days of theedaf the agreement, with the payment o
additional $250,000 payable 12 months from the détthe agreement. The Company remittec
$280,000 payment to AUM on October 22, 2007.

On August 24, 2007, the Company executed a promyissate evidencing the remaining obligatior
$250,000. The note bears interest at the rateghit giercent, includes a late fee of five percenthe
balance due, and has no prepayment penalty. Aseoémber 31, 2007, the Company has rect
associated interest expense (and liability) of $3,2

In connection with the agreement, the Company kaswted a Royalty Agreement under which
to pay to AUM a net smelter royalty of six percemt all future proceeds received from mate
produced from the Golden Wonder Mine, with all ribygayments to cease once AUM has rece
total royalty payments of $12,647,505. The partiase further agreed to dismiss with prejudict
claims and counterclaims made in Case No. 2006 6Vfiked in the District Court of Colorac
Hinsdale County. In addition, AUM has agreed tongrthe Company subterranean access t
Golden Wonder Mine through its Red Cloud patent@uing claim for an annual fee of $1,000 dui
the years that such easement is used.
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NOTE 8- COMMITMENTS AND CONTINGENCIES

Except as discussed below and in Notes 6 and TCdnepany is not the subject of any pending |

proceedings and, to the knowledge of managemenprateedings are presently contemplated a¢

the Company by any federal, state or local goventai@gency.
NOTE 9 - STOCK-BASED COMPENSATION

Previous NorDisclosure of Options Granted

In April 2007, the Company’s Board of Directors chred that the Comparg/financial statemer
for the calendar years ended December 31, 2004Pacdmber 31, 2005, did not properly discl
(i) the granting to the ComparsyPresident, Kye A. Abraham, on December 31, 26D4n option t
purchase up to one million shares of the Compmmgmmon stock at a price of $0.25 per sl
exercisable for three years (the “2004 Optionet)(ii) the granting to Mr. Abraham on December
2005, of an option to purchase up to one millioarsk of the Company’common stock at a price
$0.55 per share, exercisable for three years @65 Options”).

At its annual meeting held on December 31, 2008,Gbmpanys Board of Directors authorized

grant of the 2004 Options in 2004 and the granthef 2005 Options in 2005, but due solel
administrative oversight, neither the grant of 2084 Options nor the grant of the 2005 Options
ever formally documented in the years that theyewrtended to be granted. As a result, neithe
Companys audited financial statements for the calendarsyemded December 31, 2004,

December 31, 2005, nor its Annual Reports on FodaK&B for those calendar years indicated
either the 2004 Options or the 2005 Options hachbgranted. The Company has amendet
disclosure in these Annual Reports accordingly.

Options Outstanding

As noted above, the Compasyboard of directors authorized the issuance ofopgtto purchas
2,000,000 shares of the Compagbmmon stock to an officer and shareholder forises previousl
rendered on December 31, 2003. The shares wer¢edram two tranches of 1,000,000 options
December 31, 2004, and 1,000,000 options on DeceB81he2005. The 2004 and 2005 grants he
exercise price of $0.25 and $0.55 per share, réspBc and have a thregear term from the date
grant.

On December 28, 2007, the Companigbard of directors authorized an additional isseeaof option

to purchase 1,000,000 shares of the Compaegmmon stock to an officer and shareholde
services previously rendered. The options havexancise price of $0.40 per share, and have a five-
year term from the date of grant.

F-20



NOTE 9 -

F-21

LKA INTERNATIONAL, INC.
Notes to the Consolidated Financial Statements
December 31, 2007

STOCK-BASED COMPENSATION (Continued)
Treatment and Pro Forma Results

On January 1, 2006, the Company adopted SFAS Ne{R)2requiring measurement and recogn

of expense for all shafgased payment awards to employees and directoesd s estimated fe
values. SFAS No. 123R supersedes SFAS No. 123 &l Mo. 25. Prior to January 1, 2006,
Company accounted for stock option plans underéhegnition and measurement provisions of ,
No. 25 and related interpretations, as permitte@B}S No. 123, which did not require compens:
cost be recognized for the Compasigtock options provided the option exercise prias establishe

at 100% (or greater) of the common stock fair mavikédue on the date of the grant. Awards gra
after January 1, 2006, will be valued at fair valuaccordance with the provisions of SFAS No. 1
and recognized on a straight line basis over gbevice periods of each award. Additionally, &
No. 123R requires companies to record compensatipense for the unvested portion of previc
granted awards as they continue to vest, as céécufareviously and recorded in accordance witl
provisions of SFAS No. 148, “Accounting for Stoclkd®d Compensation-Transition and Disclosure.”
There were no unvested amounts associated withopisy issued (employee) options as of Janue
2006. As such, the adoption of this new accoungimiglance did not have an impact to the Company’
current or previously reported financial informatio

