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GoldStone Resources Ltd. Plc. (AIM: GRL)
Company Profile
Goldstone is
a gold focused
exploration
and
development
company, bringing the Akrokeri and
Homase pits, located in Western
Ghana into production.

Goldstone is a gold exploration and development company, focused on
bringing the historic mines, Akrokeri and Homase, into production. Having
obtained a US$3m secured loan and US$1.3 in bond notes, Goldstone are in
the process of moving into phase one. This consists of low cost (US$651/oz)
heap-leach processing of the tailings and oxide zones of the orebody, to
produce a gold-in-carbon concentrate. With free-cashflow and exploration
along strike and to depth, the company is set to evolve into a mid-tier
producer in a unique manner.
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• Near term, development funded asset with production expected
later in 2020.
• Post-tax NPV10 $24.3m and IRR 275% at a gold price of $1500/oz.
• Production cashflow to help fund substantial exploration upside,
which is de-risked with historic drilling along the prolific Ashanti gold
belt.
• Infill RC drilling programme with the objective to increase the
mineable resource at depth at the Homase South Pit.

Opportunity
Goldstone Resources is a near to production project with a low-capex hurdle of
$3m to get into cash flow. Despite not obtaining an initial target of $7m, the team
have been able to modify the flow sheet to produce a gold-in-carbon concentrate,
rather than the premium dore gold bars. The team have been able to create a highly
profitable operation, with a post-tax IRR of 204% over a 5year LOM. Through freecashflow, the project will be able to grow organically, continuing exploration step
out drilling and refining the hard-rock resource, moving the company towards midtier scales of production.
The historical underground Akrokeri mine and Homase pit are both technically derisked as an exploration play, being that both are historical operations, with
production records of mined tonnages and head grades as well as historic drilling of
5,200m of DD and 24,807m of RC. Goldstone have built upon the 14,000m of RC
and DD step out drilling, and 3,946m of infill drilling for the resource and pit
definition.
With the focus on moving the company into production, the exploration upside has
been somewhat overlooked. Located along Ghana’s Ashanti Gold Belt, one of the
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most famous gold belts and host to many of the world’s largest gold deposits, including the Obuasi Mine of
34.05 Moz @ 7.30 g/t Gold (2017). Goldstones projects are located 12km, to the north-east and along strike
from this monster deposit, with distinct synergies between the orebody’s morphological characteristics,
despite the size difference.
A key factor to bringing an asset into production is the proximity to key operational infrastructure.
Goldstone’s assets are located 11km from HV grid power, 1km from sealed road and own their own stable
water source. Such facilities significantly reduce the capex requirements as well as time to production.

Map of the Goldstone property with the two projects Homase and Arkokeri, with the Obuasi Mine located 12km
to the south-west, along strike. Both the Homase and Arkokeri projects are open at depth and along strike, with
additional structures to test across the property.
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Assets
Homase Pit (100%)
Having converted the local partners 10% ownership to a 2% NSR, Goldstone now hold 100% interest in the
project. Historically mined by AngloGold Ashanti as two open pit operations, that later merged into one,
reportedly producing 52,500oz @ 2.5g/t gold down to a depth of 60m. The Goldstone team hold a JORC
resource over the project of 602,000oz, produced from previous drilling defined in 2012 down to 200m. The
resource is modelled down to a depth of 2500m, though still open at depth and along strike. Additional
drilling completed in 2016-17 by Goldstone has yet to be included in the resource (3 holes 250m).
Resource:
• Total of 602,000oz @ 1.77g/t Au (Measured 116,000oz @ 2.24g/t)
Notable Drill Intercepts at Homase Main:
• 13m @ 10.92g/t Au (inc. 10m @ 24g/t)
• 10.48 @ 7.44g/t Au
• 31m @ 2.17g/t

The Goldstone team have produced a 3-pit design over 4.4km of strike, within 8km of mineralised
strike. To bring the project into production, a heap leach plant has been designed, and the team are
poised to move into construction with a pending environmental licence from the Ghana authorities.
This will process 82,000oz of free digging oxide ore at 1.2g/t and 6,500oz of re-processing tailings
at 2.27g/t gold. With an average production of 14,400oz/yr for a total of 72,000oz of gold, in the
form of gold-in-carbon concentrate. Additionally, an infill RC drilling programme with the objective
to increase the mineable resource at depth (down to 60m vertically) at the Homase South Pit will
be conducted shortly.

Cross section of the Homase project over the 4.4km of strike. Homase Main and the Exploration Pit were
historically mined by AngloGold Ashanti in 2002-03. With additional drilling, goldstone have produced a JORC
resource and designed an additional three pits: Homase South, Central and North.
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Akrokeri Mine (100%)
Following water ingression issues, the underground operation was closed in 1909. During the 5 years the
operation was active, 75,000oz of gold was extracted at a recovered gold grade of 24g/t (not accounting for
recovery loss), with the operation working down to 800ft (244m). The team intend to complete an
underground exploration program, through refurbishing two historic shafts. These were sunk to 27m and
33m and will allow the Goldstone team access to the underground workings.
Notable drill intercepts:
1.2m @ 11.4g/t Au
2m @ 6.1g/t Au
1m @ 51g/t Au
Exploration is expected to test along strike of the Akrokeri Fissure to the North, South and to depth. The
team also hold data on four historic holes, located to the south of the mine and showing that the shear zone
extension is still open. The team are looking to expand on this work with further exploration activities.

