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GOLDSTONE RESOURCES*

GoldStone Resources today updated the JORC resource estimate on its flagship
brownfield Homase/Akrokerri gold licence in Ghana,
increasing
the overall resource
INITIATION
REPORT
size by 24% from 406,000 to 502,000 ounces of gold.
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3.88p‐8.88p

This is the first resource to include drilling data from GoldStone’s own exploration
work, instead of being solely based upon the historical data of previous project
owners, which was the case with the previous resource estimates. Encouragingly the
overall grade increased from 1.42 g/t to 1.74 g/t, thus improving the project’s potential
economic viability. It must be pointed out that the amount of resource in the higher
confidence category of ‘Measured’ did decline by around 44,000 ounces, from 157,298
to 113,000 (Figure 2). However in the next category of ‘Indicated’ the resource
improved by around 111,000 ounces, from 122,755 to 234,000. Nevertheless today’s
resource numbers should be viewed as an interim upgrade, as the management
anticipate upgrading the Homase/Akrokerri resource later this year to incorporate data
from 20 holes drilled since April 2012, should they prove positive. Of these 20 holes,
the assay results from 15 are awaited. As we have explained in this report,
Homase/Akrokerri may represent just one of the resources that could be identified in
the permit area, which lie within the fertile Ashanti gold belt, from where over 70m
ounces of gold have been discovered to date.
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*Optiva Securities acts as joint broker to
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We have re‐worked our numbers using today’s resource upgrade and arrived at a 15p
price target, which is unchanged from our previous estimate. The positive impact of a
larger JORC resource estimate has been negated by a lower amount of ounces in the
‘Measured’ category, as explained in more depth later in this research note. Our target
price of 15p, nevertheless represents considerable upside potential of almost 300%
from the current share price of around 4p. Investors should not forget we have only
considered the current exploration value of Homase/Akrokerri and not taken into
account projects elsewhere such as those in the gold exploration frontier countries of
Gabon and Senegal, where active exploration programmes are underway. A major
discovery in either country could surprise investors and completely change the nature
of this investment.
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GoldStone Resources Ltd
HOMASE & AKROKERRI (GHANA)
Homase/Akrokerri represents the Group’s most advanced project, which covers an area of
143 sq km. The project areas are located within the prolific Ashanti Gold Belt, where
around 70m oz of gold have been discovered and just 15km north‐east of the 42m ounce
Obuasi mine operated by Anglo‐Gold Ashanti. On the Homase permit, GoldStone owns 65%
and can earn an interest of up to 85%. At Akrokerri a 95.1% interest is held.
Ashanti Goldfields previously mined Homase during 2002 and 2003 from two open pits.
Around 40,000 ozs of gold were extracted, with mining limited to a strike length of 800
metres of the 4 km mineralised zone and ore trucked to the Obuasi processing plant.

Figure 1: Homase/Akrokerri Project area. – Source GoldStone Resources June 2012
“ ... has been expanded by Perseus from a
small open pit of 276,000 ounces to over
6m ounces.”

“Data from a further 20 holes drilled since
April 2012 will be used for an upgraded
resource, to be announced ...”
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GoldStone began drilling at Homase/Akrokerri in June 2011, with the twin objectives of
extending the existing resource and discovering new gold deposits. The vision is to repeat
the success of other explorers in the area that have expanded small open pit gold resources
to 1m ounces or more. One such example that stands out is the nearby gold deposit of
Edikan (formerly Ayanfuri) which has been expanded by Perseus from a small open pit of
276,000 ounces to over 6m ounces.
Drilling results from GoldStone’s exploration activities have been very positive. The main
deposit could be exploited via both open pit and underground mining. Today’s resource
upgrade incorporates results from 23 holes completed between June 2011 and March 2012,
which intersected mineralisation along a strike length of 640 metres under the northern
half of the Homase open pit. The upgrade estimate was also based upon exploration work
conducted by previous explorers and knowledge gathered by the authors at SEMS
Exploration Services Limited in West Africa. Data from a further 20 holes drilled since April
2012 will be used for an upgraded resource, to be announced hopefully later this year,
assuming they prove positive. Of these 20 holes, the results from only 5 have been assayed
and announced to date. These further 20 holes cover a much larger strike length of 1,600
metres and have been targeted at depth extensions of the mineral resource. Potential
exists to extend the mineralisation both north and south of the resources’ existing strike
length.