As of January 1, 2006, and until December 28, 2@0¥ Company had two (employee) option aw
outstanding, representing a total of 2,000,0000mgtito purchase shares of the Compsmymmol
stock. The Company estimated the fair values odehstock option awards granted on Decembe
2004, and December 31, 2005, using a Blackeles option pricing model and the follon
assumptions: expected stock price volatility of Zl@nd 138%, riskree interest rates ranging fri
3.2% to 4.4%, weighted average expected optiors lnfe3 years, and no dividend yield. The Black-
Scholes option valuation model was developed fer insestimating the fair value of traded opti
that have no vesting restrictions and that arey fulinsferable. In addition, option valuation ma
require the input of highly subjective assumptidnsluding expected stock price volatility. .
1,000,000 of the 2004 options expired on DecembePB07, without having been exercised.
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NOTE 9 - STOCK-BASED COMPENSATION (Continued)
Treatment and Pro Forma Results (continued)
If the fair value provision of SFAS No. 123R wolldve been applied to all stoblesed compensati
for periods prior to January 1, 2006, net income aarnings per share would have been chanc¢
the pro forma amounts shown in the following tafolethe years indicated as follows:
Foetifears Ended
December 31,
2007 2006
Previously reported net income $ (1,578,684% 55,98t
Pro forma net income $ (1,578,684% 55,98t
Weighted average shares - basic 12,844,061 12,808,69:
Earnings per share - basic $ (0.12)$ 0.00
Weighted average shares - diluted 12,844,061 14,808,69:
Earnings per share - diluted $ (0.12)$ 0.00
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Issuance of Options Since Adoption of SFAS No. 123R

On December 28, 2007, the Company issued an additi@mployee) option award for a tota
1,000,000 options to purchase shares of the Compamymmon stock. The Company estimatec
fair values of these stock option awards usingacBScholes option pricing model and the follow
assumptions: expected stock price volatility of #31a riskfree interest rate of 3.52%, a weigt
average expected option life of 5 years, and naddid yield. The BlaclScholes option valuatic
model was developed for use in estimating the ¥alue of traded options that have no ves
restrictions and that are fully transferable. Irdiidn, option valuation models require the inpd
highly subjective assumptions including expectedclstprice volatility. The resulting fair val
estimate, net of tax, totaled $415,092. This ameuat recorded as a current period expense duré
fourth quarter of 2007.
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NOTE 9- STOCK-BASED COMPENSATION (Continued)
Treatment and Pro Forma Results (continued)
The following table summarizes the options outsitagndand associated activity for the years el
December 31, 2007 and 2006:
Number of Weighted Average
Options Price
Options outstanding at December 31, 2005 2,000,00($ 0.39
Granted - -
Exercised - -
Forfeited - -
Options outstanding at December 31, 2006 2,000,00( 0.39
Granted 1,000,00( 0.40
Exercised - -
Expired (1,000,000 -
Options outstanding at December 31, 2007 2,000,00($ 0.48
NOTE 10 - OTHER EQUITY TRANSACTIONS
On February 22, 2007, the Company issued 100,08festof common stock, at $0.80 per shar
consultants for services rendered during the djustrter of 2007.
On February 22, 2007, the Company authorized theisce of 200,000 warrants to consultants fc
purchase of equivalent shares of the Companogmmon stock at $0.80 per share. The grant e
warrants is contingent upon the completion of éeréativities related to exploration and remedia
milestones related to the CompasyGolden Wonder and Ute Ulay mines in Hinsdale &g
Colorado. As of December 31, 2007, these contingenhave not been met, and, therefore
warrants have not been granted. The warrants wgiire five years from the date of their issuance.
On August 21, 2007, the Company issued 50,000 shafreommon stock, at $0.60 per share, t
attorney for services rendered in relation to thieMining litigation.
NOTE 11 - SIGNIFICANT EVENTS
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On November 5, 2007, the Company entered into ameagent with Richmont Mines Inc. wh
grants Richmont an option to earn a 50% joint-ventterest in the Comparg/’Golden Wond¢
Mine located near Lake City, Colorado. Richmont Isady days from the date of the agreemel
which to complete its evaluation of the Golden Wemiine and exercise an option to enter in
joint venture with the Company for the further diepenent and exploration of the mine
surrounding property.
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NOTE 11 - SIGNIFICANT EVENTS (Continued)
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On December 21, 2007, Richmont notified the Comphay it has completed its initial evaluatior
the Golden Wonder Mine and intends to proceed thigh“Initial Commitment Perioddf an option t
acquire a 50% joint venture interest in the minaribyg this Initial Commitment Period, Richmont \
be required to invest $3 million in certain projeelated expenditures prior to September 1, Z
Included in this amount will be expenditures foplexation and development within the mine as
as approximately $550,000 to, or on behalf of,Gleenpany for option fees, litigation settlement &
and project-related findes’fees. Also included will be certain amounts fermit compliance work
the mine.

