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RESEARCH UPDATE 

 
Etruscan Resources Nears Production in Africa 

 
 

Etruscan Resources Inc. (TSX: EET) reports that construction at its Youga project in Burkina Faso is again accelerating now 
that the summer rains are receding.  Progress is advancing, allowing the Company to schedule their first gold pour in December 
of 2007 with anticipation of reaching full commercial production by the end of March, 2008.  Production from Etruscan’s 
100% owned Youga project should provide approximately $20 million for exploration of its land position in West Africa, the 
largest of any mining company, without diluting shareholders.   

 
 

Figure 1 – Foundations Poured at Youga, December 2006 (before) 
Source: Analyst 

When we visited the Youga project last year we 
were impressed with the level of planning and 
preparation to complete such a challenging pro-
ject (Figure 1).  The project is located in a land-
locked country with very little infrastructure, 
significant distance to commercial centers, and 
wet summer months.  Based on relative con-
struction experience of Etruscan’s peers in West 
Africa, analysts on the visit to Youga were po-
litely skeptical of the Company’s chances for 
completing the project in 12 months.  Etruscan 
previously completed construction of the Samira 
project in Niger, a harsher and less hospitable 
environment, so we were respectfully optimistic. 
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Source:    Etruscan 

Figure 2 – View from on Top of Conveyor 6 of the Plant at Youga, 
September 2007 (after) 

The Youga project remains substantially on sched-
ule and the budget has increased to $67 million 
from an original budget of $54 million.  While the 
budget and/or schedule increased due to a wetter 
than anticipated summer, slowing construction and 
delivery of critical path components, Etruscan also 
invested in a back up power source - a 10 MVA 
diesel-fired back up power plant, which should 
allow commissioning to begin in November until 
the main power line from Ghana is completed in 
December.   

The 11 km water pipeline and power line to the 
pumping station on the Volta River (Figure 3) has 
been completed.  While a temporary pumping ca-
pacity is in place, the permanent pumping station 
has not been completed due to high water levels.  
Interestingly, having visited the project in Decem-
ber, it is now difficult to imagine the river over-
flowing its banks. 

Figure 3 – Site of Youga Pump Station, Volta River, December 2006 
Source: Analyst 

The Youga project is substantially complete.  The contractors for blasting and mining are mobilized.  Overburden has been 
removed from the ore body of the main pit and the tailings facility is near completion.  The mine camp is fully operational.  
We suspect that activities should accelerate.  Most steelwork is complete and a number of important circuits are nearing com-
pletion.  Commissioning of circuits will go through dry, then wet, and finally ore based commissioning in November, with 
first gold pour scheduled for December. 
 

We suspect that the same skepticism of Etruscan’s ability to build a mine at Youga extends to the project’s economics and 
upside.  Etruscan has identified mineable reserves of 6.6 million tonnes, grading 2.7 g/t containing 580,000 ounces of gold.  
While this will sustain a mine life of only 6.6 years, we strongly suspect that the mine should be in operation for a signifi-
cantly longer period.  Most economic models are constrained by the defined resource without attribution to the resource po-
tential.   
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Etruscan holds 1,075 km² of contiguous land in the Youga Belt in Burkina Faso, and has identified six mineralized zones 
within three kilometers of the Youga milling facility.  In addition, upon our visit we noted artisanal miners between the plant 
and the Volta River, evidence of additional near surface mineralization.  While additional drilling may upgrade analyst mod-
els and NAV calculations, the real impact of Etruscan’s success will be providing cash flow for advancing Etruscan’s numer-
ous other projects. 
 

 

Note:  Etruscan also recently announced closing the acquisition of the Tirisano Mine in South Africa by Etruscan Diamonds.  
Etruscan has a 53.7% interest in Etruscan Diamonds.  We believe that with additional development of diamond resources 
over the next 12 months, an investment opportunity may appear on par to Etruscan’s gold exploration properties in West 
Africa. 

