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Recent Price: US$0.89  

Market Data (closing prices, October 12, 2010) 
Market Capitalization (mln)(15.2M shrs) 13.5 
Enterprise Value (mln) 13.5 
Fully Diluted Shares (000s) 16,390 
Avg. Volume (90 day, approx.) 7,425 
Institutional Ownership (approx.) 0% 
Insider Ownership 53% 
Exchange OTC:BB 
  

Balance Sheet Data (as of June 30, 2010) 
Shareholders’ Equity (mln) (298) 
Price/Book Value N/A 
Cash (000s) 5 
Net Working Capital (000s) (940) 
Long-Term Debt (000s)  0 
Total Debt to Equity Capital N/A 

Company Overview 
LKA International is a U.S. based gold mining 
company.  Its principal property, the Golden 
Wonder Mine in Colorado, has historically 
been one of the richest producing gold 
deposits in the Unites States.  During the  
1998 - 2006 period, Golden Wonder produced 
133,701 ounces of gold, the last 80% of which 
was at an average grade of 16.01 ounces per 
ton.  LKA is currently exploring what it 
believes to be a pervasive extension of this 
same vein system, with very encouraging 
exploration results.  LKA International trades 
on the over-the-counter bulletin board under 
the symbol LKAI. 

Company Contact Information 
Kye Abraham, President 
3724 47th St Ct. N.W. 
Gig Harbor, WA 98335 
Phone: (253) 851-7486 
Email: info@lkaintl.com 
Website: www.lkaintl.com 

 

Summary and Investment Opportunity 
• Gold Prices Are at Historic Highs (Nearly US$1,300/oz) and Trending Higher 
At the time this report was written the spot gold is at a record high of $1,300/oz, delegates at the 
London Bullion Market Association annual meeting are forecasting an average price of $1,406 an 
ounce for this time next year and Barrick Gold, the world's number one miner of the precious 
metal, recently said that gold prices could "easily" rise above $1,500 an ounce within the next 
year. Catalysts that could support, if not propel the price of gold higher include: global economic 
uncertainty, the monetization of budget deficits by the U.S. and Europe as well as strong personal 
income growth in Asia.  We believe that an investment in LKA provides investors with one way 
to play these cyclical trends.  Additionally, we note that LKA has historically had very low 
production costs per ounce vs. the industry norms and is potentially sitting on a major high-grade 
vein system. 
• LKA’s Golden Wonder Mine Contains one of North America’s Richest Deposits 
Over the period of 1998 – 2007, LKA’s Golden Wonder mine produced a total 133,701 ounces of 
gold, with the last 80% of that production at an average ore grade of 16oz/ton.  Evidence suggests 
that the structure that produced this gold continues between levels 4-7 in the current workings 
area of the mine and possibly to a much greater lateral length on-strike and at depth.  
Furthermore, there is evidence that the mine’s entire production to date has come from just one of 
several parallel vein structures and that as much as 500,000 ounces or more could exist within 
100-1,000 feet of current workings.  We note that the entire 133,701 ounces of gold came from an 
excavated/mined area of just over 10,000 square feet. 
• LKA’s Exploration Program is Self-Funding Due to Current Gold Production 
LKA has begun to explore extensions of the previously mined vein system between levels 5 & 6 
and 6 & 7; this exploration program has already yielded more than 1,000 ounces of gold – 
yielding over 215 ounces in August of 2010 alone, with average grades of just over 2 oz/ton.  
Self-funding exploration in the mining industry is almost unheard of and we are impressed with 
the Company’s ability to conduct exploration activities and maintain a breakeven level given most 
exploration activities in the industry typically run cash flow negative.  Additionally, geological 
evidence suggests that ore grades in the two exploration zones could potentially double, 
translating into an immediate operating profit. Even with current operations the Company 
believes it is highly probable it will be successful in identifying and developing additional vein 
structures similar to the one that produced 133K oz at grades of 16 oz/ton, albeit over a longer 
period of time. However, $2-$3 million of additional funding would enable the Company to 
accelerate its exploration and development program. This funding may come from internally 
generated funds, external financing, or a combination of both. 
• With Adequate Funding & Time LKA Should Become a Sizeable Gold Producer Again 
Based on the work and observations of multiple geologists in the Golden Wonder mine area, we 
believe that the mine geology likely contains additional vein structures similar to the primary 
structure mined during the Company’s 1998-2006 operations.  This belief has been confirmed by 
some exceptionally high assays derived from the current exploratory work, drilling and by surface 
and underground structure geology.  Assuming this is the case, LKA shares are almost certainly 
worth many multiples of their current price.  Since downside risk is moderated by the fact that 
even the current “exploration” program is producing at breakeven levels, we believe that LKA 
shares offer investors relatively low risk and yet have extremely high upside potential.  Therefore 
we rate the shares of LKAI a Strong Buy with a $4.25 price target, representing 400%+ 
upside potential over the next year or two. 



LKA International (LKAI – OTC:BB) October 15, 2010 
 

Copyright © Harbinger Research, LLC  2010 Page 2 of 16 

 

Investment Thesis - Summary 
 
LKA International’s Golden Wonder mine is a unique, high-value property.  During the last decade (1998-2006) 
the mine produced approximately 133,000 ounces of gold at an average grade of ~16 oz/ton, which is amongst 
the highest ore grades we have ever seen. Until their contract expired in 2007, the mine’s previous operator, AU 
Mining, successfully worked a single primary vein structure that produced the mine’s entire 133,000 ounces of 
gold production, on which LKA, as the mine owner, received a 10% net smelter royalty.   
 
