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RIDGE RESOURCES LTD
(TO BE RENAMED CARDINAL RESOURCES LIMITED)
ACN 147 325 620

NOTICE OF ANNUAL GENERAL MEETING
AND
EXPLANATORY MEMORANDUM

IMPORTANT INFORMATION
This is an important document that should be read in its entirety.
If you do not understand it you should consult your professional advisers without delay.
An independent expert’s report is attached to this Notice of Meeting, in Schedule 6 as required by Listing Rule 10.1. The report
concludes that the transaction the subject of Resolutions 6 and 7 in this Notice of Meeting is fair and reasonable to the
Company’s non-associated Shareholders for the reasons set out in the report.

If you wish to discuss any aspect of this document with the Company please contact
Mr Alec Pismiris on telephone (+61 8) 6263 0888.

RIDGE RESOURCES LTD
ACN 147 325 620
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NOTICE OF ANNUAL GENERAL MEETING
Notice is hereby given that the Annual General Meeting of the Shareholders of Ridge Resources Ltd will
be held at The Boulevard Centre, 99 The Boulevard, Floreat, Western Australia at 10am (WST) on 19
November 2012 to conduct the following business and to consider, and if thought fit, to pass the
following Resolutions.
AGENDA
ORDINARY BUSINESS
FINANCIAL & OTHER REPORTS
To receive and consider the financial report for the year ended 30 June 2012 and the accompanying
Directors’ Report, Directors’ Declaration, and Auditor’s Report.
RESOLUTION 1 – ADOPTION OF THE REMUNERATION REPORT
To consider, and if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That the Remuneration Report that forms part of the Directors’ Report for the financial period
ended 30 June 2012, be adopted.”
The Remuneration Report is set out in the Directors’ Report in the Annual Report. Please note that the
vote on this Resolution is advisory only and does not bind the Directors or the Company.
Voting Exclusion: In accordance with sections 250R and 250BD of the Corporations Act 2001, the
Company will disregard any votes cast on this Resolution by any Key Management Personnel (“KMP”)
and a closely related party of a KMP. However, the Company need not disregard a vote if it is cast by a
KMP or a closely related party of a KMP as proxy for a person who is entitled to vote, in accordance
with the directions on the proxy form, or it is cast by a chairperson of the Meeting as proxy for a person
who is entitled to vote, in accordance with the direction on the proxy form to vote as the proxy decides,
or it is cast by a chairperson of the Meeting as proxy for a person who is entitled to vote, the proxy is
undirected and the proxy form expressly authorises the chairperson to vote the proxy on this Resolution.
The Company’s KMPs are set out in the Remuneration Report. Generally speaking they are people
having authority and responsibility for planning, controlling and directing the Company’s activities in a
direct or indirect manner. KMPs include the Directors, and senior executives of the Company.
A closely related party of a KMP generally speaking means a spouse, child, or dependant of the key
management personnel, or a child or dependant of the spouse of the KMP. It includes anyone else who
is a member of the key management personnel’s family who would influence or may be expected to
influence the KMP in relation to his or her dealings with the Company. It also includes any company
which is controlled by the KMP, and includes any other people prescribed as closely related parties by
ASIC in the regulations to the Corporations Act.
KMPs and their closely related parties will commit an offence under the Corporations Act if they vote in
relation to this Resolution in breach of the voting restrictions.
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To consider, and if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That Mr Alec Christopher Pismiris, having retired in accordance with the Company’s
Constitution and, being eligible, offers himself for re-election, be re-elected as a Director of the
Company with immediate effect.”
SPECIAL BUSINESS
RESOLUTION 3 – APPROVAL OF CHANGE OF SCALE
To consider, and if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all other Transaction Resolutions, for the purpose of
Listing Rule 11.1.2 and for all other purposes, approval is given to the Company to
make a significant change to the scale of its activities, including approval for the Company to
acquire 100% of the share capital of Cardinal Resources Limited on the terms and conditions
set out in the Explanatory Memorandum accompanying this Notice.’
Voting Exclusion: The Company will disregard any votes cast on this Resolution by any person who
might obtain a benefit, except a benefit solely in the capacity of a holder of ordinary securities, if this
Resolution is passed, and any associates of those persons. Any vote cast by a Shareholder who is also
a Cardinal Shareholder will be disregarded. However, the Company need not disregard a vote if it is
cast by a person as a proxy for a person who is entitled to vote, in accordance with the directions on the
proxy form or it is cast by the person chairing the meeting as proxy for a person who is entitled to vote,
in accordance with a direction on the proxy form to vote as the proxy decides.
RESOLUTION 4 – APPROVAL FOR ENTITLEMENTS OFFER
To consider, and if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all other Transaction Resolutions, for the purpose of Listing
Rule 7.11.3 and for all other purposes, approval be and is hereby given to the Company
conducting the Entitlements Offer on a non-renounceable basis for the purposes, and on the
terms and conditions, set out in the Explanatory Memorandum accompanying this Notice.”
Voting Exclusion: The Company will disregard any votes cast on this Resolution by a substantial
holder of the Company (as defined in the Listing Rules) and any proposed underwriter or subunderwriter of the Entitlements Offer and any associate of that person. However, the Company need
not disregard a vote if it is cast by a person as a proxy for a person who is entitled to vote, in
accordance with the directions on the proxy form or it is cast by the person chairing the meeting as
proxy for a person who is entitled to vote, in accordance with a direction on the proxy form to vote as the
proxy decides.
RESOLUTION 5 – APPROVAL OF PERFORMANCE SHARES
To consider and, if thought fit, to pass, with or without amendment, the following resolution as a special
resolution:
"That, subject to the passage of all other Transaction Resolutions, for the purposes of
Section 246B of the Corporations Act and for all other purposes, the Company be authorised to
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create two new classes of shares on the terms and conditions in Schedule 2 and 3
("Performance Shares") and in the Explanatory Memorandum accompanying this Notice."
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RESOLUTION 6 – APPROVAL OF ISSUE OF SECURITIES TO ACQUIRE CARDINAL RESOURCES
LIMITED
To consider, and if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all other Transaction Resolutions, for the purposes of
Listing Rule 7.1 and for all other purposes, Shareholders approve and authorise the
Directors to issue and allot:
(a) up to 33,000,000 Shares and 16,500,000 Options to the shareholders of Cardinal
Resources Limited in consideration of the acquisition of 100% of the issued capital of
Cardinal Resources Limited;
(b) up to 1,500,000 Shares and 750,000 Options in full satisfaction of US$300,000 of loans
made to Cardinal Resources Limited;
(c) up to 50 Class A Performance Shares each Class A Performance Share convertible into
100,000 Shares upon the achievement of certain milestones, to nominees of Cardinal
Resources Limited; and
(d) up to 50 Class B Performance Shares each Class B Performance Share convertible into
100,000 Shares upon the achievement of certain milestones, to nominees of Cardinal
Resources Limited;
in accordance with the terms and conditions in the Explanatory Memorandum accompanying this
Notice.”
Voting Exclusion: The Company will disregard any votes cast on this Resolution by any person who
may participate in the proposed issue and any person who might obtain a benefit, except a benefit
solely in the capacity of a holder of ordinary securities, and any associates of those persons. A vote
cast by a Shareholder who is also a Cardinal Shareholder will be disregarded. However, the Company
need not disregard a vote if it is cast by a person as a proxy for a person who is entitled to vote, in
accordance with the directions on the proxy form or it is cast by the person chairing the meeting as
proxy for a person who is entitled to vote, in accordance with a direction on the proxy form to vote as the
proxy decides.
RESOLUTION 7 – ACQUISTION OF A SUBSTANTIAL ASSET FROM A RELATED PARTY AND
ISSUING SECURITIES TO A RELATED PARTY
To consider, and if thought fit, to pass, with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all other Transaction Resolutions, for the purpose of Listing Rules 10.1
and 10.11, and Section 208 of the Corporations Act and for all other purposes, approval is given for the
Company to issue:
(a) 562,500 Shares; and
(b) 281,250 Options,

3

For personal use only

to ACP Investments Pty Ltd, an entity controlled by Mr Alec Pismiris, or its nominee, in consideration for
the acquisition of all of the shares in Cardinal Resources Limited held by ACP Investments Pty Ltd on
the terms and conditions set out in the Explanatory Statement accompanying this Notice.”
Voting Exclusion: The Company will disregard any votes cast on this Resolution by a party to the
transaction, a person who is to receive securities in relation to the Company, ACP Investments Pty Ltd,
Mr Alec Christopher Pismiris, and any associate of these persons. However, the Company need not
disregard a vote if it is cast by a person as a proxy for a person who is entitled to vote, in accordance
with the directions on the proxy form or it is cast by the person chairing the meeting as proxy for a
person who is entitled to vote, in accordance with a direction on the proxy form to vote as the proxy
decides.
RESOLUTION 8 – ISSUE OF UNDERWRITER OPTIONS TO AZURE CAPITAL LIMITED
To consider, and if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all other Transaction Resolutions, for the purposes of
Listing Rule 7.1 and for all other purposes, Shareholders approve and authorise the
Directors to issue and allot 5 million Underwriter Options to Azure Capital Limited (or its
nominee/s) on the terms and conditions set out in the Explanatory Memorandum
accompanying this Notice”
Voting Exclusion: The Company will disregard any votes cast on this Resolution by any person who
may participate in the proposed issue and a person who might obtain a benefit, except a benefit solely
in the capacity of a holder of ordinary securities, and any associates of those persons. However, the
Company need not disregard a vote if it is cast by a person as a proxy for a person who is entitled to
vote, in accordance with the directions on the proxy form or it is cast by the person chairing the meeting
as proxy for a person who is entitled to vote, in accordance with a direction on the proxy form to vote as
the proxy decides.
RESOLUTION 9 – ELECTION OF MR KLAUS ECKHOF AS A DIRECTOR
To consider and, if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all Transaction Resolutions, that, for all purposes, Mr Klaus
Eckhof be appointed as a Director.”
RESOLUTION 10 – ELECTION OF MR ARCHIE KOIMTSIDIS AS A DIRECTOR
To consider and, if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all Transaction Resolutions, for all purposes, Mr Archie
Koimtsidis be appointed as a Director.”
RESOLUTION 11 – ELECTION OF MR MARCUS MICHAEL AS A DIRECTOR
To consider and, if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all Transaction Resolutions, for all purposes, Mr Marcus
Michael be appointed as a Director.”

4

RESOLUTION 12 – ELECTION OF MR MALIK EASAH AS A DIRECTOR

For personal use only

To consider and, if thought fit, to pass with or without amendment, the following resolution as an
ordinary resolution:
“That, subject to the passage of all Transaction Resolutions, for all purposes, Mr Malik Easah
be appointed as a Director.”
RESOLUTION 13 – CHANGE OF NAME
To consider, and if thought fit, pass the following resolution as a special resolution:
“That, subject to the passage of all Transaction Resolutions, and with effect from the time that
Completion occurs the name of the Company be changed to “Cardinal Resources Limited”.
DATED THIS 2nd DAY OF OCTOBER 2012
BY ORDER OF THE BOARD

J SHERVINGTON
CHAIRMAN
Notes:
Definitions
Terms which are used in this Notice and which are defined in Section 12 of the Explanatory
Memorandum have the meanings ascribed to them therein.
Note
If you have recently changed your address or if there is any error in the name and address used for this
notice please notify the Company Secretary. In the case of a corporation, notification is to be signed by
a director or company secretary.
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A Shareholder who is entitled to vote at this Meeting has a right to appoint a proxy and should use the
proxy form enclosed with this notice. The proxy need not be a Shareholder of the Company and can be
an individual or a body corporate.
A body corporate appointed as a Shareholder’s proxy may appoint a representative to exercise any of
the powers the body may exercise as a proxy at the Meeting. The representative should bring to the
Meeting evidence of this appointment, including any authority under which the appointment is signed,
unless it has previously been given to the Company.
A Shareholder who is entitled to cast 2 or more votes may appoint 2 proxies and may specify the
proportion or number of votes each proxy is appointed to exercise. If a Shareholder appoints 2 proxies
and the appointment does not specify the proportion or number of the Shareholder’s votes each proxy
may exercise, section 249X of the Corporations Act will take effect so that each proxy may exercise half
of the votes (ignoring fractions).
A proxy’s authority to speak and vote for a Shareholder at the meeting is suspended if the Shareholder
is present at the meeting.
The proxy form must be signed and dated by the Shareholder or the Shareholder’s attorney. Joint
Shareholders must each sign.
Proxy forms and the original or a certified copy of the power of attorney (if the proxy form is signed by
an attorney) must be received:


at 52 Ord Street, West Perth, Western Australia, 6005; or



on facsimile number +61 8 9481 5142,

not later than 10am (WST) on 16 November 2012.
Pursuant to regulation 7.11.37 of the Corporations Regulations, the Board has determined that the
shareholding of each Shareholder for the purposes of ascertaining the voting entitlements for the
Meeting will be as it appears in the share register at 11 am (WST) on 17 November 2012.
Bodies Corporate
A body corporate may appoint an individual as its representative to exercise any of the powers the body
may exercise at meetings of a company’s shareholders. The appointment may be a standing one.
Unless the appointment states otherwise, the representative may exercise all of the powers that the
appointing body could exercise at a meeting or in voting on a resolution.
The representative should bring to the Meeting evidence of his or her appointment, including any
authority under which the appointment is signed, unless it has previously been given to the Company.
Access to the Independent Expert’s Report
A copy of the Independent Expert’s Report can be found on the Company’s website
(www.ridgeresources.com.au).
If a Shareholder requests a copy of the Independent Expert’s Report, the Company will provide a hard
copy of the Independent Expert’s Report at no cost to the requesting Shareholder.
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EXPLANATORY MEMORANDUM
This Explanatory Memorandum forms part of a Notice convening the Annual General Meeting of
Shareholders of Ridge Resources Ltd to be held at The Boulevard Centre, 99 The Boulevard, Floreat,
Western Australia at 10 am (WST) on 19 November 2012. This Explanatory Memorandum is to assist
Shareholders in understanding the background to and the legal and other implications of the Notice and
the reasons for the Resolutions proposed. Certain terms used in this Explanatory Memorandum are
defined in Section 12.
1.

FINANCIAL AND OTHER REPORTS

As required by section 317 of the Corporations Act, the financial report for the year ended 30 June 2012
and the accompanying Directors’ Report, Directors’ Declaration and Auditor’s Report will be laid before
the Meeting.
Neither the Corporations Act nor the Company’s Constitution requires a vote on the reports. However,
Shareholders will have an opportunity to ask questions about the report at the Annual General Meeting.
Shareholders will also be given a reasonable opportunity to ask the Auditor questions about the
auditor’s report and audit conduct. Written questions may be submitted 5 business days prior to the
Meeting addressed to the Chairman and sent to the Company’s registered office, about the
management of the Company, or addressed to the Company’s auditor and sent to the Company’s
registered office about audit conduct, accounting policies used by the Company and auditor
independence. General questions about the management of the Company will also be taken.
2.

RESOLUTION 1 – ADOPTION OF REMUNERATION REPORT

As required by the Corporations Act, the Board is presenting the Remuneration Report to Shareholders
for consideration and adoption by a non-binding vote. The Remuneration Report contains:





information about Board Policy for determining the nature and amount of remuneration of the
Company’s Directors and senior executives;
a description of the relationship between remuneration policy and the Company’s performance;
a summary of performance conditions, including a summary of why they were chosen and how
performance is measured against them; and
remuneration details for each executive and non-executive Directors, and Key Management
Personnel.

The Remuneration Report, which is part of the 2012 Annual Report, has been sent to Shareholders
(except those who have made an election not to receive the Annual Report). Copies of the 2012 Annual
Report are available by contacting the Company’s Share Registry or visiting the Company’s web site
(www.ridgeresources.com.au).
The Meeting presents an opportunity to discuss the Remuneration Report for Shareholders who are
interested in doing so. The vote on this Resolution is advisory only and does not bind the Directors or
the Company.
Shareholders are informed that under recent reforms to the Corporations Act, if 25% or more of the vote
on this Resolution are against adopting the Remuneration Report, the Company will be required to
consider and report to Shareholders in the next Remuneration Report on what action is proposed to be
(if any) or has been taken in response to Shareholder concerns, and if no action is proposed to be
taken, the Board’s reasons for this.
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Shareholders also need to be aware that as a result of the new legislation which became effective on 1
July 2011 a “two strikes” process will apply to the results of voting in relation to this Resolution. This
means that if the resolution proposing adoption of the Remuneration Report receives a “no” vote of over
25% of votes cast by those attending in person or by proxy and permitted to vote, at two successive
annual general meetings, then at the Company’s 2013 annual general meeting, an extra resolution must
be put to the meeting proposing that another general meeting should be held within 90 days of the
second annual general meeting. A simple majority of over 50% of the votes cast at the 2013 annual
general meeting is required to pass this extra resolution. If the resolution is passed, within 90 days
another general meeting must be held at which all the Directors, except the Managing Director and any
new Directors appointed since the date of the 2013 annual general meeting, will be required to resign
and offer themselves for re-election. These provisions are colloquially referred to as the “two strikes
rule” and the “spill resolution” to be put to the “spill meeting”.
If at the spill meeting, the resolutions are all passed against re-electing the relevant Directors, the
legislation includes a mechanism to ensure the Board continues with the statutory required minimum of
3 Directors. After the Managing Director, the remaining two positions will be filled by the Directors
whose re-election resolutions at the spill meeting received the highest percentage of votes in favour of
re-election. If the number of votes is the same for two Directors, the Managing Director and any other
Director whose re-election has been confirmed at this spill meeting, can choose who is to become the
third Director, with such appointment to be confirmed by shareholders at the 2014 annual general
meeting. The ramifications of this mechanism being invoked include that the Company would not be in
compliance with its corporate governance policies as a result of not having three independent directors
on the Company’s audit committee or any other committees requiring independent directors.
Furthermore, depending on the outcome of voting at the subsequent annual general meeting,
Shareholders may be obliged to consider a resolution to requiring the full Board (excluding the
Managing Director) to seek re-election.
The Chairman intends to vote all available proxies in favour of adopting the Remuneration Report. If the
Chairman of the Meeting is appointed as your proxy and you have not specified the way the Chairman
is to vote on Resolution 1, by signing and returning the proxy form, the Shareholder is considered to
have provided the Chairman with express authorisation for the Chairman to vote the proxy in
accordance with the Chairman’s intentions.
3.

RESOLUTION 2 - RE-ELECTION OF MR ALEC PISMIRIS AS A DIRECTOR

Resolution 2 deals with the re-election of Mr Alec Christopher Pismiris who retires by rotation as
required by the Company’s Constitution and the Listing Rules and being eligible, has offered himself for
re-election.
Mr Pismiris (B.Com, ICSA) is currently an executive director of Azure Capital Limited, a company which
provides corporate advisory services. He is also a director of several companies listed on ASX and of
several public and private companies. Mr Pismiris completed a Bachelor of Commerce degree at the
University of Western Australia and is an associate of Chartered Secretaries Australia. Mr Pismiris has
over 25 years’ experience in the securities, finance and mining industries.
All the Directors except for Mr Alec Pismiris recommend that Shareholders vote in favour of Resolution
2.
4.

RESOLUTION 3 – APPROVAL FOR CHANGE IN NATURE AND SCALE

4.1

Overview of change of activities

Ridge is a public company listed on the Official List of ASX (ASX Codes : RID and RIDO).

8

The Company operates as a Western Australian mineral exploration company, until recently, focussing
on the Mt Alexander project.
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As first announced on 27 August 2012, the Company intends to change the scale of its activities by
virtue of the acquisition of 100% of the share capital of Cardinal Resources (“Acquisition”).
Accordingly, Resolution 3 seeks approval from Shareholders for a change in the scale of its activities
together with authority to be given to the Company’s Board to make the Acquisition in accordance with
the terms of the Implementation Agreement.
The Acquisition constitutes a significant change in the scale of the Company’s activities, and
consequently requires approval pursuant to Listing Rule 11.1.2.
Shareholders should also note that the passing of Resolution 3 is conditional upon all other Transaction
Resolutions being passed.
4.2

ASX Listing Rule 11.1

Listing Rule 11.1 provides that where an entity proposes to make a significant change, either directly or
indirectly, to the nature and scale of its activities, it must provide full details to ASX as soon as
practicable and comply with the following:
(a)

provide to ASX information regarding the change and its effect on future potential earnings, and
any information that ASX asks for;

(b)

if ASX requires, obtain the approval of holders of its shares and any requirements of ASX in
relation to the notice of meeting; and

(c)

if ASX requires, meet the requirements of Chapters 1 and 2 of the Listing Rules as if the
Company were applying for admission to the Official List.

ASX has indicated to the Company that, given the significant change in the scale of the activities of the
Company upon completing the Acquisition, it requires the Company to:
(a)

obtain the approval of its Shareholders for the proposed change of activities; and

(b)

re-comply with the admission requirements set out in Chapters 1 and 2 of the Listing Rules.

For this reason, the Company is seeking Shareholder approval for the Company to change the scale of
its activities under Listing Rule 11.1.2.
4.3

Acquisition of Cardinal

As announced on 27 August 2012, the Company has entered into the Implementation Agreement with
Cardinal Resources (summarised in Section 4.4 below) to acquire 100% of the share capital of Cardinal
Resources.
The principal assets of Cardinal are the Ghanaian Projects and the DRC Projects. Technical
Information regarding the Ghanaian Projects and the DRC Projects are set out in Sections 4.5, 4.6 and
4.7 below and in the Independent Geologist’s Report in Schedule 7.
4.4

Summary of the Implementation Agreement

Pursuant to the Implementation Agreement, the Company has agreed to make the Acquisition on the
following key terms (summarised):
9
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Completion of the Acquisition is conditional upon:
(a)

acceptances being received by all Cardinal Shareholders in respect of all Cardinal Shares on
or before the Closing Date of the Offers;

(b)

the successful completion of the Entitlements Offer whereby no less than $4 million is raised
thereunder by the Company;

(c)

ASX granting permission for the Shares and Options to be offered under the Offers to be
admitted to quotation on ASX on or before the Completion Date (subject to any restrictions
imposed by ASX with respect to Shares and Options the subject of the Cardinal Offer);

(d)

All necessary approvals required for the completion of the transactions contemplated by the
Implementation Agreement being obtained by the passage of resolutions at the Meeting to be
held no later than 30 November 2012; and

(e)

The accepting Cardinal Shareholders acknowledging that ASX may classify some or all of the
Shares and Options to be issued to them as restricted securities.

Consideration
The consideration payable with respect to the Acquisition is as follows:
(a)

30,750,000 Shares and 15,375,000 Options to be offered pro rata amongst the existing Cardinal
Shareholders according to the respective number of Cardinal Shares held by them;

(b)

1,500,000 Shares and 750,000 Options in full satisfaction of the Cardinal Loan;

(c)

50 Class A Performance Shares;

(d)

50 Class B Performance Shares;

(e)

Cardinal may, prior to Completion issue no more than a further 3 million Cardinal Shares at a
price of no less than 10 cents per Cardinal Share. In the event that Cardinal issues further
Cardinal Shares prior to the Completion, 3 Shares for every 4 such Cardinal Shares and 1
Option for every 2 Shares so issued will be offered to the relevant Cardinal Shareholders to the
respective number of Cardinal Shares held by them.

Loan Facility
The Company will also make available to Cardinal, from the date on which Ridge shareholder approval
is obtained, a loan facility of $100,000 to be used for expenditure by Cardinal on or in respect of the
Ghanaian Projects and DRC Projects. In the event that Completion does not occur any monies
advanced to Cardinal will be repaid to the Company within 6 months of the proposed Completion Date
and will incur interest at the rate of 9% per annum.
Warranties and Covenants
The Implementation Agreement contains warranties and covenants in respect of Cardinal Resources,
the Ghanaian Projects, the DRC Projects and other matters that are typical for an agreement of this
nature.
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Pursuant to the Implementation Agreement, at Completion the Company will procure the appointment of
Messrs Klaus Eckhof, Marcus Michael, Archie Koimtsidis and Malik Easah as Directors of the Company.
Further details in this respect are included in Section 10.
4.5

Ghanaian Projects

Cardinal is the beneficial owner of Ghanaian gold exploration assets, the Bolgatanga Project area and
the Subranum Project comprising circa 734 km² of granted tenements.
The Bolgatanga Project is located in a Paleoproterozoic granite-greenstone belt in northeast Ghana
close to the border with Burkina Faso. The Subranum Project is situated in the south western portion of
the country, also within a Paleoproterozoic granite-greenstone belt. Gold mineralisation in Ghana and
along strike in Burkina Faso is principally located within the greenstone belts. There is significant
production from a number of gold mines in both regions, as well as from numerous small artisanal
workings, see Figure 1.

