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Quick Read
Gold Road has announced a Life of Mine Plan (LOM) update for the Gruyere Gold Project
in Western Australia. Highlights of the announcement includes the higher average
throughput to 8.2Mtpa, higher average gold production and the inclusion of the Attila and
Alaric satellite deposits into the mine plan. Investors continue to discount emerging gold
production plays versus their producer peer group. We feel this is unwarranted for several
reasons including i) Forecast capex is within 2% of final pricing, ii) the project remains on
schedule as per recent guidance and; iii) production has been upsized further improving
the project economics. GOR aims to substantially de-risk the project ahead of first gold by
completing the first two years of grade control, building large ROM stocks as well as having
spare capacity upside in the current mill configuration for potentially higher throughput.
Production is scheduled for the June Q CY19 and we anticipate dry commissioning of the
Gruyere processing plant infrastructure could commence as early as mid-January 2019.

Event & Impact | Positive
Construction Progress: As expected all of the civil works is complete. At this late stage of
project construction, we find that the final stages of construction involve the reticulation
of electrical cabling, processing systems and piping installation. The power station has
been commissioned and Argonaut forecasts the energising of the power systems and of
the crushing circuit in early January 2019. Commissioning on smaller processing plants
takes about 8-10 weeks before first gold. We see Gruyere having a longer lead time
because of its size with dry commissioning likely to commence in early January and wet
commissioning in mid-February to early April.
Life of Mine Plan update: Gold Fields updated mine plan incorporates enhancements to
the 2016 Feasibility Study (FS) including higher production via higher mill processing
throughput to 8.2Mtpa (from 7.5Mtpa) and the addition of 178koz of additional reserves
from the Attila and Alaric satellite pits. Overall this results in an overall lift in production
of ~13% on the previous FS numbers and a 25% lift in production over years 2024-2026
(Years 5-7). Overall reserve tonnes have increased by 6% to 97Mt and total mined ounces
have increased by 8% to 3.47Moz (albeit using a $1,600/oz assumed gold price vs
A$1,500/oz in the 2016 FS). All in sustaining costs have risen to $1,025/oz (from A$945/oz
in the 2016 FS) due to wage inflation and higher sustaining capital.
Changes to our model: We see GOR’s projections on the timing to first production as
conservative, but readily admit that large projects such as this rarely come in on time.
Investors will likely remain cautious, but with capex now within 2% of final forecast cost
we don’t see much impact the project from here. Argonaut estimates first gold around
mid-late April 2019. Infrastructure is now largely complete and we see fewer impediments
to reaching first gold on time in the early June Q.

Recommendation
Maintain BUY recommendation and target price of $0.98ps (prior $0.99ps).
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Life of Mine Plan update
Gold Fields updated 2018 mine plan incorporates enhancements to the 2016 Feasibility
Study (FS). A combination of higher mill throughput at 8.2Mtpa (vs 7.5Mtpa prior) and an
additional 178koz of reserves has seen average production rates lift to 300kozpa over the
LOM representing an overall 13% lift in gold production vs the 2016 FS. Importantly Years
5-7 (2024-2026) see the biggest gain with production increasing by 25% over the period.
Previously the proposed cutback at the time saw production dip and this has been infilled
by supplemental ore feed from the Attila and Alaric satellite open pits.
In Figure 1 below we show the Gruyere Business Plan 2020-2030 which we have overlaid
the approximate FS 2016 and current 2018 forecast production figures for comparison.
Figure 1: Gruyere Business Plan and Outlook 2020-2030

Source: GOR, Modified by Argonaut

Key outcomes of the mine plan:
Overall reserve tonnes have increased by 6% to 97Mt and total mined ounces have
increased by 8% to 3.47Moz (albeit using a $1,600/oz assumed gold price vs A$1,500/oz
in the 2016 FS). All in sustaining costs have risen to $1,025/oz (from A$945/oz in the 2016
FS) due to wage inflation and higher sustaining capital costs. On an NPV basis however,
these cost increases have largely been offset by higher production in our model.
Figure 2: Updated Mine Plan key parameters

Source: GOR
Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 2

Commissioning imminent
Commissioning on smaller processing plants historically takes about 9-10 weeks before
first gold. Since Gruyere’s infrastructure is substantially larger than other projects, we see
a longer lead time. We anticipate energizing of the power systems in early January
followed by commencement of dry commissioning in mid-January. We anticipate wet
commissioning to commence in early February and last for 8 weeks. Argonaut estimates
first gold production in mid-April 2019.

The Path forward and potential risk/rewards
We see GOR’s projections on the timing to first production as conservative, but readily
admit that large projects such as this rarely come in on time. Investors will likely remain
cautious on further cost escalation but with capex now within 2% of final forecast cost we
see the likelihood of further capex hikes as being highly unlikely. Seasonal rains are
prevalent during Jan-March, but since infrastructure is largely complete and the pre-strip
at Gruyere was completed in mid-2018. Mining operations have already commenced and
we anticipate GOR to have 500kt of ROM stockpiles at the time of first gold production.
GOR has already completed the first two years of grade control drilling as part of the
original Feasibility Study and the nature of the Gruyere orebody suggests a high level of
confidence in mine to mill reconciliation.

Valuation
We have revised our model in line with the 2018 LOM Plan and have aligned our forecast
production and costs in line with the Gold Fields update. Argonaut estimates commercial
production being achieved in the March Q of 2020. GOR continues to be a key pick in
Argonaut’s emerging gold producer space. GOR trades at a forward-looking
EV/Production of $3,000/oz with 50% ownership of an asset with one of the longest
reserve’s life in the ASX for a domestic gold asset. We see first production in the early June
Q and a commensurate de-risking of the project as this occurs. BUY maintained and target
price of $0.98ps (prior $0.99ps).
Figure 3. EV/Production vs FCF Margin – Global gold producers and developers

Source: Argonaut
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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).
For U.S. persons only
This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research
analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are
resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and
therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not required to
satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and
trading securities held by a research analyst account.
This report is intended for distribution by Argonaut Securities Pty Limited only to "Major Institutional Investors"
as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and
interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the
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In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations
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This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by
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made every effort to ensure the information in this report is accurate, but we do not make any representation
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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,
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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
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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.
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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.
Copyright
© 2018. 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.

Financial Advisers | Stockbroking & Research | Special Situations Financing | Page 5