OPTIVA SECURITIES

3

GoldStone Resources Ltd
HOMASE & AKROKERRI (GHANA) Continued

“... same structural trend as the massive
42m ounce Obuasi gold mine.”

As today’s announcement outlined and can be seen from the soil anomaly areas and gold
prospects identified in figure 1, the potential may exist in the future to prove up other
resources on the permit area, beyond what has been already discovered at the main
Homase/Akrokerri pit. The management seem particularly excited about the potential of
the Adubrim prospect that runs parallel to the existing resource area, along with the
Akrokerri quartz vein system that was the subject of colonial mining activities when 75,000
ounces of gold at 24 g/t were extracted. Amongst numerous other targets, some enticingly
seem to be on the same structural trend as the massive 42m ounce Obuasi gold mine. Given
the abundance of exploration data gathered over the last year in Ghana, along with the
awaited results from the airborne VTEM survey, the management intend to pause active
drilling exploration for the time being, to analyse this enormous wealth of data to enable
future drill targets to be prioritised.

Resource
Category

Measured
Indicated
Measured
& Indicated
Inferred

TOTAL
(0.5 g/t cut off)

Former Gold JORC Resource
June 2011

New Gold JORC Resource
July 2012

Tonnage
(m’t)

Grade
(g/t)

Contained
Gold (oz)

Tonnage
(m’t)

Grade
(g/t)

Contained
Gold (oz)

3.03
2.70

1.61
1.42

157,298
122,755

1.55
4.17

2.26
1.75

113,000
234,000

5.73

1.52

280,053

5.72

1.89

347,000

3.15

1.24

125,503

3.27

1.47

155,000

8.87

1.42

405,556

8.99

1.74

502,000

Change
in Resource
‐/+ (oz)
to nearest
‘000
‐44,000
+111,000
+67,000
+30,000

+96,000

Figure 2: Combined Akrokerri/Homase Resource.
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GoldStone Resources Ltd
SENEGAL

“ Toro Gold a private London based
exploration company proved up
1.05m ounces of gold at 2.2 g/t on its
Mako project during a short 9‐month
...”

Sangola, Senegal ‐ The 100% owned project covers 471 sq km and is largely unexplored, but
highly prospective for a manifold of reasons including its location within a major gold
bearing system called the Main Transcurrent Shear Zone (MTZ) which contains Randgold’s
3.4m oz gold deposit at Massawa. More recently, Toro Gold, a private London based
exploration company proved up 1.05m ounces of gold at 2.2 g/t on its Mako project during
a short 9‐month drilling programme, when only 19 holes were drilled. Mako lies just north
of GoldStone’s Sangola permit area and underlines the prospectivity of the region, which
seems to be largely untapped.
The near term objective is to conduct a 15,000 metre rotary air blast drill programme. The
largest part of this was completed ahead of the wet season that started in June. The
objective of the programme is to test a 6km long surface anomaly at Thiabedji. Other
anomalies may be tested once the wet season is over. Along with the drilling results, we
may also learn further details from the airborne survey data and results of samples taken
from rock outcrops at Thiabedji in the coming months.

Figure 3: Senegal Project Area. Source GoldStone Resources June 2012

1 August 2012
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GoldStone Resources Ltd
OTHER GOLD PROSPECTIVE GOLD PROJECTS
Manso Amenfi, Ghana – Along with its main Homase/Akrokerri asset, the Group is also
advancing the Manso Amenfi grassroots project in Ghana. Covering 83 sq km, the project is
being pursued in partnership with Asasemu Mining, in which GoldStone is earning an
interest of up to 85%. Encouraging soil sampling results reported in August 2011 identified
several highly prospective targets. To date around 2,200 samples have been taken on the
permit.
“... the results of a €14m European
Union funded exploration programme
between 2005 and 2009 which identified
...”