Figure 1: Location of the Bolgatanga and Subranum Projects
in relation to nearby gold projects
11
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The Projects
The Bolgatanga Project area is located within a series of highly prospective granite-greenstone belts,
the Bole-Nangodi belts. Similarly, the Subranum project is hosted within the Sefwi-Bibiani granitegreenstone belt. The belts are a NE extension to the Paleoproterozoic aged Birimian basins that formed
during the collision between the West African and Guyana Archean Shields.
Bolgatanga Project
Cardinal Resources Ghana Limited (“Cardinal Ghana”), a Ghanaian registered Company and a wholly
owned subsidiary of Cardinal, is the registered holder of the Kungongo & Bongo Reconnaissance
Licences and the Ndongo Prospecting Licence, collectively the “Bolgatanga Project”.
The Bolgatanga Project is situated within the Upper East Region of Ghana near the town of Bolgatanga
and the project area covers circa 660km2 of Paleo-Proterozoic greenstone belts in the NE of Ghana.
The Kungongo and Bongo leases cover part of the NE extensions of the Bole Belt whilst the Ndongo
lease straddles the Nangodi Greenstone Belt.
The Nangodi Greenstone Belt is the southern portion of the greenstone belt that crosses into Burkina
Faso where the Youga gold mine is located. Locally, the belt trends NNE-SSW over a distance of 30 km
and turns to a more ENE-WSW trend in the south of the area.
The historic Nangodi gold mine is located nearby and produced 18,620 oz Au from 23,600 tonnes,
approximately 0.77 ozs per tonne (23.9 g/t Au) (Ghana Department of Mines records 1938).
The belt is comprised of Birimian-aged interbedded metavolcanics (mainly basalt flows), metasediments
(phyllites) and occasional cherty horizons. Some small basic to intermediate intrusions occur within the
belt are associated with gold mineralisation. Metasediments of Tarkwaian age occur adjacent and
beneath the belt. This is recognised as important as the gold mineralisation of the nearby Youga mine
is hosted in sediments of similar age. The Nangodi Belt is regarded as the southern extension of the
Youga Greenstone Belt in Burkina Faso.
The Youga gold mine is located 50 km to the northeast on the same greenstone belt in Burkina Faso.
This mine is currently in production and operated by Endeavour Mining Corporation (TSX:EDV /
ASX:EVR). The Youga gold mine commenced production in 2008 and has quoted reserves of 4.5
million tonnes @ 2.5 g/t Au (362,000 oz), with a resource of 1.55 Moz. This deposit was identified
through regional exploration in the early 2000s.
Exploration and mining activity in the area includes the Shaanxi Mining Ghana Ltd underground mine
which has targeted gold mineralisation following a sheared margins of the Nangodi Belt along with
numerous individual and local artisanal miners.
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Figure 2: Geology map showing the location of the Bongo, Ndongo and Kungongo licences
Subranum Project
The Subranum tenement is situated in the southern portion of Ghana, approximately 45km northwest of
the township of Kumasi, and 240 km northwest of the capital city Accra, in the Sabranomu district.
Cardinal Resources Subranum Limited (“Cardinal Subranum”) a Ghanaian registered Company and a
wholly owned subsidiary of Cardinal, has entered into a Sale and Purchase agreement with Newmont
Ghana Gold Limited (a subsidiary of Newmont Mining Corporation) for the purchase of Subin Kasu
Prospecting Licence (the “Subranum Project”).
Subject to the approval of the sale by the relevant Minister for the Ghanaian Mining Act, Cardinal
Subranum will acquire 100% of the Subin Kasu Prospecting Licence and pay to Newmont Ghana Gold
Limited US$50,000 on or before 10 days after the approval date, US$50,000 on the first anniversay of
the approval date and a final $100,000 on the second anniversary date. In addition Cardinal Subranum
will be required to spend US$250,000 on exploration within the first year from approval and a further
US$750,000 in the second year.
Cardinal Subranum will be required to pay Newmont Ghana Gold Limited US$50,000 per annum from
the date which Cardinal Subranum reports a “gold resource estimate” of 1 Moz of Gold. Subject to the
grant of a Mining Lease under the Ghanaian Mining Act, Cardinal Subranum will be required to pay
Newmont Ghana Gold Limited a 2% Net Smelter Royalty.
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Figure 3: Location and Geology of the Subranum Project
The single tenement in the Subranum Project covers an area of 68.7 km2 and is situated in the SefwiBibiani greenstone belt in South-western Ghana, and is proximal to the currently producing Bibiani and
Chirano mines. Bibiani has produced over 3.8 million oz Au since its discovery in 1902, from a mixture
of open pit and underground mining methods. Current owner Noble Mineral Resources Pty Ltd recently
completed its first gold pour in March 2012 from a re-furbished 2.7 Mtpa mill.
The Chirano gold mine operated by Kinross Mining Corporation, proximal to the Bibiani mine, produced
in excess of 260,000 oz (equivalent) Au in 2011.
Despite the existence of these large discoveries and the extensive history of gold production in the area,
the remainder of the Sefwi-Bibiani greenstone belt remains comparatively under-developed. Similar to
the Bolgatanga Project, exploration of the Subranum Project will be targetting structurally controlled
greenstone belt deposits, comprising fault and shear hosted veins contained within intermediate
volcaniclastic rocks and felsic intrusives.
4.6

Exploration and Mining in Ghana

Ghana has a low sovereign risk rating and has enjoyed over 20 years of continuous democratic rule. It
is one of the most developed and affluent countries in Africa, with a well-developed Mining Code,
infrastructure and a population with the technical skills to support modern mining projects.
Political stability in Ghana has made the country one of the most attractive new mining investment areas
in Africa. After South Africa, Ghana is Africa’s second-largest gold producer. Large industry players
such as Newmont Mining Corporation and AngloGold Ashanti have been joined by smaller players
14
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including Randgold Resources, Keegan Resources, Redback Mining, Golden Star Resources and
African Gold Group, as well as individual and local artisanal miners. The locations of the largest
operations in Ghana are included in Figure 1.
Many industry participants see potential for the discovery of further significant deposits in Ghana as
large parts of the country, particularly in the NE region, remain relatively under-explored.
4.7

DRC Projects

On 30 April 2012 Cardinal executed an Option Agreement with CONNECTIONS SPRL, a company
domiciled in the DRC, to acquire certain exploitation rights in the DRC (“Option Agreement”).
Under the terms of the Option Agreement, Cardinal paid an Option Fee of US$50,000, being an option
to acquire a 60% interest in a joint venture to be established in the DRC. On exercise of the option,
Cardinal is required to pay a further US$500,000 to acquire its interest as contemplated by the Option
Agreement.
Two exploitation licences currently held by Société Miniere de Kilo-Moto (a state owned resources
company based in the Democratic Republic of Congo) PE 5051 and 5053, are located over the KiloMoto greenstone belt in the far north eastern portion of DRC (Figure 4) are the subject of the Option
Agreement.
The Kilo-Moto Greenstone Belt (KMGB) is a Neo-Archaean suite of complexly interlayered volcanosedimentary rocks comprising basalts, dolerites dykes and sills, intermediate to felsic volcanic rocks,
and fine grained sedimentary rocks. This sequence has been metamorphosed to greenschist facies
(Abbott, 2012).
Gold has been produced from a combination of small scale artisanal and modern mechanised methods
from the Kilo-Moto region since its initial discovery in 1905 (Fahey, 2008) and the area remains
prospective for the discovery of major gold deposits. The KMGB is known to host several large gold
deposits, including the Kibali Gold Project, operated by Randgold resources, which is host to a resource
of ~20 Moz Au. (Randgold, 2010) and the Giro Gold project which has been subject to more than 60
years of artisanal historic working, and is known to host gold in quartz veins with grades in excess of 50
g/t Au (Erongo 2012).
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Figure 4 Democratic Republic of Congo Mining Licences 5051 and 5053
The two DRC exploitation licenses are directly adjacent to both the Kibali and Giro gold projects. The
greenstone package of rocks that hosts both the Kibali and Giro gold project extends into the two
licences in question.
4.8

Pro forma balance sheet

An unaudited pro forma balance sheet of the Company following completion of the Acquisition, the
Entitlements Offer and other matters is set out in Schedule 1.
4.9

Pro forma capital structure

The capital structure of the Company at Completion is set out below:
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Issued &
Quoted
Unquoted

Fully Paid
Shares
12,613,500

Listed
Options
6,261,750

4,100,000

Unlisted
Options

Option Terms
30/06/14 @ 20c

6,000,000 31/12/15 @ 20c

Sub Total

16,713,500

6,261,750

Entitlement
Offer1
Cardinal
Offer2
Cardinal Loan
Repayment3
Underwriter
Option Issue4
Performance
Share Issue5
Total

25,070,250

37,605,375

30/06/14 @ 20c

30,750,000

15,375,000

30/06/14 @ 20c

1,500,000

750,000

1.

2.

3.
4.
5.

Performance
Shares

6,000,000

5,000,000 30/12/15 @ 20c
100
74,033,750

59,992,125

11,000,000

100

The effect of the Entitlements Offer on the capital structure of the Company will depend on the number of Options exercised prior to the
Record Date.
It is assumed that the Entitlements Offer is fully subscribed, with no Options exercised prior to the Record Date.
The effect of the Cardinal Offer on the capital structure of the Company will depend on the number of Cardinal Shares issued prior to
Completion, such issuance of Cardinal Shares limited to a maximum of 3 million Cardinal Shares at an issue price of no less than $0.10
per Cardinal Share and otherwise on the terms set out in the Implementation Agreement (summarised in Section 4.4).
The Cardinal Loan Repayment refers to the issue of 1,500,000 Shares and 750,000 Options in full satisfaction of the Cardinal Loan.
The Underwriter Option Issue refers to Underwriter Options the Company has agreed to issue to Azure the subject of Resolution 8.
The Performance Shares are convertible to 100,000 Shares each upon the fulfilment of the relevant Performance Hurdles, and otherwise
on the terms and conditions set out in Schedules 2 and 3.

4.10 Indicative Timetable
The anticipated timetable for the Company’s change of activities under the Listing Rules, completion of
the Acquisition, and the balance of the matters referred to in this Notice, is set out below:
Lodgement of Prospectus with the ASIC
General Meeting of Shareholders
Suspension of securities
Notice sent to Shareholders
Ex Date
Record Date for determining Shareholder entitlements
Prospectus despatched to Shareholders
Entitlement Offer Opening Date
Entitlement Offer Closing Date
Notify ASX of under-subscriptions
Despatch date/securities entered into Shareholders’ security holdings

15 November 2012
19 November 2012
19 November 2012
20 November 2012
21 November 2012
27 November 2012
30 November 2012
30 November 2012
14 December 2012
19 December 2012
24 December 2012

Notes:
1. Trading in securities will only be reinstated by ASX after the Company has complied with Chapters 1 and 2 of the Listing
Rules which is expected to be in late December 2012 or early January 2013. The Company will seek to minimise the
period of suspension as much as possible.
2. The above timetable is indicative only and the Directors reserve the right to amend the timetable at any time in
consultation with the ASX. Any changes will be released to the ASX.

4.11 Advantages of the Acquisition
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The Directors are of the view that the following non-exhaustive list of advantages may be relevant to a
Shareholder’s decision on how to vote on the Transaction Resolutions.
(a) The Independent Expert has concluded that the Acquisition is fair and reasonable as set out in the
Independent Expert’s Report included in this Notice as Schedule 6.
(b) The mineral resources exploration and production activities in Ghana and the DRC represent a
significant growth opportunity for the Company in established gold mining regions.
(c) The Board of Directors, including the incoming directors, will provide an experienced set of skills to
guide the growth of the Company.
(d) Cardinal has an established business presence in Accra, the capital of Ghana, and in Bolgatanga,
and will employ experienced management to operate its business in Ghana.
(e) Cardinal’s projects in Ghana, and the DRC Projects, offer a considerable growth opportunity in
gold, gold being very much in demand worldwide.
(f) The change of activities by the Company includes the opportunity to undertake a significant capital
raising that will enable the Company to properly conduct its exploration programs in Ghana, and
possibly the DRC.
(g) The acquisition of potentially valuable mineral projects in Ghana (and subject to the Option
Agreement, the DRC) provides the Company with the opportunity, upon successful drilling results
being achieved, to substantially increase the value of the Company.
(h) The Entitlements Offer provides the existing Shareholders the opportunity to remain as significant
owners of the Company by virtue of the Entitlements Offer being a pro rata non-renounceable offer.
(i) The Performance Shares are based upon significant milestones likely to add significant value to the
Company if such milestones are attained, and the management of the Company will be incentivised
to target the attainment of such significant milestones.
4.12 Disadvantages of the Acquisition
The Directors are of the view that the following non-exhaustive list of advantages may be relevant to a
Shareholder’s decision on how to vote on the Transaction Resolutions.
(a) The Acquisition and the Entitlements Offer will result in the issue of Shares, Options and
Performance Shares to the Cardinal Shareholders and possibly others new investors, which will
have a dilutionary effect on the current holdings of Shareholders.
(b) There are risks associated with the change of the nature of the Company’s activities and the
Acquisition which are detailed in Section 4.13 below.
(c) In the event that the initial exploration and drilling program are unsuccessful, the Company may
need to raise further funds to meet future drilling and exploration expenditure.
(d) The Acquisition will involve future financial commitments which will need to be financed by the
Company from the Entitlements Offer or through future capital raisings.
4.13 Risk Factors
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There are a number of risks that the Company will be exposed to following the proposed change of the
nature and scale of its activities contemplated by Resolution 3 and the Acquisition. These risks may
adversely affect the Company’s financial position, prospects and price of its listed securities. In
particular, the Company is subject to risks relating to the exploration and development of its exploration
projects which are not generally associated with other businesses. Set out below are specific risks that
may adversely affect the Company.
Risks relating to the change in nature and scale of activities
Re-Quotation of Shares and Options on ASX
The Acquisition constitutes a significant change in the nature and scale of the Company’s activities and
the Company’s is required to re-comply with Chapters 1 and 2 of the Listing Rules as if it were seeking
admission to the Official List. There is a risk that the Company may not be able to meet the
requirements of the ASX for re-quotation of its Shares and Options on ASX. Should this occur, the
Shares and Options of the Company will not be able to be traded on the ASX until such time as those
requirements can be met, if at all. Whilst this is not a risk for new investors insofar as their funds will be
returned should the Company not successfully re-comply, it is a risk for existing Shareholders and
Optionholders who may be prevented from trading their Shares and Options should the Company be
suspended until such time as it does re-comply with the Listing Rules.
Risks relating to the Company’s operations
Exploration and Development Risk
Gold exploration and development is a high risk undertaking. The success of the Company depends on
the delineation of economically mineable reserves and resources, access to required development
capital, movement in the price of commodities, securing and maintaining title to the Company’s
exploration and mining tenements and obtaining all consent and approvals necessary for the conduct of
its exploration activities. Even if an apparently viable resource is identified, there is no certainty that it
can be economically exploited.
Exploration of the Company’s projects may be unsuccessful, resulting in a reduction of the value of
those projects, diminution in the cash reserves of the Company and possibly relinquishment of such
projects.
Resource Estimates may be inaccurate
Resource estimates are expressions of judgement based on knowledge, experience and industry
practice. Estimates which were valid when originally calculated may alter significantly when new
information or techniques become available. In addition, by their very nature, resource estimates are
imprecise and depend to some extent on interpretations, which may prove to be inaccurate and require
adjustment. As further information becomes available through additional fieldwork and analysis, the
estimates are likely to change. This may result in alterations to development and mining plans which
may, in turn, adversely affect the Company’s operations.
Sovereign Risks
Ghana and DRC are developing countries and subject to emerging legal and political systems
compared with the system in place in Australia. There are risks attaching to exploration operations in
any developing country which are not necessarily present in a developed country, which can impact on
a range of factors such as sovereign risk, safety, security, costs, ability to operate, country policy, fiscal
provisions and laws and can lead to delays or even suspension of any operations which may take place.
No assurance can be given regarding the future stability of Ghana, the DRC or any other African
country in which the Company may acquire an interest.
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The Company cannot guarantee that renewals of valid tenements will be granted on a timely basis, or at
all.
Environmental bonds
The Ministry of Mines and Energy of Ghana from time to time reviews the environmental bonds that are
placed on the Company’s projects in Ghana. The Directors are not in a position to state whether a
review in respect of any of the Company’s projects in Ghana is imminent or whether the outcome of
such a review would be detrimental to the funding needs of the Company.
Environmental/government approvals
The Company’s exploration programs with respect to the Company’s projects in Ghana will, in general,
be subject to approval by Ministry of Mines and Energy of Ghana. Development of any of the
Company’s properties will be dependent on the project meeting environmental guidelines set by the
Ghanaian Environmental Protection Agency and, where required, being approved by governmental
authorities
Exploration costs
The exploration costs of the Company are based on certain assumptions with respect to the method
and timing of exploration. By their nature, these estimates and assumptions are subject to significant
uncertainties and, accordingly, the actual costs may materially differ from these estimates and
assumptions. Accordingly, no assurance can be given that cost estimates and underlying assumptions
will be realised in practice, which may materially and adversely affect the Company’s viability.
Successful development of projects
The business of exploration, project development and mining contains risks by its very nature. To
prosper, it depends on the successful exploration and/or acquisition of reserves, design and
construction of efficient production/processing facilities, competent operation and managerial
performance and proficient marketing of the product. In particular, exploration is a speculative
endeavour and force majeure circumstances, cost over runs and other unforeseen events can hamper
mining operations.
Realising value from projects
The operations of the Company may be affected by various factors, including failure to locate or identify
mineral deposits; failure to achieve predicted grades in exploration and mining; operational and
technical difficulties encountered in mining; difficulties in commissioning and operating plant and
equipment; mechanical failure or plant breakdown; unanticipated metallurgical problems which may
affect extraction costs; adverse weather conditions; industrial and environmental accidents; industrial
disputes; and unexpected shortages or increases in the costs of consumables, spare parts, plant and
equipment. The Company has a limited mineral exploration history, however it should be noted that the
Directors and proposed Directors have between them significant mineral exploration and operational
experience. No assurances can be given that the Company will achieve commercial viability through the
successful exploration and/or mining of its tenement interests. Until the Company is able to realise value
from its projects, it is likely to incur ongoing operating losses.
Access to land may be stopped
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Interests in tenements in Ghana are evidenced by the granting of licences or leases. Each licence or
lease is for a specific term and carries with it annual expenditure and reporting commitments, as well as
other conditions requiring compliance.
Consequently, the Company could lose its title or interest in tenements if licence conditions are not met
or if insufficient funds are available to meet expenditure commitments.
Equipment and Availability
The Company’s ability to undertake mining and exploration activities is dependent upon its ability to
source appropriate contractors with access to mining equipment. Equipment is not always available and
the market for mining equipment experiences fluctuations in supply and demand. If the Company is
unable to source appropriate equipment economically or at all then this would have a material adverse
effect on the Company's financial or trading position.
DRC Projects
There is no guarantee that the Option Agreement will result in the Company gaining an interest in the
rights contemplated by the Option Agreement. Furthermore, if an interest in the DRC Projects is
acquired pursuant to the Option Agreement, there is no guarantee that the interest acquired will
encompass the same rights and obligations as contemplated by the Option Agreement, and may be
subject to further regulatory and governmental approvals in the DRC.
Other Specific Risks
Gold Price and exchange rate fluctuations
The revenue derived through the sale of gold exposes the potential income of the Company to gold
price and exchange rate risks. Gold prices fluctuate and are affected by numerous factors beyond the
control of the Company. These factors include world demand for gold, forward selling by producers and
the level of production costs in major gold producing regions. Moreover, gold prices are also affected
by macroeconomic factors such as expectations regarding inflation, interest rates and the global and
regional demand for, and supply of gold.
Furthermore, the international price of gold is denominated in United States dollars, whereas any
income and expenditure of the Company are and will be taken into account in Australian, Ghanaian and
DRC currencies, exposing the Company to fluctuations and volatility of the rates of exchange between
the United States dollar, and the various other currencies utilised by the Company as determined in the
international markets.
Future capital requirements
The Company may require substantial further financing in the future for its business activities, in
addition to amounts raised pursuant to the Offers. Any additional equity financing may be dilutive to
Shareholders, may be undertaken at lower prices that the current market price (or the price of the
Offers) or may involve restrictive covenants which limit the Company’s operations and business
strategy.
No assurances can be made that appropriate capital or funding, if and when needed, will be available
on terms favourable to the Company or at all. If the Company is unable to obtain additional funding as
needed, it may be required to reduce, delay or suspend its operations and this could have a material
adverse effect on the Company’s activities and could affect the Company’s ability to continue as a going
concern.
Joint venture parties, agents and contractors
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There is a risk of financial failure or default by a participant in any joint venture to which the Company is,
or may become, a party or the insolvency or managerial failure by any of the contractors used by the
Company in any of its activities or the insolvency or other managerial failure by any of the other service
providers used by the Company for any activity.
Competition
The Company competes with other companies, including major mining companies in Australia and
internationally. Some of these companies have greater financial resources than the Company and, as a
result, may be in a better position to compete for future business opportunities. There can be no
assurance that the Company can compete effectively with these companies.
Key personnel
Recruiting and retaining qualified personnel are important to the Company’s success. The number of
persons skilled in the exploration and development of the mining properties is limited and competition
for such persons is strong. There can be no assurance that there will be no detrimental impact on the
Company if such persons employed cease their employment with the Company.
Insurance risk
In certain circumstances the Company’s insurance may not be of a nature or level to provide adequate
insurance cover. The occurrence of an event that is not covered or fully covered by insurance could
have a material adverse effect on the business, financial condition and results of the Company.
Insurance of all risks associated with mineral exploration and production is not always available and
where available, costs can be prohibitive.
General Risks
Stock market conditions
As with all stock market investments, there are risks associated with an investment in the Company.
Security prices may rise and fall, and price of securities in the Company might trade below or above the
price paid for securities.
General factors that may affect the price of the company’s securities include economic conditions in
both Australia and internationally, investor sentiment and local and international share market
conditions, changes in interest rates and the rate of inflation, variations in commodity prices, the global
security situation and the possibility of terrorist disturbances, changes to government regulation, policy
or legislation, changes which may occur to the taxation of companies as a result of changes in
Australian and foreign taxation laws, changes to the system of dividend imputation in Australia and
changes in exchange rates.
Liquidity risks
There can be no guarantee that there will continue to be an active market for the securities of the
Company or that the price of the Company’s securities will increase. There may be relatively few
buyers or sellers of the Company’s securities on ASX at any given time. This may affect the volatility of
the market price of the Company’s securities. It may also affect the prevailing market price at which
security holders in the Company are able to sell their securities for. This may result in security holders
receiving a market price for their securities that is less or more than the price paid.
Securities investment risk
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Investors should be aware that there are risks associated with any securities investment. Securities
listed on the stock market, and in particular securities of mining and exploration companies have
experienced extreme price and volume fluctuations that have often been unrelated to the operating
performances of such companies. These factors may materially affect the price of securities regardless
of the Company’s performance.
Taxation
There may be taxation implications arising for applying for securities in the Company, the receipt of
dividends (both franked and unfranked) from the Company, participation in any on-market share buyback and on the disposal of securities.
Mining industry risks
Mineral exploration and mining may be hampered by circumstances beyond the control of the Company
and are speculative operations which by their nature are subject to a number of inherent risks.
4.14 Directors’ recommendation
The Directors’ (other than Mr Pismiris) believe that the proposed change of activities is in the best
interests of Shareholders and recommend that Shareholders vote in favour of all Transaction
Resolutions.
The Chairman intends to vote all available proxies in favour of Resolution 3.
5.

RESOLUTION 4 – APPROVAL FOR ENTITLEMENT OFFER

Entitlement Offer
In order to provide working capital for the ongoing activities of the Company including the exploration
and development of the Ghanaian Projects and possibly the DRC Projects, and to satisfy Chapters 1
and 2 of the Listing Rules the Company is undertaking the Entitlements Offer.
The Entitlements Offer will be undertaken pursuant to a prospectus to be lodged with ASIC on or about
15 November 2012.
The principal effect of the Entitlements Offer on the Company will be that cash reserves will increase by
approximately $5.01 million before deducting expenses of the Entitlements Offer (assuming the
Entitlements Offer is fully subscribed and no Options are exercised before the Record Date).
The impact on the capital structure of the Company is demonstrated in Section 4.9.
The immediate effect of the Entitlements Offer on the Company’s capital structure will be the issue of
approximately 25,070,250 Shares and 37,605,375 Options (assuming the Entitlements Offer is fully
subscribed and no Existing Options are exercised prior to the Record Date).
The longer term effect of the Offer on the Company’s capital structure will depend on the number of
Options issued under the Offers that are ultimately exercised.
The Entitlements Offer is conditionally underwritten by Azure Capital Limited up to $4 million, subject to
Azure obtaining sub-underwriting commitments. On 26 September 2012, the Company announced that
the $4 million of sub-underwriting commitments had been secured.
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The Company’s indicative use of funds raised by the Entitlements Offer is set out in the table below:
Use of Funds
Consolidated Cash at Bank
Funds raised under the Entitlements Offer
Total Funds Available
Costs of Entitlement Offer
Working capital and funds available for further exploration of the projects
Total Funds Applied
Notes:
1.
2.

A$
2,178,500
5,014,000
7,192,500
(423,516)
(6,768,984)
7,192,500

The above table is a statement of current intentions as of the date of this Notice. As with any budget, intervening
events (including exploration success or failure) and new circumstances have the potential to affect the ultimate way
funds will be applied. The Board reserves the right to alter the way funds are applied on this basis.
The above table assumes no Existing Options are exercised prior to the Record Date, the Entitlements Offer is fully
subscribed, and Completion occurs.

Listing Rule 7.11.3
Listing Rule 7.11.3 prohibits a company from conducting a pro-rata entitlement offer at a ratio
greater than 1 for 1 unless the offer is renounceable and conducted at a certain price prescribed by
Listing Rule 7.11.3.
Pursuant to a waiver granted by ASX the Company is entitled to conduct the Entitlements Offer at a
ratio of 3 for 2 and at a price of 20 cents notwithstanding that it is a non-renounceable offer.
As a condition of the granting of the waivers Shareholders must grant their approval. No Shares or
Options will be issued under the Entitlements Offer unless all Transaction Resolutions are passed.
The Chairman intends to vote all available proxies in favour of Resolution 4.
6.

