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AUDITORS' REPORT 
 
 
 
 
To the Shareholders of 
Golden Band Resources Inc. 
 
 
We have audited the balance sheet of Golden Band Resources Inc. as at April 30, 2003 and 2002, and the 
statements of income and deficit, and cash flows for the years then ended. These financial statements are the 
responsibility of the Company's management. Our responsibility is to express an opinion on these financial 
statements based on our audit.   
 
We conducted our audit in accordance with Canadian generally accepted auditing standards.  Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 
 
In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
Company as at April 30, 2003 and 2002, and the results of its operations and cash flows for the years then ended 
in accordance with Canadian generally accepted accounting principles.  As required by the British Columbia 
Company Act, we report that, in our opinion, these principles have been applied on a consistent basis. 
 
 
 
 
Vancouver, B.C. “Morgan & Company” 
 
August 21, 2003 Chartered Accountants 
 
 
 
 
 

 



 

GOLDEN BAND RESOURCES INC. 

BALANCE SHEET 

as at APRIL 30, 2003 and 2002 
 

 2003 2002 
ASSETS 
CURRENT 

Cash and short term deposits (Note 5(e)) 
Accounts receivable 
Prepaid expenses 

 
$     243,510 

120,189 
4,000 

 
$       24,176 

13,728 
6,000 

 367,699 43,904 
OFFICE EQUIPMENT (Net of accumulated amortization of 

$4,241) 
 

8,482 
 

-- 
MINERAL PROPERTIES (Note 3) 4,413,804 1,293,298 
 $  4,789,985 $  1,337,202 
 
LIABILITIES 

 

CURRENT 
Accounts payable and accrued liabilities 

 
$     19,717 

 
$       59,644 

CONVERTIBLE DEBENTURE (Note 4) -- 125,000 
 
SHAREHOLDERS’ EQUITY  

 

SHARE CAPITAL (Note 5) 8,983,922 5,105,491 
DEFICIT (4,213,654) (3,952,933) 
 4,770,268 1,152,558 
 $  4,789,985 $  1,337,202 

 
 
APPROVED BY THE DIRECTORS: 
 
 
“Ronald K. Netolitzky” (signed)  
Director 
 
 
“Robert A. Evans” (signed)  
Director 



 
GOLDEN BAND RESOURCES INC. 

STATEMENT OF INCOME AND DEFICIT 

For the Years Ended April 30, 2003 and 2002 
 

 2003 2002 
REVENUE $                - $                  - 
 
EXPENSES 

 

Professional fees 
Offices facilities and services 
Transfer agent 
Regulatory fees 
Promotion and shareholder information 
Interest expense 
Depreciation 
Less:  Interest income 

162,184 
72,001 
7,293 

10,164 
7,004 
3,125 
4,241 

(5,291) 

26,256 
17,871 
4,790 
5,605 
3,888 
4,375 

- 
(271) 

 $     260,721 $         62,514 
 
LOSS FOR THE YEAR 

 
(260,721) 

 
(62,514) 

 
DEFICIT, BEGINNING OF YEAR 

 
(3,952,933) 

 
(3,890,419) 

 
DEFICIT, END OF YEAR 

 
$  (4,213,654) 

 
$  (3,952,933) 

 
BASIC AND DILUTED LOSS PER SHARE 

 
$         (0.01) 

 
$          (0.01) 

 
WEIGHTED AVERAGE NUMBER OF SHARES 
OUTSTANDING 

 
 

25,009,543 

 
 

11,996,884 
 



 
GOLDEN BAND RESOURCES INC. 

