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Gold Road 
SLICING AND DICING AT GRUYERE 

Recommendation: Gold Road is a speculative buy. As the company works 
towards defining a Resource at the massive Gruyere gold deposit and early 
development scenarios evolve, value will accrue to shareholders in what could 
prove to be a mine with a multi-decade lifespan. 
 

Background 
Gold Road controls most of the Yamarna Greenstone Belt on the eastern side of Western 
Australia, east of Laverton and running north of the 7.9 million ounce Tropicana gold 
deposit. The province is geologically similar to the prolific Kalgoorlie Gold Belt, but is 
underexplored by comparison. The Belt has an existing Resource of 1.3 million ounces of 
gold in several low grade deposits, including the high grade Central Bore deposit, 
containing 201,000 ounces of gold grading 7.7 g/t, but StockAnalysis calculates that the 
recently discovered Gruyere deposit is shaping up to be a single, multi-million ounce 
deposit that could support production of over 150,000 oz pa for a decade or three. 
 

Gruyere Deposit 
The Gruyere gold discovery has been drilled and mapped along 2.2 kilometres of strike, 
tracking roughly NNW/SSE, including drilling to a depth of over 600 metres. 
Mineralisation remains open in both directions along strike and at depth below 600 
metres. In the south, the deposit has a shallow cover of around 20 metres of leached 
saprolite and transported cover which deepens to over 80 metres in the north as the 
gold grade also increases. Recent drilling has outlined supergene mineralisation at 
about 50 metres within a depleted, weathered saprolite cover to the north, opening up 
potential for lower cost mine development. 
 
The deposit’s main zone extends along about 700 metres of strike and is up to 190 metres 
in width at its thickest point. StockAnalysis calculates that the main zone alone holds 
potential for 3 million ounces of contained gold to a depth of 500 metres. While 
mineralisation appears to average around 1.1 to 1.2 g/t Au with higher grades in the north, 
recent drilling along strike indicates that Gruyere’s mineralised envelope contains thick, 
south plunging higher grade zones averaging as much as 2 g/t Au at a 1 g/t cut-off. 
 
One intersection of 24 metres grading 4.07 g/t Au from 57 metres depth in hole-
number 14GYRC0060 shows supergene enrichment within the Lower Saprolite weathered 
zone, just above the main mineralisation tonalite zone. 
 
Encouragingly, metallurgical test work shows very high rates of gold recovery under 
standard conditions, with low cost gravity gold recovery of 50% to 70% and total 
recovery of over 96% with very rapid process kinetics. 
 

All Ordinaries S&P ASX 200 Energy Index Brent Crude Oil $A/barrel A$/US$ 

Indices and Prices 

All Ordinaries 5475.40 

Energy Index 14355.30 

Brent AU$/bbl 116.76 

AUS$/US$ 0.9356 

As at Close May 13th, 2014 
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GOR - Capital Structure

ASX Code GOR

Shares 514     m.

Perf rts 2.2      

Options 21       m. 

Share Price 0.15$  

Market Cap 77$     m.

Cash (est) 12$     m.
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Plan - Gruyere Deposit Drilling 

Source: Gold Road  
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(Continued on page 4) 

Drilling Data on the Gruyere Northern Zone – Long Section  

Gruyere Northern Zone – Cross Section Showing High Grade Enrichment 

Source: Gold Road  

Source: Gold Road  
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Mining and Processing - Modelling 
StockAnalysis assumes that initial 

mining will involve pre-strip of 

barren saprolite and open pit 

mining operations with a very low 

waste to ore ratio. In the south, 

the deposit’s broad widths and 

continuous mineralisation below 

620 metres offer an opportunity 

to develop a high efficiency, block

-caving underground mining 

operation like Newcrest’s Cadia-

Ridgeway operations in NSW. 

 

StockAnalysis models an initial 

open pit operation to depths of 150 

to 180 metres, targeting 38.5 

million tonnes of mineralisation with 

an average grade of 1.18 g/t gold, 

recovering 1.34 million ounces over 

an initial 11 year operation. 

 

Estimated initial capital costs of 

A$261 million have been assumed, 

though detailed engineering and 

costing will be needed to confirm a 

final estimate. 