Once Richmont completes its obligations under ttigal Commitment Period it will have the optit
but not the obligation, to proceed with a formahjoventure in which Richmont can earn a ¢
interest in the Golden Wonder Mine, subject to ddal “Option Expenditurestotaling $15 millior
over a maximum, sixtyeur month period. In the event Richmont fails tomplete any of the Opti
Expenditures within certain specified time periths shortfall will be paid directly to LKA in cash.

Richmont may (at any time) relinquish the optiord ais rights under the agreement for any re
including not having identified sufficient mineradid resource to justify, in Richmont's discretig
view, the development and construction of the stfiacture required for exploitation. If Richmont
relinquishes, or if the agreement is otherwise ieated for any reason, Richmont shall forfeil
amounts paid or spent prior to the termination emake any payment then due t&A under the
agreement (i.e. unfunded commitment amounts asietbfin the Agreement. Richmont would

retain any right, title, or interest in and to #rgreement, any purchased property or related assets

The Company has recognized all direct cash paymestived from Richmont as deferred ge
These amounts, totalling $150,000 as of Decembe28a7, will be recorded as a period gain !
upon the completion (by Richmont) of the associg@@inmitment Period. An additional paym
also for $150,000, was received by the Companyaonalry 9, 2008.



Item 8. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

None; not applicable.

Item 8A(T). Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Disclosure controls and procedures include, withionitation, controls and procedures designed sues that
information required to be disclosed by an issnehe reports that it files or submits under theusiéies Exchange
Act of 1934, as amended (the "Act") is accumulaed communicated to the issuer's management, ingits
principal executive and principal financial offiseor persons performing similar functions, as eppate to allow
timely decisions regarding required disclosurshihuld be noted that the design of any system ez is based
in part upon certain assumptions about the likelchof future events, and there can be no assutaatany design
will succeed in achieving its stated goals undepatential future conditions, regardless of homeote. As of the
end of the period covered by this Annual Reportcareied out an evaluation, of the effectivenesthefdesign and
operation of our disclosure controls and proceduBased on this evaluation we concluded that inédiom
required to be disclosed is appropriately recorgeacessed, summarized, communicated and repartatbtv for
required disclosure of material information reqdite be included in our periodic Securities andHaxge
Commission reports.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting,
as such term is defined in Rules 13a-15(f) and 15 of the Exchange Act. Our internal controlteys was
designed to provide reasonable assurance regatwngliability of financial reporting and the pegption of
financial statements for external purposes, in eace with generally accepted accounting prinsigbecause of
inherent limitations, a system of internal conweér financial reporting may not prevent or detaistatements.
Also, projections of any evaluation of effectivesés future periods are subject to the risk thatmmds may becor
inadequate due to change in conditions, or thatiygee of compliance with the policies or procedunay
deteriorate.

Our management conducted an evaluation of thetaféeess of our internal control over financial sgjng using
the criteria set forth by the Committee of Sponsp®rganizations of the Treadway Commission (COR0)
Internal Control—Integrated Framework. Based omitsluation, our management concluded that suehniat
controls have operated effectively for the yeareshBecember 31, 2007.

Changes in internal control over financial reporting

There have been no changes in our internal coowe financial reporting during the period covebscthis Annue
Report.