RESOLUTION 5 – APPROVAL OF PERFORMANCE SHARES

Resolution 6 seeks, amongst other things, Shareholder approval for the Company to be authorised to
issue the Class A Performance Shares and Class B Performance Shares to nominees of Cardinal,
which convert into Shares on the satisfaction of certain milestones relating to the performance of the
Company following the Acquisition.
A company having a single class of shares on issue which proposes to issue a new class of shares not
having the same rights as its existing shares, is taken to vary the rights of existing shareholders unless
the constitution already provides for such an issue.
Section 246B of the Corporations Act provides that the rights attaching to a class of shares cannot be
varied without:
(a)

a special resolution passed at a meeting of holders of the issued shares of the affected
class; or

(b)

the written consent of the holders of 75% of the votes of the affected class.

Pursuant to the Acquisition, the Company will issue 50 Class A Performance Shares and 50 Class B
Performance Shares as part of the consideration for the Acquisition.
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Each Performance Share is convertible into 100,000 Shares upon the satisfaction of certain significant
milestones. The purpose of the issue of the Performance Shares is to link part of the consideration to
certain key performance criteria relating to the performance of the Company following the Acquisition. If
these performance criteria are not achieved within a specified timeframe, all Performance Shares will
lapse.
The Company currently has one class of shares on issue, being fully paid ordinary shares. The terms of
the Class A Performance Shares (as set out in Schedule 2) are not the same as the terms of the
Shares, and terms of the Class B Performance Shares (as set out in Schedule 3) are not the same as
the terms of the Shares, consequently, Shareholder approval is being sought for the Company to be
authorised to issue the Performance Shares.
The Chairman intends to vote all available proxies in favour of Resolution 5.
7.

RESOLUTION 6 – APPROVAL OF ISSUE OF SECURITIES TO ACQUIRE CARDINAL
RESOURCES LIMITED

Resolution 6 seeks Shareholder approval for the allotment and issue of:
(a) up to 33,000,000 Shares in and 16,500,000 Options to the shareholders of Cardinal in
consideration of the acquisition of 100% of the issued capital of Cardinal;
(b) 1,500,000 Shares and 750,000 Options in full satisfaction of the US$300,000 of loans made to
Cardinal;
(c) up to 50 Class A Performance Shares each Class A Performance Share convertible into 100,000
Shares upon the achievement of certain milestones, to nominees of Cardinal; and
(d) up to 50 Class B Performance Shares each Class B Performance Share convertible into 100,000
Shares upon the achievement of certain milestones, to nominees of Cardinal.
None of the Cardinal Shareholders are related parties of the Company (other than Mr Pismiris), other
than by reason of the transaction. Accordingly, Shareholder approval is not required under the related
party provision of the Listing Rules, in accordance with Exception 6 under Listing Rule 10.12, for the
issue of the securities referred to in (a) to (c) above other than to the extent that such securities are to
be issued to Mr Pismiris (or an entity controlled by Mr Pismiris), such approval being sought for the
purposes of the related party provisions of the Corporations Act and the Listing Rules by Resolution 7.
The Directors (other than Mr Pismiris) consider that the proposed Acquisition is on arm’s length terms
as the same terms apply to all of the Cardinal Shareholders regardless of whether they are associated
with the Company or not, other than to the extent that those Cardinal Shareholders who are proposed to
become Directors will likely be the subject to more robust restrictions under Chapter 9 of the Listing
Rules, and therefore on less favourable terms. Further, the Performance Shares are based upon
significant milestones, the attainment of any such milestone being likely to add value to the Company.
The Directors (other than Mr Pismiris) consider that proposed issue of the Performance Shares, and the
terms and conditions thereof, would be reasonable in the circumstances if the entity and any person
who is a related party were dealing at arm’s length.
The Performance Shares are to be issued to the four incoming Directors (or their associated entities),
being Messrs Klaus Eckhof, Archie Koimtsidis, Marcus Michael and Malik Easah, as well as a promoter
of the Company, Mr David Michael, of the stockbroking firm, Hartleys in equal portions (being 10 Class
A Performance Shares and 10 Class B Performance Shares each). The recipients of the Performance
Shares will be responsible for the management, administration and promotion of the Company following
Completion, and as such will be integral to the success of the implementation of the Company’s
strategies with respect to the advancement and development of the Ghanaian Projects and the DRC
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Projects, such advancement and development of the Ghanaian Projects and DRC Projects inherently
linked to the Class A Performance Shares. The recipients of the Performance Shares will also be
responsible for the promotion and marketing of the Company following Completion, and as such will be
integral to the activities of the Company designed to add value to the Company, such value being
inherently linked to the Class B Performance Shares.
To the extent that any related party is to obtain a benefit pursuant to the Acquisition as contemplated by
Resolution 6, the Directors (other than Mr Pismiris) consider that such benefit will be obtained at arm’s
length, and therefore falls within the arm’s length exception provided by Section 210 of the Corporations
Act to the requirement to obtain shareholder approval under Part 2E of the Corporations Act.
Other than Mr Pismiris, no related party who will receive consideration contemplated the Resolution 6 is
a related party other than by virtue of section 228(6) of the Corporations Act. Accordingly, Exception 6
to Listing Rule 10.11 applies and approval under Listing Rule 10.11 is not required other than with
respect to Mr Pismiris (such approval sought by Resolution 7). Further, to the extent that Listing Rule
10.1 may apply to a related party other than Mr Pismiris (such approval sought by Resolution 7), Listing
Rule 10.3 provides an exception to the requirement of shareholder approval being obtained under
Listing Rule 10.1.
The Cardinal Shareholders are not considered to be associates of one another from Completion and
accordingly, no Cardinal Shareholder will hold more than 20% of the Shares in the Company at
Completion.
Listing Rule 7.1
Listing Rule 7.1 provides that a company must not, subject to specified exceptions, issue or agree to
issue during any 12 month period any equity securities, or other securities with rights to conversion to
equity (such as an option), if the number of those securities exceeds 15% of the number of securities in
the same class on issue at the commencement of that 12 month period.
The effect of Resolution 6 will be to allow the Directors to issue the securities referred to in (a) to (d)
above, in consideration of the Acquisition during a period of 3 months after the Meeting (or a longer
period, if permitted by ASX), without using the Company’s 15% annual placement capacity.
Technical Information required by Listing Rule 7.1
The maximum number of securities to be issued
The maximum number of securities to be issued is:
(a) 34,500,000 Shares;
(b) 17,250,000 Options;
(c) 50 Class A Performance Shares (each converting to 100,000 Shares, thereby resulting in a
maximum of 5,000,000 further Shares being issued upon conversion).
(d) 50 Class B Performance Shares (each converting to 100,000 Shares, thereby resulting in a
maximum of 5,000,000 further Shares being issued upon conversion).
The date by which the Company will issue the securities being no later than 3 months after the
date of the Meeting
The Shares, Options and Performance Shares the subject to Resolution 6 will be issued not later than 3
months after the date of the Meeting (or such other date as permitted by any ASX waiver or modification
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The issue price of the securities
The Shares, Options and Performance Shares will be issued for no cash consideration as they are
being issued in consideration of the Acquisition.
The names of the allottees or the basis on which the allottees will be identified or selected
30,750,000 Shares and 15,375,000 Options will be allotted and issued to the existing Cardinal
Shareholders (being those Cardinal Shareholders who currently hold aggregate 41 million Cardinal
Shares at the date of this Notice) in proportion to their current Cardinal Shareholdings in consideration
of the Acquisition.
Up to 2,250,000 Shares and 1,125,000 Options will be allotted and issued to Cardinal Shareholders
who subscribe for, and are issued Cardinal Shares at a price of no less that 10 cents per Cardinal
Share, from the date of this Notice until Completion, on the basis of 3 Shares per 4 Cardinal Shares
held, and 1 Option for every 2 Shares so issued.
1,500,000 Shares and 750,000 Options will be issued in full satisfaction of the Cardinal Loan owed to
directors of Cardinal and other parties associated with Cardinal.
50 Class A Performance Shares will be issued to nominees of Cardinal being Messrs Klaus Eckhof,
Archie Koimtsidis, Marcus Michael and Malik Easah, as well as a promoter of the Company, Mr David
Michael (or the associated entities thereof), and each of the aforementioned will receive 10 Class A
Performance Shares.
50 Class B Performance Shares will be issued to nominees of Cardinal being Messrs Klaus Eckhof,
Archie Koimtsidis, Marcus Michael and Malik Easah, as well as a promoter of the Company, Mr David
Michael (or the associated entities thereof), and each of the aforementioned will receive 10 Class B
Performance Shares.
The allottees of the both the Class A Performance Shares and the Class B Performance Shares have
been selected by Cardinal, and agreed to by the Company, on the basis that the allottees will be
responsible for the ongoing management, administration and promotion of the Company from
Completion, and as such the Performance Shares are designed to incentivise the incoming Directors,
and Mr Michael, to add value to the Company and thereby maximise value for Shareholders.
The terms of the securities
The Shares issued will be fully paid ordinary shares in the capital of the Company and will rank equally
with the existing Shares of the Company (subject to any restrictions imposed by ASX).
The Options issued will be exercisable for 20 cents each on or before 30 June 2014 and otherwise on
the same terms as the existing Options exercisable on or before 30 June 2014 (subject to any
restrictions imposed by ASX), such Options being quoted under the ASX Code: RIDO. The full terms of
the Options are set out in Schedule 4.
The Class A Performance Shares will be issued on the terms set out in Schedule 2 of this Notice.
The Class B Performance Shares will be issued on the terms set out in Schedule 3 of this Notice.
The intended use of funds raised
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issued in consideration of the Acquisition.
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The dates of allotment or a statement that allotment will occur progressively
The Shares, Options and Performance Shares will be issued on the same date, being the Completion
Date.
The Completion Date will be no later than 3 months after the date of the Meeting (or such other date to
the extent permitted by an ASX waiver or modification of the Listing Rules).
A voting exclusion statement
A voting exclusion statement is included in the Notice.
The Chairman intends to vote all available proxies in favour of Resolution 6.
8.

RESOLUTION 7 – ACQUISITION OF A SUBSTANTIAL ASSET FROM A RELATED PARTY
AND ISSUING SECURITIES TO A RELATED PARTY

Background
Resolution 7 seeks Shareholder approval for the acquisition of all of the Cardinal Shares held by ACP
Investments Pty Ltd (a company controlled by Mr Alec Pismiris) (“ACP”), and the issue of 562,500
Shares and 281,250 Options to ACP (or its nominee).
Listing Rule 10.1
Listing Rule 10.1 provides that an entity (or any of its subsidiaries) must not acquire a substantial asset
from, or dispose of a substantial asset to, inter alia, a related party or a substantial holder (if the person
and the person’s associates have a relevant interest, or had a relevant interest at in time in the 6
months before the transaction, in at least 10% of the total votes attached to the voting securities) or an
associate thereof.
An asset is substantial if its value, or the value of the consideration for it is, or in the ASX’s opinion is,
5% or more of the equity interests of the company as set out in the latest accounts given to ASX under
the Listing Rules.
Based on the Statutory Accounts of the Company lodged with ASX on 22 August 2012, the Company’s
equity interests were $2,062,720. As a result, an asset is ‘substantial’ if it is valued at $103,136 or
more. Accordingly, based on the Company’s latest share and option prices as traded on ASX on 1
October 2012, the value attributable to ACP’s entitlement pursuant to its shareholding in Cardinal
Resources is $130,781.25, thus exceeding the 5% threshold and as such deeming the same as a
‘substantial’ asset.
For the purpose of Listing Rule 10.1, ACP is a related party of the Company as it is controlled by Mr
Pismiris, who is a director of the Company.
Accordingly, Shareholder approval is being sought for the purposes of Listing Rule 10.1. Shareholder
approval sought for the purpose of Listing Rule 10.1 must include a report on the proposed acquisition
from an independent expert. Accompanying this Explanatory Memorandum is an Independent Expert’s
Report in Schedule 6 prepared by BDO Corporate Finance Pty Ltd (BDO) concluding that that the
transaction the subject of Resolutions 6 and 7 is fair and reasonable to non-associated Shareholders.
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In assessing fairness, BDO considered the value of a Share prior to Completion by comparing it to the
value of a Share following Completion. BDO’s assessment of fairness is set out in section 12 of the
Independent Expert’s Report.
In assessing reasonableness BDO considered, amongst other things, the advantages and
disadvantages of the Acquisition. The advantages of the Acquisition are detailed in section 13.4 of the
Independent Expert’s Report. The disadvantages of the Acquisition are detailed in Section 13.5 of the
Independent Expert’s Report.
Other key matters BDO considered include the lack of an alternate proposal (section 13.1 of the
Independent Expert’s Report), the practical level of control (section 13.2 of the Independent Expert’s
Report) and the consequences of not approving the transaction (section 13.3 of the Independent
Expert’s Report).
It is strongly recommended that all Shareholders read the Independent Expert’s Report in full.
Listing Rule 10.11
In consideration for the acquisition of Cardinal Shares held by ACP, 562,500 Shares and 281,250
Options will be issued to ACP (or its nominee). ACP is a related party of the Company as it is controlled
by Mr Pismiris who is also a director of the Company. For this reason, Shareholder approval under
Listing Rule 10.11 is required prior to issuing the Shares and Options to ACP.
Shareholders should note that the issue of securities to ACP will not be included in the 15% calculation
for the purposes of Listing Rule 7.1 as approval is being obtained under Listing Rule 10.11.
For the purposes of Listing Rule 10.13, the following information is provided in relation to the issue of
Shares and Options to ACP:
The name of the person
The allottee of the Shares and Options will be ACP (or its nominee).
The maximum number of securities to be issued
The maximum number of Shares and Options to be issued to ACP (or its nominee) is 562,500 and
281,250 respectively.
The date on which the entity will issue the securities
The Shares and Options will be issued not later than 3 months after the date of the Meeting (or such
other date as permitted by any ASX waiver or modification of the Listing Rules) and it is anticipated that
all Shares and Options will be issued on the same date, being the Completion Date.
If the person is not a director, a statement of the relationship between the person and the
director that requires approval to be obtained
ACP is a related party of the Company by virtue of being controlled by Mr Alec Pismiris, who is a
director of the Company.
The issue price of the securities and a statement of the terms of issue
The Shares and Options will be issued in consideration for the acquisition by the Company of all
Cardinal Shares held by ACP.
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The Shares issued will be fully paid ordinary shares in the capital of the Company and will rank equally
with the existing Shares of the Company (subject to any restrictions imposed by ASX).
The Options issued will be exercisable for 20 cents each on or before 30 June 2014 and otherwise on
the same terms as the existing Options exercisable on or before 30 June 2014 (subject to any
restrictions imposed by ASX), such Options being quoted under the ASX Code: RIDO.
A voting exclusion statement
A voting exclusion statement with regards to Resolution 7 is included in the Notice.
The intended use of funds raised
No funds will be raised from the issue of the Shares and Options as they are being issued in
consideration for the acquisition by the Company of all Cardinal Shares held by ACP.
Chapter 2E of the Corporations Act
Chapter 2E of the Corporations Act regulates the provision of financial benefits to related parties by a
public company. Section 208 of the Corporations Act prohibits a public company from giving a financial
benefit to a related party unless one of the exceptions to Section 208 applies or shareholders have
approved the giving of that benefit to the related party.
A “financial benefit” is defined in the Corporations Act in broad terms and includes a public company,
issuing securities, and buying an asset from a related party.
For the purposes of this Meeting, a “related party” includes an entity controlled by the Directors of the
Company. Given that ACP is controlled by Mr Pismiris, who is a director of the Company, the proposed
issue of Shares and Options involves the provision of a financial benefit to a related party of the
Company.
Section 210 of the Corporations Act provides that a company does not need to obtain shareholder
approval to give a financial benefit to a related party if the giving of the financial benefit would be
reasonable in the circumstances if the party and the entity were dealing at arm’s length (or on terms
less favourable than arm’s length).
Notwithstanding the above, the Board is of the view that it is prudent to seek Shareholder approval
under Section 208 of the Corporations Act for the issue of Shares and Options to ACP.
Section 208 of the Corporations Act provides that for a public company to give a financial benefit to a
related party of that company, the public company must:
(a) obtain the approval of members in the way set out in Section 217 and 227; and
(b) give the benefit within 15 months after the approval.
In accordance with Chapter 2E, and in particular Section 219 of the Corporations Act, the following
information is provided to Shareholders to allow them to assess the proposed issue of Shares and
Options to ACP:
The related party to whom the resolutions would permit the financial benefit to be given.
The related party is ACP, an entity controlled by Mr Alec Pismiris, a director of the Company.
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The financial benefit proposed to be given is 562,500 Shares and 281,250 Options as detailed above in
consideration of the acquisition by the Company of all of the Cardinal Shares held by ACP. If the
Options are all exercised, ACP will make a total payment of $56,250 to subscribe for 281,250 Shares.
Directors’ recommendation and basis of recommendation
All Directors, other than Mr Pismiris, recommend that Shareholders vote in favour of Resolution 7 on the
basis that BDO has concluded that the transaction proposed by Resolution 7 is fair and reasonable to
the non-associated Shareholders. The Directors, other than Mr Pismiris, are not aware of any other
information that be reasonably required by Shareholders to allow them to make a decision whether it is
in the best interests of the Company to pass Resolution 7.
Mr Pismiris declines to make a recommendation to Shareholders in relation to Resolution 7 due to his
material personal interest in the outcome of Resolution 7.
Directors’ interest in the outcome
Mr Pismiris’ interest in the outcome of this Resolution is 562,500 shares and 281,250 Options.
The other Directors, Mr Jeremy Shervington and Mr David Kelly, do not have a material interest in the
outcome of this Resolution.
Relevant Director’s remuneration package
Mr Pismiris’ receives annual remuneration (exclusive of superannuation) as set out below:
Remuneration received in financial year
ending 30 June 2011
$11,750

Remuneration received in financial year
ending 30 June 2012
$81,000

Related party’s existing interest
Mr Pismiris currently has an interest in the following securities of the Company:
Direct Interest
Indirect Interest

Shares
10,000
1,000,000

Options1
5,000
125,000

Options2
NIL
554,712

1. Options exercisable for 20 cents and expiring 30 June 2014.
2. Options exercisable for 20 cents and expiring 31 December 2015.

Dilution
If the Shares and Options are issued to ACP (or its nominee), Completion occurs and assuming the
Entitlements Offers is fully subscribed (and no Options are exercised prior to the Record Date), and the
Cardinal Offer is on the basis of Cardinal having 41 million Cardinal Shares on issue at Completion, the
effect of the issue of Shares and Options to ACP (or its nominee) will be to dilute the shareholding of
existing Shareholders by approximately:
(a) 0.77% (assuming no Options (including the Options to be issued to ACP (or its nominee)) are
exercised and no other Shares are issued; and
(b) 1.1% (assuming all of the Options to be issued to ACP (or its nominee) are exercised and no other
Shares are issued).
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In the last 12 months before the date of this Notice, the highest, lowest and latest trading prices (as at 2
October 2012) of the listed Shares and listed Options on ASX are as set out below:
Highest
Lowest
Latest

Shares (ASX: RID)
$0.22
$0.085
$0.21

Options (ASX: RIDO)
$0.055
$0.02
$0.04

Valuation of financial benefit
The financial benefit which is being provided by the Company to ACP (or its nominee) under Resolution
7 is 562,500 Shares and 281,250 Options. The value of each of these components of the consideration
is detailed in section 11 of the Independent Expert’s Report.
The Chairman intends to vote all available proxies in favour of Resolution 7.
Role of Independent Expert
The Independent Expert’s Report assesses whether the proposal outlined in Resolutions 6 and 7 is fair
and reasonable to the Shareholders who are not associated with ACP. The Independent Expert’s
Report also contains an assessment of the advantages and disadvantages of the Acquisition. The
assessment is designed to assist all Shareholders in reaching their voting decision.
BDO Corporate Finance Pty Ltd has provided the Independent Expert’s Report and has provided an
opinion that it believes the proposal as outlined in Resolutions 6 and 7 is fair and reasonable to the
Shareholders of the Company not associated with ACP. It is recommended that all Shareholders read
the Independent Expert’s Report in full.
9.

RESOLUTION 8 – ISSUE OF UNDERWRITER OPTIONS TO AZURE CAPITAL LIMITED

Resolution 8 seeks Shareholder approval for the allotment and issue of 5 million Underwriter Options to
Azure Capital Limited (“Azure”). Azure will have the right, but not the obligation, to subscribe for the
Underwriter Options at an issue price of $0.002 per Underwriter Option on successful completion of the
Entitlements Offer (including re-quotation of the Company’s securities on ASX).
In accordance with Appendix 9B of the Listing Rules, ASX may apply escrow provisions to the Options
issued under Resolution 8. As at the date of this Notice of Meeting, ASX has advised the Company that
the Underwriter Options will be subject to restriction for 24 months from the date of re-instatement to
trading of the Company’s securities on ASX.
The Company has agreed to provide the Underwriter Options to Azure as part of the consideration for
Azure providing the underwriting and corporate advisory services to the Company with respect to the
Entitlements Offer.
Azure will be entitled to a 1% management fee and 5% as an underwriting fee, such fees based upon
the underwriting commitment of $4 million, and payable upon successful completion of the Entitlements
Offer (including re-quotation of the Company’s securities on ASX). Azure is also entitled to reasonable
out of pocket expenses in connection with the Entitlements Offer
Azure is not a related party of the Company.
Listing Rule 7.1
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Listing Rule 7.1 provides that a company must not, subject to specified exceptions, issue or agree to
issue during any 12 month period any equity securities, or other securities with rights to conversion to
equity (such as an option), if the number of those securities exceeds 15% of the number of securities in
the same class on issue at the commencement of that 12 month period.
The effect of Resolution 8 will be to allow the Directors to issue the Underwriter Options to Azure during
a period of 3 months after the Meeting (or a longer period, if permitted by ASX), without using the
Company’s 15% annual placement capacity.
Technical Information required by Listing Rule 7.1
The maximum number of securities to be issued
The maximum number of securities to be issued is 5 million Underwriter Options.
The date by which the Company will issue the securities being no later than 3 months after the
date of the Meeting
The Underwriter Options will be issued not later than 3 months after the date of the Meeting (or such
other date as permitted by any ASX waiver or modification of the Listing Rules) and it is anticipated that
all Underwriter Options will be issued on the same date.
The issue price of the securities
The Underwriter Options will be issued for $0.002, raising a total of $10,000 from the issuance of
the Underwriter Options to Azure.
The names of the allottees or the basis on which the allottees will be identified or selected
The Underwriter Options will be allotted and issued to Azure (or its nominee/s).
The terms of the securities
The Underwriter Options will be issued at an issue price of $0.002 each, exercisable at $0.20 on or
before 31 December 2015 (and will be subject to restriction by ASX being 24 months from the date of
re-instatement of the trading of the Company’s securities on ASX). The full terms of the Underwriter
Options are set out in Schedule 5.
The intended use of funds raised
The funds raised ($10,000) will be used for working capital and the advancement of the projects the
subject of the Acquisition.
The dates of allotment or a statement that allotment will occur progressively
The Underwriter Options will be issued not later than 3 months after the date of the Meeting (or such
other date as permitted by any ASX waiver or modification of the Listing Rules) and it is anticipated that
all Underwriter Options will be issued on the same date.
A voting exclusion statement
A voting exclusion statement is included in the Notice.
The Chairman intends to vote all available proxies in favour of Resolution 8.
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Resolutions 9 to 12 deal with the election of Mr Klaus Eckhof, Mr Archie Koimtsidis, Mr Marcus
Michael and Mr Malik Easah as Directors in connection with the Acquisition.
Mr Klaus Eckhof (MAusIMM) is a senior exploration geologist with global contacts. Mr Eckhof has
been instrumental in sourcing and developing successful projects in Australia, Africa, Russia, South
America and the Philippines.
He was formerly President and Chief Executive Officer of Moto Goldmines Limited, a company which
was listed on the Toronto Stock Exchange, before being acquired by Randgold Resources & Anglogold
Ashanti, and within 4 years from Mr Eckhof's appointment discovered just under 20 Moz of gold,
completing a Bankable Feasibility Study (BFS) in the Democratic Republic of Congo (DRC).
Mr Archie Koimtsidis (MBA) has for the last 20 years been involved in all facets of gold exploration,
discovery, production and refining in West Africa and South America.
His most recent appointment prior to joining Cardinal was as the Deputy Country Manager of Ghana for
PMI Gold Limited a joint TSXV and ASX listed company. During this time he was responsible for all field
operational matters including coordination of exploration, drilling programs and human resource
management relating to that Company’s projects in Ghana.
Mr Koimtsidis has been instrumental in acquiring the Ghanaian projects on behalf of Cardinal and has a
unique knowledge and understanding of geopolitical and operational matters relating to resource
projects in West Africa.
Mr Marcus Michael (CA, B.Bus) is a Chartered Accountant and has over 20 years industry experience.
He has provided consulting services to public and private entities across a broad range of industries
including mining, engineering, healthcare, retail and agriculture.
Mr Michael has been involved with private equity consulting, capital and debt funding and corporate
reconstruction since 1990 and is a Director of Marshall Michael Pty Ltd, Chartered Accountants.
He graduated from Curtin University in 1990 with a Bachelor of Business and has been a member of the
Institute of Chartered Accountants since 1994.
Mr Malik Easah is the principal of a successful alluvial mining operation in the North West Adansi Gold
Obotan concession and is currently developing additional payable gold permits within the Ashanti and
Nangodi Gold belts of Ghana.
Malik specializes in the manufacture of alluvial gold wash plants and recovery equipment and is
regarded as an authority in the development of alluvial mining operations in Ghana.
Malik is a resident in Ghana.
Mr Jeremy Shervington and Mr David Kelly will resign as Directors on the Completion Date, subject to
Completion occurring.
The Chairman intends to vote all available proxies in favour of Resolutions 9 to 12.
11.