 

StockAnalysis assumes that one 

million tonnes of low grade 

mineralisation averaging 0.56 g/t 

gold will be processed per annum 

by low cost dump leaching 

operations to recover 110,000 

ounces of gold at a recovery of 

60% while a 3 million tonne per 

annum CIP plant is constructed to 

produce about 1.23 moz over the 

11 year life of this study.  

 

At full production, StockAnalysis’ 

modelled operation would produce 

145,000 ounces of gold annually 

with a cash cost, including 

administration and royalties, of 

around A$700/oz and an all in 

sustaining cost of about A$900 

per ounce to deliver an annual 

profit of A$55 million or 10.8 cps 

on current capital.  

 

Assuming 65% debt finance, an 

NPV8 of $160 million or A$119 per 

ounce, is calculated for this initial 

phase of operation, which 

compares favourably with the 

company’s current enterprise 

value, of around $65 million.  
 

(Continued on page 5) 

 

Gryuere Mining Model 2014 2015 2016 2017 2018 2019 2020-26

Mining

Low-grade Mined    mt 0.5 1.0 1.0 1.0 7.0

Highgrade Mined   mt 0.0 1.0 3.0 3.0 21.0

Total Mined 0.5 2.0 4.0 4.0 28.0

Lowgrade g/t 0.60    0.60  0.55    0.55   0.55

Highgrade g/t 1.20    1.25  1.50    1.50   1.46

C ontained metal

Lowgrade Koz 9.4      18.8  17.2    17.2   120

Highgrade Koz -      39.1  140.6  140.6  961

Total Koz 9.4      57.8  157.8  157.8  1081

Lowgrade recovery %  60% 60% 60% 60% 60%

highgrade recovery %  96% 96% 96% 96% 96%

Heapleach Product Koz 5.6      11.3  10.3    10.3   72

CIP Product Koz -      37.5  135.0  135.0  923

Total gold Koz 5.6      48.8  145.3  145.3  995

 

Source: Strachan Corporate  

 

Gruyere F inancial Model 2014 2015 2016 2017 2018 2019 2020-26

Metal Prices

Au US$/oz 1300 1300 1300 1300 1300

AUDUSD 0.92

Revenue A$m.

Au 7.9      68.9  205.3  205.3  1406

Operating cost A$m.

Mining Heap 5$       per tonne (2.5)     (5.0)   (5.0)     (5.0)     (35)      

          C IP 9$       per tonne -      (9.0)   (27.0)   (27.0)   (189)    

Heap 3$       (1.5)     (3.0)   (3.0)     (3.0)     (21)      

CIP 19$      -      (19.0) (57.0)   (57.0)   (399)    

Royalties 3.5% $m. (0.3)     (2.4)   (7.2)     (7.2)     (49)      

Admin 0.5$     per tonne (0.3)     (1.0)   (2.0)     (2.0)     (14)      

Total Mining & R'ty (4.5)     (39.4) (101.2) (101.2) (707)    

$/t Ore 9.1      19.7  25.3    25.3    25.3    

$/oz 805     808   696     696     713     

Gruyere F inancial Model 2014 2015 2016 2017 2018 2019 2020-26

Capital

Feas 20.0     10.0    -      

Mine 30.0    10.0    10.0  3.0      3.0      18.0    

Plant 70.0    100.0   -      

Engineering 5.0      5.5      0.5    -      

Total 20.0     115.0   115.5   10.5  3.0      3.0      18.0    

Debt Schedule

Opening debt 180     180     155   129     100     

Interest accrued/paid 7.6% 12       10     8         6         

Total Repayment (37)      (37)    (37)      (37)      

Closing debt 180     155     129   100     69       

Depreciation Schedule

Opening capital 10       30       145     237   224     203     

New Spend 20       115     116     11     3         3         

Depn (24)      (24)    (24)      (25)      

Closing capital 30       145     237     224   203     181     713.7   

EBITDA 3.4      29.5  104.1  104.1  698.3   

D&A (24)      (24)    (24)      (25)      (175.0) 

EBIT (20)      6       80       79       523.3   

Finance (12)      (10)    (8)       (6)       (5.1)     

PBT (32)      (5)      72       73       518     

Tax 30% -      -    -      (22)      (155)    

