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Exploration Update

Robust Economics Unveiled in Maiden West Cache PEA
(Currency is C$ unless noted otherwise)
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Impact: Positive
Galleon Gold released a maiden PEA including an updated mineral
resource estimate (MRE) for its 100%-owned West Cache Au project in the
Timmins area of Ontario. The results outline an after-tax NPV5% of
C$240M with indicated resources of ~472koz Au and inferred resources of
~1.1Moz Au. This represents a further 20% upside to the September 2020
MRE (read more). With a realistic time frame to initial production,
manageable initial capex, and plenty of exploration planned over the
next two years, we believe this PEA demonstrates robust economics
and blue-sky potential at West Cache. We have updated our valuation
with a mine model to come up with a revised target for Galleon.
•

Robust project economics unveiled. The after-tax NPV5% at Au
price of US$1,700/oz stood at C$240M with an IRR of 26.7%, and
payback period of 3.3 years (Figure 1). The updated resource was
based on 557 drill holes (~210,000m) including resampled assays of
historic drilling. The combined I&I resource of ~1.56Mt (~472k Au
indicated at 3.63 g/t and ~1.1Moz Au inferred at 2.87 g/t) is ~20% higher
than the September 2021 MRE and about ~45% higher than the 2013
MRE. The PEA envisions a ramp-accessed underground mine and a
toll milling arrangement. Because the project is located in the prolific
Timmins area, there are several existing mills that are expected to
have excess capacity in the coming years. The project would have four
ramp-accessed mines with a total life of 11 years at 2,400 tpd,
producing an average of 85,500 oz Au/year. We highlight that an
alternative scenario that includes an on-site mill also demonstrates
positive economics with pre-tax NPV5% of C$368M.

•

Further resource upgrades and PFS planned. There is still plenty of
upside potential as less than 10% of the property has been explored,
and host rock both north and south of the current mineral resource
remains untested. The company has hinted towards additional infill
and step-out drilling to further upgrade the resource estimates that
could lead to a pre-feasibility study (PFS). The focus would be on deep
drilling the sparsely explored area between Zone #9 and West Deep.

•

Initial production in sight. In early to mid-2023, pending permits,
Galleon plans to commence underground test mining of the highgrade Zone #9. This could lead to initial production for a modest initial
cost, perhaps overlapping with the construction of the larger mining
project. Galleon has management with the right experience, as it is led
by President & CEO David Russell, who has decades of mine building
experience, most notably in the Timmins area with Apollo Gold.
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Company Description
Galleon Gold Corp. engages in the acquisition, exploration,
development, and evaluation of mineral properties in Canada and
the United States. The company is primarily focused on the West
Cache Gold Project that consists of 264 unpatented mining
claims and three patented claims covering ~3,550 ha located
west of Timmins, Ontario; and Galleon also has an interest in the
Neal property with 5 patented mining claims covering ~22.4 ha,
and another 7 unpatented lode claims covering ~52.6 ha located
in Idaho, USA. The company, formerly known as Pure Nickel Inc.,
was incorporated in 1987 and is headquartered in Toronto,
Canada.
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We maintain our BUY rating and raise our target price to C$0.40/sh
price target. Our target is based on a sum-of-parts valuation, including a
mine model for West Cache. Galleon trades at a discount on an EV/oz
AuEq basis (US$20/oz vs. peers at US$41/oz), but we believe Galleon’s top
mining jurisdiction and strong management team should warrant a
premium. Upcoming catalysts: 1) Exploration drilling in multiple areas
(2022), 2) Pre-feasibility study, and 3) Initial test mining at Zone #9 (2023).
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Figure 1: Summary of PEA financial results (All costs in CAD unless mentioned
otherwise)
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Figure 2: Plan view of West Cache underground mine development plan