RESOLUTION 13 – CHANGE OF NAME

The new name proposed to be adopted under Resolution 13 is “Cardinal Resources Limited”. The
Directors believe that the new name more accurately reflects the propose future operations of the
Company.
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DEFINITIONS
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In this Explanatory Memorandum:
“Accounting Standards” means accounting standards approved under the Corporations Act and its
requirements about the preparation and contents of accounts and in accordance with generally
accepted accounting principles, policies, practices and procedures in Australia;
“ACP” means ACP Investments Pty Ltd ACN 009 253 650;
“Acquisition” means the acquisition of 100% of the share capital of Cardinal by Ridge as contemplated
by the Implementation Agreement;
“ASIC” means the Australian Securities and Investments Commission;
“ASX” means ASX Limited ACN 008 624 691;
“Azure” and “Azure Capital Limited” means Azure Capital Limited ACN 107 416 106;
“Board” means the board of Directors;
“BDO” means BDO Corporate Finance (WA) Pty Ltd ACN 124 031 045;
“Business Day” has the meaning given to it in the Listing Rules;
“Cardinal”, “Cardinal Resources” and “Cardinal Resources Limited” means Cardinal Resources
Limited ACN 120 628 239;
“Cardinal Loan” means a loan of US$300,000 owed by Cardinal to directors of Cardinal and other
parties associated with Cardinal;
“Cardinal Offer” means the offer by the Company to acquire the Cardinal Shares to be made under a
prospectus and in accordance with the Implementation Agreement;
“Cardinal Share” means a share in the capital of Cardinal Resources. “Cardinal Shareholder” has a
corresponding meaning;
“cash equivalent” in the context of the Class A Performance Hurdle, has the meaning given to it in the
Accounting Standards, and includes fully paid ordinary shares quoted on ASX, or a stock exchange
equivalent to ASX in the United States of America, Canada or the United Kingdom, the value of such
shares being determined by reference to the preceding 30 day VWAP from the date of issuance;
“Chairman” means the chairman of the Board;
“Class A Performance Hurdle” has the meaning given to it in Schedule 2;
“Class A Performance Shares” means a share in the capital of the Company on the terms set out in
Schedule 2;
“Class B Performance Hurdle” has the meaning given to it in Schedule 3;
“Class B Performance Shares” means a share in the capital of the Company on the terms set out in
Schedule 3;
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“Closing Date” means the date on which the Offers remain open for acceptance as contemplated by
the Indicative Timetable in Section 4.10;
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“Company”, “Ridge Resources” and “RID” means Ridge Resources Ltd ACN 147 325 620;
“Completion” means completion of the Acquisition pursuant to, and in accordance with the
Implementation Agreement;
“Completion Date” means the date on which Completion occurs;
“Constitution” means the constitution of the Company;
“Corporations Act” means the Corporations Act 2001 (Cth);
“Director” means a director of the Company;
“DRC Projects” means those projects located in the DRC the subject of the Options Agreement as
described in Section 4.7;
“Eligible Shareholder” means a registered holder of Shares on the Record Date whose registered
address is in Australia or New Zealand;
“Entitlements Offer” means an offer to Eligible Shareholders as announced to ASX on 27 August
2012 such offer being made by a prospectus to be dated on or about 15 November 2012;
“Existing Options” 6,261,750 Options with an expiry date of 30 June 2014 and an exercise price of 20
cents plus 6,000,000 Options with an expiry date of 31 December 2015 at an exercise price of 20 cents;
“Explanatory Memorandum” means this Explanatory Memorandum;
“Ghanaian Projects” means the assets owned by Cardinal located in Ghana as described in Section
4.5;
“GST” means Goods and Services Tax;
“Implementation Agreement” means the agreement between the Company and Cardinal which sets
out the terms and conditions upon which the Company makes the Acquisition, such agreement
summarised in Section 4.4;
“Independent Expert’s Report” means the report prepared by BDO as included as Schedule 6;
“Independent Geologist’s Report” means the report prepared by SRK Consulting (Australasia) Pty
Ltd as included as Schedule 7, the inclusion of such report having been consented to by Mr Peter
Gleeson, a full time employee of SRK;
“Listing Rules” means the official listing rules of the ASX;
“Notice” and “Notice of Meeting” means the notice of meeting to which this Explanatory
Memorandum is attached;
“Offers” means both the Entitlements Offer and the Cardinal Offer;
“Official List” means the official list of ASX;
“Option” means an option to acquire one Share and “Optionholder” has a corresponding meaning;
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“Option Agreement” means the option agreement contemplated by Section 4.7 with respect to the
DRC Projects;
“Performance Hurdle” with respect to the Performance Shares has the meanings given to it in
Schedule 2 and Schedule 3, as the context requires;
“Performance Shares” means collectively the Class A Performance Shares and the Class B
Performance Shares;
“Record Date” means the record date for determining entitlements under the Entitlements Offer;
“Remuneration Report” means the remuneration report relating to the financial period ended 30 June
2012 and provided to Shareholders;
“Resolution” means a resolution set out in this Notice;
“Schedule” means a schedule to this Notice and Explanatory Memorandum;
“Section” means a section of this Explanatory Memorandum;
“Share” means an ordinary fully paid ordinary share in the capital of the Company and “Shareholder”
has a corresponding meaning;
“Transaction Resolutions” means Resolutions 3 to 8 (inclusive);
“Underwriter Options” means the options the contemplated by Resolution 8;
“WST” means Western Standard Time.
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SCHEDULE 1 – PRO FORMA BALANCE SHEET
The unaudited consolidated statement of financial position has been prepared to provide Shareholders
with information on the assets and liabilities of the Company and pro-forma assets and liabilities of the
Company as noted below. The historical and pro-forma financial information is presented in an
abbreviated form, insofar as it does not include all of the disclosures required by Australian Accounting
Standards applicable to annual financial statements.
Unaudited Pro Forma Consolidated Statement of Financial Position as At 30 June 2012
Australian Dollar ($)

RIDGE
RESOURCES
$

CONSOLIDATED
CARDINAL
RESOURCES
$

NOTE

RIDGE
CONSOLIDATED
PRO-FORMA
$

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Other financial assets
TOTAL CURRENT ASSETS

2,008,090
31,182
3,611
2,042,883

170,464
7,993
3,194
181,651

1

6,769,088
39,175
6,805
6,815,068

NON-CURRENT ASSETS
Exploration and evaluation
Property, plant and equipment
Other financial assets
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

103,985
412
104,397
2,147,280

250,975
250,975
432,626

4

250,975
412
251,387
7,066,455

84,560
84,560
84,560

139,369
297,891
437,260
437,260

NET ASSETS

2,062,720

(4,634)

EQUITY
Issued capital
Reserves
Accumulated losses
TOTAL EQUITY

2,024,917
253,816
(216,013)
2,062,720

1,729,599
15,642
(1,749,875)
(4,634)

CURRENT LIABILITIES
Trade and other payables
Other current liabilities
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

223,929
223,929
223,929

3

6,842,526

2
5

8,642,941
269,458
(2,069,873)
6,842,526

Notes to the Unaudited Consolidated Statement of Financial Position
Actual and Proposed Transactions to Arrive at Pro-Forma Unaudited Statement of Financial Position
Proposed transactions adjusting the 30 June 2012 unaudited consolidated statement of financial position for Ridge
Resources and the 30 June 2012 pro-forma consolidated statement of financial position are as follows:
a)
b)
c)
d)

Entitlement Issue of 25,070,250 Ordinary Shares at $0.20 per share to raise a gross $5,014,050;
Estimated payment of cash expenses of the Entitlement Issue totalling an estimated $423,516 and the
expensing of such costs charged against Issued Capital;
The pro-forma balance sheet eliminates the historical equity account for Cardinal. Cardinal has on issue
41,000,000 shares issued for a total of $1,729,599 less issue costs;
Consideration for the acquisition of Cardinal will comprise of 30,750,000 Ridge shares and 15,375,000
Options exercisable at $0.20 expiring 30 June 2014;

e)
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f)

Certain Directors and shareholders (or entities associated with them) have provided loans to Cardinal to
assist in the funding of its business activities. Under the Agreement, the loans will be converted to 1,500,000
Ridge Shares and 750,000 Ridge Options exercisable at $0.20 on or before 30 June 2014. The Loan
Agreement between Cardinal, Cardinal Ghana and the Lender provide that the loans are unsecured and
interest free. The total amounts of the these loans is $297,891 (USD$300,000);
Ridge intends to adopt an accounting policy of expensing exploration and evaluation expenditure on areas of
interest as incurred to align the accounting principles adopted by Cardinal. Ridge at 30 June 2012 had
capitalised $103,985 of exploration and evaluation expenditure. For the purposes of the Unaudited Proforma Consolidated Statement of Financial Position at 30 June 2012 this amount has been expensed.
NOTE

1. CASH ASSETS
The movement in cash assets is as follows:
Unaudited 30 June 2012 balance
Issue of shares pursuant to agreement
Issue costs expense

(a)
(b)

2. ISSUED CAPITAL
The movement in issued capital is as follows:
16,713,500 shares at 30 June 2012
25,070,250 shares pursuant to Entitlement Issue
Eliminate historical Equity account for Cardinal
30,750,000 shares issued for the Acquisition of Cardinal
1,500,000 shares issued for conversion of loans

(a)
(c)
(d)
(e)

Less: estimate share issue costs

(b)

UNAUDITED
CONSOLIDATED
ACTUAL
30 JUNE 2012
$

UNAUDITED
CONSOLIDATED
PRO-FORMA
30 JUNE 2012
$

2,178,554
2,178,554

2,178,554
5,014,050
(423,516)
6,769,088

3,754,516
3,754,516
3,754,516

3,754,516
5,014,050
(1,729,599)
1,729,599
297,891
9,066,457
(423,516)
8,642,941

297,891
(297,891)
-

3. OTHER CURRENT LIABILITIES
Unaudited 30 June 2012 balance
Repayment of loans from shareholders

(e)

297,891
297,891

4. EXPLORATION AND EVALUATION
Unaudited 30 June 2012 balance
Exploration and evaluation expenditure expensed

(f)

103,985
103,985

103,985
(103,985)
-

5. ACCUMULATED LOSSES
Unaudited 30 June 2012 balance
Exploration and evaluation expenditure expensed

(f)

(1,965,888)
(1,965,888)

(1,965,888)
(103,985)
(2,069,873)

6. CONTINGENT LIABILITIES
6.1 Purchase of Newmont Ghana Gold Limited Prospecting License
On the 6 April 2012 Cardinal Subranum Ghana Gold Limited, a Ghanaian domiciled company and wholly owned subsidiary of
Cardinal, entered into a contract with Newmont Ghana Gold (“Newmont”) for the acquisition of the Subin Kasu Prospecting
Licence.

Subject to the Minerals Commission of Ghana (“Mincom”) approving the transfer of the Licence (“Approval Date”) a payment of
US$50,000 will be payable to Newmont within 10 days of the Approval Date, a further US$50,000 is payable on the first
anniversary of the Approval Date and a further US$100,000 on the second anniversary of the Approval Date.
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Cardinal, through its subsidiary will be required to spend up to US$250,000 on exploration over 12 months from the Approval
Date and a further US$750,000 within 24 months of the Approval Date.
The agreement also provides that;
 An additional US$50,000 per annum will be payable if Cardinal (or its subsidiary) announces a gold resource estimate of at
least one million troy ounces of gold from the property; and,
 Subject to the grant of a mining lease under the Mining Act, Cardinal will pay a 2% Net Smelter Return.
6.2 Democratic Republic of Congo (DRC) Mining Rights - Option Agreement
On the 30 April 2012 Cardinal executed an Option Agreement with CONNECTIONS SPRL, a company domiciled in the DRC, to
acquire certain exploitation rights in the DRC.
Under the terms of the Agreement, Cardinal paid an Option Fee of US$50,000, being an option to acquire a 60% interest in a
Joint Venture to be established in the DRC. On exercise of the option, Cardinal is required to pay a further US$500,000 to
acquire its interest.
There is no guarantee that the Option Agreement will result in the Company gaining an interest in the exploitation rights
contemplated by the Option Agreement.

SCHEDULE 2 – TERMS AND CONDITIONS OF CLASS A PERFORMANCE SHARES
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The terms and conditions of the Class A Performance Shares are:
(a)

Each Class A Performance Share is a share in the capital of the Company.

(b)

Class A Performance Shares shall confer on the holder (Holder) the right to receive notices of
general meetings and financial reports and accounts of the Company that are circulated to
shareholders. Holders have the right to attend general meetings of shareholders of the
Company.

(c)

The Class A Performance Shares do not entitle the Holder to vote on any resolutions proposed
at a general meeting of shareholders of the Company.

(d)

The Class A Performance Shares do not entitle the Holder to any dividends.

(e)

The Class A Performance Shares are not transferable.

(f)

If at any time the issued capital of the Company is reconstructed, all rights of a Holder will be
changed to the extent necessary to comply with the applicable Listing Rules at the time of
reorganisation.

(g)

The Class A Performance Shares will not be quoted on ASX. However, upon conversion of the
Class A Performance Shares into Shares, the Company must within seven (7) days after the
conversion, apply for the official quotation of the Shares arising from the conversion on ASX.

(h)

The Class A Performance Shares give the Holders no rights other than those expressly
provided by these terms and those provided at law where such rights at law cannot be
required by the ASX.

(i)

The Shares into which the Class A Performance Shares will convert will rank pari passu in all
respects with the other Shares on issue.

Conversion of Class A Performance Shares
(j)

Each Class A Performance Share will convert into 100,000 Shares upon satisfaction of one of
the following performance hurdles to the reasonable satisfaction of the Company by no later
than 5 years from the Completion Date:

(i)

The establishment of an inferred resource (JORC compliant) of at least 1
million ounces of gold within the tenements owned by the Company or any of
its subsidiaries comprised by the Ghanaian Projects and DRC Projects;

(ii)

A project owned by the Company or any of its subsidiaries being comprised by
the tenements the subject of all or part of the Ghanaian Projects or DRC
Projects, being sold for at least $25 million in cash or cash equivalent; or

(iii)

A joint venture arrangement being entered into in respect of any tenement or
tenements owned by the Company or of any of its subsidiaries and being
comprised by all or part of the Ghanaian Projects or DRC Projects resulting in
a payment in cash or cash equivalent to the Company of not less than $25
million,

(with all of the above performance hurdles constituting the “Class A Performance Hurdle”).
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(k)

The Company will issue the Holder with new holding statements for the Shares as soon as
practicable following the conversion of the Class A Performance Shares into Shares.

SCHEDULE 3 – TERMS AND CONDITIONS OF CLASS B PERFORMANCE SHARES
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The terms and conditions of the Class B Performance Shares are:
(a)

Each Class B Performance Share is a share in the capital of the Company.

(b)

Class B Performance Shares shall confer on the holder (Holder) the right to receive notices of
general meetings and financial reports and accounts of the Company that are circulated to
shareholders. Holders have the right to attend general meetings of shareholders of the
Company.

(c)

The Class B Performance Shares do not entitle the Holder to vote on any resolutions proposed
at a general meeting of shareholders of the Company.

(d)

The Class B Performance Shares do not entitle the Holder to any dividends.

(e)

The Class B Performance Shares are not transferable.

(f)

If at any time the issued capital of the Company is reconstructed, all rights of a Holder will be
changed to the extent necessary to comply with the applicable Listing Rules at the time of
reorganisation.

(g)

The Class B Performance Shares will not be quoted on ASX. However, upon conversion of the
Class B Performance Shares into Shares, the Company must within seven (7) days after the
conversion, apply for the official quotation of the Shares arising from the conversion on ASX.

(h)

The Class B Performance Shares give the Holders no rights other than those expressly
provided by these terms and those provided at law where such rights at law cannot be
required by the ASX.

(i)

The Shares into which the Class B Performance Shares will convert will rank pari passu in all
respects with the other Shares on issue.

Conversion of Class B Performance Shares
(j)

Each Class B Performance Share will convert into 100,000 Shares upon satisfaction of the
following performance hurdle to the reasonable satisfaction of the Company by no later than
5 years from the Completion Date:

(i) The market capitalisation of the Company reaching at least $50 million on an
undiluted basis determined by reference to the preceding 30 day VWAP;
(with the above performance hurdle constituting the “Class B Performance Hurdle”).
(k)

The Company will issue the Holder with new holding statements for the Shares as soon as
practicable following the conversion of the Class B Performance Shares into Shares.

SCHEDULE 4 – TERMS AND CONDITIONS OF THE OPTIONS THE SUBJECT OF
RESOLUTIONS 4, 6 & 7
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The terms and conditions of the Options the subject of Resolutions 4, 6 and 7 are as follows:
The Options entitle the holder to subscribe for Shares on the following terms:
(a)

each Option is exercisable on or before 5.00 pm Perth time on 30 June 2014;

(b)

The Options held by each holder can be exercised in whole or in part, and if exercised in part
multiples of 500 must be exercised on each occasion;

(c)

The exercise price of each Option is 20 cents in cash;

(d)

The Optionholder will be permitted to participate in any new pro-rata issue of securities of the
Company on prior exercise of the Options in which case the Optionholder will be afforded the
period of at least the time prescribed under the Listing Rules prior to and inclusive of the record
date to determine entitlements to the issue to exercise the Options;

(e)

The Options do not confer on the holder any right to participate in dividends until Shares are
allotted pursuant to the exercise of the Options;

(f)

In the event of a reorganisation of the issued capital of the Company, the Options will be
reorganised in accordance with the Listing Rules (if applicable) and in any case in a manner
which will not result in any benefits being conferred on Optionholders which are not conferred
on Shareholders;

(g)

The number of Shares to be issued pursuant to the exercise of Options will be adjusted for
bonus issues made prior to exercise of the Options so that, upon exercise of the Options the
number of Shares received by the Optionholder will include the number of bonus Shares that
would have been issued if the Options had been exercised prior to the record date for the
bonus issues. The exercise price of the Options shall not change as a result of any such
bonus issues;

(h)

Application will be made for the Options to be granted quotation by ASX;

(i)

Subject to paragraph (g) above the Options do not confer on the holder any right to a change
in the exercise price of the Options or a change to the number of underlying securities over
which the Options can be exercised.

SCHEDULE 5 – TERMS AND CONDITIONS OF THE UNDERWRITER OPTIONS
A summary of the terms and conditions of the Underwriter Options are set out below:
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The Underwriter Options entitle the holder to subscribe for Shares on the following terms:
(a)

Each Underwriter Option entitles the holder to subscribe for and be allotted one Share at an
exercise price of 20 cents.

(b)

The Underwriter Options are exercisable at any time prior to 5.00 pm WST time on 31
December 2015 by notice in writing to the Company accompanied by payment of the exercise
price.

(c)

Subject to the Corporations Act, the Listing Rules and the Company's Constitution, the
Underwriter Options are freely transferable. Application will not be made to ASX for official
quotation of the Underwriter Options.

(d)

Shares will be allotted and issued pursuant to the exercise of Underwriter Options following
receipt of a properly executed notice of exercise of the Underwriter Options and payment of the
requisite application monies.

(e)

Shares issued upon exercise of the Underwriter Options will rank equally in all respects with
the other quoted Shares then on issue. The Company will apply for official quotation by ASX of
all Shares issued upon exercise of the Underwriter Options, subject to the requirements of the
Listing Rules.

(f)

There are no participating rights or entitlements inherent in the Underwriter Options and
holders will not be entitled to participate in new issues of capital offered or made to
Shareholders during the currency of the Underwriter Options. However, the Company will
ensure that for the purposes for determining entitlements to any such issue, the record date
will be the date as is prescribed by the Listing Rules. This will give optionholders the
opportunity to exercise their Underwriter Options prior to the date for determining entitlements
to participate in any such issue.

(g)

In the event of any new or bonus issues, there are no rights to a change in the exercise price
or the number of underlying securities over which the Underwriter Options can be exercised.

(h)

In the event of any re-organisation (including a consolidation, sub-division, reduction or return)
of the issued capital of the Company on or prior to the expiry date, the rights of the
optionholder will be changed to the extent necessary to comply with the applicable Listing
Rules at the time of re-organisation.

(i)

The Company will as required by the Listing Rules send notice to the optionholders stating the
name of the optionholder, the number of the Underwriter Options held and the number of
Shares to be issued on exercise of the Underwriter Options, the exercise price, the due date
for payment, and the consequence of non-payment.
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SCHEDULE 6 – INDEPENDENT EXPERT’S REPORT
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RIDGE RESOURCES LTD
Independent Expert’s Report
OPINION: FAIR AND REASONABLE
20 September 2012
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Financial Services Guide
20 September 2012
BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 (“we” or “us” or “ours” as appropriate) has
been engaged by Ridge Resources Ltd (“Ridge”) to provide an independent expert’s report on the
proposal to acquire 100% of the issued capital in Cardinal Resources Limited (“Cardinal”). You will be
provided with a copy of our report as a retail client because you are a shareholder of Ridge.
Financial Services Guide
In the above circumstances we are required to issue to you, as a retail client, a Financial Services
Guide (“FSG”). This FSG is designed to help retail clients make a decision as to their use of the
general financial product advice and to ensure that we comply with our obligations as financial
services licensees.
This FSG includes information about:
Who we are and how we can be contacted;
The services we are authorised to provide under our Australian Financial Services Licence, Licence
No. 316158;
Remuneration that we and/or our staff and any associates receive in connection with the general
financial product advice;
Any relevant associations or relationships we have; and
Our internal and external complaints handling procedures and how you may access them.
Information about us
BDO Corporate Finance (WA) Pty Ltd is a member firm of the BDO network in Australia, a national
association of separate entities (each of which has appointed BDO (Australia) Limited ACN 050 110 275
to represent it in BDO International). The financial product advice in our report is provided by BDO
Corporate Finance (WA) Pty Ltd and not by BDO or its related entities. BDO and its related entities
provide services primarily in the areas of audit, tax, consulting and financial advisory services.
We do not have any formal associations or relationships with any entities that are issuers of financial
products. However, you should note that we and BDO (and its related entities) might from time to
time provide professional services to financial product issuers in the ordinary course of business.
Financial services we are licensed to provide
We hold an Australian Financial Services Licence that authorises us to provide general financial
product advice for securities to retail and wholesale clients.
When we provide the authorised financial services we are engaged to provide expert reports in
connection with the financial product of another person. Our reports indicate who has engaged us and
the nature of the report we have been engaged to provide. When we provide the authorised services
we are not acting for you.
General Financial Product Advice
We only provide general financial product advice, not personal financial product advice. Our report
does not take into account your personal objectives, financial situation or needs.You should consider
the appropriateness of this general advice having regard to your own objectives, financial situation
and needs before you act on the advice.

BDO CORPORATE FINANCE (WA) PTY LTD
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Fees, commissions and other benefits that we may receive
We charge fees for providing reports, including this report. These fees are negotiated and agreed with
the person who engages us to provide the report. Fees are agreed on an hourly basis or as a fixed
amount depending on the terms of the agreement. The fee for this engagement is approximately
$22,000.
Except for the fees referred to above, neither BDO, nor any of its directors, employees or related
entities, receive any pecuniary benefit or other benefit, directly or indirectly, for or in connection
with the provision of the report.
Remuneration or other benefits received by our employees
All our employees receive a salary. Our employees are eligible for bonuses based on overall
productivity but not directly in connection with any engagement for the provision of a report. We have
received a fee from Ridge for our professional services in providing this report. That fee is not linked
in any way with our opinion as expressed in this report.
Referrals
We do not pay commissions or provide any other benefits to any person for referring customers to us in
connection with the reports that we are licensed to provide.
Complaints resolution
Internal complaints resolution process
As the holder of an Australian Financial Services Licence, we are required to have a system for
handling complaints from persons to whom we provide financial product advice. All complaints must
be in writing addressed to The Complaints Officer, BDO Corporate Finance (WA) Pty Ltd, PO Box 700
West Perth WA 6872.
When we receive a written complaint we will record the complaint, acknowledge receipt of the
complaint within 15 days and investigate the issues raised. As soon as practical, and not more than 45
days after receiving the written complaint, we will advise the complainant in writing of our
determination.
Referral to External Dispute Resolution Scheme
A complainant not satisfied with the outcome of the above process, or our determination, has the
right to refer the matter to the Financial Ombudsman Service (“FOS”). FOS is an independent
organisation that has been established to provide free advice and assistance to consumers to help in
resolving complaints relating to the financial service industry. FOS will be able to advise you as to
whether or not they can be of assistance in this matter. Our FOS Membership Number is 12561.
Further details about FOS are available at the FOS website www.fos.org.au or by contacting them
directly via the details set out below.
Financial Ombudsman Service
GPO Box 3
Melbourne VIC 3001
Toll free:
1300 78 08 08
Facsimile:
(03) 9613 6399
Email: info@fos.org.au
Contact details
You may contact us using the details set out at the top of our letterhead on page 1 of this FSG.
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20 September 2012
The Directors
Ridge Resources Ltd
52 Ord Street
West Perth
WA 6005

Dear Sirs

INDEPENDENT EXPERT’S REPORT
1. Introduction

On 27 August 2012, Ridge Resources Ltd (“Ridge” or “the Company”) announced the proposed acquisition
of 100% of the issued capital in Cardinal Resources Limited (“Cardinal”) (“the Transaction”). The
consideration for the Transaction will comprise 30.75 million Ridge shares and 15.375 million $0.20 options
expiring on 30 June 2014 (“the Options”). Ridge will also issue 100 performance shares which will convert
to a total of 10 million ordinary shares on, amongst other significant milestones, the achievement of a
Joint Ore Reserves Committee (“JORC”) compliant inferred resource of 1 Moz of gold (“Performance
Shares”). Following the Transaction, Ridge will trade under the name Cardinal Resources Limited,
however this report will refer to the newly formed group as the “Proposed Merged Entity”.