The character of the Golden Wonder vein, including its structure, texture, and mineralogy, varies dramatically 
both laterally and vertically.  The vein structure and the characteristics of the vein mineralization at the Golden 
Wonder mine is very different from nearly all the other famous gold producing mines in the San Juan Mountains 
of Colorado. Instead of being of the classic fracture-filling type, in which a well-defined linear fracture, or set of 
open fractures, has been filled with ore minerals and gangue, the vein structure at the Golden Wonder mine 
usually does not follow a well-defined fracture, but in detail is often quite sinuous, enlarging and contracting 
along its course.  
 
During exploration/development work at the mine, it is routine for the vein(s) to pinch significantly, or die out 
altogether, only to find a parallel echelon vein of merit located a relatively short distance away. The veins 
comprising this vein structure often vary in strike and dip. The vein structure typically ranges from only a 
fraction of an inch thick to several feet across, but may enlarge significantly within ore shoots, producing a yield 
that has varied from trace amounts to over a hundred ounces of gold per ton.  Moreover, there is no evidence to 
date that the vein structure presently being developed is the only, or the main, vein structure of the Golden 
Wonder deposit.  In fact, geologists familiar with the mine have established that the present vein is actually a 
vein structure consisting of en echelon veins. 
 
Given the Golden Wonder’s rich production history we believe detailed studies should be made of the mine’s 
ore body in order to determine the extent of its continuance with depth, as well as determining if other similar 
economically mineralized vein structures are peripheral to the presently known Golden Wonder vein.  Several 
well-respected geologists have suggested that the previous production may have been derived from just one of 
possibly several parallel (en echelon) vein structures.  We have reviewed the geological reports in detail, and 
agree that this assessment is most likely correct.   
 
Assuming these assessments are, in fact, correct, the entire telluride-type vein deposit could potentially contain 
500,000 or more additional ounces of gold.  At current prices of roughly US$1,300 per ounce, and given the 

Mine’s historically low 
production cost, the economics 
of exploring for and removing 
this potential reserve are very 
compelling.  In fact, from 2004 
through 2006, the Golden 
Wonder mine’s production cost 
per ounce Au averaged a mere 
$59/oz.  As LKA’s exploration 
activities locate one or more 
additional veins of high grade, 
we forecast that the Company 
will be able to lower its 
production cost per ounce to 
approximately $92 per ounce as 
mined tonnage increases.  
Although higher than historical 
norms, we view our 
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assumptions as being conservative given the current cost structure environment.  As such, we view the economic 
potential of the Golden Wonder mine as highly compelling given the current price level of gold. 
 
The Company plans to complete an equity raise of some $2-$3 million this year, which will fund the entire 
exploration and mine expansion program recommended in July 2006 by Cambior, Inc. (acquired by IAMGOLD 
Corp. in Nov. 2006).  This exploration program could lead to identification of significant new high-grade ore 

within a matter of months.  If LKA 
receives funding by year-end and 
commences the Cambior expansion 
program, we believe that 
commercial production could 
reasonably begin sometime in 
2011.  Additionally, since the 
target structures are so close to the 
current working, we do not believe 
reaching them will be cost 
prohibitive.  In fact, the Company 
has a long history of being a low 
cost producing mine, and was able 
to extract and deliver ore to the 
smelter/processor at an average 
cost below $50 per ounce over the 
period 2002 to 2008. 

Source: Kitco, 9-27-10 pre-opening 
 
The Company is currently proceeding with this exploration based on evidence that previously-mined structures 
continue deeper (vertically and laterally) into the mountain.  The challenge that LKA experiences in the Golden 
Wonder mine is related to the vein structure itself.  The veins pinch to very narrow dimensions and then re-
expand to minable widths with regularity but unpredictably, and at times they are discontinuous – which is not 
atypical of Telluride-type deposits.  Since the veins can be relatively narrow within highly altered zones of 
rhyolite host rock, traditional drilling is often ineffective in establishing mineable reserves.  Consistent with its 
long history and experience with this property, LKA has determined that a “mining” method of exploration has 
proven to be the most effective alternative.  During the past eighteen months this exploration program has 
yielded approximately 1,000 ounces of gold at an average grade of just over 2 oz/ton.  Recent work, supported 
by extensive sampling/assaying has suggested that the exploration effort is beginning to reach richer ore bodies 
and that average ore grades may soon expand into the 4-6 oz/ton range and possibly much higher.  While well 
below the mine’s recent history of average ore grades of 16oz/ton ore, the exploration program is “breaking 
even” on current production and could begin to generate significant profits from the ore body if it does indeed 
encounter higher grades at depth, as both geological evidence and history suggests it will.  Moreover, the 
Company has a similar target zone between levels 5 and 6 that it may soon be able to develop into a producing 
area as well.   
 