Ngoutou & Oyem, Gabon ‐ The licences are the newest addition to the portfolio and cover
a total area of 1,031 sq km and are 100% owned. Both areas contain artisanal gold
workings in the streams that cut through gold anomalies. The management believe they
have ‘cherry picked’ the most promising areas in Gabon, based upon the results of a €14m
European Union funded exploration programme between 2005 and 2009 which identified a
number of gold anomalies. An initial 3,000 metre drill programme started at Oyem in late
July to test the central part of a 15km long by 400 metre wide gold in soil anomaly. Earlier
stage work is being conducted at Ngoutou to find out more about a soil anomaly that is
over 15 km long.

Figure 4: Gabon Project area. Source GoldStone Resources June 2012

1 August 2012
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GoldStone Resources Ltd
VALUATION
Our previous GoldStone valuations were benchmarked against Edison Investment
Research’s Gold Sector Research report (January 2010) which sampled 132 gold
companies quoted in London, Canada, Australia and Johannesburg to derive a weighted
average for each Inferred, Indicated and Measured ounce of gold at $33.7, $158.6 and
$339.9. A value was then computed by multiplying these figures against each GoldStone
JORC ounce, according to the confidence category in which the gold fell within. We also
adjusted Edison’s gold valuation numbers according to the prevailing gold price and
applied a 25% discount for prudence purposes. Given that the gold price has increased by
over 50% since January 2010, when Edison published its research, we feel it is time to
adopt an adjusted approach.
Our adjusted method links the exploration value of ounces in the ground to the spot
price. We have therefore valued each Measured, Indicated and Inferred resource ounce
against a different percentage of the current gold spot price. These values are in line with
Edison’s values per ounce in January 2010, when compared to the spot price at the time
of $1,100. As before, we have applied a 25% discount to these numbers. We have
therefore valued each Measured ounce at 23% of the current gold spot price of $1,620,
Indicated ounces at 11% and Inferred at 2%. These values correspond to Edison’s
research in 2010 minus a 25% discount for prudence purposes. An example of the
calculation for Measured ounces is outlined in Figure 5.
Edison Weighted Average as at Jan 2010 for Measured Ounces, per/oz

$339.9

Spot Gold Price, January 2010, per/oz

$1,100

Measured Average / Jan 2010 Spot Price

$339.9 / $1,100

Less 25%
Figure 5: Edison Jan 2010 to Present comparison
… the cash costs at Perseus Mining’s
nearby Edikan gold mine in Ghana are
$550 per ounce.

Our numbers do not include the Group’s
current estimated cash of $3.25m or
ascribe any exploration value to projects
in Senegal or Gabon.

30.9 * 0.75

30.9%
23%

As Edison highlighted in January 2010, investors are willing to pay much more for
resource ounces in the higher categories of Measured and Indicated than the lowest
category of Inferred. We believe the value for each Measured ounce at $372 could
represent around half the potential profit margin which could be made from any future
mining operation at Homase/Akrokerri, once CAPEX, operating costs, taxes and royalties
are taken into consideration. It is interesting to note the cash costs at Perseus Mining’s
nearby Edikan gold mine in Ghana are $550 per ounce.
As outlined below (Figure 5), a target price of 15.1p has been computed from today’s
upgraded JORC resource at Homase/Akrokerri. Despite an increased resource size and
grade, our valuation is almost the same as before (15.0p – 23 February 2012), due to the
lower amount of resource ounces in the Measured category. Our target price could move
higher if an upgraded resource estimate is made later this year. Our numbers do not
include the Group’s current estimated cash of $3.25m or ascribe any exploration value to
projects in Senegal or Gabon. An announcement of a major discovery in either country in
the coming months could therefore boost the valuation.
Resource
Category