2. Summary and Opinion
2.1

Purpose of the report

The directors of Ridge have requested that BDO Corporate Finance (WA) Pty Ltd (“BDO”) prepare an
independent expert’s report (“our Report”) to express an opinion as to whether or not the Transaction is
fair and reasonable to the non associated shareholders of Ridge (“Shareholders”).
Our Report is prepared pursuant to ASX listing rule 10.1 and is to be included in the Explanatory
Memorandum and Notice of Meeting for Ridge in order to assist the Shareholders in their decision whether
to approve the Transaction.

2.2

Approach

Our Report has been prepared having regard to Australian Securities and Investments Commission
(“ASIC”), Regulatory Guide 111 (“RG 111”), ‘Content of Expert’s Reports’ and Regulatory Guide 112 (“RG
112”) ‘Independence of Experts’.
In arriving at our opinion, we have assessed the terms of the Transaction as outlined in the body of this
report. We have considered:

BDO Corporate Finance (WA) Pty Ltd ABN 27 124 031 045 AFS Licence No 316158 is a member of a national association of independent entities which are all members of BDO
(Australia) Ltd ABN 77 050 110 275, an Australian company limited by guarantee. BDO Corporate Finance (WA) Pty Ltd and BDO (Australia) Ltd are members of BDO International
Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme approved under
Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in each State or Territory other than Tasmania.
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How the value of a Ridge share prior to the Transaction compares to the value of a share in the
Proposed Merged Entity following the Transaction;
The likelihood of a superior alternative offer being available to Ridge;
Whether a premium for control is being offered in relation to the issue of Ridge shares and whether
this is appropriate;
Other factors which we consider to be relevant to the Shareholders in their assessment of the
Transaction; and
The position of Shareholders should the Transaction not proceed.

2.3

Opinion

We have considered the terms of the Transaction as outlined in the body of this report and have
concluded that, in the absence of a superior offer, the Transaction is fair and reasonable to Shareholders.

2.4

Fairness

In Section 12 we assessed the fairness of the Transaction by considering the value of a Ridge share prior to
the Transaction and the value of a share in the Proposed Merged Entity, as detailed hereunder.

Ref

Low

Midpoint

High

$

$

$

Value of a share in Ridge

10.3

0.123

0.137

0.151

Value of a share in the Proposed Merged Entity (on an

11.1

0.107

0.162

0.216

11.2

0.100

0.127

0.154

undiluted basis)
Value of a share in the Proposed Merged Entity (on a fully
diluted basis)

The above valuation ranges are graphically presented below:

Value of a share in Ridge prior to the
Transaction
Value of a share in the Proposed Merged Entity
(on an undiluted basis)
Value of a share in the Proposed Merged Entity
(on a fully diluted basis)

$0.00

$0.05

$0.10

$0.15

$0.20

$0.25

2
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The value of a share in the Proposed Merged Entity, both on an undiluted and diluted basis is in the range
of the value of a Ridge share prior to the Transaction and as such the Transaction is fair.

2.5

Reasonableness

We have considered the analysis in Sections 13 of this report, in terms of both
advantages and disadvantages of the Transaction; and
alternatives, including the position of Shareholders if the Transaction does not proceed.

In our opinion, the position of Shareholders if the Transaction is approved is more advantageous than the
position if the Transaction is not approved. Accordingly, in the absence of any other relevant information
and/or a superior proposal we believe that the Transaction is reasonable for Shareholders.
The respective advantages and disadvantages considered are summarised below:
ADVANTAGES AND DISADVANTAGES
Section
13.4

Advantages
The Transaction is fair

13.4

Creation of a combined group with a

Section
13.5
13.5

Disadvantages
Dilution of Shareholder’s interests
Change of risk exposure

stronger position

13.4

Creation of a company with a larger
and more diversified portfolio of
assets

13.4

Expertise of existing Cardinal Board

3. Scope of the Report
3.1

Purpose of the Report

ASX Listing Rule 10.1 requires that a listed entity must obtain shareholders’ approval before it acquires or
disposes of a substantial asset, when the consideration to be paid for the asset or the value of the asset
being disposed constitutes more than 5% of the equity interest of that entity at the date of the last
audited accounts. Based on the audited accounts as at 30 June 2012 the value of the consideration paid
for the assets will be greater than $103,136, being 5% of the equity interest of Ridge.
Listing Rule 10.1 applies where the vendor or acquirer of the relevant assets is a related party of the
listed entity.

Shareholder approval is required for the acquisition of all of the Cardinal Shares held by ACP Investments
Pty Ltd (“ACP”), and the issue of 562,500 shares and 281,250 options to ACP (or its nominee). ACP is
considered a related party as it is controlled by Mr Alec Pismiris, the Executive Director and Company
Secretary of Ridge.

3
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Listing Rule 10.10.2 requires the Notice of Meeting for shareholders’ approval to be accompanied by a
report by an independent expert expressing their opinion as to whether the transaction is fair and
reasonable to the shareholders whose votes are not to be disregarded in respect of the transaction nonassociated shareholders.
Accordingly, an independent experts’ report is required for the Transaction. The report should provide an
opinion by the expert stating whether or not the terms and conditions in relation thereto are fair and
reasonable to non-associated shareholders of Ridge.

3.2

Regulatory guidance

Neither the Listing Rules nor the Corporations Act defines the meaning of “fair and reasonable”. In
determining whether the Transaction is fair and reasonable, we have had regard to the views expressed by
ASIC in RG 111. This regulatory guide provides guidance as to what matters an independent expert should
consider to assist security holders to make informed decisions about transactions.
This regulatory guide suggests that where the transaction is a control transaction, the expert should focus
on the substance of the control transaction rather than the legal mechanism to affect it. RG 111 suggests
that where a transaction is a control transaction, it should be analysed on a basis consistent with a
takeover bid.
In our opinion, the Transaction is a control transaction as defined by RG 111 and we have therefore
assessed the Transaction to consider whether, in our opinion, it is fair and reasonable to Shareholders.

3.3

Adopted basis of evaluation

RG 111 states that a transaction is fair if the value of the offer price or consideration is greater than the
value of the securities subject of the offer. This comparison should be made assuming a knowledgeable
and willing, but not anxious, buyer and a knowledgeable and willing, but not anxious, seller acting at
arm’s length. When considering the value of the securities subject of the offer in a control transaction the
expert should consider this value inclusive of a control premium. Further to this, RG 111 states that a
transaction is reasonable if it is fair. It might also be reasonable if despite being ‘not fair’ the expert
believes that there are sufficient reasons for security holders to accept the offer in the absence of any
higher bid.
Having regard to the above, BDO has completed this comparison in two parts:
A comparison between the value of a Ridge share prior to the Transaction and the value of a share in
the Proposed Merged Entity following the Transaction (fairness – see Section 12 “Is the Transaction
Fair?”); and
An investigation into other significant factors to which Shareholders might give consideration, prior to
approving the resolution, after reference to the value derived above (reasonableness – see Section
13“Is the Transaction Reasonable?”).

This assignment is a Valuation Engagement as defined by APES 225 Valuation Services. A Valuation
Engagement means an engagement or assignment to perform a valuation and provide a valuation report
where we determine an estimate of value of the Company by performing appropriate valuation procedures
and where we apply the valuation approaches and methods that we consider to be appropriate in the
circumstances.

4

4. Outline of the Transaction
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On 27 August 2012, Ridge announced the proposed acquisition of 100% of the issued capital in Cardinal
Resources Limited. The Transaction consideration comprises:
30,750,000 Ordinary Shares
15,375,000 Options exercisable at $0.20, expiring on 30 June 2014
100 Performance Shares that will convert to a total of 10 million ordinary shares upon one of the
following conditions being satisfied:
o JORC compliant inferred resource of 1 Moz of gold
o Market capitalisation of $50,000,000 based on a 30 day VWAP
o Project sale value of at least $25,000,000
o Joint venture arrangement resulting in cash or equivalent payment of at least
$25,000,000.

In conjunction with the Transaction, Ridge will also undertake a pro rata non-renounceable entitlements
offer of 25,070,250 shares on the basis of three new shares for every two shares held by Ridge and a three
for two option offer exercisable at $0.20 expiring on 30 June 2014 (“Entitlements Offer”). The
Entitlements Offer will be at an issue price of $0.20 per share to raise approximately $5,014,000. Subject
to obtaining sub-underwriting commitments, Azure Capital Limited (“Azure”) has agreed to conditionally
underwrite up to $4.0 million of the Entitlements Offer. For acting as underwriter Azure are entitled to a
1% management fee and a 5% underwriting fee. Upon the relisting of Ridge’s securities on the ASX, Azure
is also entitled to subscribe for 5 million options in Ridge exercisable at $0.20 expiring on 31 December
2015 at an issue price of $0.002 per Option.
Ridge will also issue to Cardinal 1,500,000 ordinary shares and 750,000 options exercisable at $0.20 on or
before 30 June 2014 that will be issued for the full satisfaction of loans totalling US$300,000 made to
Cardinal (“Debt Conversion”).

5

Movements in the total shares on issue post the Transaction are shown in the table below:
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Cardinal
Number of shares

Other Shareholders

Shares on issue at the date of this report
Shares issued as consideration for Cardinal
Shares issued under Entitlements Offer
Shares issued for Debt Conversion

16,713,500
25,070,250
-

Shareholders
30,750,000
-

Total
16,713,500
30,750,000
25,070,250

1,500,000

1,500,000

41,783,750

32,250,000

74,033,750

56.44%

43.56%

100.00%

Debt conversion options

-

750,000

750,000

Options issued as consideration

-

15,375,000

15,375,000

Performance Shares issued as consideration

-

10,000,000

10,000,000

41,783,750

58,375,000

100,158,750

41.72%

58.28%

100.00%

Assuming exercise of all Options and Performance
Shares issued to Cardinal as consideration

The table above indicates that if all Options included in the Transaction consideration are exercised,
Cardinal shareholders will hold a maximum of 58.28%, with existing Ridge Shareholders owning 41.72% of
the issued capital of the Proposed Merged Entity. Assuming that none of the Options or Performance
Shares are converted to shares, then Cardinal will own 43.56% of the issued capital in the Proposed
Merged Entity with existing Shareholders owning 56.44%.
If the Transaction is approved, Ridge will also advance Cardinal a loan facility of $100,000 to be used by
Cardinal for capital expenditure on its Ghanian assets. In the event the Transaction does not proceed, the
loan amount advanced to Cardinal is to be repaid within six months of the proposed completion date at an
interest rate of 9% per annum.
Prior to the completion of the Transaction, Cardinal may issue no more than a further 3 million shares at a
price of no less than $0.10 per share. In the event that Cardinal issues further shares prior to completion
of the Transaction, 3 Ridge shares for every 4 Cardinal shares and 1 $0.20 Option for every 2 Ridge shares
issued will be offered to the relevant Cardinal shareholders.

5. Profile of Ridge Resources Ltd
5.1

Overview

Ridge is a junior exploration company incorporated in November 2010 and based in Perth. The Company
was listed on the ASX in August 2011. Ridge’s objective is to pursue uranium opportunities and its key
interest lies solely in the Mount Alexander Project.

6

5.2

Projects
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Mount Alexander Project
The Mount Alexander Project is secured by Exploration Licence EL08/1987, granted on 23 February 2010
over 90 square kilometres. The site is located approximately 20 kilometres southeast of Nanutarra and 120
kilometres south of Onslow in the northwest of Western Australia (refer to map below). The registered
holder of the tenement is Northern Manganese Limited (formerly Groote Resources Limited).
In November 2010 the Company entered into an agreement to earn a 60% interest in the Mount Alexander
Project from Northern Manganese Limited through the expenditure of $1 million on the Mount Alexander
Project, along with a further 10% interest through additional expenditure of $800,000. Following
completion of due diligence on the Mount Alexander Project, Ridge entered into a Farm-in arrangement
and Joint Venture Agreement with Northern Manganese Limited.
The metasediments of the Gascoyne Complex have been extensively intruded by sodic granitoids. It is
possible that the granitoids have provided the mineralising fluids for the mineralisation in the area
representing potential sources of uranium, tin, tantalum, zinc and lead.
Ridge has, as at 30 June 2012 recognised capitalised exploration and evaluation expenditure of $103,985.

Source: www.ridgeresources.com.au
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5.3

Historical Balance Sheet
Audited as at

Audited as at

30-Jun-12

30-Jun-11

$

$

2,008,090

9,306

31,182

5,828

3,611

56,952

-

296,745

2,042,883

368,831

103,985

-

412

412

104,397

412

2,147,280

369,243

84,560

87,899

Statement of Financial Position
CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Prepayments
Other
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Exploration and evaluation
Other non-current assets
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS
CURRENT LIABILITIES
Trade and other payables
Other current liabilities

-

296,745

TOTAL CURRENT LIABILITIES

84,560

384,644

TOTAL LIABILITES

84,560

384,644

2,062,720

(15,401)

2,024,917

410

253,816

11,600

(216,013)

(27,411)

2,062,720

(15,401)

NET ASSETS
EQUITY
Contributed equity
Reserves
Accumulated losses
TOTAL EQUITY

Source: Audited financial statements as at 30 June 2011 and 30 June 2012.

Set out below is an explanation of the movements in key balance sheet items:
Cash has increased from $9,306 at 30 June 2011 to $2,008,090 at 30 June 2012, predominantly due
to the issue of $2.5 million of ordinary share capital associated with the Company’s listing in
August 2011.
The trade and other receivables at 30 June 2012 comprise mainly other receivables of $24,511
with the remaining balance pertaining to Government taxes receivable.
The prepayments at 30 June 2012 relate predominantly to prepaid capital raising expenses of
$56,952.
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The exploration and evaluation expenditure relates to capitalised expenditure on the Mount
Alexander Project during the 2012 financial year.
Trade and other payables have remained stable between periods with the balance comprised
mainly of trade payables and accrued expenses. The trade payables and accrued expenses mainly
relate to costs associated with exploration activities and the administration of the Company.
The other current liabilities at 30 June 2011 relate to share subscriptions received in advance.
In the year ended 30 June 2012 Ridge issued 12,583,500 ordinary shares and 8,291,750 options,
whilst 30,000 options were exercised. The net result of these movements in contributed equity
between 30 June 2011 and 30 June 2012 was $2,024,507.

5.4

Historical Statement of Comprehensive Income

Statement of Comprehensive Income
Revenue

Audited for the

Audited for the

year ended 30-Jun-12

year ended 30-Jun-11

$

$

112,825

206

(16,875)

(5,982)

(159,050)

(13,254)

(105,334)

(8,381)

(20,168)

-

(188,602)

(27,411)

-

-

(188,602)

(27,411)

Expenses
Administration and corporate expenses
Board expenses
Compliance expenses
Travel and accommodation expenses
Loss from continuing operations before income tax
Income tax expense
Loss from continuing operations after income tax
Foreign currency translation differences
Total comprehensive loss for the year

(188,602)

(27,411)

Source: Audited financial statements for the years ended 30 June 2011 and 30 June 2012.

Set out below is an explanation of the significant items in the statement of comprehensive income:
Revenue for the years ended 30 June 2011 and 30 June 2012 relates to interest received on its
cash balances.
Compliance expenses relate to the expenses incurred in relation to maintaining a publicly listed
company.
Board expenses incurred in the year ended 30 June 2012 of $159,050 relate to director fees and
compulsory superannuation paid and accrued during the 2012 financial year.
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The share structure of Ridge as at 3 August 2012 is outlined below:
Number

Total Ordinary Shares on Issue

16,713,500

Top 20 Shareholders

7,986,507

Top 20 Shareholders - % of shares on issue

47.8

Source: Company share register

The range of shares held in Ridge as at 3 August 2012 is as follows:
No. of Ordinary

No. of Ordinary

Shareholders

Shares

1-1,000

1

10

0.00

1,001-5,000

4

20,000

0.12

5,001-10,000

161

1,610,000

9.63

10,001-100,000

131

4,689,090

28.06

35

10,394,400

62.19

332

16,713,500

100.00

Range of Shares Held

100,001 – and over
TOTAL

%Issued Capital

Source: Company share register
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The ordinary shares held by the most significant shareholders as at 3 August 2012 are detailed below:
No of Ordinary

Percentage of

Shares Held

Issued Shares (%)

Panga Pty Ltd

1,750,000

10.47

Thomas Francis Corr

743,507

4.45

ACP Investments Pty Ltd

500,000

2.99

Surfboard Pty Ltd

500,000

2.99

Total Top 4

3,493,507

20.9

Others

13,219,993

79.1

Total Ordinary Shares on Issue

16,713,500

100.0

For personal use only

Name

Source: Company share register

The outstanding Ridge options prior to the Transaction are set out in the table below:

Listed Ridge Options

Expiry
30/06/2014

Exercise Price
0.20

Number of Options
6,261,750

Cash raised if exercised
($)
1,252,350

Ridge Options in escrow

30/06/2014

0.20

6,000,000

1,200,000

Options
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6. Profile of Cardinal Resources Limited
6.1

Overview

Cardinal was incorporated on 7 July 2006 as Pegusus Copper and Gold Pty Ltd. The Company changed its
name to Cardinal Resources Pty Ltd on 20 June 2011 and converted to public company status on 3 August
2011. The Company is an unlisted mining company with its head office in Perth, Western Australia.
Cardinal’s operations are based in West Africa (shown in the map below) where it holds three
reconnaissance permits in the Nangodi Belt in the upper north-eastern region of Ghana, near the town of
Bolgatanga.

www.cardinalresources.com.au

The Nangodi Belt is the north-eastern extension of the Bole-Nangodi Greenstone Belt that hosts a number
of the major gold deposits within Ghana. The north-eastern extension of the Bole-Nangodi Greenstone Belt
remains relatively under explored when compared with the other major greenstone belts in the south
western domain of Ghana.
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Projects
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Bolgatanga Project
The Bolgatanga Project is owned by Cardinal Resources Ghana Limited, a wholly owned subsidiary of
Cardinal and is located in a Paleoproterzoic granite-greenstone belt in northeast Ghana close to the
border with Burkina Faso. The Bolgatanga Project comprises the Kungongo and Bongo Reconaissance
Licences and the Ndongo Prospecting Licence and covers approximately 660 square kilometres.
The Nangodi Greenstone Belt is the southern portion of the belt that crosses into Burkina Faso where the
Youga gold mine is located. This mine, owned by Endeavour Mining Corporation is located 50 kilometres to
the north east and is currently in production. The mine commenced production in 2008 and has a quoted
reserve of 4.5 million tonnes @2.5g/t Au (362,000 oz). The belt is comprised of Birimian-aged
interbedded metavolcanics metasediments and occasional cherty horizons. There are some small basic to
intermediate intrusions within the belt that are associated with gold mineralisation.

Subranum Project
The Subranum Project is located in the southern part of Ghana, approximately 45 kilometres northwest of
the township of Kumasi, and 240 kilometres northwest of Accra, in the Sabranomu district. The single
tenement in the Subranum Project covers an area of 68.7 square kilometres and is situated in the SefwiBibiani greenstone belt in South-western Ghana. It is proximal to the currently producing Bibiani and
Chirano mines which are owned by Noble Mineral Resources Pty Ltd and Kinross Mining Corporation.
Further information on the Boltanga and Subranum Projects are included in the Independent Geologist’s
report at Appendix 3.
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6.3

Historical Balance Sheet
Audited as at

Audited as at

30-Jun-12

30-Jun-11

$

$

170,464

17,529

Trade and other receivables

7,993

1,151

Other assets

3,194

4,101

181,651

22,781

250,975

37,060

-

3,910

TOTAL NON-CURRENT ASSETS

250,975

40,970

TOTAL ASSETS

432,626

63,751

Trade and other payables

139,369

39,263

Borrowings

297,891

283,095

TOTAL CURRENT LIABILITIES

437,260

322,358

TOTAL LIABILITES

437,260

322,358

(4,634)

(258,607)

1,729,599

107,399

10,658

65,235

(1,744,891)

(431,241)

(4,634)

(258,607)

Statement of Financial Position
CURRENT ASSETS
Cash and cash equivalents

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Plant and equipment
Other assets

CURRENT LIABILITIES

NET ASSETS
EQUITY
Issued capital
Foreign currency translation reserve
Accumulated losses
TOTAL EQUITY

Source: Audited financial statements as at 30 June 2011 and 30 June 2012.

Set out below is an explanation of the movements in key balance sheet items:
The cash balance at 30 June 2012 increased to $170,464 from $17,529 at 30 June 2011. The
significant cash flows between the two balance dates were attributable to the proceeds from the
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issue of share capital of $1,622,200 (net of costs), partially offset by the $1,002,397 expenditure
on mining interests.
Trade and other receivables include amounts outstanding for GST and reimbursable amounts for
expenses incurred.
Cardinal acquired $37,718 and $263,271 of plant and equipment during the years ended 30 June
2011 and 30 June 2012 respectively. No disposals were made over this period.
The short term borrowings predominantly relate to unsecured interest free loans made from
parties associated with the directors, Marcus Michael (for $49,649) and Archie Koimtsidis and Malik
Easah (for $99,297 each). The loans were repayable on 1 July 2012 or 21 days after listing of
Cardinal’s securities on the ASX, whichever occurs first. On 29 June 2012 an agreement was
entered which stipulated that the loan was repayable on 31 October 2012, or if not converted into
shares by mutual agreement of the parties before the repayment date, the loans are repayable 21
days after the listing of the securities on the ASX.
Cardinal issued 20,171,000 shares worth $1,622,200 (net of transaction costs) during the year
ended 30 June 2012.

6.4

Historical Statement of Comprehensive Income

Statement of Comprehensive Income
Revenue

Audited for the

Audited for the

year ended 30-Jun-12

year ended 30-Jun-11

$

$

74

-

(284,857)

72,666

-

(233,820)

(1,028,867)

(220,404)

-

(49,683)

(1,313,650)

(431,241)

Expenses
Administration expenses
Goodwill on acquisition of subsidiary written off
Exploration expenditure
Other expenses
Loss from continuing operations before income tax
Income tax expense
Loss from continuing operations after income tax
Foreign currency translation differences
Total comprehensive loss for the year

-

-

(1,313,650)

(431,241)

(54,577)

65,235

(1,368,227)

(366,006)

Source: Audited financial statements for the years ended 30 June 2011 and 30 June 2012.

Set out below is an explanation of the significant items in the statement of comprehensive income:
Administration expenses for the year ended 30 June 2012 predominantly comprise of accounting
fees, company secretarial, book keeping and administration expenses of $97,127. The negative
expense of $72,666 for the year ended 30 June 2011 was caused by the forgiven loan amount of
$267,944.
The goodwill on acquisition of a subsidiary was written off during the year ended 30 June 2011.
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The share structure of Cardinal as at 30 August 2012 is outlined below:
Number
Total ordinary shares on issue

41,000,000

Top 20 shareholders

35,760,000

Top 20 shareholders - % of shares on issue

87.22%

Source: Company share register

The range of shares held in Cardinal as at 30 August 2012 is as follows:
Range of Shares Held

Number of Ordinary

Number of Ordinary

Percentage of Issued

Shareholders

Shares

Shares (%)

1 - 1,000

-

-

0.00%

1,001 - 5,000

-

-

0.00%

5,001 - 10,000

-

-

0.00%

10,001 - 100,000

15

1,260,000

3.07%

100,001 - and over

35

39,740,000

96.93%

TOTAL

50

41,000,000

100.00%

Source: Company share register

The ordinary shares held by the most significant shareholders as at 30 August 2012 are detailed below:
Number of Ordinary

Percentage of Issued

Shares Held

Shares (%)

St Barnabas Investments

6,375,000

15.55%

Titans Investments Company

5,100,000

12.44%

Riverfront Nominees Pty Ltd

4,150,000

10.12%

Oceanic Capital Pty Ltd

3,121,000

7.61%

Subtotal Top 4

18,746,000

45.72%

Others

22,254,000

54.28%

41,000,000

100.00%

Name

Total ordinary shares on Issue

Source: Company share register
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Having picked up in the early months of 2012, growth in the world economy has since softened. Current
assessments are that global GDP will grow at no more than average pace in 2012, with risks to the outlook
still on the downside. Economic activity in Europe is contracting, while growth in the United States is only
modest. Growth in China remained reasonably robust in the first half of this year, albeit well below the
exceptional pace seen in recent years. Some recent indicators have been weaker, which has added to
uncertainty about near-term growth. Around Asia generally, growth is being dampened by the more
moderate Chinese expansion and the weakness in Europe.
Markets for key natural resources are adjusting accordingly. Some commodity prices of importance to
Australia have fallen sharply in recent weeks. The terms of trade peaked a year ago and have declined
significantly since then, though they remain historically high.
Financial markets have responded positively over the past couple of months to signs of progress in
addressing Europe's financial problems, but expectations for further progress are high. Low appetite for
risk has seen long-term interest rates faced by highly rated sovereigns, including Australia, remain at
exceptionally low levels. Nonetheless, capital markets remain open to corporations and well-rated banks,
and Australian banks have had no difficulty accessing funding, including on an unsecured basis. Share
markets have generally risen over the past couple of months, on very light volumes.
In Australia, most indicators available suggest growth has been running close to trend, led by very large
increases in capital spending in the resources sector. Consumption growth was also quite firm in the first
half of the year, though some of that strength was temporary. Labour market data have shown moderate
employment growth, even with job shedding in some industries, and the rate of unemployment has thus
far remained low.
Inflation remains low, with underlying measures near 2% over the year to June, and headline CPI inflation
lower than that. The introduction of the carbon price is starting to affect consumer prices in the current
quarter, and this will continue over the next couple of quarters. The Reserve Bank of Australia’s
assessment is that inflation will be consistent with the target over the next one to two years. Maintaining
low inflation will, however, require growth in domestic costs to remain contained as the effects of the
earlier exchange rate appreciation wane.
As a result of the sequence of earlier decisions, interest rates for borrowers are a little below their
medium-term averages. The impact of those changes is still working its way through the economy, but
dwelling prices have firmed a little and business credit has picked up this year. The exchange rate has
declined over the past month or two, though it has remained higher than might have been expected, given
the observed decline in export prices and the weaker global outlook.
Source: www.rba.gov.au Statement by Glenn Stevens, Governor: Monetary Policy Decision 4 September 2012
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8.1

Background
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8.