The table on the next page shows the Golden Wonder mine’s historical production volumes.  Investors should 
note that the production volume (as measured by the number of dry-weight tons mined) at the Golden Wonder 
mine has historically been highly variable.  From conversations with management, we firmly believe this 
variation in production volume was primarily attributable to fluctuations in the mining schedule and, to a greater 
extent, due to improper incentives for timely delivery of ore by prior Operators (i.e. AU Mining), and not due to 
the inability of the Operator to locate mineable resources.  
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Delivery/ 
Settlement 

Date Purchaser - Processor 

Ship
per 

Lot # 
Dry Wgt.- 

Tons  Type  

Settlement 
Assay AU oz / 

ton 
 Total ozs Au 

Delivered  
 Payable 
ozs. Au   

 Settlement 
Price Per Oz.   Net Smelter Receipts  

           
    1998 - 2001                   
 2/23/98 ASARCO 562 21.90   Ore  27.157  594.69   564.60  $282.74  $154,667.60  
 2/23/98 ASARCO 563 21.38   Ore  27.187  581.31   551.90  $282.74  $156,217.05  
 5/31/98 ASARCO 271 19.48   Ore  21.85  425.53   404.00  $289.94  $113,981.29  
 6/30/98 ASARCO 292 19.96   Ore  5.756  114.60   108.80  $289.94  $27,805.95  
 5/31/98 ASARCO 336 20.79   Ore  11.436  237.52   225.50  $289.94  $61,208.20  
 9/21/98 ASARCO 790 66.90   Ore  11.798  788.39   748.50  $286.87  $202,873.39  
 9/22/98 ASARCO 808 45.97   Ore  23.095  1,061.41   1,007.70  $286.87  $273,126.94  
 9/23/98 ASARCO 839 66.89   Ore  9.745  650.94   618.00  $286.87  $167,502.68  
 12/17/98 ASARCO 1289 88.30   Ore  13.96  1,231.62   1,169.30  $289.93  $318,737.70  
 12/17/98 ASARCO 1268 91.06   Ore  16.884  1,536.65   1,458.90  $289.93  $402,543.31  
 12/18/98 ASARCO 1237 88.35   Ore  17.992  1,588.79   1,508.40  $289.93  $417,031.58  
 4/30/99 ASARCO 082 155.41   Ore  7.072  1,096.69   1,041.20  $281.33  $258,399.29  
 7/30/99 ASARCO 737 93.31   Ore  11.589  1,080.26   1,025.60  $255.31  $245,436.00  
 8/31/99 ASARCO 753 90.94   Ore  16.097  1,463.03   1,389.00  $255.31  $336,552.00  
 8/31/99 ASARCO 663 89.41   Ore  15.783  1,410.15   1,338.80  $255.31  $321,955.00  
 4/3/00 ASARCO 054 126.76   Ore  14.008  1,774.28   1,684.50  $293.67  $466,146.37  
 4/24/00 ASARCO 048 84.16   Ore  16.058  1,350.64   1,282.30  $293.67  $356,980.90  
 4/24/00 ASARCO 075 88.83   Ore  15.251  1,353.91   1,285.40  $293.67  $356,434.80  
 5/31/00 ASARCO 352 89.45   Ore  17.265  1,543.61   1,465.50  $273.69  $380,612.00  
 6/30/00 ASARCO 372 88.90   Ore  13.869  1,232.04   1,169.70  $273.69  $299,514.00  
 5/31/00 ASARCO 375 89.14   Ore  14.27  1,271.43   1,207.10  $273.69  $309,283.00  
 10/31/00 ASARCO 828 111.45   Ore  10.556  1,174.95   1,115.50  $268.47  $404,923.91  
 10/1/00 ASARCO 903 114.38   Ore  1.77  201.07   190.90  $268.47  $69,296.26  
 10/31/00 ASARCO 912 112.88   Ore   7.232  814.62   773.40  $268.47  $280,742.41  
 9/6/01 Cominco 1 16.24   Ore  4.049  65.76   59.18  $272.39  $13,659.00  
 1/11/02 Barrick-Goldstrike 1-01 311.28   Ore  13.417  4,176.40   3,758.80  $274.10  $952,469.97  
Total        2,213.53    13.020  28,820.31   27,152.48    $7,348,100.59 
           
2002                     

Q1 4/15/02 Barrick -Goldstrike 1-02 358.00   Ore  15.327  5,493.00   4,944.00  $301.00 $1,398,541.13 
Q2 7/27/02 Barrick -Goldstrike 2-02 413.20   Ore  18.344  7,579.60   6,821.70  $311.70 $2,023,011.95 
Q3 10/31/02 Barrick -Goldstrike 3-02 462.80   Ore  11.218  5,191.10   4,672.00  $321.75 $1,347,814.00 
Q4 1/24/03 Barrick -Goldstrike 4-02 362.30   Ore  17.45  6,322.79   5,690.51  $349.75 $1,865,650.49 

Total        1,596.30    15.402  24,586.49   22,128.21  $321.22 $6,635,017.57 
           
2003                     

Q1 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. 
Q2 4/1/03 Barrick -Goldstrike 1-03 379.90   Ore  19.448  7,387.53   6,648.78  $319.90 $1,998,385.00 
Q3 7/1/03 Barrick -Goldstrike 2-03 433.30   Ore  18.524  8,026.68   7,224.01  $347.20 $2,362,201.00 
Q4 11/21/03 Barrick -Goldstrike 3-03 495.10   Ore  19.089  9,450.16   8,505.14  $378.95 $3,058,694.00 

Total       1,308.30    19.005 24,864.37  22,377.93  $351.16 $7,419,280.00 
    439.90        
2004                     

Q1 2/1/03 Barrick -Goldstrike 1-04 243.30   Ore  4.368  1,062.65   956.39  $404.88 $325,848.60 
 4/4/04 Barrick -Goldstrike 2-04 196.60   Ore  8.644  1,699.58   1,529.62  $403.26 $538,657.04 