Item 8B. Other Information.
None.
PART llI

Item 9. Directors, Executive Officers, Promoters ad Control Persons; Compliance with Section 16(a) dhe
Exchange Act

Identification of Directors and Executive Officers
The following table sets forth the names of allrent directors and executive officers of the ConypaFhes:

persons will serve until the next annual meetinghefstockholders or until their successors aretedeor appointe
and qualified, or their prior resignation or terstion.
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Date of Election or Date of Termination or

Name Positions Held Designation Resignation
Kye A. Abraham President 03/88 *
Chairman of the Board 03/88 *
Director 03/88 *
Nanette Abraham Secretary 1990 *
Director 1990 *
Treasurer 12/02 *

« These persons presently serve in the capacitiésaited.
Business Experience
Kye Abraham, President, Chairman of the Board Mitakam is 49 years old. He has been the Presidl&ht/
since 1988. Mr. Abraham is also the President, @& of the Board and sole shareholder of Abraha@o& Inc.
a registered NASD broker/dealer. Mr. Abraham i défee Managing Partner of Caldera.
Nanette Abraham, Secretary/Treasurer and Direbter Abraham, age 50, and, until recently was epgiaas a
Research Associate by the Russell Investment GBmuppany, a worldwide financial consulting compasipce
1991. . She has been the Secretary and Directdfaffor over 10 years, and was appointed to thécefbf
Treasurer in December, 2002.
Significant Employees

LKA has no employees who are not executive offickrs who are expected to make a significant cbation to it:
business.

Family Relationships
Our President, Kye Abraham, is the husband of Nadtraham, who is our Secretary/Treasurer.
Involvement in Certain Legal Proceedings

Except as stated above, during the past five yearglirector, person nominated to become a dirgetxgcutivi
officer, promoter or control person of the Company:

(1) was a general partner or executive officerrof business against which any bankruptcy petitias filed, eithe
at the time of the bankruptcy or two years priothat time;

(2) was convicted in a criminal proceeding or narsabject to a pending criminal proceeding (exclgdiraffic
violations and other minor offenses);

(3) was subject to any order, judgment or decreesanbsequently reversed, suspended or vacatedhyofourt ¢
competent jurisdiction, permanently or temporarépjoining, barring, suspending or otherwise lingtifis
involvement in any type of business, securitiebanking activities; or

(4) was found by a court of competent jurisdict{@na civil action), the Securities and Exchangen@ussion o
the Commodity Futures Trading Commission to hawsated a federal or state securities or commodiées anc
the judgment has not been reversed, suspendedaieda

Compliance with Section 16(a) of the Exchange Act
Except as indicated below, based solely upon @wewf Forms 3 and 4 and amendments thereto furtighEKA

during our most recent fiscal year, and Forms 5andndments thereto furnished to us with respectitanost
recent fiscal year, we believe all forms requiret¢ filed under Section 16 of the Exchange Acehasen timely
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filed.

On May 10, 2007, Kye Abraham filed a Form 4 witepect to his purchase an option to purchase 1,00&0ares
at $0.25 until December 31, 2007, and an additiop&bn to purchase 1,000,000 shares at $0.55Datember
31, 2008.

Code of Ethics

We have adopted a Code of Conduct for our PresatehiSecretary/Treasurer. A copy of the Code ofd0onwas
attached as Exhibit 14 to our Annual Report on F@@¥KSB for the calendar year ended December 313 28ee
Part Ill, Item 13 of this Report.

Nominating Committee

We have not established a Nominating Committee usecave believe that our Board of Directors is able
effectively manage the issues normally considesed Nominating Committee.

Audit Committee

We have not adopted an audit committee separatedro Board of Directors because the Board of Dinesc
consists of only Mr. and Mrs. Abraham.

Item 10. Executive Compensation

The following table sets forth the aggregate comspéon paid by the Company for services renderethdtthe
periods indicated:

SUMMARY COMPENSATION TABLE

Name andYear Salary |Bonus [Stock |Option |Non-Equity [Nonqualified |All Other Total
Principal %) (%) Awards|Awards|Incentive Plar] Deferred CompensationEarnings
Position %) %) CompensatiofCompensation($) (6]
@) $) $) , ,

(b) (©) (d) (e) ® (@ (h) (0] @
Kye 12/31/07|$127,500$50,0000 1) 0 0 0 $177,500
Abraham, |12/31/06$127,5000 0 0 0 0 0 $127,500
President,|12/31/05($120,000$25,0000 ) 0 0 0 $145,000
Director
Nannette |12/31/07|0 0 0 0 0 0 0 0
Abraham |12/31/06|0 0 0 0 0 0 0 0
Sec./Treasl2/31/05/0 0 0 0 0 0 0 0
Director

(1) On December 31, 2005, our Board of Directospheed to grant to Mr. Abraham an option to purehag to
1,000,000 "unregistered" and "restricted" sharesunfcommon stock at a price of $0.55 per shareroisable for
three years.