Net Profit (32)      (5)      72       51       363     

Source: Strachan Corporate  



 Peter Strachan © 2013/14 Pex Publications Pty Ltd ACN: 59 077 704 146 
 

Page 5 

A target of ~1.5 million ounces in Reserve could well represent just 

the beginning for Gruyere. StockAnalysis thinks that the project has 

potential to support bulk underground mining. This might involve 

investing in an initial sacrificial decline development within ore to 

reduce costs and subsequent raise-boring to install a high efficiency 

shaft. Such a development might support an expanded CIP plant 

capacity to 5-6 mt pa to target a Reserve of over 3 million ounces 

within an exploration target for over 5 million ounces at Gruyere. 

 

Valuation 
StockAnalysis assumes considerable dilution of capital to fund development, but still 
assesses a risked value of 35 cents per share for Gold Road. 
 

 

 

 

Project NPV

$m $/oz

DCF 8% $160 $119

10% $121 $90

IRR 23%

 

Source: Strachan Corporate  

Valuation $m $/shr

Gruyere OP 160$ 0.16$ 

Gruyere Extended 158$ 0.16$ 

Yamarna 26$   0.03$ 

Cash 12$   0.01$ 

Corporate 8-$     0.01-$ 

0.35$ 

Source: Strachan Corporate  

Contact 
Peter Strachan:         Peter@stockanalysis.com.au 

Pex Publications:       oilinfo@pex.com.au 

     PO Box 813, Mt Lawley, WA 6929 
     Tel: 08 9272 6555 Fax: 08 9272 5556 

     Website:  www.stockanalysis.com.au 
       www.pex.com.au 

Small research operations/investment publications like StockAnalysis depend on the cooperation of their subscribers to  
stay in business. If you pay for and value the information we provide please don’t copy StockAnalysis to others. 

 
The information or advice (including any financial product advice) herein is believed to be reliable and accurate when issued however, 

Strachan Corporate Pty Ltd ABN 39 079812945; AFSL 259730 (“Strachan”), does not warrant its completeness, reliability or accuracy. 

Strachan, its Directors and their Associates from time to time may hold shares in the securities mentioned in this report and therefore 

may benefit from any increase in the price of those securities. Opinions and estimates constitute Strachan’s judgment. The author 

certifies that the views expressed in this document accurately reflect the analyst's personal views about the subject company and are 

subject to change without notice. Strachan, its officers, agents and employees exclude all liability whatsoever, in negligence or 

otherwise, for any loss or damage relating to this document to the full extent permitted by law. This material is not intended as an 

offer or solicitation for the purchase or sale of any financial instrument. The investments and strategies discussed herein may not be 

suitable for all investors. In preparing such general advice no account was taken of the investment objectives, financial situation and 

particular needs of a particular person. Therefore, before acting on the advice, you should consider the appropriateness of the advice, 

having regard to your objectives, financial situation and needs. There may be a product disclosure statement or other offer document 

for the securities and financial products we write about in StockAnalysis. You should obtain a copy of the product disclosure statement 

or offer document before making any decision about whether to acquire the security or product. If you have any doubts you should 

contact your investment advisor. The investments discussed may fluctuate in price and changes in commodity prices and exchange 

rates may have adverse effects on the value of investments.  

Recent Strachan Corporate commissioned research or corporate advisory services have been supplied to the following companies, for 

which it has received a fee. Titan Energy, Carnarvon Petroleum, Lion Energy, FAR Ltd, Nexus Energy, Tungsten Mining, Strata-X 

Energy, Sumatra Copper & Gold, Galaxy Resources. In addition, over that period Strachan Corporate has delivered lectures at several 

Universities, provided expert witness statements and confidential financial services and advice to listed companies, several private 

investment companies and institutions as well as private investors. Disclosure of interests in these confidential actions by Strachan 

Corporate is only appropriate should Strachan Corporate determine a potential for conflict of interest. 

The author has small holdings in shares of ACE, SUN, AZZ modest holdings in GOR, RIC, IDR, BHP, TPT, SRI, ADX, OEL, COF, HZN, 

TAP, AWE, TSE, ANZ, PTM, & WPL and larger holdings in CUE, FZR & HAV. 
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