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GBN-TSX   GBRIF-OTCBB
Recent Price: $0.24 CAD   $0.21 USD

Common Equivalent Shares Outstanding: 67.5 million
Market Capitalization: $16.2 MM CAD  $14.2 MM USD

Golden Band is a Saskatchewan-based, advanced exploration stage, gold company focused on near-term production. We estimate approximately 35,000 ounces per year from their high grade Bingo deposit and longer-term production of up to 75,000 ounces per year from their lower grade Waddy Lake Property. Total land holdings are approximately 182,000 acres in the area known as the La Ronge Gold Belt. We believe that with proper exploitation, the area could become a 200,000 ounce per year producer within the next 3 to 5 years. 

GBN owns a fully permitted 350 tonne/day mill near its Bingo deposit. Based on 10 gram/tonne material, running 360 days per year, the Mill would produce about 38,000 ounces/year. We estimate that there are sufficient proven reserves to operate at this level for at least three years, with the expectation that additional reserves can be developed with further drilling. The Mill requires approximately $1.5 million CAD to be refurbished for operation. Total capital cost and working capital requirements are projected to be in the area of $8 million CAD or $6.9 million USD. This is roughly the cost of a small McMansion on either coast of the US.

The Mill’s replacement cost is about equal to the Company’s current market capitalization. Based on cash costs of $275/ounce and all-in costs of $350/ounce, and the current $545/ounce gold price, the Bingo Property could produce pre-tax income of $7.4 million USD and cash flow of just over $10 million USD per year, respectively. These are not huge numbers, but based on a multiple of 20X pre-tax income (even large, mature companies in the group with much lower growth potential trade in this range), the market value of GBN could approach $150 million US or in the area of $1.00 to $2.00 per share. 
Longer-term, with the successful development of the lower grade (4-5 gram/tonne) Waddy Lake area, a 2000 tonne per day mill at a capital cost of about $60 million would add another 75,000 ounces per year at similar costs, based on economies of scale. The larger mill could be financed with debt, based on a year of production and cash flow from the Bingo operation. Therein lies the potential for a $3-5 stock at current gold prices. In our opinion, this just scratches the surface of the overall land position. This scenario also could allow for the acquisition of surrounding land using the Company’s stock. In other words, the Mill(s) and production will set the stage for consolidation of the entire La Ronge Gold Belt. 

Soils in the area have assayed at 3-4 grams/tonne, which is easily greater than the grades being utilized in many current gold mining operations. The most attractive aspect of this gold play is the potential for substantial reserve growth based on higher gold prices. This is a high risk, speculative stock which offers the potential for very high percentage stock appreciation. 
The long term downside at current prices would seem to be somewhat limited. In other words, the current market capitalization, which is less than the replacement cost of the existing Mill, seems to incorporate much of the risk. Studies have shown that while this is the most risky point in gold mine development, it is also the most potentially rewarding. 
Gold Prices

We believe that gold prices have much room to rise. The inflation-adjusted previous highs would be over $2000 per ounce. Most hard assets are now at nominal record highs, while gold is at only 65% of its $850 all-time high set in 1980. At $850, this entire area becomes highly economical. At $2000 it becomes a real gold mine!
We have been projecting current gold prices and believe gold is still an outstanding value in this era of soaring prices. We have entered a period of competitive devaluation as countries try to keep the prices of their exports competitive. Central banks are running “the presses” flat out to keep their currencies down and to fight any hint of deflation. Deflation is a debtor’s worst enemy as inflation is a debtor’s best friend. Five dollars in 1913 has the purchasing power of $100 today, a 95% depreciation in purchasing power. I remember pumping gas in 1972 for 25 cents a gallon. My parents bought our house we had then for $49,000, now it is “worth” over $700,000. It is surprising that people easily accept $3-400,000 “starter” homes and $3 gasoline but still can’t see $1000 gold. Most people don’t understand why gold is selling for over $500 ounce. In other words, they will readily accept inflation in everything else except gold. In our opinion, this is due to the desire of Central Bankers to keep the “canary in the coal mine”, which gold represents, in its cage. Obviously, gold can’t be counterfeited, the alchemists in the Middle Ages tried and failed. Paper money that can’t be converted into gold can easily be “printed”, although they don’t even have to print it these days, they just push a button. Last year, physical gold appreciated over 18%, outpacing everything but commodities, even housing, yet the average person is not aware of it. Ask yourself, “Why is that?”
In addition to the investment demand created by Central Bankers running wild, the worldwide production of gold is declining substantially. Investment in new production dwindled over the last 5-10 years due to what we consider to be artificially low gold prices. Like every other tangible thing in the world, it is finite. 

Golden Band and other smaller speculative resource stocks are not something to bet the ranch on, but a relatively small position could be very rewarding. For the faint-hearted, the large, mature companies such as Newmont (NEM-NYSE) may be more palatable but, by all means, protect yourself. Some very challenging times are ahead for all of us. 
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Talk about consolidation! Although we are fundamental analysts, this rising wedge pattern is technically extremely bullish.
The analysis contained herein is for informational purposes only. It is not any offer to buy or sell any security. The information contained herein is believed to be accurate but its accuracy is not guaranteed. Thomas B. O’Brien, the author of the report, holds a BA in Geology and an MBA in Finance, and was trained by and worked for Phillips Petroleum Company. He holds approximately 6.3 million shares of Golden Band Resources. Co-author, Lindsay Patel, holds a BA in Geography and has previously worked as a research assistant in the field of environmental sciences; she controls 200,000 shares of Golden Band. Affiliates of Mr. O’Brien may hold positions in the common stock of Golden Band. The authors are not officers, directors, or insiders of Golden Band Resources. Golden Band Resources did not commission or participate in the preparation of this report and did not compensate the authors in any way for its preparation. Golden Band Resources does not endorse any interpretations or conclusions presented in this report. This is not a complete analysis of any company or industry. 
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