Q2 6/13/04 Barrick -Goldstrike 3-04 256.30   Ore  9.961  2,552.84   2,297.56  $392.37 $814,730.60 
Q3 9/15/04 Barrick -Goldstrike 4-04 282.60   Ore  14.63  4,134.51   3,721.07  $405.25 $1,412,152.00 
Q4 11/17/04 Barrick -Goldstrike 5-04 280.90   Ore  17.339  4,870.53   4,383.47  $439.38 $1,827,445.00 

Total       1,259.70    11.368 14,320.11  12,888.11    $4,918,833.24 
           
2005                     

Q1 2/23/05 Barrick -Goldstrike 1-05 280.00   Ore  20.525  5,746.99   5,172.30  $423.35 $2,091,202.00 
Q2 6/15/05 Barrick -Goldstrike 2-05 336.90   Ore  19.696  6,635.63   5,972.07  $421.87 $2,393,732.05 
Q3 9/15/05 Barrick -Goldstrike 3-05 383.00   Ore  18.565  7,110.57   6,399.52  $437.93 $2,669,137.00 
Q4 12/15/05 Barrick -Goldstrike 4-05 296.90   Ore  20.378  6,050.12   5,445.11  $475.76 $2,485,600.00 

Total       1,296.80    19.697 25,543.31  22,988.99    $9,639,671.05 
           
2006                     

Q1 3/12/06 Barrick -Goldstrike 1-06 301.20   Ore  16.210  4,882.39   4,394.15  $557.09 $2,340,580.55 
Q2 8/18/06 Barrick -Goldstrike 2-06 373.60   Ore  28.015  10,466.04   9,419.43  $633.71 $5,834,846.04 

Total       674.80    22.745 15,348.43  13,813.58    $8,175,426.59 
           

2009                     
Q1 3/30/09 Teck-Cominco  1-09 49.63   Ore   3.65   181.27   156.01  $928.64 $126,015.68 
Q1 3/30/09 Teck-Cominco  1-09 38.38   Ore   4.05   155.58   134.97  $928.64 $110,741.04 

Total       88.01    3.827 336.85  290.98    $236,756.72 
           

2010                     

Q1 4/15/10 Echo Bay-Kinoss 1-10 128.60   Ore   2.04   261.96   213.87  $1,115.75 $225,653.14 

Q3 7/28/10 
Jerritt Canyon-Yukon 
Nevada 3-10 91.14   Ore   0.38   34.45   21.96  $1,213.28 $26,645.98 

Q3 9/8/10 Echo Bay-Kinoss (NYS) 
3-10 
(2) 131.99   Ore   1.63   215.00   185.17  $1,300.00 $224,329.58 

Total       351.73    1.454 511.41  421.00    $476,628.70 
           

Production Data over LKA Operating Period         
  Total Production (1998 - Present)   8,789     136,622   122,061    44,849,714  
  Weighted Average Ore Grade   15.54        
  Average net sales price per ounce  $367.44        

 
Source: LKA International, Inc.
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Corporate Strategy 
After regrouping in late 2008 and early 2009, LKA commenced exploratory mining operations at the Golden 
Wonder mine, albeit with somewhat limited resources.  In the near-term, management intends to continue to 
conduct its exploratory mining program, funding its exploration efforts with income from the mine’s current 
yield and operating the Company at a breakeven level until such time that they can identify high-grade ore zones 
within the extensions of the previously-producing vein system above and below the 6th level.  We note that 
exploration below the 6th level has already produced some 1,000 ounces of gold, and that the Company believes 
it will increase production as it opens up the “North Raise,” which is an extension of previous workings between 
the 5th and 6th levels.  In addition to these initiatives, the Company hopes to raise approximately $2-$3 million of 
additional equity capital as soon as the fourth quarter of this year, with which it plans to fund and accelerate the 
exploration program designed by Cambior - in 2006.  
 
Conclusion 
In our opinion, LKA offers patient investors a relatively low risk, high-return investment opportunity.  While the 
Company does face some capital raising challenges, the fact that it is currently producing at breakeven levels 
with immediate profit opportunity, as yields improve, provides investors with a margin of safety that we believe 
will shield investors from large downside risk.  In addition, given the mine’s productive history, we view the 
Company’s planned exploration project as being highly likely to encounter additional large, rich gold-bearing 
structures.  If this is indeed the case, the valuation of LKA shares could quickly improve to 2x – 4x current 
levels within the next 12 to 18 months.   
 
 

Company Overview 
 
LKA International, Inc (“LKA” or the “Company”) is a natural resource development company based in Gig 
Harbor, Washington.  It is listed on the Bulletin Board under the symbol LKAI.  LKA owns 100% of the Golden 
Wonder and Ute Ule mines, both located in Colorado, USA.  The Company’s primary asset is the Golden 
Wonder mine, a producing, high-grade gold mine located near Lake City, CO.  The Company recently entered 
into a partnership-like operating agreement in late Q2-10 with its current mine operator (Coal Creek 
Construction) under terms that we believe are mutually beneficial for the Company and Coal Creek. Under this 
agreement, Coal Creek contributes mining equipment and makes certain capital contributions to cover operating 
costs in return for a twenty percent net-profits-interest in the project.  Consequently, LKA has resumed 
exploration of ore-bearing structures both above and beneath the 6th level of the mine and to date, has extracted 
approximately 1,000 ounces of gold, which has been sufficient to cover all exploration costs.  The Company 
plans to continue exploration in these two areas and intends to expand the scope and scale of its exploration 
project upon the completion of a new round of funding.  After reviewing geological studies of the Golden 
Wonder mine, we are of the opinion that the mine could potentially contain an additional 500,000 – 1,000,000 
ounces of gold which lie in one or more parallel echelon vein structures located within relatively close proximity 
of the current workings. 
 
