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Current Price
Fair Value
Rating*

Risk*

52 Week Range
Shares O/S
Market Cap
Current Yield
P/E (forward)
P/B

YoY Return
YoY TSXV

Cs$1.14

C$1.60

BUY

5 (High Spec)

C$0.95 - C$1.44

16,440,711

C$18.74 million

N/A

N/A

0.92

1.79%

-15.8%

*see back of report for rating and risk definitions

Investment Highlights

e Braorne has brought together three large past producing gold
mines in British Columbia’s Bridge River Valley into one large
land package. This region produced in excess of 4 million
ounces of gold with an average grade of 17.95 g/t (0.53 oz/ton)
from 1922-1972.

e The company invested $2.5 million in 2003-2004 to build a 125
tpd mill and associated infrastructure.

e Braorne consulted with an independent engineering firm to
determine an economically viable mining program that could be
established with a resource of 500,000 tons grading 12 g/t at a
gold price of US$400/0z CDN.
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e We believe the company can delineate this much tonnage in the
BK Zone. The company is drifting and sampling this new
discovery to determine a NI 43-101 compliant resource estimate
suitable for reopening the mine.

e The current NI 43-101 resource estimate is 14,000 tonnes
grading 12 g/t gold measured and 125,300 tonnes grading 14 g/t
gold inferred. The property has several historic resource

50000 estimates.
0 - 000 e We have maintained our BUY rating and valuation on the
13-Jun-07 11:-Sep-07 10-Dec-07 09-Mar- 07-Jun-08 company.
Key Financial Data (FYE - January 31)
(C9% 2006 2007 2008
Cash 5,216,508 2,770,181 1,560,321
Working Capital 4,919,111 2,512,193 1,387,175
Mineral Assets & PPE 14,718,752 16,709,529 18,982,605
Total Assets 20,255,169 19,898,394 20,803,131
Net Income (1,921,938) 401,161 (658,756)
EPS (0.25) 0.03 (0.05)

Bralorne Gold Mines has assembled the largest past producing gold mines in Western Canada into one land package.
They are focusing their efforts on delineating resources in under explored regions of the property, and putting the mine
back into production.
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Company
Overview

Bralorne-
Pioneer Gold
Property

Bralorne Gold Mines, formerly Bralorne-Pioneer Gold Mines, has built a large continuous
land package including all three of the maor historic mines of the Bridge River Valley in
British Columbia. This region is considered the largest mining camp in Western Canada.
Over 4 million ounces were mined from the Bridge River mining camp, at an average grade
of 0.53 ounces/ton. Many of the major ore structures on the property have been exploited,
but one of the company’s strongest benefits is that there are portions of land between historic
mines that were never explored because they were not owned by any operational mining
company. The company has made a new discovery, the BK Zone, in the unexplored gap
between the former Bralorne and King Mines. An underground development program is
underway and we believe the results to date suggest the potential for enough resources to
reopen the mill.

=
T

Source: Bralorne Gold Mines

Property Overview: The 100% owned property combines the historic Bralorne, Pioneer,
and King Mines. According to experts in quartz gold vein deposits, this property is
considered aworld-class deposit, asit has produced 130 tonnes of gold.

Mining Infrastructure: In 2004, the company completed construction of their small 100 tpd
gravity/flotation processing plant, as they believed they had delineated a resource to
recommence mining the property. Thus, the property is very well served for mining
infrastructure, as the company invested $2.5 million in the construction of the processing
plant, 5 year capacity tailings pond, laboratory, warehouse, shops, offices, and a 45 person
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2007 BK Zone
Discovery

camp to board employees onsite. According to management, they plan to use track mining.
All of these facilities are severa years old and are operational with minimal start-up costs.
Because they were in production, surface and underground mining equipment owned by the
company is gtill available.

Mining and Milling Plan: The plan for future operations at the Bralorne Gold Mine is
summarized in Beacon Hill’s engineering report dated September 2005. This report
considered the economics of the entire project and established the best operating situation for
the mill. Beacon Hill established a target resource of 500,000 tonnes grading at least 12 g/t
gold to sustain mill operations for at least five years at an operating rate of 280 tonnes/day.
The estimated operating cost is approximately $100/ton. The 12 g/t cut-off grade was
established based on a gold price of US$400/0z, an appropriate price for 2005. Delineating
500,000 tonnes would allow continued exploration and development to further define
resources and increase the mine life. This cut-off grade and operating rate were determined
based on the minimum to sustain operations and be economically viable.

Geology and Mineralization: The narrow vein structure of this type of gold deposit, while
often very high-grade, can pose difficulties for exploration and production. It is difficult to
obtain an accurate representation of the grade from drilling, due to the nuggetized nature of
the gold mineralization and the pinching and swelling of the vein structures. Diamond
drilling is usualy only sufficient to establish resources in the inferred category. To establish
measured and indicated resources, drifting and development sampling is required to provide
aclosely spaced understanding of the grade and thickness of mineralization.