Source: Company Reports

Figure 3: Cross section of West Cache mine development plan

Source: Company Reports
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Disclosure Requirement
Red Cloud Securities Inc. is registered as an Investment Dealer in all Canadian provinces and
territories, and is a member of the Investment Industry Organization of Canada (IIROC). Part
of Red Cloud Securities Inc.'s business is to connect mining companies with suitable
investors. Red Cloud Securities Inc., its affiliates and their respective officers, directors,
representatives, researchers and members of their families may hold positions in the
companies mentioned in this document and may buy and/or sell their securities.
Additionally, Red Cloud Securities Inc. may have provided in the past, and may provide in
the future, certain advisory or corporate finance services and receive financial and other
incentives from issuers as consideration for the provision of such services.
Red Cloud Securities Inc. has prepared this document for general information purposes only.
This document should not be considered a solicitation to purchase or sell securities or a
recommendation to buy or sell securities. The information provided has been derived from
sources believed to be accurate but cannot be guaranteed. This document does not take
into account the particular investment objectives, financial situations, or needs of individual
recipients and other issues (e.g. prohibitions to investments due to law, jurisdiction issues,
etc.) which may exist for certain persons. Recipients should rely on their own investigations
and take their own professional advice before investment. Red Cloud Securities Inc. will not
treat recipients of this document as clients by virtue of having viewed this document.
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Red Cloud Securities Inc. takes no responsibility for any errors or omissions contained herein,
and accepts no legal responsibility for any errors or omissions contained herein, and accepts
no legal responsibility from any losses resulting from investment decisions based on the
content of this report.
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The analyst has visited the head office of the issuer or has viewed its material
operations.
The issuer paid for or reimbursed the analyst for a portion or all of the travel expense
associated with a visit.
In the last 12 months preceding the date of issuance of the research report or
recommendation, Red Cloud Securities Inc. has performed investment banking
services or has been retained under a service or advisory agreement by the issuer.
In the last 12 months, a partner, director or officer of Red Cloud Securities Inc., or the
analyst involved in the preparation of the research report has received compensation
for investment banking services from the issuer.
The analyst who prepared this research report has a long position, in the issuer’s
securities.
The analyst who prepared this research report has a short position, in the issuer’s
securities.
Red Cloud Securities Inc. and its affiliates collectively beneficially owned 1% or more of
any class of issuer’s equity securities as of the end of the month preceding the date of
issuance of the research report or the end of the second most recent month if the issue
date is less than 10 calendar days after the end of the most recent month.
A partner, director or officer of Red Cloud Securities Inc. serves as a Director or Officer
or Advisory Board Member of the issuer.
A partner, director or officer of Red Cloud Securities Inc. or any analyst involved in the
preparation of a report has, during the 12 preceding months, provided services to the
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execution services.
The analyst who prepared this research report was compensated from revenues
generated solely by the Red Cloud Securities Inc.’s Investment Banking Department.
Red Cloud Securities Inc. is a market maker in the equity of the issuer.
There are material conflicts of interest with Red Cloud Securities Inc. or the analyst who
prepared the report and the issuer.

Recommendation Terminology
Red Cloud Securities Inc. recommendation terminology is as follows:
•
BUY – expected to outperform its peer group
•
HOLD – expected to perform with its peer group
•
SELL – expected to underperform its peer group
•
Tender – clients are advised to tender their shares to a takeover bid
•
Not Rated or NA – currently restricted from publishing, or we do not yet have a rating
•
Under Review – our rating and target are under review pending, prior estimates and
rating should be disregarded.
Companies with BUY, HOLD or SELL recommendations may not have target prices
associated with a recommendation. Recommendations without a target price are more
speculative in nature and may be followed by “(S)” or “(Speculative)” to reflect the higher
degree of risk associated with the company. Additionally, our target prices are set based on
a 12-month investment horizon.
Dissemination
Red Cloud Securities Inc. distributes its research products simultaneously, via email, to its
authorized client base. All research is then available on www.redcloudsecurities.com via
login and password.
Analyst Certification
Any Red Cloud Securities Inc. research analyst named on this report hereby certifies that the
recommendations and/or opinions expressed herein accurately reflect such research
analyst’s personal views about the companies and securities that are the subject of this
report. In addition, no part of any research analyst’s compensation is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by such research
analyst in this report.
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