STATEMENT OF CASH FLOWS 

For the Years Ended April 30, 2003 and 2002 

 
 2003 2002 
OPERATING ACTIVITIES  

Loss for the Year 
Add: Depreciation 
Change in non-cash working capital items: 

Accounts receivable 
Prepaid expenses 
Accounts payable 

$  (260,721) 
4,241 

 
(106,461) 

2,000 
(39,927) 

$   (62,514) 
-- 

 
(11,535) 
(4,000) 
19,596 

Cash used by operating activities (400,868) (58,453) 
 
FINANCING ACTIVITIES 

 

Issuance of convertible debenture 
Issuance of share capital, net of share issue costs 

-- 
1,474,225 

125,000 
117,779 

Cash provided by financing activities 1,474,225 242,779 
 
INVESTING ACTIVITIES 

 

Office equipment 
Mineral property expenditures 

(12,723) 
(841,300) 

-- 
(165,315) 

Cash used by investing activities (854,023) (165,315) 
 
INCREASE IN CASH 

 
219,334 

 
19,011 

 
CASH, BEGINNING OF YEAR 

 
24,176 

 
5,165 

 
CASH, END OF YEAR 

 
$     243,510 

 
$       24,176 

 
NON-CASH ITEMS 
 
Conversion of debenture 
Shares issued for property 

 
 
 

$     125,000 
$  2,279,206 

 
 
 

$               -- 
$               -- 



GOLDEN BAND RESOURCES INC. 
NOTES TO FINANCIAL STATEMENTS 
April 30, 2003 and 2002 Page 1  
 
 
1. NATURE OF OPERATIONS 
 

The Company is in the process of exploring and developing its mineral properties, but on the 
basis of information to date, has not yet determined whether these properties contain ore 
reserves which are economically recoverable.  The underlying value of the mineral 
properties and related deferred costs is dependent on the existence of economically 
recoverable reserves, the ability of the Company to obtain the necessary financing to 
complete development, and upon future profitable production. 

 
2. ACCOUNTING POLICIES 
 

a) Mineral Properties 
 

The Company capitalizes the cost of acquiring mineral properties and all direct 
exploration expenditures.  As such time as the Company loses or abandons title to its 
property interest the accumulated mineral property and deferred costs are written off. 
 Once a property reaches commercial production, mineral property and deferred costs 
will be amortized against related production revenues. 

 
b) Joint Ventures 

 
Some of the Company’s exploration activities are conducted jointly with others.  
These financial statements reflect only the Company’s proportionate interest in such 
activities. 

 
c) Loss per Share 
 
 Loss per share has been calculated based upon the weighted average shares 

outstanding.  Diluted loss per share has not been presented because it is anti-dilutive. 
 

d) Use of Estimates 
 

The preparation of financial statements in accordance with Canadian generally 
accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statements, and the reported amounts of revenues and expenses during the 
reporting period.  Actual results could differ from management’s best estimate as 
additional information becomes available in the future. 



GOLDEN BAND RESOURCES INC. 
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e) Stock Based Compensation 

 
Effective January 1, 2002, the Company adopted the new CICA Handbook Section 
3870 – “Stock Based Compensation and Other Stock Based Payments”, which 
recommends a fair value based method of accounting for compensation costs.  The 
new section also permits the use of the intrinsic value based method, which 
recognizes compensation cost for awards to employees only when the market price 
exceeds the exercise price at date of grant, but requires pro-forma disclosure of 
earnings and earnings per share as if the fair value method had been adopted.  The 
Company has elected to adopt the intrinsic value based method for employees 
awards.  Any consideration paid by the option holders to purchase shares is credited 
to share capital.  The adoption of this accounting policy has no effect on the financial 
statements of either the current period or prior periods presented. 
 

 
f) Financial Instruments 

 
The Company’s financial instruments consist of cash, accounts receivable and 
accounts payable. 
 
Unless otherwise noted, it is management’s opinion that this Company is not exposed 
to significant interest or credit risks arising from these financial instruments.  The 
fair value of these financial instruments approximate their carrying values, unless 
otherwise noted. 
 

 
g) Flow-Through Shares 

 
Resource expenditure deductions for income tax purposes related to exploration and 
development activities funded by flow-through share arrangements are renounced to 
investors in accordance with income tax legislation.  Share capital is reduced and the 
future income tax liability is increased by the estimated cost of the renounced tax 
deductions. 
 