(2) On December 28, 2007, our Board of Directesolved to grant to Mr. Abraham an option to pusehap to
1,000,000 “unregistered” and “restricted” shareswfcommon stock at a price of $0.40 per shareraisable for
five years.

Beginning in October, 2006, Kye Abraham began rdegia salary of $12,500 per month for his servicesKA.
Prior to that, his salary was $10,000 per month.d&@ot have any employment agreements with MraAam or
with any other party.
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Outstanding Equity Awards

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Option Awards Stock Awards

Name |Number of [Number of |Equity JOption Option Number|Market [Equity  |Equity

Securities  [Securities Incentive  |Exercise|Expiration |of Value |Incentive |Incentive
Underlying [underlying  [Plan AwardgPrice  |Date Shares |of Plan Plan
UnexercisedUnexercised [Number of |($) or Units |Shares|Awards: [Awards:
Options (#) |Options (#) |Securities of Stock|or Number [Market or
Exercisable |UnexercisablgUnderlying That Units  |of Payout
Unexercised Have |of UnearnedValue of
Unearned Not Stock |Shares, [Unearned
Options (#) Vested |That |Vested |Shares,
(#) Have [Units or |Units or

Not Other Other
Vested |Rights  |Rights
(6] That HavgThat Have

Not Not
Vested (#Vested ($
(@ (b) (©) (d) (e) ® (@ (h) [0) [0)
Kye 2,000,000 [0 0 1) (1) 0 0 0 0
Abraham
Nanette |0 0 0 0 0 0 0 0 0
Abraham

(1) Effective as of December 31, 2004, and Decer8be2005, respectively, the Company granted to Mr
Abraham options to purchase: (i) up to 1,000,00@égistered” and “restricted” shares of commonlsttca price
of $0.25 per share; and (i) up to 1,000,000 “uisteged” and “restricted” shares of common stock ptice of
$0.55 per share. All of these options were exabtésfor a period of three years, and all of theéomys that were
granted on December 31, 2004, expired on Decenthez0®7. On December 28, 2007, our Board of Dimsct
resolved to grant to Mr. Abraham an option to pasghup to 1,000,000 “unregistered” and “restrictglutires of
our common stock at a price of $0.40 per sharacesable for five years.

Compensation of Directors

DIRECTOR COMPENSATION

Name Fees EarngStock Option Non-Equity Nonqualified |All Other Total ($)

or Paid in [Awards ($) [Awards ($) |Incentive Plan |Deferred Compensation

Cash ($) Compensation [Compensation [($)

($) Earnings ($)

(@ (b) (c) (d) () ® (@ (h)
Kye 0 0 0 0 0 0 0
Abraham
Nanette 0 0 0 0 0 0 0
Abraham
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Item 11. Security Ownership of Certain Beneficial @vners and Managemen’

Security Ownership of Certain Beneficial Owners

The following tables set forth the share holdingstlwose persons who were principal shareholdershe
Company’s common stock .

Ownership of Principal Shareholders

Title Of Class

Name and Address of
Beneficial Owner

Amount and Nature of
Beneficial Owner

Percent of Class

Common Stock

Kye Abraham

7,783,577(1)

60.4%

(1) Consists of 1,274,535 shares that are heldttjrby Mr. And Ms. Abraham and 6,434,042 shared #re
owned by Caldera Partners Limited, of which Mr. &llem is the Managing Director and 75,000 shardsatiea
owned by Abraham & Co., which is controlled by Mbraham.

Security Ownership of Management

The following table sets forth the share holdingshe Companys directors and executive officers as of April

2008:

Ownership of Officers and Directors

Title of Class

Name and Address of
Beneficial Owner

Amount and Nature of
Beneficial Owner

Percent of Class

Common Stock

Kye Abraham

7,783,577(1)

60.4%

Common Stock

Nanette Abraham

@

(1) Consists of 1,274,535 shares that are heldttjrby Mr. And Ms. Abraham and 6,434,042 shared #re
owned by Caldera Partners Limited, of which Mr. atam is the Managing Director and 75,000 shardsatiea
owned by Abraham & Co., which is controlled by Mbraham.

(2) As the spouse of Kye A. Abraham, Nanette Abralmaay be deemed to beneficially own all 7,783,57arss
that Mr. Abraham beneficially owns.

