
THE SOURCE OF INDEPENDENT EQUITY RESEARCH

Data Source: www.BigCharts.com

C$   BVPS EPS
2005 $(0.01) $0.00
2006 $0.03 $0.00
2007E $0.03 $(0.01)
2008E $0.06 $(0.01)

BVPS: Book Value Per Share
EPS:  Earnings Per Share

Independent Equity Research Corp., 130 Adelaide Street W., Suite 2215, Toronto, Ontario, Canada M5H 3P5
www.eresearch.ca

eResearch Analyst Commentary

Analysts 

Bob Weir, B.Sc., B. Comm, CFA

SKYLINE GOLD CORPORATION 
($0.13, SK: TSX-V)

Target Price Reduced

As a result of events, described below, which were beyond the Company’s control, 
we are lowering our 12-month Target Price for Skyline Gold Corporation to $0.35 
per share from $0.55 per share.

Recommendation

The adverse news that was announced just before the market opened on Monday, 
November 26, 2007, resulted in an immediate drop in the Company’s stock of 
17%, from $0.18 to $0.15, on much higher share trading volume than usual. 
The stock fell another 13% to $0.13 the next day, also on elevated volume. The 
shares have since stabilized in the $0.12 - $0.13 range.

The damage is done, and we are not anticipating any further negative news 
from this situation. Nevertheless, we are changing our Recommendation from 
Speculative Buy to Hold. And, as explained below, we would defer new purchases 
at this time until the Preliminary Economic Assessment is complete, and the 
Company’s plans are clarifi ed.

Initiating Report

As background information for this Analyst Commentary, see our 
Initiating Report of September 17, 2007 on Skyline Gold Corporation at 
www.eresearch.ca. 

Recommendation

Changed to Hold

Risk

High

Target Price

Lowered to $0.35

Price (Dec 4)

$0.13

52-Week Range

$0.30-$ 0.12

% Below High

57%

% Above Low

8%

Shares O/S

63.2 million 

Market Cap

$8.2 million

Average Daily Volume 

20-Day:      119,600
150-Day:    85,100

Year-End 

October 31

December 4, 2007
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The Company

Skyline Gold Corporation explores for and develops mineral projects in northwestern British 
Columbia. Its major property is its 100%-owned 187-hectare Bronson Slope gold-silver-copper 
project with a technically-compliant 129.8 million tonne “measured and indicated” resource.

Management Contact

We recently held discussions with Skyline Gold management regarding the impact of the recent 
NovaGold/TeckCominco decision to halt development of their Galore Creek Mine in the Golden 
Triangle of northwestern British Columbia. This decision is unfortunate for Skyline Gold, given 
the agreement in place between NovaGold and Skyline regarding the potential development of the 
Forrest Kerr hydroelectric facility. Skyline Gold was positioned to benefi t from the development 
of this run-of-river facility if/when it proceeds.

COMMENT: With the Galore Creek project on hold, there is increased uncertainty regarding the 
timing of access to electricity for the Bronson Slope project. The Province of British Columbia has 
announced it has put on hold the development of the proposed $400 million northern transmission line 
into the region (this line would have to be completed before Forrest Kerr would be considered).

Next Steps

We expect further clarity on the economic viability and technical feasibility of the Bronson Slope 
project when the Preliminary Economic Assessment is complete in the near future – likely in early 
2008. An updated mineral resource estimate is also expected soon. 

Conclusion

• Skyline Gold has a promising property at Bronson Slope, but we are concerned about the 
Company’s accessibility challenges, its dependence on uncontrollable factors (NovaGold 
+ development of Forrest Kerr) and the lack of diversity in its property portfolio.

• Refl ecting the heightened accessibility challenges, eResearch is lowering its 12 month 
Target Price to $0.35 from $0.55. We will re-evaluate the Target Price following review of 
the Preliminary Economic Assessment.

• Our Recommendation for the stock is changed to Hold.   

• New investors are advised to await these reports before investing, as risks and uncertainties 
associated with the project should become clearer.