Drawdowns of future income  tax liabilities resulting from the timing differences on 
exploration expenditures renounced to investors have been credited to share capital. 
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h) Income Taxes 
 
Income taxes are calculated using the liability method of accounting.  Temporary 
differences arising from the difference between the tax basis of an asset or liability 
and its carrying amount on the balance sheet are used to calculate future income tax 
liabilities or assets.  Future tax assets are recognized to the extent that they are 
considered more likely than not to be realized.  Future income tax liabilities or assets 
are calculated using the tax rates anticipated to apply in the periods that the 
temporary differences are expected to reverse.   

 
3. MINERAL PROPERTIES 
 

As at April 30, 2003, accumulated costs in respect of the Company’s interest in mineral 
claims owned, leased or under option consisted of the following: 

 
Balance 

April 30, 2002 
Additions Balance 

April 30, 2003 
 

Acquisition Exploration Acquisition Exploration Acquisition Exploration 
Iskut River (a) $               1 $                - $                - $                - $                1 $                - 
Greater Waddy Lake (b) 201,648 1,079,408 1,984,659 568,517 2,186,307 1,647,925 
Churchill River (b) 12,242 - 344,976 222,353 357,218 222,353 
 $    213,891 $ 1,079,408 $ 2,329,635 $    790,870 $ 2,543,526 $ 1,870,278 

 
 
(a) The Company has a 33 1/3% interest in ten claims situated in the Liard Mining 

Division, B.C.  The exploration costs on these claims were written off in prior years. 
 

(b) The Company acquired approximately 37,000 hectares in the La Ronge area of 
Saskatchewan.  The Company issued 15,194,707 shares and 3,798,579 warrants to 
acquire this land package.  The warrants are exercisable into common shares at a 
price of $0.15 per share on or before November 14, 2003, $0.20 per share on or 
before November 14, 2004 and $0.30 per share on or before November 14, 2005.  
The recipients have the right to participate in future equity financings to maintain 
their pro-rata interest.  This package complemented the Company’s existing land 
package and consequently property costs have been reclassified into two areas, 
Greater Waddy Lake and Churchill River.  Included in the Greater Waddy Lake area 
is the Tyler option.  The Company owns 49.9% of this property and can earn a 
further 25.05% interest from Tyler.  The Tyler option period is over four (4) years, 
with a minimum property expenditure of $100,000 per year for the first three years 
and a total aggregate expenditure of $1.5 million by December 31, 2005.  Upon 
completion of the option terms, Tyler may convert its remaining 25.05% interest to a 
0.5% NSR royalty (with the 25.05% interest being acquired by the Company) or 
continue to participate in the joint venture. 



GOLDEN BAND RESOURCES INC. 
NOTES TO FINANCIAL STATEMENTS 
April 30, 2003 and 2002 Page 4  
 
 
 

4. CONVERTIBLE DEBENTURE 
 

In October 2001, Viceroy Resource Corporation subscribed for a two year $125,000 
convertible debenture in the Company.  The debenture was convertible into units as follows: 
 if converted in the first year, it would be at $0.10 per share with a one year warrant to 
purchase an additional share at $0.15 per share; if converted in the second year, it would be 
at $0.15 per share with a one year warrant to purchase an additional share at $0.20 per share. 
 The debenture earns interest at 6% and is secured by a 40% interest in the mineral properties 
that encompass the Company’s Memorial occurrence in Saskatchewan.  The debenture was 
converted into shares and warrants in October 2002. 