Recent History 
Production from this mine ceased in mid-2006, when the Company and its former operator were engaged in a 
dispute over lease arrangements.  At that time, LKA sought out a new operator and, within thirty days, received 
a joint venture proposal from Cambior, Inc. to further expand and develop the mine. The terms of Cambior’s 
proposed joint venture required it to invest $18 million over a three year period in order to earn a one-half 
interest in the property. However, before this arrangement could be finalized, Cambior was acquired by 
IAMGOLD Corp. (NYSE:IAG) in November of that same year and the acquiring company subsequently 
abandoned the JV proposal.  Shortly thereafter, LKA and Richmont Mines (NYSE:RIC) entered into a joint 
venture agreement for the same price and similar terms ($18 million for 50%).  During the first phase of the 
arrangement, Richmont spent several million dollars conducting directional drilling which, in LKA’s view, 
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produced less reliable results than the proven exploratory mining approach favored by the Company and its 
geologists.  After inconclusive drilling results, Richmont’s Board of Directors decided to cancel the project 
leaving LKA with project delays and no operator.   
 
In early 2009, after extensive sampling and evaluation of the mine, LKA hired contract miners to commence the 
initial phase of the current exploration program.  In May of the same year the Company shipped a bulk ore 
sample of 88 tons to Teck’s smelter facility in Trail, B.C. The grade of this initial shipment was 3.85 ounces 
(109 grams) of gold per ton.  In February 2010, the Company made a second ore shipment of 133 dry weight 
tons to the Kinross milling facility in Republic WA.  That shipment yielded 309 ounces of gold at a grade of 2.4 
ounces (69 grams) per ton.  In June 2010, the Company secured a contract relationship with its current operator: 
Coal Creek Construction.  LKA was able to structure what we believe to be a mutually advantageous agreement 
(partnership) with Coal Creek, whereby Coal Creek contributes all mining costs and is entitled to recoup its 
costs through ore sales, plus 20% of the project’s net profits. Since hiring Coal Creek there have been two 
additional ore shipments, with a third shipment being prepared as this report is being written. To date, the 
Company’s exploration program has produced almost 1,000 ounces of gold. 
 
 
The Property - Golden Wonder Mine, Lake City, CO 
Mine Overview 
The Golden Wonder mine, one of only two commercially productive gold mines in Colorado in recent years, is 
located near Lake City, CO.  The mine began very limited operations in 1880, but its modern production history 
began in 1984, with continuous production taking place from 1998 through mid-2006.  The mine is a high-grade 
telluride-type deposit, with veins averaging 1-3 feet in width.  Over its modern production history, the mine has 
produced ore with an exceptional average grade of 16 oz/ton Au.  Moreover, the grade of ore appears to increase 
at depth, and has generally improved over time. 
 
As is typical of most telluride deposits, the grade of ore can vary significantly over short distances, making 
drilling difficult and complicating the process of determining the reserves of the property.  As a result, no 
geologically based reserve calculations have been completed for the Golden Wonder mine.  Instead, we have 
relied on the following three primary factors to infer that additional mineralization exists in the area of proposed 
Mine Expansion Project:  
 

1) Historical production information, which includes improving grades at depth, 
2) The lateral limits of the veins structure have not been established on any of the existing levels, and 
3) High-grade mineralization ore is present on levels 4 through 7 of the existing mine operation. 

 
 
 
 
 
 
 
 

(Intentionally Left Blank)
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Source: LKA International, Inc. 
 
 
 
The chart above depicts the workings of the Golden Wonder mine.  The blue-hatched area indicates the historic 
production zone worked intermittently since discovery in the 1880’s through the 1940’s. The red-hatched area depicts the 
zone of commercial production since LKA’s acquisition of the property in 1982. The sky-blue area (immediately above 
and below the 6th level) depicts LKA’s current production zone, while the green area indicates the Company’s targeted 
(near-term) exploration zone.  The large gray-hatched area depicts the Company’s future (long-term) exploration zones. 
Investors should keep in mind that the Golden Wonder mine has produced a grade of ore that has generally improved at 
depth and suggests that high grade gold exists below the mine’s 7th level.   
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Current Production 
The Company is currently producing gold as part of an exploration below the previous workings on the sixth 
level.  This “exploration” has already yielded over 1,000 ounces of gold since the Company resumed these 
activities in 2H-09, including some 215 ounces from recent shipments to Kinross’s Kettle River facility in 
Republic, WA.  Moreover, recently observed changes within the vein composition appear to indicate 
substantially higher grades than the current +2oz/ton average grades that the exploration has been encountering 
and mining, which could push the Company from a breakeven level into the profitable range.  Investors should 
keep in mind that this is a “producing” exploration, which is relatively rare in the gold mining business and 
helps to mitigate risk associated with an investment in LKA shares. 
 