Figure 4 – Artisanal Miners near Youga Project, December 2006 
Source: Analyst 

Etruscan has completed a gold price protection 
program to “lock in” cash flow from production 
at Youga.  The Youga project’s estimated aver-
age cash costs are $345 per ounce ($50 more 
until connected to the grid).  For the period of 
the program, Etruscan locks in profits up to a 
gold price of $629 per ounce.  Etruscan receives 
100% of the price over this amount up to $700 
per ounce, and 55% of the benefit over this 
level.  While analysts may prefer complete expo-
sure to higher metal prices, we see the benefit 
pale in comparison to the upside from a sus-
tained exploration/development of Etruscan’s 
multiple other opportunities.  Given Etruscans 
large and diversified land package and their his-
tory and relationships with West African na-
tions, Etruscan has an unappreciated and well 
mitigated risk profile.  We maintain a Strong 
Buy rating for shares of Etruscan. 
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DISCLOSURES: 
Beacon Rock Research, LLC provides information and analysis on selected companies, with a focus on small-cap and micro-cap companies.   
 
This report has been written in accordance with current SEC regulations and the Standards of Practice developed by the Chartered Financial Analyst Institute 
(CFAI).  Our research has been conducted by employing analytical practices generally accepted as standard within the analytical industry.  In this instance, a 
comparison of financial strength, a bottom-up earnings projection based on the U.S. economy, and relative multiples, were employed.  The target price was calcu-
lated on comparative EPS, sales and book value multiples, and our knowledge of small-cap markets when enjoying both a sector and a cyclical rebound.  Our 
conclusions are, by the very nature of forecasting, speculative, but are also reasonable, supportable and consistent. 
Key to disclosures:  
 

1. The research analyst or a member of the research analyst’s household has a financial interest in the securities of the Subject Com-
pany in the form of a long position.  

2. The Subject Company is paying an annual fee totaling $50,000 to SLB Equity Research, LLC., one of its affiliates, for research cover-
age, institutional introductions, and other awareness building services. 

3. The research analyst principally responsible for preparing this research report received compensation based upon various factors, in-
cluding SLB Equity Research, LLC total revenue. 

4. This report was prepared exclusively for the benefit of institutional investors and may or may not receive compensation directly or in 
soft dollar arrangements. 

 
The analyst, Mike Niehuser, hereby certifies that the research conclusions and recommendation contained herein accurately reflects his personal views about the 
industry, company and shares and also hereby certifies that no part of his research compensation was or will be directly or indirectly related to the earnings esti-
mates, target price or recommendation about the security.  
 
The research provided herein should not be considered a complete analysis of every material fact regarding the companies, industries or securities named above.  
The opinions expressed herein reflect the analysis and judgment of the author on the date of publication and are subject to change without notice.  Facts have been 
obtained from sources considered reliable but should not be construed as complete and are not guaranteed to be accurate.  Beacon Rock Research, LLC; its mem-
bers; employees and their families may have positions in the securities covered within the research material above and may make purchases or sales while this 
report is in circulation.  Additional information on the subject companies is available upon request. 
 

 EQUITY RECOMMENDATION SYSTEM: 
 
 Buy   Immediate purchase is recommended.  The security expected to outperform the market over the next 12 to 18 months. 
 
 Hold  Holding the stock is recommended because the share price’s appreciation potential is less than or equal to the market. 
 
 Sell   The stock has reached the target price objective and/or conditions have changed sufficiently to alter the outlook for the stock. 
 

 EQUITY RISK SYSTEM: 
 
 High  The security is more volatile than the market and/or the company is more leveraged than its peer group.   
 
 Moderate  The security has about the same volatility as the market and/or the company carries a level of leverage in line with its peer group. 
 
 Low   The security is less volatile than the market and/or the company is less leveraged than its peer group. 
 

 DISTRIBUTION OF RECOMMENDATIONS: 
 

At this time, there are an insufficient number of companies under coverage to generate usable distribution information or draw any conclusions regarding bias 
about the research methodology.  Prospective companies are screened and evaluated by sales personal and research analysts with the investment thesis and overall 
research recommendation developed before the commission is established. 