Gold is both a commodity and an international store of monetary value. Once mined, gold continues to
exist indefinitely, often melted down and recycled to produce alternative or replacement products. This
characteristic means that gold demand is supported by both mine production and gold recycling.

Gold Supply and Demand
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140%

Demand as % Supply

Gold Demand/Supply Mined
Metric tonnes

As illustrated in the chart below, gold mine production was approximately 2,812 metric tonnes in 2011 and
gold consumption was 4,436 metric tonnes. Demand for gold has consistently exceeded supply over the
last 10 years, and the escalated level of economic and financial uncertainly during the past 24 months has
caused investors to move capital from risky assets to gold assets, which are perceived to be a good store
of monetary value. As a result, total gold demand increased by 8% between 2009 and 2011, with demand
as a percentage of supply remaining at over 150% for the same period.

135%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Gold Mine Supply

Gold Demand

Demand as % Supply

Source: Bloomberg and BDO Analysis

Until the late 1980’s South Africa produced approximately half of total gold production. More recently
however, gold production has become geographically segmented, as shown in the chart below, with
production dominated by China and Australia.
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Production by Country - YTD August 2012
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Source: Bloomberg and BDO Analysis

8.2

Prices

The price of gold fluctuates on a daily basis depending on global demand and supply factors. The price
trend over the last two years is reflective of weak global economic conditions driving demand. As can be
seen in the graph below, the value of gold peaked at USD$1,900 per ounce on 5 September 2011. This
peak was largely caused by the recent debt market crisis in Europe, but it was also driven by the Standard
and Poor’s downgrade of the US credit rating. This sent global stock markets tumbling and a flood of
investors towards safer havens such as gold. Prices contracted in December 2011 reaching a low of
USD$1,545 per ounce however 2012 has seen the gold price recover reaching USD$1,639 at 22 August 2012.
The outlook for gold prices is that they will fall over the next three years to approximately $1,284 per
ounce in 2016. Nevertheless, growth in global money supply, U.S dollar depreciation and overall
uncertainty in global financial markets may continue to drive investors toward using precious metals as a
store of value. This could be further fuelled by the rapidly increasing appetite for precious metals from
China.
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8.3

Outlook

The global financial crisis has caused a great amount of uncertainty within the financial markets. Gold
prices have experienced a large amount of volatility over the past twelve months which has lead to a
great deal of uncertainty over future prices. Although long term price forecasts show a downward trend,
the consensus among analysts is that growth in the global money supply, US dollar depreciation and
overall uncertainty in the global financial markets should continue to drive investors towards gold and
other precious metals in the short run.

8.4

Recent Gold Transactions

The emergence of a new generation of mid-tier miners and the resurgent gold price has been driving the
increase in the number of announced gold acquisitions in early 2012. In August Zijin Mining Group
announced that it had made a cash offer to acquire its remaining 83.02% share in Norton Gold Fields Ltd
for $198 million. Recently, two large deals have also been announced to the market. On 6 August 2012,
Silver Lake Resources announced it planned to merge with Integra Mining Ltd in a deal worth $417 million
and on 29 June 2012 it was announced that Allied Gold Mining Plc and St Barbara Ltd had reached an
agreement in which the two companies would merge, worth $594 million.

8.5

Mining in Ghana

Ghana has a low sovereign risk rating and has enjoyed over 20 years of continuous democratic rule. It is
one of the most developed and affluent countries in Africa with a well developed mining code as
evidenced by the fact that it is Africa’s second largest gold producer. The larger miners with operations in
Ghana include Newmont Mining Corporation and AngloGold Ashanti with smaller players such as Randgold
Resources, Keegan Resources, Redback Mining, Golden Star Resources and African Gold Group.
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9.

Valuation approach adopted
9.1

Valuation of Ridge

There are a number of methodologies which can be used to value a business or the shares in a company.
The principal methodologies which can be used are as follows:
Capitalisation of future maintainable earnings (“FME”)
Discounted cash flow (“DCF”)
Quoted market price basis (“QMP”)
Net asset value (“NAV”)
Market based assessment

A summary of each of these methodologies is outlined in Appendix 2.
Different methodologies are appropriate in valuing particular companies, based on the individual
circumstances of that company and available information. In our assessment of the value of Ridge shares
we have chosen to employ the following methodologies:
Net asset value
Quoted market price basis

We have chosen these methodologies for the following reasons:
As Ridge is in an exploration company, the core value is in the cash and exploration assets that it
holds;
Ridge is listed on the ASX and this provides an indication of the market value where an observable
market for the securities exists;
Ridge does not generate regular trading income. Therefore there are no historic profits that could be
used to represent future earnings. This means that the FME valuation is not appropriate; and
Ridge is still in the early stage of exploration and is not expected to be in production in the
foreseeable future. Therefore the application of the DCF method is not appropriate.

9.2

Valuation of Proposed Merged Entity

In our assessment of the value of the Proposed Merged Entity, we have chosen to employ the following
methodologies:
Sum-of-parts method, as our primary method, which estimates the market value of a company by
separately valuing each asset and liability of the company. The value of each asset may be
determined using different methods. The component parts of the Proposed Merged Entity are
valued using NAV as our primary methodology; and
QMP as our secondary method, which analyses the trading activity of Ridge shares on the ASX
following the announcement of the Transaction.
9.2.1

Sum-of-parts

We have employed the sum-of-parts method in estimating the fair market value of the Proposed Merged
Entity by aggregating the estimated fair market values of its underlying assets and liabilities, having
consideration to the following:
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The net asset value of Ridge, including the value of mining tenements held
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The exploration assets of Cardinal
The value of other assets and liabilities of Cardinal
Pro-forma net cash following the repayment of shareholder loans
The resulting number of shares upon completion of the Transaction.

In valuing Cardinal’s exploration assets, we have relied on the independent specialist valuation performed
by SRK Consulting Pty Ltd (“SRK”) in accordance with the Code of Technical Assessment and Valuation of
Mineral and Petroleum Assets and Securities for Independent Expert Reports (“the Valmin Code”) and the
Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves (“JORC
Code”).
We are satisfied with the valuation methodologies adopted by SRK which we believe are in accordance
with industry practices and compliant with the requirements of the Valmin Code. A copy of SRK’s report is
attached in Appendix 3.
In valuing the Ridge’s Mount Alexander Project, we have used the cost approach, which is based on the
total past expenditure (whether capitalised or not capitalised in the financial accounts) incurred on the
project. We have used this approach where the mining tenement is not material to the overall value of
the company’s assets and/or they have had little exploration costs devoted to them such that the market
value of the assets is unlikely to vary significantly from their book value.
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10.

Valuation of Ridge

10.1 Net Asset Valuation of Ridge

The value of Ridge’s assets on a going concern basis is reflected in our valuation below:

Statement of Financial Position

30-Jun-12
$

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Prepayments
TOTAL CURRENT ASSETS

2,008,090
31,182
3,611
2,042,883

NON-CURRENT ASSETS
Property, plant and equipment

412

Exploration expenditure

103,985

TOTAL NON-CURRENT ASSETS

104,397

TOTAL ASSETS

2,147,280

CURRENT LIABILITIES
Trade and other payables

84,560

TOTAL CURRENT LIABILITIES

84,560

TOTAL LIABILITES

84,560

NET ASSETS
Number of shares on issue
Value per share ($)

2,062,720
16,713,500
$0.123

We have been advised that there has not been a significant change in the net assets of Ridge since 30 June
2012 and that the book value of the assets and liabilities represent the market value of these assets and
liabilities. We note that the current net asset value and the quoted market share price (as calculated in
Section 10.2), the outstanding $0.20 Options are out-of-the-money and as such we have not calculated the
NAV per share on a diluted basis.
We have not requested a specialist valuation report for the exploration and evaluation assets as this is not
a material asset. In addition we note that Ridge is required to spend $800,000 in total to earn their initial
60% interest in the project.
The table above indicates the net asset value of a Ridge Share is $0.123.
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To provide a comparison to the valuation of Ridge in Section 10.1, we have also assessed the quoted
market price for a Ridge share.
The quoted market value of a company’s shares is reflective of a minority interest. A minority interest is
an interest in a company that is not significant enough for the holder to have an individual influence in the
operations and value of that company.
RG 111.11 suggests that when considering the value of a company’s shares for the purposes of approval
under Item 7 of s611 the expert should consider a premium for control. An acquirer could be expected to
pay a premium for control due to the advantages they will receive should they obtain 100% control of
another company. These advantages include the following:
control over decision making and strategic direction;
access to underlying cash flows;
control over dividend policies; and
access to potential tax losses.

Therefore, our calculation of the quoted market price of a Ridge share including a premium for control has
been prepared in two parts. The first part is to calculate the quoted market price on a minority interest
basis. The second part is to add a premium for control to the minority interest value to arrive at a quoted
market price value that includes a premium for control.

Minority interest value
Our analysis of the quoted market price of a Ridge share is based on the pricing prior to the
announcement of the Transaction. This is because the value of a Ridge share after the announcement may
include the effects of any change in value as a result of the Transaction. However, we have considered
the value of a Ridge share following the announcement when we have considered reasonableness in
Section 13.
Information on the Transaction was announced to the market on 27 August 2012. Therefore, the following
chart provides a summary of the share price movement over the 12 months to 24 August 2012 which was
the last trading day prior to the announcement.
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Ridge Share Price and Trading History
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Source: Bloomberg

The daily price of Ridge shares from 24 August 2011 to 24 August 2012 has ranged from a low of $0.085 on
24 July 2012 to a high of $0.18 on 1 May 2012.
In the year to 24 August 2012, Ridge’s share price has fluctuated, staying between $0.12 and $0.16 in the
first eight months of the year and then declining over three months of the year before recovering slightly
in August.
The high price of $0.18 in July follows Ridge’s initial activity report regarding its Mount Alexander Project
in the north-west of Western Australia. Ridge’s share price then declined to a low of $0.085. On 27 July
2012, Ridge announced initial sampling results undertaken by Ridge’s independent geologist at Mt
Alexander and Ridge’s share price has since risen to $0.12.
The largest volume of Ridge shares traded was 250,000 on 10 October 2011, the same day Mr Alec Pismiris,
Ridge’s Executive Director and Company Secretary obtained 116,240 Ridge shares and on the 19th to the
26th of April when 395,000 shares were traded following the release of Ridge’s Quarterly Activities Report.
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During this period a number of announcements were made to the market. The key announcements are set
out below:
Closing Share
Price Following
Announcement

Closing Share Price
Three Days After
Announcement

Announcement
Full Year Statutory Accounts

$ (movement)
0.12 ( Nil)

$ (movement)
0.12 ( Nil)

27/07/2012

Quarterly Cashflow Report

0.105 (

Nil)

0.105 (

Nil)

27/07/2012

Quarterly Activities Report

0.105 (

Nil)

0.105 (

Nil)

13/04/2012

Quarterly Cashflow Report

0.135 (

Nil)

0.135 (

Nil)

13/04/2012

Quarterly Activities Report

0.135 (

Nil)

0.135 (

Nil)

24/02/2012

Half Year Accounts

0.15 ( Nil)

0.15 ( Nil)

25/01/2012

Quarterly Cashflow Report

0.15 ( 7%)

0.15 ( Nil)

25/01/2012

Quarterly Activities Report

0.15 ( 7%)

0.15 ( Nil)

14/12/2011

NTM: Airborne Survey of the Mt Alexander Project

0.13 ( 8%)

0.13 ( Nil)

13/12/2011

Change of Director`s Interest Notice

0.12 ( Nil)

0.13 ( 8%)

12/12/2011

Airborne Survey

0.12 ( Nil)

0.13 ( 8%)

9/12/2011

Change of Director`s Interest Notice

0.12 ( Nil)

0.12 ( Nil)

24/10/2011

Change of Director`s Interest Notice

0.14 ( Nil)

0.14 ( Nil)

19/10/2011

Change of Director`s Interest Notice

0.14 ( Nil)

0.14 ( Nil)

18/10/2011

Change of Director`s Interest Notice

0.14 ( Nil)

0.14 ( Nil)

18/10/2011

Change of Director`s Interest Notice

0.14 ( Nil)

0.14 ( Nil)

14/10/2011

Results of Meeting

0.14 ( Nil)

0.14 ( Nil)

13/10/2011

Quarterly Cashflow Report

0.14 ( Nil)

0.14 ( Nil)

13/10/2011

Quarterly Activities Report

0.14 ( Nil)

0.14 ( Nil)

11/10/2011

Change of Director`s Interest Notice

0.14 ( 3%)

0.14 ( Nil)

10/10/2011

Change of Director`s Interest Notice

0.145 (

0.14 ( 3%)

13/09/2011

Notice of Annual General Meeting/Proxy Form

0.16 ( 3%)

0.155 (

3%)

13/09/2011

Annual Report to shareholders

0.16 ( 3%)

0.155 (

3%)

9/09/2011

Appendix 3B

0.16 ( Nil)

0.155 (

3%)

2/09/2011

Appointment of Independent Geological Consultant

0.175 (

0.155 (

11%)

Date
22/08/2012

3%)

Nil)

Source: ASX company announcements

Ridge’s share price has not changed significantly as a result of its ASX announcements.
The share price increased 7% following the release of Ridge’s quarterly report in January 2012 and 8%
following the release of an aerial survey of Mt Alexander.
To provide further analysis of the market prices for a Ridge share, we have also considered the weighted
average market price for 10, 30, 60 and 90 day periods to 24 August 2012.
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Closing Price

10 Days

30 Days

60 Days

90 Days

0.1200

0.1163

0.1156

0.1288

0.1200

Weighted Average
Source: Bloomberg

The above weighted average prices are prior to the date of the announcement of the Transaction, to avoid
the influence of any increase in price of Ridge shares that has occurred since the Transaction was
announced.
An analysis of the volume of trading in Ridge shares for the twelve months to 24 August 2012 is set out
below:
Cumulative Volume

As a % of Issued

traded

capital

0.1200

-

0.00%

0.1200

0.1200

135,000

0.81%

30 Trading Days

0.0850

0.1200

471,240

2.82%

60 Trading Days

0.0850

0.1250

706,240

4.23%

90 Trading Days

0.0850

0.1800

1,008,508

6.03%

180 Trading Days

0.0850

0.1800

2,523,903

15.10%

-

0.1800

4,400,530

26.33%

Share price low

Share price high

1 Trading Day

0.1200

10 Trading Days

1 Year
Source: Bloomberg

This table indicates that Ridge’s shares display a low to moderate level of liquidity, with 26.33% of the
Company’s current issued capital being traded in a twelve month period. For the quoted market price
methodology to be reliable there needs to be a ‘deep’ market in the shares. RG 111.69 indicates that a
‘deep’ market should reflect a liquid and active market. We consider the following characteristics to be
representative of a deep market:
Regular trading in a company’s securities;
Approximately 1% of a company’s securities are traded on a weekly basis;
The spread of a company’s shares must not be so great that a single minority trade can
significantly affect the market capitalisation of a company; and
There are no significant but unexplained movements in share price.

A company’s shares should meet all of the above criteria to be considered ‘deep’, however, failure of a
company’s securities to exhibit all of the above characteristics does not necessarily mean that the value
of its shares cannot be considered relevant.
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In the case of Ridge, although their shares display a low to moderate level of liquidity, we do not think
that there is a deep market for Ridge shares. This is reflected by the fact only 26.33% of the Company’s
current issued capital being traded over the measurement period. Furthermore, only 15.10% of the
Company’s current issued capital had been traded in the 180 trading days prior to the announcement of
the Transaction.
Our assessment is that a range of values for Ridge shares based on market pricing, after disregarding post
announcement pricing, is between $0.11 and $0.13. We believe this is reasonable based on the 10, 30, 60
and 90 day weighted average price of a Ridge Share.

Control Premium
We have reviewed the control premiums paid by acquirers of uranium and gold explorers listed on the
ASX. We have summarised our findings below:
Transaction Period

Number of
Transactions

Average Deal
Value (US$m)

Average Control
Premium (%)

Global gold targets

2006 – 2012

2,320

73.3

29.3

Global uranium targets

2006 - 2012

142

355.2

32.5

Australian gold targets

2006 - 2012

592

45.5

24.6

Australia uranium targets

2006 - 2012

62

155.5

25.6

Criteria

Source: Bloomberg

In arriving at an appropriate control premium to apply we note that observed control premiums can vary
due to the:
Nature and magnitude of non-operating assets;
Nature and magnitude of discretionary expenses;
Perceived quality of existing management;
Nature and magnitude of business opportunities not currently being exploited;
Ability to integrate the acquiree into the acquirer’s business;
Level of pre-announcement speculation of the transaction;
Level of liquidity in the trade of the acquiree’s securities.

We note that in Australia there were 592 gold acquisitions and 62 uranium acquisitions over the past six
years. As a result we have widened our search to acquisitions globally over the period. Based on the data
obtained, we have determined that an appropriate control premium to apply to Ridge’s quoted market
price value is 20% to 30%. We adopted the lower end of the range set out in the above table, as Ridge’s
key asset is its cash.

Quoted market price including control premium
Applying a control premium to Ridge’s quoted market share price results in the following quoted market
price value including a premium for control:
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Midpoint

High

$

$

$

Quoted market price value

0.11

0.12

0.13

Control premium

20%
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Low

Quoted market price valuation including a premium for control

0.132

30%
0.151

0.169

Therefore, our valuation of a Ridge share based on the quoted market price method and including a
premium for control is between $0.132 and $0.169, with a midpoint value of $0.151.

10.3 Assessment of Ridge’s Value

The results of the valuations performed are summarised in the table below:
Low

Midpoint

High

$

$

$

Net asset value (Section 10.1)

0.123

0.123

0.123

ASX market prices (Section 10.2)

0.132

0.151

0.169

The NAV methodology has been deemed the most reliable for the valuation of Ridge as the core value of
the Company lies in the cash that it holds. We have not relied solely on the NAV methodology as the
exploration assets of the Company have not been independently valued and are therefore carried at book
value.
We have not heavily relied upon the QMP methodology as our share price analysis in Section 10.2 indicates
that there is not a deep market for the Company’s shares with only 15.1% of the issued capital of the
Company being traded in the six months prior to the announcement of the Transaction.
We have therefore based our valuation of a Ridge share primarily on the NAV methodology, whilst also
giving consideration to the value obtained using the QMP methodology.
Based on the factors above we consider the value of a Ridge share to be between $0.123 and $0.15, with a
preferred value of $0.137.
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In valuing a share in the Proposed Merged Entity, we have considered:
The sum-of-parts method including the following valuation components:
o

The net asset value of Ridge

o

The mineral assets of Cardinal

o

The value of other assets and liabilities of Cardinal.

A discount for a minority interest
The resulting number of shares upon completion of the Transaction
The trading activity of Ridge shares on the ASX following the announcement of the Transaction
(considered in Section 13 in relation to the reasonableness of the Transaction).

11.1

Sum-of-parts method on an undiluted basis

The value of the Proposed Merged Entity derived from the sum-of-parts method on an undiluted basis is
summarised below:

Fair market value of Ridge

Low value

Midpoint

High value

$

$

$

10.1

2,062,720

2,062,720

2,062,720

11.1.2

3,500,000

7,900,000

12,200,000

(4,634)

(4,634)

(4,634)

3,495,366

7,895,366

12,195,366

4,000,000

4,507,025

5,014,050

9,558,086

14,465,111

19,272,136

23%

20%

17%

7,359,726

11,572,089

15,995,873

68,963,500

71,498,625

74,033,750

Section

Fair market value of Cardinal
Minerals assets
Other assets and liabilities

6.3

Proceeds from Entitlement issue
Total fair market value of Proposed Merged Entity
Discount for minority interest

11.1.3

Total fair market value of Proposed Merged Entity
(minority interest basis)

Shares on issue (number on an undiluted basis)
Value per share in the Proposed Merged Entity ($)
(on an undiluted basis)

11.1.4

$

0.107

$

0.162

$

0.216
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In valuing the mineral assets of Cardinal, we have instructed SRK to provide us with an independent
specialist report. The range of values for Cardinal’s mineral assets is set out below.
Area (km2)

Project

Stage

Low (A$ mil.)

Preferred (A$ mil.)

High (A$ mil.)

3.1

6.8

10.6

Bolgatanga

667.3

Bongo

440.49

Exploration

2.0

4.5

7.0

Kungongo

120.12

Exploration

0.55

1.2

1.9

Ndongo

106.65

Exploration

0.49

1.1

1.7

Target outline

0.48

1.1

1.6

3.5

7.9

12.2

Subranum
Total

68.7
736.0

11.1.3 Discount for minority interest

The value of the Proposed Merged Entity derived from the sum-of-parts method is reflective of a
controlling interest. This suggests that the acquirer obtains an interest in the company which allows them
to have an individual influence in the operations and value of that company. However, if the Transaction
is approved Ridge shareholders will become minority holders of shares in the Proposed Merged Entity,
meaning that their individual holding will not be considered significant enough to have an individual
influence in the operations and value of that company.
Therefore, we have adjusted our valuation of a share in the Proposed Merged Entity to reflect a minority
interest holding.
A minority interest discount is the inverse of a premium for control. As discussed in Section 10.2, we
determined that an appropriate premium for control, based on our analysis, is within the range of 20% 30%. We therefore consider a reasonable range for a minority interest discount to be between 17% - 23%,
being the inverse of the control premium range.
11.1.4 Shares on issue

The table in Section 4 outlines the total number of shares to be held in the Proposed Merged Entity by
Cardinal and other shareholders. The number of shares on an undiluted basis assumes that the existing
$0.20 Options in Ridge are not exercised nor any of the Options issued under the Transaction or
Entitlements Offer.
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11.2 Sum-of-parts method on a fully diluted basis
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The value of the Proposed Merged Entity derived from the sum-of-parts method on a fully diluted basis is
summarised below:

Low value

Midpoint

High value

$

$

$

11.1

9,558,086

14,465,111

19,272,136

11.2.1

13,198,425

13,198,425

13,198,425

22,756,511

27,663,536

32,470,561

23%

20%

17%

17,522,513

22,130,829

26,950,566

150,025,875

150,025,875

150,025,875

Section

Total fair market value of Proposed Merged Entity
on an undiluted basis
Add: Increase in cash from exercise of Options
Total fair market value of Proposed Merged Entity
on a fully diluted basis
Discount for minority interest

Total fair market value of Proposed Merged Entity
on a fully diluted basis (minority interest)
Shares on issue (number on a fully diluted basis)

11.2.1

Value per share in the Proposed Merged Entity ($)
(on a fully diluted basis)

$

0.117

$

0.148

$

0.180

11.2.1 Increase in cash and additional shares from exercise of options and Performance
Shares

We have increased the cash balance of the Proposed Merged Entity and the number of shares on issue on
the assumption that all of the outstanding options and Performance Shares are converted to shares. These
adjustments to the shares outstanding and cash are summarised in the table below.

Security type

Number of securities

Increase in cash
$

Options as consideration

15,375,000

3,075,000

Debt Conversion Options

750,000

150,000

Existing Ridge Options

6,261,750

1,252,350

Ridge Options in escrow

6,000,000

1,200,000

Entitlement Offer options

37,605,375

7,521,075

Performance Shares

10,000,000

-

75,992,125

13,198,425

Increase in shares on issue and cash on a fully diluted
basis
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All options are exercisable at $0.20 therefore the maximum amount of cash raised from exercise is the
number of options multiplied by $0.20. The terms of the Transaction as set out in the announcement to
the market on 27 August 2012 are that the Entitlement Offer includes three options for every two
Entitlement Offer shares issued. This results in the issue of 37,605,375 options based on 25,070,250
Entitlement Offer shares.

12.

Is the Transaction fair?

The value of the Transaction to Shareholders is compared below:

Ref

Low

Midpoint

High

$

$

$

Value of a share in Ridge

10.3

0.123

0.137

0.151

Value of a share in the Proposed Merged Entity (on an

11.1

0.107

0.162

0.216

11.2

0.117

0.148

0.180

undiluted basis)
Value of a share in the Proposed Merged Entity (on a fully
diluted basis)

The value of a share in the Proposed Merged Entity, both on an undiluted and diluted basis is in the range
of the value of a Ridge share prior to the Transaction and as such the Transaction is fair.
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13.

Is the Transaction reasonable?

13.1 Alternative Proposal

We are unaware of any alternative proposal that might offer the Shareholders of Ridge a premium over
the value ascribed to, resulting from the Transaction.