JORC
Ounces

Measured
Indicated
Inferred

113,000
234,000
155,000

Valuation % of
Gold Spot Price
$1,620 per/ounce
23%
11%
2%

Value per
Ounce ($’)

Total Value
($’m)

372.6
178.2
32.4
TOTAL

42.1
41.7
5.0
$88.8m

GoldStone’s 85% interest

$75.5m

Conversion to Sterling £/$1.57

£48.1m

Price Per Share (shares in issue 318m)

15.1p

Figure 6: Share Resource Valuation.
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GoldStone Resources Ltd
SUMMARY
LOCATION STRENGTHS

“ ... a mature democratic culture and an
established gold mining industry with
major

“ ... yielded over 20m ounces of gold to
date, including a recent nearby 1m oz
discovery by Toro Gold.”



Located in the highly prolific Ashanti Gold Belt, where over 70m ounces of gold
have been discovered to date, the prospect of discovering a gold deposit
approaching one million ounces or more in the Homase pit area or elsewhere on
the Homase/Akokerri permits looks enticingly high.



Ghana is an excellent country to operate with a mature democratic culture and an
established gold mining industry with major international operators such as
Newmont, Gold Fields, AngloGold Ashanti and Golden Star Resources. A workable
taxation and legal enviroment makes Ghana a good place for a miner to operate.



All of GoldStone’s Ghana projects are located within trucking distance of existing
processing plants, which could provide an opportunity to provide early cash flow if
some of the permit areas are fast tracked to production.



Exploration potential of the 471 sq km Sangola licence application in Senegal,
which lies within an abundant gold belt that has yielded over 20m ounces of gold to
date, including a recent nearby 1m oz discovery by Toro Gold.



Early mover advantage in Gabon, where two gold explorations licences are held.
GoldStone is looking to capitalise on the €14m being spent by the European Union
to define the most prospective terrain in a country that has been largely
overlooked by other juniors.

PROJECT STRENGTHS

“ ... developed from small open pits of
40,000 and 276,000 ounces of gold
respectively to large 1.2m and 6m ounce
deposits.”

“... discovery of a mammoth 14m ounce
gold deposit at Fruta del Norte in
Ecuador.”

1 August 2012



At Homase only a small part of the mineralised zone was mined in 2002 and 2003
by Ashanti Goldfields in a much different gold price environment than today, when
the precious metal traded at $320 to $380.



The model for future success at Homase is Redback’s Chirano and Perseus’ Edikan
(formerly Ayanfuri) projects in Ghana. These were developed from small open pits
of 40,000 and 276,000 ounces of gold respectively to large 1.2m and 6m ounce
deposits.



Manso Amenfi lies along strike of two major gold trends that have yielded several
huge discoveries such as Ayanfuri.

KEY COMPANY & MANAGEMENT STRENGTHS


Cornerstone shareholder ASX listed Unity Mining (33.6%) provides both financial
and technical assistance.