BK Zone Discovery: In 2007, the company focused on drilling under explored areas of the
property with little or no historic production, as they believed these had the greatest potential
for a mineable resource. The priority for this program was the so-called Gap Zone, or the
King-Bralorne Block, where two bonanza grade intersections in SB-06-109B hole were
drilled in the King-Bralorne Gap Zone. The drill rig was located at the end of the 800 Level
King Mine drift to drill into a new discovery between the Bralorne and King Mines. The
2007 underground drilling program totaled 42 holes targeting the BK Zone discovered in
hole SB-06-109B. Highlights from the 2007 drilling program are presented in the image
below. These drilling results delineated a horizontal length of 900 feet and a vertical extent
of 650 feet, with widths ranging from 2-16 feet. They are presented in visua format,
showecasing the gold grades in ounces/ton.
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Underground dirill station,
end of King Drift
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Source: Bralorne Gold Mines Ltd.

Current Status: The successful underground drilling program that identified the BK Zone
led the company to focus on advancing this deposit towards a NI 43-101 compliant resource
estimate and ultimately production. A second report by Beacon Hill suggested a cross-cut be
cut into the BK Zone to commence drifting, sampling, and drilling for a NI 43-101
compliant resource. Permitting for a cross-cut program into the BK Zone was granted in
January 2008 and cross cutting commenced immediately. The cross-cut reached the BK
Zone in March and commenced a 500 meter drifting program aong the BK Zone in the same
month. Results from the first 640 feet of the drifting program have encountered 134 feet of
high-grade gold vein mineralization with a weighted average grade of 0.842 oz/ton (28 g/t
gold) and another 81 feet of high-grade gold vein mineralization with a weighted average
0.54 oz/ton (17 g/t gold) separated by low grade and/or stockwork mineralization. The high
grade sections’ weighted average grade was calculated based on a minimum mining width of
4 feet (approximately 1 meter). The results have generally confirmed the interpretations
from drilling and we believe they are very positive.

Bralorne announced that two sections of ore grade material, viable for mining blocks, have
been intersected within the 640 feet of drifting completed to date along the structure known
as the BK zone. This 640 feet represents approximately 1/3 of the distance (See news
release: Jan 7, 2008) of the current program.
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Underground deil station,
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Source: Bralorne Gold Mines Ltd.
Resource Resour ce Estimates: Many resource estimates have been made that are not compliant with
Estimates NI 43-101. The resource estimate cited below, as calculated by Beacon Hill, replaces a NI

43-101 compliant resource estimate of 21,154 tonnes measured and indicated, and 412,702
tonnes inferred at an average grade of 10 g/t released in April 2005. The resource cited
below was that determined to be economically mineable based on Beacon Hill’s scoping
study, while the previous resource estimate was a geologic resource without considering
mining operations. The company is drilling to define a larger NI 43-101 resource, based on
the Beacon Hill technical report that recommends delineating a resource of 500,000 tonnes
measured and indicated grading 12 g/t for a viable mining operation with a5 year mine life.
The current resource is quite small, but with current economic conditions, including the price
of gold, it could likely be upgraded.

NI 43-101 Compliant Resource, released September 2005

Zone, Category Tonnes Grade (g/t gold) Qunces
51BFW Vein

M easur ed 14,000 12 5,419

Inferred 20,578 31.74 20,999
51B FW Vein

Inferred 53,142 11.01 18,811
51 FW

Inferred 7,165 19.95 4,595
King

Inferred 4,420 9.35 126
Taylor

Inferred 40,000 8.57 11,188
Total Measured 14,000 12 5,419
Total Inferred 125,300 14.09 56,950
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As previously discussed, resource definition has historically been difficult for this type of
deposit. Many successful gold mines of this type operated for decades with one to two years
of ore reserves delineated at any time. We believe it isimportant for investors to understand
thisfact, and therisk it entails.

Potential: The company is aggressively targeting the BK Zone to add to their NI 43-101
compliant resource estimate. We believe, based on our preliminary calculations, that the
company has delineated at |east 500,000 tonnes of material in the BK Zone. However, they
need to determine that the grades are consistent through the vertical profile. The company is
proceeding with the devel opment of the BK Zone and are aiming for production in Q1-20009.