Changes in Control

To the knowledge of management, there are no presemgements or pledges of LKA's securities winiety
result in a change in its control.
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Securities Authorized for Issuance under Equity Comensation Plans

Plan Category Number of Securities to b¢Weighted-average exercigdlumber of securities
issued upon exercise of |price of outstanding remaining available for
outstanding options, options, warrants and righffuture issuance under equl
warrants and rights compensation plans

excluding securities
reflected in column (a)
@ (b) (©)

Equity compensation plan) 0 0

approved by security

holders

Equity compensation plan) 0 0

not approved by security

holders

Total 0 0 0

Item 12. Certain Relationships and Related Transa@ns
Transactions with Related Persons

The Company owes Cognitive Associates Limited Rastnip $56,828 in unpaid principal from a note d
December 31, 1986. The note is unsecured, due dpamand, and accrues interest at 10% per annun
payments have been made during the year ended Decedth, 2007. Accrued interest related to thierotale
$53,606 as of December 31, 2007.

The Company owes Cognitive Intelligence Limited tRarship $5,975 in unpaid principal from a noteed
October 1, 1987. The note is unsecured, due uparadd, and accrues interest at 10% per annum. ajiment
have been made during the year ended DecembefB817, ZAccrued interest related to this note tot$é®B03 as (
December 31, 2007.

The Company pays a company owned by Mr. Abrahars0®1per month for office rent and expenses.
affiliated Company, (Abraham & Co., Inc. a NASD nieen and registered investment advisor) also exsdhi
Company'’s securities transactions and managesviesiment portfolio.

From 2002 to 2007, the Company advanced $64,5%26rtous parties in the form of legal payments aisged witt
activities unrelated to the operation of the Conypahhe counterparties are considered to be affiadf thi
Company as they are represented, collectively,rbgfficer of the Company. These advances are doa dpman
and noninterest bearing. As of December 31, 2007, andtdube current market conditions and uncertaintyo
the timing of any eventual repayment, the Compaay élected to record an allowance equivalent to 50%he
outstanding balance, or $32,263.

On December 31, 2003, the Compangbard of directors authorized the issuance dbogtto purchase 2,000,C
shares of the Compars/tommon stock to Mr. Abraham for services previpusndered. The options were grar
in two tranches of 1,000,000 options on December2804, and 1,000,000 options on December 31, 200é
2004 and 2005 grants had an exercise price of %n#5$0.55 per share, respectively, and have a-jler tern
from the date of grant. All of the options thatresgranted on December 31, 2004, expired on Dece&ihe€007.

During March 2006, the Company sold a sapphire gean officer and shareholder in exchange for $2jaCcast
The gem has been in the possession of the compargvér fifteen years and had previously been emitff for
financial reporting purposes. As such, the erttirgh receipt was recorded as a current period 206 on sale.

During the year ended December 31, 2007, the Coypavarded $50,000 in bonuses to Mr. Abrahar

connection with the execution of the letter agreente grant Richmont Mines an option to purcha€®% join
venture interest in the Golden Wonder Mine.
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On December 28, 2007, the Compangbard of directors authorized the issuance dbogtto purchase 1,000,C
shares of the Compars/'common stock to Mr. Abraham for services previpusndered. The options have
exercise price of $0.40 per share, and have ayfdae-term from the date of grant.

Parents of the Issuer

LKA has no parents, except to the extent that Miraham may be deemed to be its parent by virtisof
beneficial ownership of approximately 60.1% ofis¢sued and outstanding shares.

Transactions with Promoters and control persons

Except as indicated under the heading "TransactigtiisRelated Persons," during the calendar yeade@
December 31, 2007 and 2006, there were no mateiaactions, series of similar transactions, culygproposed
transactions, or series of similar transactionsytiech LKA or any of its subsidiaries was or ishte a party, in
which the amount involved exceeded $120,000 andhich any promoter or founder, or any member of the
immediate family of any of the foregoing persored la material interest.

Item 13. Exhibits

Exhibits
Exhibit Number|
Description (1)
3.1 Certificate of Incorporation (2)
3.2 By-laws (2)
10.1 Settlement Agreement and Release with Au Mining, (8)
10.2 Letter Agreement with Richmont Mines, Inc. (4)
14 Code of Conduct (5)
31.1 302 Certification of Kye Abraham
31.2 302 Certification of Nanette Abraham
32 906 Certification

DOCUMENTS INCORPORATED BY REFERENCE

(1) Summaries of all exhibits contained withinstReport are modified in their entirety by referete these
exhibits.

