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Gold Road Resources

Just follow the cheese
Analysts | Patrick Chang | Matthew Keane

Quick Read

Gold Road’s (GOR) drilling campaign at its Gruyere prospect has delivered more positive
results. Argonaut’s base case estimate for the Resource remains at 1-2Moz @ ~1.1-
1.3g/t. However, recent exploration work has demonstrated an upside case of 2-4Moz,
assuming the strike extent of the tonalite can be extended to >3km. With sufficient
scale, Gruyere could become a commercial deposit given the low strip and simple
metallurgy, despite the modest grade. The ongoing drilling at Gruyere and testing of
other regional prospects will ensure the delivery of continued newsflow over the next
few months and offers the potential for further significant discoveries. GOR holds one of
the most prospective and least explored tenement packages in Australia, and is well-
funded with $7m cash. Speculative Buy recommendation maintained.

Event & Impact | Positive

Gruyere is growing: Recent limited aircore drilling has identified a potential 1,000m
strike extension of the Gruyere tonalite, increasing the total potential strike to 2,600m.
Re-logging of previous RAB samples also identified another 1,000m strike potential
towards the south, which could extend the strike beyond 3,000m. Whilst Argonaut’s
base case estimate for the Resource remains at 1-2Moz @ ~1.1-1.3g/t, proving up the
strike extension through drilling could translate to an upside case of 2-4Moz. Argonaut
anticipates the strike extent of Gruyere to be systematically tested. Importantly, the
grade is improving towards the north as the structural controls appearing to play an
increasing role. This is evident from the results from several drill holes returning >2g/t
intersections consistently.

Gruyere just the beginning of discoveries?: The discovery of Gruyere followed
systematically testing of targets after a comprehensive review of Yamarna Belt's
geological and geophysical data compiled to date. Gruyere sits between GOR’s YAM13
and YAM14 targets and at the start of a regional scale jog, which is considered to be a
very favourable structural setting for gold mineralisation. This ‘jog’ extends ~7km to the
south of Gruyere and Argonaut anticipates systematic testing in due course.

A pipeline of exciting targets to be tested in FY14: Given the Company’s dominant
landholding in the highly prospective but under-explored Yamarna belt, GOR’s refocused
strategy to concentrate on regional exploration is likely to pay further dividends.
Argonaut is excited about the pipeline of prospects to be tested in FY14, including Pacific
Dunes — Corkwood, Sun River — Wanderrie and Riviera — Smokebush camp targets. The
Company is well funded with ~$7m cash to pursue its exploration aspirations.

Recommendation

Spec Buy recommendation maintained.
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Gruyere’s potential strike could be
extended significantly...

...based on aircore drilling to the
north and re-logging of RAB
samples to the south...

...Argonaut’s base case 1-2Moz @
1.1-1.3g/t target unchanged....

...however ‘upside case’ could be
2-4Moz

Grade appears to be increasing
towards the north...

Gruyere is growing

Potential strike could extend beyond 3km

Although early stage, recent limited reconnaissance aircore drilling has identified a

potential 1,000m strike extension of the Gruyere tonalite to the north, increasing the

potential strike to 2,600m. This is based on anomalous gold, arsenic,

zinc and

molybdenum values from aircore drilling, which are recognised as the ‘signature

elements’ of the Gruyere mineralisation. RC / diamond drilling is needed to confirm the

presence of mineralised tonalite.

Re-logging of previous RAB samples also identified another 1,000m strike potential
towards the south, which could extend the strike beyond 3,000m.

F|gure 1: Potential strike extension to the south and the north
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Argonaut’s base case estimate remains at 1-2Moz @ ~1.1-1.3g/t, based on existing RC /

diamond drilling. However, if the strike potentials are realised, an ‘upside case’ could

translate to 2-4Moz. Extensional drilling is ongoing to test this potential.

Grade picking up towards the north

The grade at Gruyere appears to be picking up towards the north as structural control

plays a more prominent role. This is confirmed from recent drilling which delivered

results including:

T 36m@ 2.1g/t from 54m
T 34m @ 3.3g/t from 108m
T 22m @ 2.1g/t from 112m

A deep diamond hole targeting the depth extension of the mineralisation returned

encouraging visual indications (assays pending).
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...deep drilling results expected to
confirm continuity at depth...

Gruyere could be commercial due
to low strip and favourable
metallurgy...

...despite modest grades...

Highlights potential for more
discoveries in the immediate
area...