Outlook for Supply and Demand: The chart below shows supply and demand data from the World Gold
Gold Council and GFMS Ltd. Global demand for gold increased by 4% YOY in 2007 (3.40
million tonnes to 3.55 million tonnes), as supply dropped by 3% YOY (3.58 million tonnes
to 3.47 million tonnes). The increase in demand, and drop in supply, led the gold market to
move from a supply surplus of 182 tonnes in 2006, to a supply deficit of 79 tonnesin 2007.
8 ol
2007 w=s
2005 2006 2007 20006
sSupply
Bdine production 2550 2481 2447 -9
Met producer hedging -86 -273 —-400
Total mine supply 2,454 2,108 2,097 -3
Dfficial seclor salex {=1=pe4 =T <85 I
C¥ld godd scrap 586 1.107 837 -15
Total Supply 4,012 3.582 3,459 -3
Demand
Fab-rication
Jewellsry 2. 707 2. 7R3 2, 425 &
Industrial & demtal 431 458 455 2
Sub-totzl above fabrication 3,138 2740 =, 8397 5
Bar & coin retail investment 412 421 A1 5
Zrther retail inwe stment -26 -23 -58 -
ETF= & similar 208 280 251 -
Total Demand 3. 731 IZ.400 3,547 E
“Imferred investnemnt™ 280 132 72
Londan PM fis { USEfo=) 444 45 80277 E0E.30 15
Source: World Gold Council and GFMS Ltd.
The chart below shows gold prices since January 2006. Gold is currently trading at about
US$893/0z.
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Gold Price
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Although gold prices have risen considerably in the second half of 2007, and early 2008, and
have achieved record highs, we have maintained our positive outlook on gold. We believe
global demand growth will exceed supply growth in 2008 due to the following macro
economic conditions.

a) The US$ is expected to continue to depreciate with respect to other global currencies,
based on an expected slow down in the U.S. economy, relatively lower real interest ratesin
the U.S., and persisting inflationary expectations.

The International Monetary Fund (IMF) expects U.S. GDP to grow at 1.5% in 2008 versus
2.2% in 2007, and the Federal Reserve predicts unemployment rates to increase YOY from
4.6% to 5.2% in 2008. The U.S. Fed cut interest rates from 5.25% to 2.25% in their last
seven meetings. These rate cuts imply that there is a possibility that real interest rates in the
U.S. could become negative, which is very unfavorable for the US$. The rate cuts in turn,
we believe, will add to inflationary pressures and simultaneously depreciate the value of the
USS. The Fed raised their forecasts for inflation in 2008, up from 1.8 — 2.1%to 2.1 — 2.4%.

b) High Oil Prices. We have also noticed a positive correlation between gold and oil prices
in times of high oil prices. High oil prices create inflationary expectations among investors
and lead them to drift towards gold. The chart below shows oil and gold prices since 1986.
We noticed that the positive correlation between monthly log changes in oil and gold prices
increased during January 2006 — January 2008, when oil prices were high, from the historic
correlation (1986 — 2006) of 0.18 to 0.53, which is a significant jump.
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QOil Vs Gold Prices
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Qil is currently trading close to US$123/bbl, and prices are expected to stay above $80/bbl
through at least 2010, which we believe will aso have a positive effect on the demand for
gold.

¢) Investment demand continues to stay strong: As of June 9, 2008, the tota ETG
(exchange traded gold) assets held by the New York Stock Exchange (NYSE) and the
London Stock Exchange (LSE) were up 27% YOY. We believe continued strength in
investment demand reflects the fact that gold continues to hold its status as a ‘capital
preservation asset’.

Therefore, based on a depreciating U.S dollar, high oil prices and strong investment demand,
we continue to be bullish on gold prices. The average consensus forecasts for gold prices are
US$940/0z in 2008, and US$915/0z in 2009.

Operations and Liquidity: At the end of January 2008, the company had $1.56 million and

Financials
$1.39 million in cash and working capital, respectively. We estimate the company had a burn
rate of $0.23 million per month in FY2008. The table below shows the company’s cash
position and liquidity ratios.
(C$) 2006 2007 2008
Working Capital 4,919,111 2,512,193 1,387,175
Current Ratio 13.8 6.7 55
LT Debts/ Assets - - -
Burn Rate (incl exploration costs) (475,064) (232,095) (228,159)
Cash from financing activities 9,430,530 2,400 1,530,547
Recent Financing: Subsequent to FY 2008, the company raised about $1.05 million through
the following financings (based on all disclosed financings).
e The company closed a private placement by issuing 0.30 million units at a price of $1.30
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per unit to raise net proceeds of $0.39 million (no share issuance costs).

e The company closed a private placement by issuing 0.51 million units at a price of $1.15
per unit to raise net proceeds of $0.56 million (net of share issuance costs of $0.03
million).

e 0.10 million warrants were exercised for proceeds of $0.10 million.