13.2 Practical Level of Control

If the Transaction is approved then Ridge, on an undiluted basis will hold an interest of approximately
56.44% in the Proposed Merged Entity. On a fully diluted basis, assuming that all Options and Performance
Shares that are issued to Cardinal are converted to shares then Ridge will hold approximately 41.72% of
the Proposed Merged Entity. However, we note that if we assume that the existing Ridge Options and
Entitlement Offer options as set out in the table in Section 11.2.1 are converted to shares then Ridge will
own approximately 61.09% of the Proposed Merged Entity.
Ridge’s Board currently comprises three directors, Jeremy Shirvington, Alec Pismiris and David Kelly.
Following the Transaction, Jeremy Shirvington and David Kelly will retire. Cardinal will nominate four
additional directors to take the Proposed Merged Entity’s Board to five directors. This means that Ridge’s
current directors will make up 20% of the Board of the Proposed Merged Entity, with the other 80% being
Cardinal’s nominated directors.

13.3 Consequences of not approving the Transaction

Potential decline in share price
We have analysed movements in Ridge’s share price since the Transaction was announced. A graph of
Ridge’s share price since the announcement is set out below.

Post Announcement Pricing
Announcement
Date

0.200

0.5
0.5
0.4
0.4

$

0.3

0.150

0.3

Millions

0.250

0.2

0.100

0.2
0.1

0.050

0.1
-

0.000

Volume

Closing share price

Source: Bloomberg
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Following the announcement of the Transaction on 27 August 2012, the share price of Ridge increased
from $0.12 to $0.175 on the trading day prior to this report. Given the above analysis it is possible that if
the Transaction is not approved then Ridge’s share price may decline.

13.4 Advantages of approving the Transaction

We have considered the following advantages when assessing whether the Transaction is reasonable.
Advantage

Description

The Transaction is fair

As set out in Section 12 the Transaction is fair. RG 111 states that an offer is
reasonable if it is fair.

Creation of a combined

If the Transaction is approved then the Proposed Merged Entity will have a stronger

group with a stronger position

market presence which may improve the Company’s future capital raising prospects.

Creation of a company with a

The Transaction will provide Shareholders with a larger and more diversified portfolio

larger and more diversified

of assets. The Bolgatanga and Subranum Ghanian gold projects will be added to the

portfolio of assets

currently held Mount Alexander uranium project. The Proposed Merged Entity will
also experience improved flexibility in choosing which projects to develop, therefore
reducing development risk and maximising shareholder value.

Expertise of existing Cardinal

Shareholders will benefit from the appointment of four of the existing Cardinal

Board

directors as Board members of the Proposed Merged Entity. The Cardinal directors
being appointed to the Board have extensive experience in the African mining
industry.
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If the Transaction is approved, in our opinion, the potential disadvantages to Shareholders include those
listed in the table below:
Disadvantage

Description

Dilution of Shareholder’s

If the Transaction is approved Shareholders’ interests in the Proposed Merged Entity

interests

will be diluted. Shareholders will go from holding 100% of Ridge to owning a maximum
of approximately 61% of the Proposed Merged Entity.

Change of risk exposure

If the Transaction is approved, Shareholders will be exposed to different risk profiles.
Ridge is currently a uranium explorer with its major project located in the north-west
of Western Australia. If the Transaction is approved, the Proposed Merged Entity will
be exposed to sovereign risk that arises from operating in Africa (notwithstanding that
the sovereign risk associated with operating in Ghana is low) as well as the different
market risk exposure of gold when compared to uranium.

14.

Conclusion

We have considered the terms of the Transaction as outlined in the body of this report and have
concluded that the Transaction is fair and reasonable to the Shareholders of Ridge.

15.

Sources of information

This report has been based on the following information:
Draft Notice of General Meeting and Explanatory Statement on or about the date of this report;
Audited financial statements of Ridge Resources Ltd for the years ended 30 June 2011 and 30 June
2012;
Audited financial statements of Cardinal Resources Limited for the years ended 30 June 2011 and 30
June 2012;
Independent Valuation Report of Cardinal Resources Limited’s mineral assets dated 4 September 2012
performed by SRK Consulting Pty Ltd;
Share registry information;
Information in the public domain; and
Discussions with Directors and Management of Ridge Resources Ltd.

16.

Independence

BDO Corporate Finance (WA) Pty Ltd is entitled to receive a fee of $22,000 (excluding GST and
reimbursement of out of pocket expenses). Except for this fee, BDO Corporate Finance (WA) Pty Ltd has
not received and will not receive any pecuniary or other benefit whether direct or indirect in connection
with the preparation of this report.
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BDO Corporate Finance (WA) Pty Ltd has been indemnified by Ridge Resources Ltd in respect of any claim
arising from BDO Corporate Finance (WA) Pty Ltd's reliance on information provided by the Ridge
Resources Ltd, including the non provision of material information, in relation to the preparation of this
report.
Prior to accepting this engagement BDO Corporate Finance (WA) Pty Ltd has considered its independence
with respect to Ridge Resources Ltd and Cardinal Resources Limited and any of their respective associates
with reference to ASIC Regulatory Guide 112 “Independence of Experts”. In BDO Corporate Finance (WA)
Pty Ltd’s opinion it is independent of Ridge Resources Ltd and Cardinal Resources Limited and their
respective associates.
Neither the two signatories to this report nor BDO Corporate Finance (WA) Pty Ltd, have had within the
past two years any professional relationship with Ridge Resources Ltd, or their associates, other than in
connection with the preparation of this report.
A draft of this report was provided to Ridge Resources Ltd and its advisors for confirmation of the factual
accuracy of its contents. No significant changes were made to this report as a result of this review.
BDO is the brand name for the BDO International network and for each of the BDO Member firms.
BDO (Australia) Ltd, an Australian company limited by guarantee, is a member of BDO International
Limited, a UK company limited by guarantee, and forms part of the international BDO network of
Independent Member Firms. BDO in Australia, is a national association of separate entities (each of which
has appointed BDO (Australia) Limited ACN 050 110 275 to represent it in BDO International).

17.

Qualifications

BDO Corporate Finance (WA) Pty Ltd has extensive experience in the provision of corporate finance
advice, particularly in respect of takeovers, mergers and acquisitions.
BDO Corporate Finance (WA) Pty Ltd holds an Australian Financial Services Licence issued by the Australian
Securities and Investment Commission for giving expert reports pursuant to the Listing rules of the ASX
and the Corporations Act.
The persons specifically involved in preparing and reviewing this report were Adam Myers and Evelyn Tan
of BDO Corporate Finance (WA) Pty Ltd. They have significant experience in the preparation of
independent expert reports, valuations and mergers and acquisitions advice across a wide range of
industries in Australia and were supported by other BDO staff.
Adam Myers is a member of the Australian Institute of Chartered Accountants. Adam’s career spans 14
years in the Audit and Assurance and Corporate Finance areas. Adam has considerable experience in the
preparation of independent expert reports and valuations in general for companies in a wide number of
industry sectors.
Evelyn Tan is a CFA charter holder and is a member of the CFA Institute. Evelyn has over 15 years of
experience in corporate finance and banking. Evelyn has considerable experience in the preparation of
independent expert reports and valuations in general for companies in a wide number of industry sectors.
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Disclaimers and consents
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This report has been prepared at the request of Ridge Resources Ltd for inclusion in the Notice of Meeting
which will be sent to all Ridge Resources Ltd Shareholders. Ridge Resources Ltd engaged BDO Corporate
Finance (WA) Pty Ltd to prepare an independent expert's report to consider the acquisition of 100% of the
shares in Cardinal Resources Limited.
BDO Corporate Finance (WA) Pty Ltd hereby consents to this report accompanying the above Notice of
Meeting. Apart from such use, neither the whole nor any part of this report, nor any reference thereto
may be included in or with, or attached to any document, circular resolution, statement or letter without
the prior written consent of BDO Corporate Finance (WA) Pty Ltd.
BDO Corporate Finance (WA) Pty Ltd takes no responsibility for the contents of the Notice of Meeting
other than this report.
BDO Corporate Finance (WA) Pty Ltd has not independently verified the information and explanations
supplied to us, nor has it conducted anything in the nature of an audit or review of Ridge Resources Ltd or
Cardinal Resources Limited in accordance with standards issued by the Auditing and Assurance Standards
Board. However, we have no reason to believe that any of the information or explanations so supplied are
false or that material information has been withheld. It is not the role of BDO Corporate Finance (WA) Pty
Ltd acting as an independent expert to perform any due diligence procedures on behalf of the Company.
The Directors of the Company are responsible for conducting appropriate due diligence in relation to
Cardinal Resources Limited. BDO Corporate Finance (WA) Pty Ltd provides no warranty as to the adequacy,
effectiveness or completeness of the due diligence process.
The opinion of BDO Corporate Finance (WA) Pty Ltd is based on the market, economic and other conditions
prevailing at the date of this report. Such conditions can change significantly over short periods of time.
With respect to taxation implications it is recommended that individual Shareholders obtain their own
taxation advice, in respect of the Transaction, tailored to their own particular circumstances.
Furthermore, the advice provided in this report does not constitute legal or taxation advice to the
Shareholders of Ridge Resources Ltd, or any other party.
BDO Corporate Finance (WA) Pty Ltd has also considered and relied upon independent valuations for
mineral assets held by Ridge Resources Ltd.
The valuer engaged for the mineral asset valuation, SRK Consulting Pty Ltd, possess the appropriate
qualifications and experience in the industry to make such assessments. The approaches adopted and
assumptions made in arriving at their valuation is appropriate for this report. We have received consent
from the valuer for the use of their valuation report in the preparation of this report and to append a copy
of their report to this report.
The statements and opinions included in this report are given in good faith and in the belief that they are
not false, misleading or incomplete.
The terms of this engagement are such that BDO Corporate Finance (WA) Pty Ltd has no obligation to
update this report for events occurring subsequent to the date of this report.
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Yours faithfully
BDO CORPORATE FINANCE (WA) PTY LTD

Adam Myers

Evelyn Tan

Director

Associate Director
Authorised Representative
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Appendix 1 – Glossary of Terms
Reference

Definition

The Act

The Corporations Act

ACP

ACP Investments Pty Ltd

ASIC

Australian Securities and Investments Commission

ASX

Australian Securities Exchange

Azure

Azure Capital Limited, the underwriter to the Entitlements Offer

BDO

BDO Corporate Finance (WA) Pty Ltd

Cardinal

Cardinal Resources Limited

The Company

Ridge Resources Ltd

Debt Conversion

Under the terms of the Transaction Ridge will issue 1,500,000 ordinary Shares and
750,000 Options exercisable at $0.20 on or before 30 June 2014 that will be issued for
the full satisfaction of loans totalling US$300,000 made to Cardinal.

DCF

Discounted Future Cash Flows

Entitlements Offer

In conjunction with the Transaction, Ridge will also undertake a pro rata nonrenounceable entitlements offer of 25,070,250 shares on the basis of three new shares
for every two shares held by Ridge and a three for two option offer exercisable at
$0.20 expiring on 30 June 2014

FME

Future Maintainable Earnings

JORC

Joint Ore Reserves Committee

NAV

Net Asset Value

Our Report

This Independent Expert’s Report prepared by BDO

Performance Shares

100 Performance Shares which will convert to a total of 10 million ordinary shares on
the achievement of the following milestones:
o JORC compliant inferred resource of 1 Moz of gold
o Market capitalisation of $50,000,000 based on a 30 day VWAP
o Project sale value of at least $25,000,000
o Joint venture arrangement resulting in cash or equivalent

40

For personal use only

payment of at least $25,000,000.

Proposed Merged Entity

If the Transaction is approved Ridge will acquire 100% of the issued capital of Cardinal
and will change its name to Cardinal Resources Limited, which we have referred to as
the Proposed Merged Entity

Ridge

Ridge Resources Ltd

RG111

Content of expert reports (March 2011)

RG112

Independence of experts (March 2011)

SRK

SRK Consulting Pty Ltd, the independent geologist appointed to value the assets of

The Transaction

Cardinal Resources Limited
The proposal for Ridge Resources Ltd to acquire 100% of the issued capital in Cardinal
Resources Limited

Shareholders

Shareholders of Ridge Resources Ltd

Valmin Code

Code of Technical Assessment and Valuation of Mineral and Petroleum Assets and

VWAP

Securities
Volume Weighted Average Price
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Appendix 2 – Valuation Methodologies
Methodologies commonly used for valuing assets and businesses are as follows:

1
Net asset value (“NAV”)
Asset based methods estimate the market value of an entity’s securities based on the realisable value of
its identifiable net assets. Asset based methods include:
Orderly realisation of assets method
Liquidation of assets method
Net assets on a going concern method

The orderly realisation of assets method estimates fair market value by determining the amount that
would be distributed to entity holders, after payment of all liabilities including realisation costs and
taxation charges that arise, assuming the entity is wound up in an orderly manner.
The liquidation method is similar to the orderly realisation of assets method except the liquidation
method assumes the assets are sold in a shorter time frame. Since wind up or liquidation of the entity
may not be contemplated, these methods in their strictest form may not be appropriate. The net assets
on a going concern method estimates the market values of the net assets of an entity but does not take
into account any realisation costs.
Net assets on a going concern basis are usually appropriate where the majority of assets consist of cash,
passive investments or projects with a limited life. All assets and liabilities of the entity are valued at
market value under this alternative and this combined market value forms the basis for the entity’s
valuation.
Often the FME and DCF methodologies are used in valuing assets forming part of the overall Net assets on
a going concern basis. This is particularly so for exploration and mining companies where investments are
in finite life producing assets or prospective exploration areas.
These asset based methods ignore the possibility that the entity’s value could exceed the realisable value
of its assets as they do not recognise the value of intangible assets such as management, intellectual
property and goodwill. Asset based methods are appropriate when an entity is not making an adequate
return on its assets, a significant proportion of the entity’s assets are liquid or for asset holding
companies.

2
Quoted Market Price Basis (“QMP”)
A valuation approach that can be used in conjunction with (or as a replacement for) other valuation
methods is the quoted market price of listed securities. Where there is a ready market for securities such
as the ASX, through which shares are traded, recent prices at which shares are bought and sold can be
taken as the market value per share. Such market value includes all factors and influences that impact
upon the ASX. The use of ASX pricing is more relevant where a security displays regular high volume
trading, creating a “deep” market in that security.

3
Capitalisation of future maintainable earnings (“FME”)
This method places a value on the business by estimating the likely FME, capitalised at an appropriate rate
which reflects business outlook, business risk, investor expectations, future growth prospects and other
entity specific factors. This approach relies on the availability and analysis of comparable market data.
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The FME approach is the most commonly applied valuation technique and is particularly applicable to
profitable businesses with relatively steady growth histories and forecasts, regular capital expenditure
requirements and non-finite lives.

The FME used in the valuation can be based on net profit after tax or alternatives to this such as earnings
before interest and tax (“EBIT”) or earnings before interest, tax, depreciation and amortisation
(“EBITDA”). The capitalisation rate or "earnings multiple" is adjusted to reflect which base is being used
for FME.

4
Discounted future cash flows (“DCF”)
The DCF methodology is based on the generally accepted theory that the value of an asset or business
depends on its future net cash flows, discounted to their present value at an appropriate discount rate
(often called the weighted average cost of capital). This discount rate represents an opportunity cost of
capital reflecting the expected rate of return which investors can obtain from investments having
equivalent risks.
Considerable judgement is required to estimate the future cash flows which must be able to be reliably
estimated for a sufficiently long period to make this valuation methodology appropriate.
A terminal value for the asset or business is calculated at the end of the future cash flow period and this is
also discounted to its present value using the appropriate discount rate.
DCF valuations are particularly applicable to businesses with limited lives, experiencing growth, that are
in a start up phase, or experience irregular cash flows.

5
Market Based Assessment
The market based approach seeks to arrive at a value for a business by reference to comparable
transactions involving the sale of similar businesses. This is based on the premise that companies with
similar characteristics, such as operating in similar industries, command similar values. In performing this
analysis it is important to acknowledge the differences between the comparable companies being analysed
and the company that is being valued and then to reflect these differences in the valuation.
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Appendix 3 – Independent Valuation
Report by SRK Consulting Pty Ltd
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Executive Summary
This Report provides an independent technical assessment and fair market valuation of mineral
exploration projects currently held by Cardinal Resources Ltd (Cardinal) in Ghana and in Democratic
Republic of Congo (DRC), West Africa. Ridge Resources Ltd (Ridge) announced that it is to acquire
100% of the existing shares in Cardinal and asked SRK Consulting (Australasia) Pty Ltd (SRK) to
prepare this Valuation Report on the mineral assets. The Report will be relied on by BDO within its
Independent Expert’s Report (IER) as part of a proposed transaction to be presented to
shareholders.
The review will be included in the IER for Ridge as part of its regulatory process in respect to the
proposed acquisition of the properties from Cardinal. SRK understands that this Report is to comply
with the technical property information required under various securities laws of Australia and may
be included in the Ridge information circular to shareholders. SRK has prepared this report under
the guidelines of the VALMIN Code, which incorporates the JORC Code for reporting of Mineral
Resources and Reserves.

Property Description
Cardinal’s Bolgatanga and Subranum gold exploration properties are located in Ghana, West Africa.
The Bolgatanga property is located at the north of Ghana near the border with Burkina Faso.
The property comprises two reconnaissance licenses and one prospecting license, which collectively
2
cover an area of over 667 km . The Subranum property contains one granted reconnaissance
2
license of 68.7 km , located approximately 45 km northwest of Kumasi in the southern portion of
Ghana.
Ridge is securing an option to acquire a 60% interest in two exploitation licenses in the Kilo-Moto
2
greenstone belt in DRC. These licenses cover approximately 200 km .

Geology
The properties in Ghana are located within Birimian rocks of the Western African Shield, which are
an important host to structurally controlled epigenetic vein / lode and paleoplacer gold mineralisation.
The Birimian rocks in Ghana consist of northeast striking belts containing sedimentary and volcanic
rocks. The volcanic rocks, commonly referred to as greenstones, provide an important control on
the distribution of gold mineralisation within the region.
The Bolgatanga property is located within the northern Bole-Bolgatanga volcanic belt, which may
also extend northeast into the Nangodi Greenstone Belt in Burkina Faso and the Subranum property
is located within the Sefwi-Bibiani Belt, which contains important gold deposits such as Bibiani and
Chirano.
The Bolgatanga property is traversed by the regional NE-striking Bolgatanga-Bole Fault which
separates the property into two domains, the Bole-Bolgatanga Belt and the Nangodi Greenstone
Belt. Leases within the Bole-Bolgatanga Belt are dominated by deformed metasediments and minor
volcanics. The Nangodi Greenstone Belt contains interbedded metavolcanics, metasediments
(phyllites) and occasional cherty horizons, which have been multiply deformed. The Pelungu
granodiorite intrusion also separates the Bole-Bolgatanga and Nangodi belts. Gold mineralisation is
associated with strongly sheared belt margins, contacts between sedimentary and volcanic rocks
and the margin of the Pelungu granodiorite. Artisanal workings in these settings contain highly
altered and deformed rocks with disseminated sulphides and quartz veins. Gold mineralisation
typically occurs in the quartz-veined altered wall rock.
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The Subranum property is situated at the eastern end of the Sefwi-Bibiani Greenstone Belt.
The license covers a portion of the contact between basin volcanosedimentary rocks and belt
volcanic rocks with minor felsic intrusives. Rocks are folded and deformed and the contact between
basin and belt rocks is considered a major fault. Gold is hosted by quartz veins within the
volcanosedimentary rocks.

Exploration potential
The Bolgatanga property represents an early stage exploration project. Numerous recent and
historic small-scale artisanal workings are found within the property. Typically these workings have
visible gold within the ore being targeted. Modern exploration remains at an early stage and there is
only limited understanding of the geological controls on mineralisation. However, the area is
regarded as prospective for structurally-controlled gold mineralisation and is similar to those
elsewhere in the West African Birimian.
The Subranum property is situated at the eastern end of the Sefwi-Bibiani greenstone belt, which is
host to several major operating gold mines. The exploration work is at a relatively early stage, with
gold mineralisation defined in shallow drilling that provide an immediate drill target. Given the
regional geological setting and the limited exploration work carried out on property, SRK regards the
project as having good prospects for the discovery of further gold mineralisation.

Valuation
To determine the value of the exploration assets to be acquired by Ridge, SRK researched
comparable market transactions in several West African countries. The countries selected have
similar potential to host similar Birimian-style gold deposits to those being targeted by Ridge.
The seven transactions relating to gold exploration projects were analysed and have to generate a
range of values on a project basis that could be used to derive a market value for Ridge’s assets.
Based on market transactions SRK regards the projects to have a reasonable market value range of
between a low of AUD3.5M to a high of AUD12.2M, of with a preferred value of AUD7.9M.
The licenses in the DRC are only at option stage and have therefore been given only a nominal
value being the option fee paid to date, which SRK understands is AUD50,000.
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Disclaimer
The opinions expressed in this Report have been based on the information supplied to SRK
Consulting (Australasia) Pty Ltd (SRK) by Ridge Resources Ltd and Cardinal Resources Ltd
(Ridge and Cardinal respectively) as well as the site visit and work previously undertaken by SRK.
The opinions in this Report are provided in response to a specific request from Ridge to do so. SRK
has exercised all due care in reviewing the supplied information. Whilst SRK has compared key
supplied data with expected values, the accuracy of the results and conclusions from the review are
entirely reliant on the accuracy and completeness of the supplied data. SRK does not accept
responsibility for any errors or omissions in the supplied information and does not accept any
consequential liability arising from commercial decisions or actions resulting from them. Opinions
presented in this Report apply to the site conditions and features as they existed at the time of SRK’s
investigations, and those reasonably foreseeable. These opinions do not necessarily apply to
conditions and features that may arise after the date of this Report, about which SRK had no prior
knowledge nor had the opportunity to evaluate.
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List of Abbreviations
Abbreviation

Meaning

AIG

Australian Institute of Geoscientists

ASX

Australian Securities Exchange

Au

gold metal

AUD

Australian dollar / s

AusIMM

The Australasian Institute of Mining and Metallurgy

Cardinal

Cardinal Resources Ltd

Connections

Connections SPRL

DRC

Democratic Republic of Congo

GCST

Gold Coast Selection Trust

g/t

grams per tonne

GIS

Geographic Information System – refers to a type of computerised set of data that can
be processed to reveal target and other information

IER

its Independent Expert’s Report

IPO

initial public offering

JORC

Joint Ore Reserves Committee of The Australasian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and the Minerals Council of Australia

KMGB

Kilo-Moto Greenstone Belt

Ma

millions of years ago

MEG

Metals Economics Group

Moz

millions of ounces

Mt

million tonnes

NI 43-101

Canadian National Instrument 43-101 Code for Reporting Resources and Reserves as
defined by the Toronto Stock Exchange

ppb

parts per billion

ppm

parts per million

RAB

rotary air blast

RC

reverse circulation

Ridge

Ridge Resources Ltd

SRK

SRK Consulting (Australasia) Pty Ltd

USD

United States dollar / s

VALMIN

Code for the Technical Assessment and Valuation of Mineral and Petroleum Assets
and Securities for Independent Expert Reports - 2005
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Glossary of Terms
Term

Meaning

Anomalous

Departure from the expected norm; in mineral exploration, this term is
generally applied to either geochemical or geophysical values higher or lower
than the norm

Archaean

Geologic eon before the Paleo-Proterozoic era of the Proterozoic eon, before
2,500 Ma ago

Arsenopyrite

An iron-arsenic-sulphide (Fe As S), the most common mineral of arsenic; it is
often associated with gold ores particularly those derived from volcanic or hot
spring (epithermal) environments

Assay

A quantitative determination of an element

Belt

Zone or band of a particular group of rocks exposed on the surface

Basin

Depression in the Earth’s surface that collects sediment

Clastic

Term used to describe sedimentary rocks that consist of fragments of rock or
other material that have been transported from their place of origin

Conglomerate

Very coarse sandstone containing small to large boulders

Disseminations

Scattered, isolated, fine grained particles (of gold, silver, copper etc.) in the
rock

Felsic

Rocks composed principally of silica and alumina; equates with “acid” rocks in
the geologic sense

Geochemistry

Branch of geology that focuses on the chemical composition of Earth’s
materials

Granitoids

A broad group of medium to coarse grained quartz-feldspar rich igneous rocks
of the granite suite

Granodiorite

Coarse-grained igneous rock of mafic provenance

Greenstone belt

Supracrustal belts of volcanic and sedimentary rocks, generally of Archaean
age

Intrusion and intrusive
complex

Bodies of magma which have been emplaced and crystallised in the Earth’s
crust

Mafic

Rocks that have high iron and magnesium contents and are usually dark
coloured; equates with “basic” in the geologic sense

Phyllite

Type of rock displaying a platy habit due to shear-metamorphism

Prospective

Ore that cannot be included as Proved or Probable, nor definitely known or
stated in terms of tonnage

Proterozoic

Division of geological time which spans the period 2,500 to approximately
570 million years ago

Pyrite

Sulphide mineral containing iron and sulphur with the formula FeS2

Quartz

Mineral species composed of crystalline silica

Sandstone

Sedimentary rock composed of sand grains (mainly quartz and feldspar)

Sedimentary

Rocks formed by deposition of particles carried by air, water or ice

Shear

Movement between two bodies of rocks characterised by a lack of fracturing

Stratigraphy

A sequence of rock units in time and their correlation in a spatial context

Strike

Intersection of the long dimension of a geological unit at a particular horizontal
surface, usually the Earth’s surface; the term is also used to describe the
general trend of a geological unit

Structural

Of, or pertaining to, rock deformation or to features that result from it

Sulphides

Minerals consisting of a chemical combination of sulphur with a metal

Supracrustal

Rocks formed on a basement; greenstone belts formed in elongate basins over
older granite basements

Tenements

Granted Reconnaissance Permits, Prospecting Licences and applications for
these licences and leases
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Introduction and Scope of Report
Ridge Resources Ltd (Ridge) contracted SRK Consulting (Australasia) Pty Ltd (SRK) to prepare a
Valuation Report (Report) on its Bolgatanga and Subranum properties in Ghana. In addition, Ridge
has an option to acquire exploration properties in the Democratic Republic of Congo (DRC).
SRK understands that its Report will be relied on by BDO within its Independent Expert’s Report
(IER) as part of a proposed transaction to be presented to shareholders. The assets are to be
acquired from Cardinal Resources Ltd (Cardinal).
The Report has been prepared under the guidelines of the VALMIN Code (2005 edition), which
incorporates the JORC Code (2004 edition).
The valuation is current at 31 August 2012 and monetary amounts are in United States dollars
(USD) and Australian dollars (AUD) as specified throughout the report. The final valuation is
provided in AUD.