Currently Producing Exploration Assays (Gold/Ton) 
Highest Grade Encountered 22.73 ounces / ton 644 grams / ton 
Lowest Grade Encountered .09 ounces / ton 2.6 grams / ton 
Average Grade Produced 2.54 ounces / ton 72 grams / ton 

 
 
 
Planned “North Raise” Production: Very Near-Term 
As this report is being written the Company has commenced work in the “North Raise” area, which is an upward 
extension of ore body from the sixth towards the fifth level.  Assays from this ore extension have yielded the 
following results, making it a prime target for near-term mining operations: 
 

North Raise Exploration Assays (Gold/Ton) 
Highest Grade Encountered 76.8 ounces / ton 2,177 grams / ton 
Lowest Grade Encountered .046 ounces / ton 1.3 grams / ton 
Average Grade Assayed 9.3 ounces / ton 264 grams / ton 

 
 
The “Cambior” Expansion Plan Would be Expedited Through Additional Funding 
In 2006, Cambior, Inc. completed a preliminary study of the Golden Wonder Property and vein structure, and 
made detailed recommendations regarding how LKA should explore this structure for maximum benefit relative 
to cost.  The detailed plans call for the Company to use a combination of surface trenching, underground drifting 
(mining) and limited at-depth drilling to begin to build a three-dimensional picture of the likely underground 
vein system.  Both underground sampling and surface structures confirm the likelihood of additional high-grade 
vein systems quite similar to, and located near, the previously mined vein that yielded 133,000 ounces during 
the mine’s most recent period of production.  In our opinion, we believe that these candidate vein structures 
exist and are likely to be found in relatively close proximity to the mine’s historical workings. Obviously, if this 
exploration and 3D modeling project prove successful in identifying additional vein structures it could provide 
LKA with a long-term development roadmap that would likely result in sustainable commercial production and 
subsequent share price appreciation. 
 
We note that due to the fractured nature of the vein system at the Golden Wonder mine, the Company has not 
been able to effectively drill to establish proven and probable reserves.  However, this is typical of many 
telluride deposits and since the Golden Wonder vein is not a single vein, but rather a multiple vein system 
comprised of a number of echelon veins, both in the vertical and horizontal direction the inability to locate 
reserve via drilling should not come as a surprise.  In fact, previous attempts at drilling on the property have 
returned highly variable ore grades, supplying limited value in terms of understanding the underlying structure. 
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Property Geology 
The Golden Wonder mine, located within the San Juan 
Mountains of Colorado, is a vein type deposit created by 
volcanic activity occurring millions of years ago during 
the Tertiary period.  During this violent geologic era, 
most of the known precious metal mines in the State of 
Colorado were formed along a southwest to northeast 
channel or narrow band approximately twenty miles 
wide, which stretches from Durango in the southwest to 
Boulder County in the northeast.  This zone is known as 
the Colorado Mineral Belt (CMB).  Lake City, CO 
(where the Golden Wonder mine is located) lies astride 
this mineral belt in a topographical cul-de-sac 57 miles 
southwest of Gunnison, CO.  On the other side of the 
mountain range that encloses the cul-de-sac are the 
historic precious metal mining districts of Ouray, 
Telluride, Silverton, and Creede which were productive 
in the late 1800s.  Over 25 million ounces of gold have been mined from this area since gold was discovered 
there in 1867.  Today, the only commercially active mines in this area are the Golden Wonder and Cripple 
Creek mines. 
 
The geology of the Golden Wonder mine is best described as a high-grade telluride deposit, a common type of 
geology in the Colorado Mineralization Belt.  The Golden Wonder vein averages two to four feet in width.  The 
known strike length (horizontal dimension), although limited by faulting at the upper levels of the mine, is 
known to be increasing with depth.  The vein is discontinuous and somewhat sinuous.  It is believed that the 
vein is part of a vein system comprised of discontinuous parallel echelon structures.  Typical of most high grade 
gold deposits, gold assay values within the mine vary greatly, ranging from negligible to several hundred ounces 
of gold per ton. Mineralization has been shown to consist of gold and silver tellurides, native gold, galena (a 
lead sulfide), chalcopyrite (a copper, iron sulfide), sphalerite, and tetrahedrite (a silver sulfide), in addition to 
accessory minerals.  The effects of solfataric alteration (chemical alteration caused by volcanic activity) are 
noticeable within the mine.  Furthermore, the tenor of the mineralized material has increased with depth.  
Diamond drilling, conducted in 2008, ascertained that the vein system continues with depth, and surface 
exploration indicates that the vein system may have considerable lateral extent.  Moreover, it is believed that the 
Golden Wonder is not necessarily a single vein, but rather one in a series, each of which is roughly parallel to 
the others.  It is this parallel structure(s) that makes the Golden Wonder mine such a potentially valuable and 
exciting property. 
 
 
Management Team 
Our precious metals exploration investment philosophy places heavy emphasis on the quality of management.  
The team at LKA International, while small, brings a great deal of mine management and minerals exploration 
experience to the Company. Management has a strong track record of managing the existing operations at 
Golden Wonder and we are confident in their ability to oversee the Mine Expansion Project.  In addition to the 
management team, LKA has long standing relationship with a team of highly qualified geologists and 
consultants that allow the Company to leverage the knowledge and experience of these professional on an as- 
needed basis, avoiding substantial fixed overhead costs.  Examples include Dr. Clyde Smith and Mr. Delmer 
Brown, geologists who have over 35 years of extensive industry experience each and are intimately familiar 
with the workings of the Golden Wonder mine. 
 
Kye A. Abraham, Chairman, President and Director 
Mr. Abraham has been an officer, director and shareholder of LKA International, Inc. since its formation in 
1979.  He has served as an officer and general partner of several LKA-sponsored limited partnerships and 
corporations, which were engaged in numerous oil and gas projects in North America and various precious 
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metals and precious gem exploration/mining operations in North America, Africa and Indonesia.  Since 1982, 
Mr. Abraham has served as President and sole shareholder of Abraham & Co., Inc., a FINRA member Broker-
Dealer and Registered Investment Advisor. 
 