Stock Options and Warrants: At the end of January 2008, the company had 1.18 million
stock options outstanding with a weighted average exercise price of $1.16, and a weighted
average remaining contractual life of 3.19 years. The company also had 6.89 million
warrants outstanding, with exercise prices ranging between $1.00 and $3.25, and expiry
dates between February 2008 and April 2010 (4.66 million warrants are currently in the

money).

Subsequent to FY 2008, the company extended the February 2008 warrants (0.51 million) to
February 2009, and decreased their exercise price from $3.25 to $2.60.

Conclusion: As at January 31, 2008, the company had $1.56 million in cash. Based on our
discussion with management, it was indicated that the company currently had a cash position
of $3.25 million at the beginning of June 2008 (versus our estimate of $2.45 million).
Therefore, we believe, more in-the-money warrants were exercised in addition to the ones
disclosed by the company in the financing section above. Management also indicated that
the company has a budget of $3 million in capital expenditures for the next 12 months. We
estimate the company will have to raise $0.47 million to fund its exploration and
development activities and working capital in the next 12 months.

Valuation We continue to value the company based on our discounted cash flow (DCF) and redl
options valuation models. Our revised valuation of the company is $1.59/share, compared
with $1.60/share in our previous report.

Valuation Summary
DCF $1.77
Real Options $1.42
Average $1.59
We made the following noteworthy changes in our valuation models.
e Revised Commodity Price — We have increased our gold price forecast from
US$805/0z to US$915/0z in 2009, and decreased our price forecast from US$790/0z
to US$774/0z in 2010.
e Revised Exchange Rate — We have raised our C$/US$ exchange forecasts to 1.06 in
2009 and 1.11 in 2010, compared to 1.05 in 2009 and 1.10 in 2010.
The company’s shares outstanding increased significantly as a result of the recent financings.
Our revised estimate of the number of diluted sharesis 17 million versus 13.6 million in our
previous report (based on the treasury stock method).
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Conclusions &
Rating

Risks

Sengitivity Analysis: Our valuation on the company is highly sensitive to our long-term
gold price forecasts. Our models currently use a long-term gold price forecast of US$600/0z.
The table below shows that our valuation of the company ranges between $0.61/share to
$3.89/share as we increase gold prices from US$400/0z. to US$1,000/0z.

Sensitivity Analysis
Gold price (US$/02) Value per share
400 $0.61
500 $1.04
600 $1.59
700 $2.16
800 $2.73
900 $3.31
1000 $3.89

We believe Braorne has made good progress in delineating the BK Zone and we are pleased
with the results to date. The company is currently working to establish a NI 43-101
compliant resource and proceed with development. The budget for going back into
production is minimal and the timeline is short.

Based on our valuation models and review of the company’s progress since our
previous report, we maintain our BUY rating on the company and valuation at $1.60
per share. Our fair value estimate reflects an upside potential of 40% from current price
levels.

The following risks, though not exhaustive, will cause our estimates to differ from actual
results:

e The company is exposed to all the risks associated with mineral exploration.
Bralorne does not have any operating mines, and hence, does not generate any
revenues or positive cash flows. However, this risk is minimized by the mining
infrastructure and the ability to go into production relatively quickly.

e The success of drilling, expansion and determination of favorable resource estimates
are important long-term success factors for the company.

e Bralorne’s success is dependent on the management and development of its
exploration projects.

e Thevaue of the company depends heavily on commodity prices.

We consider Bralorne Gold Mines a high-risk investment opportunity as the company is still
in its exploration stage and has not yet achieved commercial production. At this stage, we
therefore rate the sharesa RISK of 5 (Highly Speculative).
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Source: Bralorne Gold Mines
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Fundamental Resear ch Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operatesin aregulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Aver age Risk) - The company operatesin an industry where the fundamentals and outlook are positive. The industry and company arerelatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash
flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. Theindustry may becyclical. Profits and cash flow are sensitive
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and
coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding.
These stocks are considered highly speculative.

Disclaimersand Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual resultswill likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees of less than $30,000 have been paid by BPM to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes
steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional
Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release of
liability for negative reports are protected contractually. To further ensure independence, BPM has agreed to a minimum coverage term including an initial report and
three updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on
this report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is ranked by Investars.
Full rankings and are available at www.investars.com.

The distribution of FRC’s ratings are as follows: BUY (80%), HOLD (7%), SELL (4%), SUSPEND (9%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services;
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making
these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or
changes after the date of thisreport. A report initiating coverage will most often be updated quarterly while areport issuing a rating may have no further or less frequent
updates because the subject company is likely to bein earlier stages where nothing material may occur quarter to quarter.

Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN
YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a
complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available
upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit,
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.

Fundamental Research Corp is registered with the British Columbia Securities Commission as a Securities Adviser which is not in any way an endorsement from the
BCSC. Theinformation contained in this report isintended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person
or entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.
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