Overview of the Akrokeri project showing the location of the North and Norton shaft with historic underground
mine workings, with exploration petechial.
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Loan Agreement
Goldstone have obtained a 14% secured loan with Asian Investment Management Services Ltd. for US$3m.
The loan has secured over 2,000 oz of gold at a price of US$1,500/oz, equating to the US$3m. Currently,
$0.3m of this loan has already been drawn down, with an additional tranch drawdown of $750,000 having
been requested.
In addition, Goldstone acquired US$1.3m through an unsecured bond note of 14%. Both the Loan and Bond
note will allow the project to move into production for Q4, 2020, despite restrictions and holdups
encountered from the Covid pandemic.

Financials
Goldstone have pulled back expenditures from their previous projection from $6.9m to $3m upfront capital
requirements. This enabled the team to get into production with a much lower hurdle rate to become cash
generative, however, in doing so they have adjusted to a lower value end product. To give this more clarity,
the team are continuing with the initial operation plan up to gold-in-carbon concentrate, which can be sold
onto nearby producers or on the international market though at a discount to gold price. The team will
develop the project through cashflow, building the gold room required to produce the premium Gold doré
bars.
The project will have a total capital requirement of US$11m (including 10% contingency), with an initial
upfront capital requirement of US$3m, now covered by the current debt facility and issued bond notes. With
cashflow planned for later in 2020, additional cash requirements will be payed out of production. Goldstone
have an additional option of obtaining capital, through tightly held outstanding warrants. This additional
capital of US$5.6m could in fact pay off the bond, as well as giving the company additional headroom. The
warrants are broken down as 172m @ 3p and 43.4m @ 1.2p and have an expiration date of 22/02/22.
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Analyst Risk Profile: A schematic of risk exposure any investor should consider regarding the company. Based on the authors
opinion incorporating company comparisons, experience and data available at time of writing.

Risks
The major risk to Goldstone is getting into production on time and on budget. Having pulled back the initial
capital requirements, producing a lower value gold-in-carbon concentrate, the team will want to get into
cashflow as soon as possible to build the additional infrastructure requirements for dore gold production.
Factors that could cause delays include additional pandemic holdups, technical-logistical challenges, and the
granting of environmental permits from the government.
Though Ghana is a West African nation, with associated bureaucratic and logistical challenges, it should be
noted that Ghana is in fact one of the most developed nations in the region, with a stable and supportive
government and experience mining work force.
Another challenge for the team will be to secure a favourable offtake agreement of the gold-in-carbon
concentrate. Naturally there will be a number of local producers who would be suitable consumers, in
addition to the international market, however the discount to gold price will need to be negotiated.

Investment Synopsis
Goldstone Resources is made up of a highly experienced and competent team who have a
proven track record of developing projects through exploration and into production. With
the critical addition of experience in West Africa we see the team getting the project into
production on time and on budget.
With the challenges of fundraising, pre-covid gold price boom, Goldstone have sacrificed
some of the upside to secure production. However, with the near-term cashflow, and highly
de-risked, prospective exploration upside, Goldstone hold a unique opportunity to grow into
a meaningful mid-tier producer in the medium to near future.
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The SI Capital recommendation structure is based on relative upside/downside to target price. The target price is set on a rolling 12 month view.
Upside or downside of 10% or more is categorised as Buy or Sell respectively, and less than 10% a Hold. Our Distribution of Recommendation
statistics table can be viewed at https://www.sicapital.co.uk/
We aim to cover company’s results or major events, but we do not guarantee to do so and coverage may cease at any time.
Although reasonable care has been taken SI Capital plc to ensure the facts stated and opinions given and projections made in this document are
fair and accurate, SI Capital Limited has not independently verified all the information given in this document.It is recommended that they should
seek independent advice from a suitably qualified professional advisor before taking any decisions in relation to the investments detailed herein.
The investments mentioned in this document may not be suitable for all recipients or be appropriate for their personal circumstances. The
information in this document is believed to be correct but cannot be guaranteed. Opinions constitute our judgement as of this date and are
subject to change without warning. The views expressed in this report accurately reflect the personal views of the author as at the date of the
report. The author did not receive compensation or other payments in connection with the specific recommendations or views expressed herein.
This document is not intended as an offer or solicitation to buy or sell securities. Si Capital, its officers and employees may have positions in the
securities mentioned herein. Past performance is not necessarily indicative of future performance and the value of investments may fall as well
as rise and the income from them may fluctuate and is not guaranteed. Clients may not recover the amount invested. Some securities carry a
higher degree of risk than others. The levels and basis of taxation can change. When we comment on AIM or ISDX Markets shares you should be
aware that because the rules for these markets are less demanding than those of the Official List of the London Stock Exchange the risks are
higher. There is a higher risk of losing the money you have invested. Furthermore, the marketability of these shares is often restricted, you may
have difficulty in selling your shares and there is often a big difference between the buying and selling price so that if you have to sell them
immediately after purchase you may get back much less than you paid for them. If you are in any doubt, you should consult your investment
advisor.
Owing to its size and structure and analysts’ involvement with existing and prospective clients, SI Capital does not hold its research out as being
impartial. As non-independent research, it is classified as a marketing communication under FCA rules and has not been prepared in accordance
with the legal requirements designed to promote the independence of investment research; and it is not subject to any prohibition on dealing
ahead of the dissemination of investment research.
SI Capital may actually or may seek to do business with companies covered in its research reports. The firm’s policy on managing actual or potential
conflicts of interest and other relevant disclosures can be viewed https://www.sicapital.co.uk/
Si Capital may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major US
Institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any failure to comply
with this restriction may constitute a violation of the relevant country’s laws for which SI Capital Plc does not accept responsibility. Surrey office
46 Bridge Street, Godalming Surrey, GU 71HL
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