 

5. SHARE CAPITAL 
 

(a) Authorized 
100,000,000 common shares without par value 
100,000,000 Class A preferred shares with a par value of $10 each 
100,000,000 Class B preferred shares with a par value of $50 each 

 
(b) Issued 

 Number Amount 

Balance - April 30, 2000 and April 30, 2001 
Private placements 

11,397,843 
1,250,000 

$   4,987,712 
117,779 

   
Balance – April 30, 2002 
Conversion of debenture 
Private placements (net of share issue costs and 
income tax benefits renounced with respect to 
flow-through shares) 
Exercise of warrants 
Issued for property 

12,647,843 
1,250,000 

 
 

6,260,000 
340,000 

15,194,707 

 5,105,491 
125,000 

 
 

1,128,625 
57,000 

 2,279,206 
Draw down of future income tax liabilities 
resulting from exploration expenditures 
renounced to investors 

 
 

-- 

 
 
            288,600 

Balance – April 30, 2003 35,692,550  $   8,983,922 
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(c) Stock Options 
 

The following is the Company’s pro forma loss with the fair value method applied to 
options granted to directors and employees: 

 
Net loss for the year   
- as reported $  (260,721)
- compensation expense   (268,475)
- pro-forma $  (529,196)

 
Basic and diluted loss per share   
- as reported $  (0.01) 
- pro-forma   (0.02) 

 
The fair value of these options has been estimated at the date of grant using a Black-
Scholes option pricing model with the following assumptions:  risk-free interest rate of 
5.25%, volatility factor of the expected market price of the Company’s common shares 
of 100% and an expected life of the options of five years. 
 
The following table summarizes information on stock options outstanding at April 30, 
2003: 
 

 
Exercise Price 

Number Outstanding 
At April 30, 2003 

Weighted Average 
Remaining Contractual Life 

 $0.20  120,000 0.20 years 
 $0.26  560,000 0.52 years 
 $0.25  1,525,000 4.43 years 
  2,205,000 3.21 years 
 
A summary of the changes in stock options for the years ended April 30, 2003 and 2002 
is presented below: 
 

 Number of 
Shares 

Weighted 
Average 

Exercise Price 
Balance - April 30, 2001 and 2002 680,000 $0.25 
Granted 1,525,000 $0.25 
Balance – April 30, 2003 2,205,000 $0.25 

 
  All stock options were vested at the date of granting.
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(d) The Company completed two private placements during the 2002 year:   
 

(i) 950,000 flow-through units were issued at $0.10 per unit, each unit consisted of 
one flow-through share and one non-transferable share purchase warrant 
exercisable at $0.15 per share to October 2003. 

 

  (ii) 300,000 shares were issued at $0.10 per share. 
 

(e) The Company completed three private placements during the 2003 year: 
 

(i) 3,300,000 units at $0.21per share with a half warrant exercisable at $0.28 per 
share on or before June 27, 2003 or $0.35 per share on or before June 27, 2004. 

 
  (ii) 1,560,000 flow-through shares at $0.25 with a flow-through warrant exercisable 

at $0.30 per share to August 2003. 
 

  (iii) 1,400,000 flow-through shares at $0.25 per share with a flow-through warrant 
exercisable at $0.30 per share to December 30, 2003. 

 
At April 30, 2003, the Company had approximately $107,000 to spend on qualified 
exploration costs pursuant to the flow-through agreements. 
 
The Company completed two property-for-shares agreements during the 2003 year: 
 
(i) 11,569,202 shares and 2,892,202 warrants for a one hundred percent (100%) 

undivided interest in 13 mineral exploration properties comprising 41 claim and 
lease dispositions totalling 8,813 hectares, and partial joint venture interests 
(varying from 37.6% to 81%) in an additional 5 mineral exploration properties 
comprising 7 claim and lease dispositions totalling 9,007 hectares. 