(2) Incorporated by reference to our Annual ReparForm 10-KSB for the calendar year ended Dece®be
2001, filed with the Securities and Exchange Corsiaison February 11, 2003.

(3) Incorporated by reference to our Current Repor-orm 8-K dated August 24, 2007, filed with Becurities
and Exchange Commission on August 27, 2007.

(4) Incorporated by reference to our Current Repor=orm 8-K dated November 5, 2007, filed with Becurities
and Exchange Commission on November 9, 2007.

(5) Incorporated by reference to our Annual ReparfForm 10-KSB for the calendar year ended Decer@ber
2003, filed with the Securities and Exchange Corsiaison March 29, 2004.

Item 14. Principal Accounting Fees and Services

The following is a summary of the fees billed te thompany by its principal accountants during theal years
ended December 31, 2007, and 2006:
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Fee Category 2007 2006

Audit Fees $ 26,10C $ 21,00C
Audit-related Fees  $ 0 3 0
Tax Fees $ 1,90C $ 5,23C
All Other Fees $ 0 $ 0
Total Fees $ 28,000 $ 26,23(

Audit Fees -Consists of fees for professional services rendésedur principal accountants for the audit of
Company'’s annual financial statements and reviethefinancial statements included in the Compafgsns 10-
QSB or services that are normally provided by aimgipal accountants in connection with statutong aegulator
filings or engagements.

Audit-related Fees Consists of fees for assurance and related senfigesur principal accountants that
reasonably related to the performance of the anditeview of the Compang’financial statements and are
reported under “Audit fees.”

Tax Fees Consists of fees for professional services rendbyedur principal accountants for tax compliane
advice and tax planning.

All Other Fees -Consists of fees for products and services provigedur principal accountants, other than
services reported under “Audit fees,” “Audit-reldtiees,” and “Tax fees” above.

Policy on Audit Committee Pre-Approval of Audit and Permissible NonAudit Services of Independer
Auditors

The Company has not adopted an Audit Committeegtore, there is no Audit Committee policy in thégard
However, the Company does require approval in acvaf the performance of professional servicestprovide:
to the Company by its principal accountant. Addiétly, all services rendered by our principal actaat ar
performed pursuant to a written engagement lettéwéen us and the principal accountant.

SIGNATURES

In accordance with Section 13 or 15(d) of the SiéesrExchange Act, the Company caused this Refpokte
signed on its behalf by the undersigned, theredaty authorized.

LKA INTERNATIONAL, INC.

Date:  April 15, 2008 By: /s/Kye Abraham

Kye Abraham, President, Chairman of the Board
and Director

In accordance with the Securities Exchange Acg Beport has been signed below by the followingqes o
behalf of the Company and in the capacities antherates indicated:

LKA INTERNATIONAL, INC.

Date:  April 15, 2008 By: /s/Kye Abraham
Kye Abraham, President, Chairman of the Board
and Director

Date:  Aprill5, 2008 By:  /s/Nanette Abraham
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Nanette Abraham, Secretary, Treasurer and
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kye Abraham, certify that:
1. I have reviewed this Annual Report (tReport”) on Form 10-KSB of the small business issue

2. Based on my knowledge, this Report does naia@many untrue statement of a material fact ortdeni
state a material fact necessary to make the statsmeade, in light of the circumstances under whkiath
statements were made, not misleading with respebiet period covered by this Report;

3. Based on my knowledge, the financial statememts,other financial information included in this
Report, fairly present in all material respects financial condition, results of operations anshciiows o
the small business issuer as of, and for, the gefioesented in this Report;

4. The small business issuerdther certifying officer(s) and | are responsilite establishing ar
maintaining disclosure controls and proceduresd@dmed in Exchange Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportites defined in Exchange Act Rules 13a-15(f) and-1%d
(f)) for the small business issuer and have:

a) designed such disclosure controls and proceduresawsed such disclosure controls
procedures to be designed under my supervisioansore that material information relai
to the small business issuer, including its codstéd subsidiaries, is made known to m
others within those entities, particularly durirfgetperiod in which this Report is be
prepared;

b) designed such internal control over financial réipgy or cause such internal control ¢
financial reporting to be designed under our suip@w, to provide reasonable assur:
regarding the reliability of financial reporting duthe preparation of financial statements
external purposes in accordance with general aedegitcounting principles;

c) evaluated the effectiveness of the small businessers disclosure controls and procedt
and presented in this report my conclusions abdmieffectiveness of the disclosure con
and procedures, as of the end of the period covgyetiis Report based on such evalua
and

d) disclosed in this Report any change in the smaflifmss issues’ internal control ot
financial reporting that occurred during the snimlbiness issues’most recent fiscal quar
(the small business issugrfourth fiscal quarter in the case of an annupbrg that ha
materially affected, or is reasonably likely to evally affect, the small business issser’
internal control over financial reporting; and