Bob Weir, B.Sc., B.Comm., CFA
Director of Research
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ANALYST CERTIFICATION

Each Research Analyst who was involved in the preparation of this Research Report hereby certifies that: 
(1) the views, opinions, and recommendations expressed in this Research Report refl ect accurately the Research 
Analyst’s personal views concerning any and all securities and issuers that are discussed herein and are the subject 
matter of this Research Report; and (2) the fees, earnings, or compensation, in any form, payable to the Research 
Analyst, is not and will not, directly or indirectly, be related to the specifi c views, opinions, and recommendations 
expressed by the Research Analyst in this Research Report.

eResearch analysts on this report:  Nigel Heath, CFA. Nigel Heath has been analyzing companies from both a fi xed 
income and equity perspective for 17 years. His experience extends to both Dominion Bond Rating Service where 
he was a sector lead analyst and a member of the Rating Committee, and at RBC Capital Markets where he served 
in London, England to gain an international perspective. He has held responsibility for analyzing companies in the 
following sectors: industrials, natural resources, energy, autos, and fi nancial services. He graduated from Ryerson 
University with a Bachelor of Business Management (Accounting/Finance).

Bob Weir, B. Comm, B.Sc., CFA. Bob Weir has 40 years of investment research and analytical experience in both 
the equity and fi xed-income sectors, and in the commercial real estate industry. He was at Dominion Bond Rating 
Service (DBRS) from 1994 to 2001, latterly as Executive Vice-President responsible for conducting the day-to-day 
management affairs of the company. He joined eResearch in 2004.
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eResearch Disclosure Statement
eResearch accepts fees from the companies it researches (the “Covered Companies”), and from fi nancial institutions or other third parties. 
The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which otherwise receive little or no 
research coverage. In this manner, eResearch can minimize fees to its subscribers. 

Skyline Gold Corporation paid eResearch a fee of $20,000+GST to conduct research on the Company on an Annual Continual Basis.

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and compliance 
procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research, are accepted only in 
cash or currency and will not accept payment in shares, warrants, convertible securities or options of Covered Companies.   

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA Institute Code 
of Ethics and Standards of  Professional Conduct. eResearch analysts are compensated on a per-report, per-company basis and not on the 
basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the companies they cover for 
eResearch. Analysts are also not allowed to trade in the shares, warrants, convertible securities or options of companies they cover for 
eResearch.

In addition, eResearch, its offi cers and directors, cannot trade in shares, warrants, convertible securities or options of any of the Covered 
Companies. eResearch’s sole business is providing independent equity research to its institutional and retail subscribers. 

eResearch will not conduct investment banking or other fi nancial advisory, consulting or merchant banking services for the Covered 
Companies. eResearch is not a brokerage fi rm and does not trade in securities of any kind.

eResearch makes all reasonable efforts to provide its research, via e-mail, simultaneously to all subscribers. eResearch posts all of its 
research on its own website (www.eresearch.ca), disseminates its research through its extensive electronic distribution network, and provides 
notifi cation of its research through newswire agencies.  

Additional distribution of our research may be done through agreements with newswire agencies.  
                 

eResearch Recommendation System
Strong Buy: Expected total return within the next 12 months is at least 40%. 

Buy: Expected total return within the next 12 months is between 10% and 40%.

Speculative Buy: Expected total return within the next 12 months is substantial, but Risk is High  (see below).

Hold: Expected total return within the next 12 months is between 0% and 10%.

Sell: Expected total return within the next 12 months is negative.

eResearch Risk Rating System 
A company may have some, but not necessarily all, of the following characteristics of a specifi c risk rating to qualify for that rating:

High Risk: Financial - Little or no revenue and earnings, limited fi nancial history, weak balance sheet, negative free cash fl ows, 
poor working capital solvency, no dividends.

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 
structure, industry consolidating, business model/technology unproven or out-of-date.

Medium Risk: Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive free 
cash fl ow, adequate working capital solvency, may or may not pay a dividend.

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 
established and consistent with current state of industry

Low Risk: Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong positive 
free cash fl ows, above average working capital solvency, company may pay (and stock may yield) substantial dividends 
or company may actively buy back stock.

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, company 
may have a leading market/technology position.