Nanette K. Abraham, Secretary and Director 
Mrs. Abraham has served as an officer and director of LKA since 1989.  Additionally, Mrs. Abraham is the 
Secretary and a director of Abraham & Co., Inc. From 1991-2006 Mrs. Abraham was employed as an 
Investment Performance Analyst for the Frank Russell Company, Inc., a worldwide investment management and 
consulting firm headquartered in Tacoma, Washington. 
 
Mike Schell, President, Coal Creek Construction 
Mr. Schell holds a B.Sc. in Electrical Engineering from the University of Colorado at Boulder and has over 
thirty years experience in municipal construction projects.  His firm is LKA’s current operating partner, and the 
employer of supervisor-level hard-rock mining personnel. 
	  
Financial Review 
LKA International is a holding company, with 100% of its revenues derived from mining, royalty and operating 
lease payments generated from the Golden Wonder mine. LKA currently has approximately 16,390,498 fully-
diluted common shares outstanding and no long-term debt. 
 
Recently, the Company has expressed its intentions to raise additional capital to help finance the Mine 
Expansion Project.  There is no indication at this time as to how, when or if the Company will be successful in 
raising such funds.  Consequently, investors should be aware of the potential for earnings dilution in the event 
that additional shares are required to be issued to raise funds. 
	  
Our financial model assumes that the Company is successful in locating additional, economically viable ore, at a 
weighted average grade of 9.5 ounces per ton AU over the next three years; a full 40% below the mine’s 
historical production yield average of 16 oz/ton.  Additionally, we have assumed that the price of gold over our 
three year forecast period average $1,250 per ounce, or 7% below current pricing levels and 16% below Barrick 
Gold’s forecast of $1,500 an ounce within the next year.  Additionally, we have assumed that LKA experiences 
increasing production grades over time as the Company gathers data from their 3D mapping efforts and is better 
able to target their exploration activities toward those areas that offer potentially higher yielding ore grades.  
Given these assumptions, coupled with the mine’s operating cost structure, we believe LKA could potentially 
generate $0.19 per share in 2011, $0.75 per share in 2012 and $1.34 per share in 2013.  Investors should note 
that our financial model does not reflect any potential impact from dilution that would likely be expected from a 
share issuance related to the mine expansion project.  Since we do not have any reasonable basis for what the 
deal structure could be or the financing terms have omitted this in our earnings assumptions. 
 

LKA Financial Summary 
 

 FY2010E FY2011E FY2012E FY2013E 

Ore Production DWT 652 1,600 3,000 4,000 

Ave Grade (oz/ton) 1.7 4.0 9.0 12.0 

Total Ounces Au 1,111 6,400 27,000 48,000 

Revenues $1,106,422 $6,384,000 $26,932,500 $47,880,000 

Operating Income <$93,475> $3,484,528 $18,489,108 $33,830,885 

Net Income <$350,975> $3,158,919 $12,762,126 $23,501,331 

EPS FY <$0.02> $0.19 $0.75 $1.34 

P/E nm 4.7x 1.2x 0.7x 
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Valuation 
Our valuation assumes that the Company will complete the “Cambior” Mine Expansion Project, successfully 
locating mineable reserves with grades below the historical levels experienced at the existing mine operation.  
As the table below shows, shares of precious metal companies tend to trade at approximately 21x their forward 
earnings estimates.  Although LKA is still attempting to locate additional veins of ore at its Golden Wonder 
mine, we point out that the mine is currently producing grades of ore necessary to fund operations at a 
breakeven level or better, mitigating investor risk.  While somewhat speculative, we believe that the likelihood 
of LKA locating economically viable ore reserves is reasonably probable given the mines productive history 
coupled with the opinions of geologist familiar with the mine.  Additionally, our valuation assumptions do not 
reflect any dilution from the issuance of additional shares necessary to finance LKA’s mine expansion efforts, 
which we estimate will cost approximately $2 to $3 million.  However, if LKA is successful in identifying an 
additional economically viable ore vein we believe that shares could have upside potential to $4.25/share 
over the next 12 months and as much as +$20/share over the next 3 to 4 years.  We believe that this price 
target is justified by assumption that as earnings growth accelerates, shares of LKAI will merit a higher 
multiple over time.  Our potential long-term price target assumes that shares of LKA will trade at 17.5x our 
2012 earnings estimate of $0.75/share, still a 15% discount to its peer group, which trade at 20.7x. 
 

 
 
Sensitivity Analysis  
Because of the unknown nature of the ore reserves in the Golden Wonder mine, we believe it is prudent to 
provide investors with a sensitivity analysis showing the various valuation ranges that could be derived 
assuming different earnings multiples and ore grades.  The table below shows the implied price for LKA shares 
in 2013 assuming various earnings multiples and weighted average ore grade production over the next 3 years.  
Our analysis assumes that LKA is successful in locating additional vein structures, although at significantly 
lower yields per ton than the mine has experienced in its recent productive history.  In fact, our analysis assumes 
that LKA is able to locate ore at an average yield of 9.5 oz/ton, or 33% below the mine’s average production 
yield of 14.25 oz/ton realized over the past decade.  If the “Cambior” Mine Expansion Plan is successful in 
identifying additional resources at this level, we believe that shares could potentially trade at $13/share, or 
higher, over the next three to four years. 
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Investment Risks 
While there isn’t any definitive geologic evidence that allows us to quantify probable gold reserves, we believe 
that there is substantial historical evidence as well as opinions of geologists familiar with the Golden Wonder 
structure that suggests that the ore vein continues downward through the 7th level workings and laterally, on 
strike.  However, very little definitive exploration has been done to determine the extent of such an ore body.  
Consequently, it is possible that the Company will fail to locate additional economically feasible resources.  
This could lead to the Company spending substantial funds, only to find a “dry hole.”  We cannot accurately 
gauge this risk at this time.   
 