5. The small business issuer’s other certifyingceff(s) and | have disclosed, based on our moshtec
evaluation of internal control over financial repiog, to the small business issuer’s auditors aedaudit
committee of the small business issuer’s boardrettbrs (or persons performing the equivalent
functions);

a) all significant deficiencies and material weadses in the design or operation of internal control
over financial reporting which are reasonably kk&l adversely affect the small business issuer’s
ability to record, process, summarize and repaerftial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a
significant role in the small business issuer’siinal control over financial reporting.



Date:  April 15, 2008 By:  //Kye Abraham

Kye Abraham, President, Chairman of the Board
and Director



Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Nanette Abraham, certify that:
1. | have reviewed this Annual Report (tReport”) on Form 10-KSB of the small business issue

2. Based on my knowledge, this Report does naago@any untrue statement of a material fact ortami
state a material fact necessary to make the statsmeade, in light of the circumstances under whkioth
statements were made, not misleading with respebiet period covered by this Report;

3. Based on my knowledge, the financial statememtd,other financial information included in this
Report, fairly present in all material respects financial condition, results of operations anshctiows o
the small business issuer as of, and for, the gefwesented in this Report;

4. The small business issuerdther certifying officer(s) and | are responsilite establishing ar
maintaining disclosure controls and proceduresd@dmed in Exchange Act Rules 13a-15(e) and 15d-15
(e)) and internal control over financial reportites defined in Exchange Act Rules 13a-15(f) and-1%d
(f)) for the small business issuer and have:

a) designed such disclosure controls and proceduresawsed such disclosure controls
procedures to be designed under my supervisioansore that material information relai
to the small business issuer, including its codstéd subsidiaries, is made known to m
others within those entities, particularly durirfgetperiod in which this Report is be
prepared;

b) designed such internal control over financial réipgy or cause such internal control ¢
financial reporting to be designed under our suip@w, to provide reasonable assur:
regarding the reliability of financial reporting duthe preparation of financial statements
external purposes in accordance with general aedegitcounting principles;

c) evaluated the effectiveness of the small businessers disclosure controls and procedt
and presented in this report my conclusions abdmieffectiveness of the disclosure con
and procedures, as of the end of the period coveyetiis Report based on such evalua
and

d) disclosed in this Report any change in the smaflifmss issues’ internal control ovt
financial reporting that occurred during the snimlbiness issues’most recent fiscal quar
(the small business issugrfourth fiscal quarter in the case of an annupbrg that ha
materially affected, or is reasonably likely to evilly affect, the small business issser’
internal control over financial reporting; and

5. The small business issuer’s other certifyingcefi(s) and | have disclosed, based on our moshtec
evaluation of internal control over financial repiog, to the small business issuer’s auditors aedaudit
committee of the small business issuer’s boardrettbrs (or persons performing the equivalent
functions);

a) all significant deficiencies and material weases in the design or operation of internal control
over financial reporting which are reasonably kk&l adversely affect the small business issuer’s
ability to record, process, summarize and repaerftial information; and



b) any fraud, whether or not material, that invelweanagement or other employees who have a
significant role in the small business issuer’siinal control over financial reporting.

Date:  April 15, 2008 By:  /s/Nanette Abraham

Nanette Abraham, Secretary, Treasurer and
Director




Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C.SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of LKA Intetimnal, Inc., (the "Company") on Form 10-KSB for
the period ending December 31, 2007 as filed vhighSecurities and Exchange Commission on the date
hereof (the "Report"), we, Kye A. Abraham, Presidend Nanette Abraham, Secretary/Treasurer of the
Company, certify, pursuant to 18 U.S.C. Section013% adopted pursuant to Section 906 of the Sesban
Oxley Act of 2002:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exaean
Act of 1934; and

(2) The information contained in the Report faplgesents, in all material respects, the finanaaldition
and result of operations of the Company.

Date:  April 15, 2008 By:  //Kye Abraham
Kye Abraham, President, Chairman of the Board
and Director

Date:  April 15, 2008 By:  /s/Nanette Abraham

Nanette Abraham, Secretary, Treasurer and
Director