 
 (ii) 3,625,505 shares and 906,376 warrants for a one hundred percent (100%) 

undivided interest in 4 mineral exploration properties comprising 12 claim and 
lease dispositions totalling 14,318 hectares, and partial joint venture interests 
(varying from 12.3% to 55%) in an additional 4 mineral exploration properties 
comprising 4 claim and lease dispositions totalling 6,212 hectares. 
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(f) Warrants outstanding at April 30, 2003 are: 
 

Number Price Expiry Date 
 650,000 $0.15 October 2003 
 1,250,000 $0.15 October 2003 
 1,650,000 $0.28/$0.35 June 2003/2004 
 1,520,000 $0.30 August 2003 
 1,400,000 $0.30 December 2003 
 3,798,579 $0.15/$0.20/$0.30 November 2003/2004/2005 

 
6. RELATED PARTY TRANSACTIONS 

 
During the year the Company incurred charges from directors or companies sharing common 
directors as follows: 

 2003 2002 
Office services 
Exploration and acquisition expenditures 
Professional fees 

$     47,437 
43,000 
83,283 

$     13,500 
35,525 
24,500 

 
Accounts payable include $4,778 (2002 - $11,235) due to related parties. 

 
7. SUBSEQUENT EVENTS 
 

In July 2003 the Company completed a brokered private placement of 4,444,446 flow-
through common shares to raise $1,200,000.  The agent received a cash fee of $96,000 plus 
444,444 broker warrants exercisable at $0.27 per share to July 2004. 

 
In July 2003 the Company completed a non-brokered private placement of 200,000 units at 
$0.27 per unit.  Each unit consists of one common share and one common share purchase 
warrant exercisable at $0.30 per share on or before July 17, 2005. 
 
In June 2003 the Company received regulatory approval for its Jolu Mill arrangement.  The 
Company and CDG Investments Inc. (“CDG”) have agreed to form a private Saskatchewan 
Company, Jolu Development Corporation (“JDC”) to hold the Jolu assets.  CDG will receive 
350,000 shares of JDC for the transfer of the assets.  Golden Band will subscribe for 150,000 
shares of JDC for $150,000 to form the initial financing.  As a result of the transaction, 
Golden Band will hold 30% of the issued shares of JDC, and CDG will hold 70% of the 
issued shares of JDC.  Subject to Exchange approval, Golden Band has the option to acquire 
the 70% of the issued shares of JDC from CDG in consideration for 3.333 shares of Golden 
Band for every share of JDC in the first year of the agreement, or 2.564 shares of Golden 
Band for every share of JDC during the second year of the agreement. 
In addition to the shares, CDG will receive a royalty capped at $400,000 based on $10 per 
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tonne of ore processed through the mill facility.  JDC will also assume all liabilities and 
benefits associated with the assets comprising the Jolu Mill. 

 
8. INCOME TAXES 
 

a) The income taxes shown in the statement of income and deficit differ from the 
amounts obtained by applying statutory rates to the loss before income taxes due to 
the following: 

 
 2003 2002
Loss for the year $  260,721 $  62,514 
Statutory tax rate   39%   43%
Expected income tax provision (recovery)  (101,681)   (26,881) 
Unrecognized tax losses  (159,040)   (35,633) 
Income tax provision $  - $  - 

 
 b) The significant components of the Company’s future tax assets (liability) are as 

follows: 
 

 2003 2002
Net operating losses carried forward 
Accounting value of mineral property interest in excess of 
tax values 
Resource expenditures 

$      782,800 
  

288,600 
1,326,122 

$     768,195

--
452,235

 
Valuation allowance for the future tax assets 

2,397,522 
(2,108,922)  

1,220,430
(1,220,430) 

Future income tax liability 288,600 --
Drawdown of future income tax liability (Note 1(g)) (288,600) --
Future tax asset/liability $                -- $               --

 
The valuation allowance reflects the Company’s estimate that the income tax benefits related 
to the future potential tax deductions are uncertain and cannot be viewed as more likely than 
not.  Accordingly, no future income tax assets have been recognized for accounting 
purposes. 

 
The Company has non-capital losses for income tax purposes of $2,007,181 which may be 
available to reduce taxable income in future years.  The losses expire annually in stages until 
2010. 

 
The Company has resource deductions of approximately $3,400,000 available to offset future 
taxable income.  The tax benefit of these amounts is available for an indefinite period. 