The political and regulatory environment in Colorado is generally considered to be a difficult one for mining 
companies.  LKA could face significant regulatory hurdles if permitting obstacles are encountered in expanding 
its exploration program. The risk of this is increased, in our view, due to the proximity of the mine to nearby 
Lake San Cristobal and the Lake Fork of the Gunnison River. The Federal Bureau of Land Management (BLM) 
has indicated that LKA International may be responsible for certain environmental clean-up activities on its Ute 
Ule Silver Mine property.  The clean-up costs have been calculated to be possibly as much as $1,300,000.  
Although LKA is negotiating with the BLM, the extent of their responsibility for the cleanup and costs is 
uncertain.  The timing and the ultimate costs of such cleanup have yet to be determined, but could have 
substantial negative impact on the Company’s ability to operate as a going concern. It is the Company’s current 
view that most of the most of the cleanup (reclamation) liabilities will be covered by reclamation bonding 
already in place. 
 
The stock is currently very thinly traded, with an average daily volume over the last 50 days of 8,463 shares.  
Unless trading volume improves, investors will likely find it difficult to enter or exit positions in a timely 
manner.  As a function of low trading volume, LKA International shares have shown greater than average price 
volatility. 
 

LKAI Price Chart for the Period Oct 11, 2009 – Oct 12, 2010 
 

 
 
Source: FactSet 
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Our Rating System 

 
We rate enrolled companies based on the appreciation potential we believe their shares represent.  The 
performance of those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly 
dependent on some future event, such as FDA drug approval or the development of a new key technology. 
 

Explanation of Ratings Issued by Harbinger Research 

   
STRONG BUY We believe the enrolled company will appreciate more than 50% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
BUY We believe the enrolled company will appreciate more than 30% relative to the general market 

for U.S. equities during the next 12 to 24 months. 
STRONG 
SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 50% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 30% relative to the general 
market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 
future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 
market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by more 
than 10% during the following 12 to 24 months. 

 
Analyst Certification 
I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 
will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid in 
the amount of US$2,500 for the preparation and distribution of this research report by a third party.  All 
information contained in this report was provided by LKA International, Inc. (“Company”).  To ensure complete 
independence and editorial control over its research, Harbinger has developed various compliance procedures 
and business practices including but not limited to the following: (1) Fees from covered companies are due and 
payable prior to the commencement of research; (2) Harbinger, as a contractual right, retains complete editorial 
control over the research; (3) Analysts are compensated on a per-company basis and not on the basis of his/her 
recommendations; (4) Analysts are not permitted to accept fees or other consideration from the companies they 
cover for Harbinger except for the payments they receive from Harbinger; (5) Harbinger will not conduct 
investment banking or other financial advisory, consulting or merchant banking services for the covered 
companies.  
 
Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided 
by the Company is relying solely upon information provided by the companies for the accuracy and 
completeness of all such information.  The information provided in the Report may become inaccurate upon the 
occurrence of material changes, which affect the Company and its business.  Neither the Company nor 
Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the information 
contained herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any 
security, nor does it constitute investment advice.  This report does not take into account the investment 
objectives, financial situation or particular needs of any particular person.  This report does not provide all 
information material to an investor’s decision about whether or not to make any investment.  Any discussion of 
risks in this presentation is not a disclosure of all risks or a complete discussion of the risks 
mentioned.  Information about past performance of an investment is not necessarily a guide to, indicator of, or 
assurance of, future performance.  Harbinger cannot and does not assess, verify or guarantee the adequacy, 
accuracy, or completeness of any information, the suitability or profitability of any particular investment, or the 
potential value of any investment or informational source.  Harbinger and its clients, affiliates and employees, 
may, from time to time, have long or short positions in, buy or sell, and provide investment advice with respect 
to, the securities and derivatives (including options) thereof, of companies mentioned in this report and may 
increase or decrease those positions or change such investment advice at any time.  Harbinger is not registered 
as a securities broker-dealer or an investment adviser either with the U.S. Securities and Exchange Commission 
or with any state securities regulatory authority. 
 
ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED 
OR IMPLIED, OR REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE 
UNDER APPLICABLE LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR 
THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR TIMELINESS OF THIS 
INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 
PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR 
ANYONE ELSE (INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, 
TRADING LOSSES, AND DAMAGES THAT MAY RESULT FROM ANY INACCURACY OR 
INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST EXTENT PERMITTED BY LAW, 
HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE ELSE UNDER 
ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER 
THEORY WITH RESPECT TO THIS PRESENTATION OF INFORMATION. 
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Harbinger Research is an independent equity research firm with a focus on providing coverage to small-cap 
companies.  Our mission is to help our clients achieve fairer market valuations, an expanded shareholder base, 
improved liquidity, and easier access to capital markets.  We do this by providing insightful, in-depth research 
reports and by making sure those reports are widely distributed and made available to both institutional and 
individual investors.  We strive to deliver superior research coverage and the result is compelling – consistent 
coverage from industry-expert analysts that is well written and consists of insightful analysis, cogent arguments, 
and in-depth financial models.  To learn more about Harbinger Research and view our research reports, we 
invite you to visit our website located at www.harbingerresearch.com. 
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