GoldStone has an experienced, dedicated and capable management team,
including Exploration Director Dr Hendrik Schloemann, who made a significant
contribution to the discovery of a mammoth 14m ounce gold deposit at Fruta del
Norte in Ecuador.
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GoldStone Resources Ltd
THIS DOCUMENT IS NOT FOR DISTRIBUTION INTO THE UNITED STATES, JAPAN, CANADA OR AUSTRALIA
General disclaimers
This is a marketing communication under FSA rules. It has not been prepared in accordance with legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
This document, which presents the Optiva Securities Limited (“OSL”) research department’s view, cannot be regarded as “investment research” in
accordance with the FSA definition. The contents are based upon sources of information believed to be reliable but no warranty or representation,
expressed or implied, is given as to their accuracy or completeness. Any opinion reflects OSL’s judgement at the date of publication and neither OSL, nor
any of its affiliated or associated companies, nor any of their directors or employees accepts any responsibility in respect of the information or
recommendations contained herein which, moreover, are subject to change without notice. OSL accepts no liability whatsoever (in negligence or
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this document (except in
respect of wilful default and to the extent that any such liability cannot be excluded by the applicable law).
The document is confidential and is being supplied solely for your information. It must not be copied or re‐distributed to another person / organisation
without OSL’s prior written consent.
This is not a personal recommendation, offer, or a solicitation, to buy or sell any investment referred to in this document. The material is general
information intended for recipients who understand the risks associated with investment. It does not take account of whether an investment, course of
action, or associated risks are suitable for the recipient.
OSL manages its conflicts in accordance with its conflict management policy. For example, OSL may provide services (including corporate finance advice)
where the flow of information is restricted by a Chinese Wall. Accordingly, information may be available to OSLthat is not reflected in this document. OSL
and its affiliated or associated companies may have acted upon or used research recommendations before they have been published.
This document is approved and issued by OSL for publication only to UK persons who are authorised persons under the Financial Services and Markets Act
2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the rules of the Financial Services Authority. Retail clients (as defined by
rules of the FSA) must not rely on this document.
Specific disclaimers
OSL acts as joint broker to GoldStone Resources Limited (“GoldStone”). The author of this report Jason Robertson, along with some of OSL’s private and
institutional clients hold shares in GoldStone.
This document has been produced by OSL independently of GoldStone. Opinions and estimates in this document are entirely those of OSL as part of its
internal research activity. OSL has no authority whatsoever to make any representation or warranty on behalf of GoldStone.
NEITHER THIS DOCUMENTNOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OF AMERICA, OR DISTRIBUTED, DIRECTLY OR
INDIRECTLY, IN THE UNITED STATES OF AMERICA OR TO ANY US PERSON AS DEFINED IN REGULATION S UNDER THE UNITED STATES SECURITIES ACT OF
1933. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF UNITED STATES SECURITIES LAWS.
NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO CANADA OR DISTRIBUTED IN CANADA OR TO ANY INDIVIDUAL
OUTSIDE CANADA WHO IS A RESIDENT OF CANADA, EXCEPT IN COMPLIANCE WITH APPLICABLE CANADIAN SECURITIES LAWS.
NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO AUSTRALIA OR DISTRIBUTED IN AUSTRALIA OR TO ANY RESIDENT
THEREOF EXCEPT IN COMPLIANCE WITH APPLICABLE AUSTRALIAN SECURITIES LAWS. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY
CONSTITUTE A VIOLATION OF AUSTRALIAN SECURITIES LAWS.
NEITHER THIS DOCUMENT NOR ANY COPY OF IT MAY BE TAKEN OR TRANSMITTED INTO OR DISTRIBUTED INTO JAPAN OR TO ANY RESIDENT THEREOF
FOR THE PURPOSE OF SOLICITATION OR SUBSCRIPTION OR OFFER FOR SALE OF ANY SECURITIES. ANY FAILURE TO COMPLY WITH THIS RESTRICTION MAY
CONSTITUTE A VIOLATION OF JAPANESE SECURITIES LAWS.
NEITHER THIS REPORT NOR ANY COPY HEREOF MAY BE DISTRIBUTED IN ANY JURISDICTION OUTSIDE THE UK WHERE ITS DISTRIBUTION MAY BE
RESTRICTED BY LAW. PERSONS WHO RECEIVE THIS REPORT SHOULD MAKE THEMSELVES AWARE OF AND ADHERE TO ANY SUCH RESTRICTIONS.
Copyright © 2012 Optiva Securities, all rights reserved. Additional information is available upon request.
Optiva Securities Limited, 2 Mill Street, Mayfair, London, W1S 2AT
Tel: 0203 137 1902, Fax: 0870 130 1571
Member of the London Stock Exchange. Authorised and regulated by the FSA.
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