Figure 2: Section (cross section) showing higher grades to the north
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Gruyere could be commercial

While acknowledging the modest grade, Argonaut recognises the economic potential of
Gruyere. Positive attributes include:

9 Consistency of the mineralisation (284m @ 1.0g/t, 14GYDDO0001)

I Favourable strip ratio (Argonaut estimate ~1:1 under a mining scenario)

T Initial positive metallurgy (52-69% gravity, >95% overall, heap leach potential)

Figure 3: Cross section showing wide mineralisation, implying potentially low strip ratio
Pgl [ L | g{ T — !I {g [ E] | I
g H § it g §

Gruyere Prospect

£ g Section F
é’éffg 3‘; §§ é’j $

24 ze00owa0es

ElMineralised Tonalite
[CINon mineralised Tonalite
Dweathered Mafic
BMmafic

L

] Weathered Intermediate
Dintermediate

20 "0 20m
rr—

Source: GOR

Numerous targets in the immediate vicinity of Gruyere

The discovery of Gruyere is an important step and validates the prospectivity of the
Yamarna Belt and the Company’s exploration approach. Given the potential scale of
Gruyere, other gold occurrences in the area and the lack of exploration, the
prospectivity of the area is considered significant. There are numerous targets in the
immediate vicinity of Gruyere for targeting.
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...including the Western Au Trend The aircore program at Gruyere has identified a second anomalous trend, parallel to the
to the west of Gruyere... mineralisation at Gruyere. These areas coincide with elevated arsenic, molybdenum and
zinc. This trend is hosted in a metavolcanic unit, outside the Gruyere tonalite.

...with coincident elevated arsenic,
molybdenum and zinc values...

Source: GOR

...and a 7km untested regional ‘jog’ Gruyere is situated between GOR’s YAM13 and YAM14 targets within the Dorothy Hills

to the south... camp target. It sits at the start of a regional scale jog, which is considered to be a well
understood and very favourable dilational structural setting for gold mineralisation. This
‘jog’ extends ~7km to the South of Gruyere and Argonaut anticipates systematic testing
of this target in due course.

...favourable structure host for
gold mineralisation

Source: GOR
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More camp scale targets to be tested

Discovery of Gruyere followed The discovery of Gruyere and YAM14 followed systematically testing of targets after a
systematic testing of targets... comprehensive review of Yamarna Belt’s geological and geophysical data compiled to
date.

Given the Company’s dominant 4,200km” landholding in the highly prospective but
under-explored Yamarna belt, GOR’s refocused strategy to concentrate on regional
exploration is likely to pay further dividends. Argonaut is excited about the pipeline of
prospects to be tested in CY14, including:

9 Pacific Dunes — Corkwood (commenced, will complete in H1 2014)
Sun River — Wanderrie (H2 2014)
I Riviera—Smokebush (Sumitomo JV, Mid 2014)

Figure 6: Camp scale targets to be tested
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The Company’s ~$7m cash balance (as of 31" December) and joint venture with
Company is well cashed up to Sumitomo ($3.5m minimum expenditure prior to end of 2014) facilitates GOR to pursue
pursue exploration aspirations its exploration aspirations.
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Information Disclosure
Argonaut has acted as corporate advisor for GOR in the previous 12 months.

Each research analyst of this material certifies that the views expressed in this research material accurately reflect the
analyst's personal views about the subject securities and listed corporations. None of the listed corporations reviewed
or any third party has provided or agreed to provide any compensation or other benefits in connection with this
material to any of the analyst(s).

General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by Argonaut
Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL and other related bodies corporate (the
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are
not the intended recipient you must not use or disclose the information in this report in any way. ASPL is a holder of
an Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock Exchange
Limited. ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in Hong Kong
with its activities regulated by the Securities and Futures Ordinance (“SFO”) administered by the Securities and
Futures Commission (“SFC”) of Hong Kong.

Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of
the Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs. The
report may contain general financial product advice and you should therefore consider the appropriateness of the
advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making
any financial investment decision.

This research is based on information obtained from sources believed to be reliable and ASPL and ASAL have made
every effort to ensure the information in this report is accurate, but we do not make any representation or warranty
that it is accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct or update the
information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the
analyst(s)’ personal views at the time of writing. No member of the Argonaut Group or its respective employees,
agents or consultants accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from
any use of this research and/or further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or
refrain from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, ASAL, officers or
employees may have interests in the financial products or a relationship with the issuer of the financial products
referred to in this report by acting in various roles including as investment banker, underwriter or dealer, holder of
principal positions, broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and
as such may effect transactions which are not consistent with the recommendations (if any) in this research. The
Argonaut Group and/or its associates, including ASPL and ASAL, may receive fees, brokerage or commissions for acting
in those capacities and the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security
may even become valueless. International investors are reminded of the additional risks inherent in international
investments, such as currency fluctuations and international stock market or economic conditions, which may
adversely affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s
and / or ASAL’s overall revenues.

Hong Kong Distribution Disclosure
This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO 052) and
regulated by the Hong Kong Securities and Futures Commission. Further information on any of the securities
mentioned in this material may be obtained on request, and for this purpose, persons in the Hong Kong office should
be contacted at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong
Kong, telephone (852) 3557 48000.

Copyright

© 2014. All rights reserved. No part of this document may be reproduced or distributed in any manner without the
written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia) Limited. Argonaut Securities
Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the re-distribution of this document, via the
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect.

Corporate Advisers | Stockbroking & Research | Special Situations Financing | Page 6


mailto:jsantul@argonaut.com
mailto:bjohnson@argonaut.com