2

Background and Brief

2.1

Background of the Project
The Bolgatanga and Subranum exploration properties are located in Ghana, West Africa as shown in
Figure 2-1. The Bolgatanga property is located at the northern end of Ghana near the border with
Burkina Faso. The property comprises three granted licenses that collectively cover an area of over
2
667 km .
2

The Subranum property contains one granted reconnaissance license of about 68.7 km , located
approximately 45 km northwest of the City of Kumasi in the southern portion of Ghana.
Cardinal executed an option agreement with Connections SPRL (Connections), a company
domiciled in the DRC, to acquire certain rights over two exploration properties in the Kilo-Moto
Greenstone Belt of northeastern DRC. Under the terms of the agreement, Cardinal has an option to
acquire a 60% interest in a joint venture to be established over licenses PE5051 and 5053 covering
2
approximately 200 km .
SRK has previously prepared and Independent Geologist’s Report (IGR) on the same assets
(SRK, 2012) and as part of this work conducted a site visit to the Bolgatanga properties in Ghana.
This Valuation Report relies on the work previously completed for the IGR.
The projects that are subject of this Report are early stage exploration projects and are considered
to be ‘Exploration Projects’ which are inherently speculative in nature involving varying, high degrees
of exploration risk.
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2.2

Figure 2-1:

Page 2

Location of Bolgatanga and Subranum properties

Reporting standard
This Report has been prepared to the standard of, and is considered by SRK to be, a Valuation
Report under the guidelines of the VALMIN Code. The Report complies with technical property
information required under various securities laws of Australia and may be included in the Ridge
information circular to be prepared in connection with the acquisition and business combinations.
This Report provides a valuation of the mineral assets but does not provide comment on the fairness
and reasonableness of any transactions related to the proposed acquisition.
In this Report, any mention to Mineral Resources is quoted using categorisation in accordance with
the JORC Code (2004) guidelines. The Report is prepared under the guidelines of the VALMIN
Code. Both Codes provide standards that are binding upon all members of The Australasian
Institute of Mining and Metallurgy (The AusIMM) and the Australian Institute of Geoscientists (AIG)
members. The VALMIN Code incorporates the JORC Code for the Reporting of Mineral Resources
and Ore Reserves.
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The project commenced in the fourth week of August 2012, with a review of existing data and
information sourced by SRK from literature and company websites as well as using subscription
databases, primarily the Metals Economics Group (MEG) database services.

2.4

SRK undertook a site visit to the Bolgatanga property in early 2011. The Subranum exploration
property was not visited.
SRK worked through the relevant databases, compiled the report and completed research on
comparable market transactions to assist with the valuation.
As per the VALMIN Code, a first draft of the report was supplied to Ridge to check for material
accuracy on 31 August 2012.
The final report is dependent on turn-around of client comments anticipated to be in early September
2012.

SRK and the Project Team
SRK Consulting is an independent, international group providing specialised consultancy services.
Formed in Johannesburg in 1974, the SRK Group employs more than 1,200 staff internationally in
over 40 permanent offices in 20 countries on 6 continents. A broad range of internationally
recognised associate consultants complements the core staff. In Australia, SRK employs some 150
people in offices in Brisbane, Melbourne, Newcastle, Perth and Sydney. The SRK Group’s
independence is ensured by the fact that it is strictly a consultancy organisation, owned by staff.
SRK does not hold equity in any project. This permits SRK consultants to provide clients with
conflict-free and objective support on crucial issues.
The SRK Group has a demonstrated track record in undertaking independent assessments of
exploration assets, resources and reserves, project evaluations and audits, competent person’s
reports, independent audits and independent feasibility evaluations to bankable standards on behalf
of exploration and mining companies and financial institutions worldwide.
This Report was prepared by SRK Consultant Deborah Lord, Principal Consultant (Geology) and
Trivindren Naidoo, Senior Consultant (Geology). The project was peer reviewed by Matthew
Greentree, Principal Consultant (Geology). All are permanent employees of SRK.
Deborah Lord (BSc Hons, FAusIMM, MAIG, MGSA, MSEG) – Principal Consultant
Deborah has over 20 years’ experience in the mineral exploration industry and has consulted with
SRK for more than a decade based in Australia and South America. Her expertise is in the
development of valuation techniques for assessment of exploration assets and the application of
these principles in valuation reports to VALMIN standard for release to the ASX and independent
technical assessments or due diligence.
Trivindren Naidoo, BSc Hons (Geology), MSc (Exploration Geology), Pr.Sci.Nat., MAusIMM,
MGSSA
Trivindren Naidoo is an exploration geologist with over 13 years’ experience in the minerals industry,
including 7 years as a consultant. Trivindren has extensive experience in the field of mineral
exploration, having worked on various projects ranging from first-pass grassroots exploration to
brownfields exploration and evaluation. He has had exposure to various commodities, including
diamonds, precious metals, base metals, iron ore and coal, and a number of mineralisation styles
ranging from Copperbelt-related and IOCG-type base metals in Zambia and Botswana to kimberlite
and Noril’sk-type Ni-PGE exploration in the Canadian high Arctic and BIF-hosted iron ore in Western

LORD/NAID/KENW/GREE/LORD/wulr

RDG001_Valuation_Assets_Ghana_DRC_Rev2

20 September 2012

For personal use only

SRK Consulting

2.5

2.6

2.7

Page 4

Australia and Brazil. Trivindren is an experienced project manager, and has extensive experience in
consulting and the technical management of projects, including desktop studies ranging from initial
area and project assessments to early-stage orebody modelling, volume calculation and global
grade estimates, as well as the preparation of code-compliant Independent Technical Reports for
listed entities. He is proficient in the synthesising, integrating, evaluating and interpreting of various
data sets, including geological, geochemical, geophysical and spectral data.
Matthew Greentree, PhD (Geology), MAIG, MGSA
Matthew Greentree has over 13 years of experience in mineral exploration geology, and has
international experience working on numerous deposit styles, including lode gold, IOCG,
sediment-hosted Cu–Co and base metal deposits, magmatic nickel, and BIF-hosted iron ores. His
industry experience includes his role as a gold exploration geologist for Sons of Gwalia, and various
grass-roots and advanced nickel exploration projects in China and Central Australia, whilst in the
employ of Anglo American Exploration. Matthew’s consultancy expertise is in the management and
interpretation of geological and exploration data within geological and GIS computer packages.
The information in this Report that refers to Exploration Results is based on information compiled by
Deborah Lord. Deborah Lord is a Member of the AIG and has sufficient experience which is relevant
to the style of mineralisation and the type of deposit under consideration, and to the activity she is
undertaking, to qualify as a Competent Person in terms of the JORC Code. Deborah Lord consents
to the inclusion of such information in the Report in the form and context in which it appears.

Note on Tenement Status and Material Contracts
SRK has not independently verified the ownership status and legal standing of the material
tenements that are the subject of this Report. SRK is not qualified to make legal representations in
this regard and has instead relied on the solicitors report on the corporate status and mineral rights
that was prepared as part of the Prospectus document and included in SRKs IGR.

Statement of SRK independence
Neither SRK nor any of the authors of this Report have any material present or contingent interest in
the outcome of this Report, nor do they have any pecuniary or other interest that could be
reasonably regarded as being capable of affecting their independence or that of SRK.
SRK has no beneficial interest in the outcome of the technical assessment being capable of affecting
its independence.
SRK’s fee for completing this Report is based on its normal professional daily rates plus
reimbursement of incidental expenses. The payment of that professional fee is not contingent upon
the outcome of the Report.

Indemnities
As recommended by the VALMIN Code, Ridge has provided SRK with an indemnity under which
SRK is to be compensated for any liability and/or any additional work or expenditure resulting from
any additional work required:


which results from SRK's reliance on information provided by Ridge or to Ridge not providing
material information; or



which relates to any consequential extension workload through queries, questions or public
hearings, arising from this Report.
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Consents
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SRK consents to this Report being presented, in full, in Ridge’s Notice of Meeting issued to
shareholders, in the form and context in which the technical assessment is provided, and not for any
other purpose.
SRK provides this consent on the basis that the technical assessments expressed in the Summary
and in the individual sections of this Report are considered with, and not independently of, the
information set out in the complete Report.
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Regional Geology and Gold Mineralisation
The geology of Ghana is dominated by Paleoproterozoic supracrustal rocks, which are subdivided
into Birimian and Tarkwaian units (Figure 3-1). The older Birimian rocks comprises successions of
sedimentary and volcaniclastic rocks, which are separated into five northeast-trending volcanic belts.
Most gold deposits are located within or about the margins of the volcanic belts, particularly the
Ashanti and Sefwi-Bibiani belts in the south of Ghana. The younger Tarkwaian units are dominated
by coarse clastic sedimentary rocks of fluvio-deltaic origin and host significant paleoplacer gold
mineralisation in the Ashanti Belt. The Volta Basin contains a package of sedimentary rocks located
in the central-east of Ghana which cover the prospective Palaeoproterozoic greenstone belts.
The Bolgatanga property is located within the northern Bole-Bolgatanga volcanic belt, which extends
northeast into Burkina Faso where it is termed the Nangodi Greenstone Belt and is host to the
Youga gold deposit, currently being mined by Endeavour Mining. The Subranum property is located
within the Sefwi-Bibiani Belt.
Birimian and Tarkwaian rocks were deformed and metamorphosed under greenschist facies
conditions during the Eburnean tectonothermal event. NW-SE shortening during this event resulted
in progressive folding and thrusting and a late phase of localised strike-slip shearing, which provides
important controls on gold mineralisation.
The region is contains two major suites of granites: the Dixcove- or belt-type grantioids, which occur
within the volcanic belts; and the Cape Coast- or basin-type granitoids that intrude the sedimentary
basins.
Gold is primarily mined from two styles of mineralisation: structurally controlled epigenetic vein / lode
systems or paleoplacer mineralisation within quartz pebble Tarkwaian conglomerates.
The epigenetic deposits include multi-million ounce gold deposits such as Obuasi, Bogoso / Prestea,
Bibiani and Chirano; these are mostly located within or adjacent to fault zones at the margins of the
volcanic belts, which were re-activated late during the Eburnean tectonothermal event. The gold
deposits may contain either free milling quartz-sulphide lodes or refractory sulphide (arsenopyriterich) lodes.
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Regional geology of Ghana showing the location of the Bolgatanga and
Subranum properties
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Bolgatanga Property

4.1

Property Description and Location
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The Bolgatanga property contains three granted licenses: Bongo, Kungongo and Ndongo, all of
which are located in the northeast of Ghana as shown in Figure 4-1. The Bongo reconnaissance
2
2
license (440 km ) and Ndongo prospecting license (106 km ) lie adjacent to each other
approximately 5 km to the northeast of the town of Bolgatanga. The Kungongo reconnaissance
2
license (120 km ) is approximately 25 km southwest of Bolgatanga town and centered about the
village of Naga. The area is serviced by sealed roads from the regional center of Tamale, which in
turn is serviced by air from the capital of Accra. Tamale is located some 150 km south of
Bolgatanga and 800 km north of Accra. The township of Bolgatanga has a population of about
72,000.
Northeast Ghana has a semi-arid climate with seasonal rains of less than 1,000 mm per annum.
Most of the rain falls in a distinct wet season between July to September and February is very dusty
due to the onset of the Harmattan winds. Much of the area is comprised of low rolling hills between
400 and 600 m above sea level and is covered by wooded savannah and some grassland.

Figure 4-1:

Geology of northern Ghana showing the location of the Bolgatanga property
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Geology and Mineralisation
Within the Bolgatanga property the Kungongo and Bongo leases cover part of the Bole-Bolgatanga
Belt whilst the Ndongo lease covers part of the Nangodi Greenstone Belt, which extends northeast
into Burkina Faso (Figure 4-1). The two belts are separated by the regional NE-striking BolgatangaBole Fault which traverses a length of 30 km across portions of all three leases.
The Bongo and Kungongo leases contain predominately metasedimentary rocks with few, if any,
volcanics. Rocks within the belt are strongly deformed and intruded by numerous late granites of
either alkaline and calc alkaline affinities. The Pelungu granodioritic intrusion is an important body
that separates the Bole-Bolgatanga and Nangodi belts. The Kungongo permit straddles the contact
between the Bole Greenstone Belt and the granodiorite intrusive for some 6 km and several gold
prospects have been identified along this contact.
Nangodi Greenstone Belt is comprised of interbedded sequence of volcanics, sedimentary rocks
(phyllites) and occasional cherty horizons. Rocks within the belt are multiply deformed having
experienced several folding events and the accompanying development of planar and linear
structural fabrics. The Birimian belts are flanked by Tarkwaian sedimentary rocks comprising
conglomerates, quartzites and cross-bedded sandstones.
Gold mineralisation is associated with the highly sheared belt margins and within the belt at the
contacts between the sedimentary and volcanic units and the margins of intrusions. The currently
producing Shaanxi gold mine is located to the south of Cardinal’s Ndongo license and is located at
the sheared margin of the Nangodi Belt. At Shaanxi, the shear is some 2 to 3 m wide, strikes
NNE-SSW and contains laminated quartz veins of 10 to 20 cm width. The quartz veins contain
minor disseminated sulphides such as pyrite and arsenopyrite (Figure 4-2). The sheared host wall
rocks are highly altered and display a sericite-chlorite-silica assemblage with minor sulphides.
Numerous artisanal workings also occur along strike of this contact and a recent rock chip sampling
program from within the waste pile by Cardinal has returned gold grades of up to 4.5 g/t Au from
sheared quartz vein material adjacent to the Shaanxi mine.
Gold mineralisation is also present in artisanal workings sunk within strongly sheared phyllites along
the margins of the Pelungu intrusion. The artisanal workings follow a zone of shearing over
hundreds of metres in a NNE direction. These shear zones are between 3 and 6 m wide and
hydrothermal alteration of silica-chlorite-sericite-epidote is typically associated with these sheared
contacts and along the intrusive margins.

Figure 4-2:

Photographs of strongly altered and veined material in the Ndongo license

LORD/NAID/KENW/GREE/LORD/wulr

RDG001_Valuation_Assets_Ghana_DRC_Rev2

20 September 2012

SRK Consulting

4.3

Page 10

Historical Exploration
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The exploration history presented below is summarised from Griffis (2006).
The discovery of gold in the region occurred in the 1930’s when a British businessman was shown
gold-bearing quartz veins at Nangodi by a local farmer. A small underground operation was
underway by 1934, which attracted the attention of Gold Coast Selection Trust (GCST) who optioned
the property in 1936 and acquired a large prospecting license which covered most of the belt. GCST
increased the underground production, which peaked at about 5,000 ounces per annum in
1936-1937. GCST subsequently dropped the option in 1938 following a decline in mined grade
although mining continued on a very modest scale for a few more years.
In the 1960s, the Ghana Geological Survey carried out limited shallow drilling around prospects
which had been identified by the earlier 1930s work.
BHP was the first to conduct a major reconnaissance exploration program in the mid-1990s,
covering most of the Nangodi area. BHP’s work was directed towards developing both gold and
base metal prospects. After an initial regional program that identified a number of geochemical and
geophysical anomalies, the project was largely abandoned due to BHP’s decision to cease
exploration activity in Ghana. Other groups that acquired prospecting concessions in the area in the
mid-1990s include International Gold Resources (International Gold), Cluff Resources and Teberebie
Goldfields. International Gold was acquired by Ashanti Goldfields who continued to undertake
extensive work on the concessions. Africwest Gold, obtained a reconnaissance concession in the
Nangodi area in late 1996, after the BHP license had lapsed. Following a market downturn in 1997,
Africwest’s license in the Nangodi area was allowed to lapse.
In 1999, the Finnish Government flew a geophysical survey over selected areas of the country for
the Geological Survey of Ghana as part of a World Bank-supported project (Amoaka, et al., 2004).
This survey, which included the Bolgatanga concessions, was completed at relatively low resolution
(400 m line spacing and 80 m terrain clearance).
Renewed interest in the area began around 2004, when there was an increase in the gold price and
the development of gold mines within Burkina Faso. In 2006, Etruscan carried out soil sampling,
rock chip sampling, limited trenching, and reverse circulation (RC) and rotary air blast (RAB) drilling
at the Zupliga, Fulani and Dumorlugu prospects (Etruscan, 2008).
Randgold explored the Nangodi-Bole belts from 2004 to 2009 undertaking soil geochemistry, stream
sediment sampling and rock chip sampling (Randgold, 2005 and 2009). Randgold identified eight
targets but left the area when it was considered that these were unlikely to meet their economic
criteria. Red Back Mining commenced exploration work over the Nangodi Belt and adjacent areas in
2005 including a desktop study of satellite imagery, data compilation, mapping and rock chip
sampling (Red Back, 2005).
With the exception of small-scale artisanal workings, the Shaanxi underground gold mine, operated
by the Chinese company Shaanxi Mining Ghana Ltd is the only active operation in the area.
The mine is situated along the eastern contact of the Nangodi Belt, a few kilometres south of the
Ndongo license. Numerous artisanal workings are also being operated by locals adjacent to the
mine.
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Exploration Potential
The Bolgatanga property represents an early stage exploration project. Numerous contemporary
and historical small-scale artisanal workings are found within the property and have visible gold
within the ore being targeted. Modern exploration remains at a fairly early stage and there is limited
understanding of the geological controls on mineralisation at this time. However, the licenses are
considered prospective for structurally-controlled gold mineralisation similar to that found in other
Birimian gold deposits in West Africa.
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5

Subranum Property

5.1

Property Description and Location
2
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The Subranum property contains one granted reconnaissance license (68.7 km ) approximately
45 km northwest of Kumasi in the southern portion of Ghana.

5.2

5.3

The south-western region of Ghana is characterised by wet seasons from March to July and from
September through October with a dry season between December and February. The region has an
average annual rainfall of about 2,000 mm. The area mostly comprises secondary rain forest within
a sparsely farmed environment. The main activities in the area included subsistence crop farming.

Geology and Mineralisation
The Subranum property is situated at the eastern end of the Sefwi-Bibiani Greenstone Belt.
The license is located at the contact between Birimian sedimentary and volcaniclastic rocks of the
Kumasi Basin (southeast), and the volcanic and volcaniclastic rocks of the Sefwi-Bibiani Belt
(northwest). Felsic dykes and sills are found throughout the property intruding the volcanic and
sedimentary rocks. The supracrustral rocks are tightly folded in the northeast, adjacent to the
margin of the greenstones. The contact to the Kumasi Basin is considered to be a major fault
contact. Gold is hosted by quartz veins within the metamorphosed argillaceous and intermediate
volcaniclastic sedimentary rocks.
Chlorite-sericite-carbonate hydrothermal alteration typically
accompanies mineralisation.

Historical Exploration
Exploration at the Subranum property has been undertaken by variety of companies including most
recently Newmont. Historical exploration work has included an aeromagnetic survey and soil
sampling program, which were followed by trenching, RAB drilling, RC drilling (31 holes for 3026 m)
and diamond drilling (1 hole for 60 m).
Soil sampling has identified a NE-trending anomaly that coincided with the contact between Birimian
volcanic and sedimentary rocks (Figure 5-1). The results of drilling and trenching have identified a
number of thin, moderately east dipping mineralised structures with thicknesses ranging from 1 m to
5 m. Significant intercepts from the Newmont drilling are summarised in Figure 5-1.
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Figure 5-1:
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Soil geochemical anomalies and significant RC intercepts at the Subranum
property

Exploration Potential
The Subranum property is situated at the eastern end of the Sefwi-Bibiani Greenstone Belt, which
hosts major operating gold mines such as Bibiani and Chirano. The exploration work is at a
relatively early stage, with gold mineralisation defined in shallow drilling that provide an immediate
drill target. Given the prospective regional geological setting of the project and the current limited
testing at the exploration property, the potential for gold within the concession is considered to be
high.
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Kilo-Moto Project, Democratic Republic of Congo
Additional Project Investment Opportunities

6.1

Property Description and Location
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6.2

Ridge is currently partner to a memorandum of agreement to acquire a 60% interest in two Mining
Exploitation licences for gold, currently held by Société Miniere de Kilo-Moto; a state-owned
resources company based in the DRC. These two licences; # 5051 and # 5053, are located over the
Kilo-Moto Greenstone Belt (KMGB) in the far north eastern portion of the DRC (Figure 6-1). The
2
2
2
approximate licence areas are 32.5 km and 167 km for a total of just under 200 km .

Geology and Mineralisation
The KMGB is a Neo-Archaean suite of complexly interlayered volcano-sedimentary rocks comprising
basalts, dolerites dykes and sills, intermediate to felsic volcanic rocks, and fine grained sedimentary
rocks. This sequence has been metamorphosed to greenschist facies (Abbott, 2012).
Gold has been produced from a combination of small scale artisanal and modern mechanised
methods from the Kilo-Moto region since its initial discovery in 1905 (Fahey, 2008) and the area
remains prospective for the discovery of major gold deposits. The KMGB is known to host several
large gold deposits, including the Kibali Gold Project, owned by Randgold Resources and AngloGold
Ashanti, which is host to a resource of ~20 Moz Au (Randgold, 2010) and the Giro Gold Project
which has been subject to more than 60 years of artisanal historic working, and is known to host gold
in quartz veins with grades in excess of 50 g/t Au (Erongo, 2012). Two Mining Exploitation licenses
under consideration for investment by Cardinal are directly adjacent to both the Kibali and Giro Gold
projects. The greenstone package of rocks that hosts both the Kibali and Giro Gold projects extends
into the two licences in question.
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Figure 6-1:

Licences 5051 and 5053 location, Democratic Republic of Congo
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Valuation Methodology
Valuation of exploration properties relies on the application of a number of different methodologies
that can be used in conjunction to determine a probable (or likely) market value. The methods used
are related to the stage of exploration, and whether there are Identified Mineral Resources on the
property.
The major methods used to value exploration properties include:


Comparable Market Value – JV Terms



Appraised Value Method - including Multiples of Exploration Expenditure (MEE)



Geoscience Ratings Methods



Rule of Thumb

In addition, SRK has developed a probability (risk) based approach to Valuation, which relies on
identifying likely future outcomes from successful development, and discounting this figure by the
cost and probability of success through various (5) stages of the exploration and development
process.
In valuing the Bolgatanga and Subranum licences, SRK has relied on the Comparable Market Value
and Appraised Value approaches. These are considered most appropriate for the early stage of
exploration on these leases. Limited information is available on the company’s geological
understanding of the local scale geology of the licences and therefore the Geoscience Rating
Methods are difficult to apply. The Rule of Thumb Method and SRK’s risk based approach are better
suited to valuation of more advanced exploration assets, closer to the point when Mineral Resources
have been identified or at least discrete exploration targets.
The licenses in the DRC are only at option stage and have therefore been given only a nominal
value being the option fee paid to date, which SRK understands is AUD50,000.

Comparable Market Value of Bolgatanga and Subranum
The variation in the gold price between January 2009 and August 2012 is illustrated in Figure 7-1.
In general, the gold price has increased from just over USD800/oz in January 2009 to a peak of
USD1,874.40/oz in August 2011, before falling back to around USD1,600/oz by May 2012, before
recovering to around USD1,650/oz in August 2012.
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Gold price (USD/oz) between January 2009 and August 2012

SRK considered nine transactions involving gold exploration ground in the Birimian of West Africa
that were announced in the period January 2009 to August 2012. Of these transactions, two were
not considered comparable, as they dealt with exploration properties that included current Mineral
Resources at the time of the transaction. Therefore, the transaction database that SRK analysed in
valuing the Bolgatanga and Subranum licenses consisted of seven transactions (Table 7-2 and
Table 7-3).
Of these seven transactions analysed, three were in Mali, two were in Burkina Faso and two were in
Ghana (Figure 7-2). The transactions could also be considered in terms of exploration stage, with
four of the transactions representing early exploration projects, and the remaining three transactions
representing projects that had reached the target outline stage (Figure 7-3).
In analysing the transactions, SRK considered the price paid per square kilometre of the properties
by dividing the total price paid for the properties by the total area of the properties. Due to the
changes in gold price over the period represented by these transactions, SRK normalised these
values to the July 2012 average gold price of USD1,622/oz.
2

When considering all seven transactions, the normalised USD/km price paid ranged from
2
2
2
USD3,214/km to USD34,116/km , with a median price of USD11,182/km . The weighted average
2
price was USD10,539/km .
When considering the four transactions involving early exploration properties only, the normalised
2
2
2
USD/km price paid ranged from USD6,808/km to USD13,156/km , with a median price of
2
2
USD10,017/km . The weighted average price was USD9,829/km .
When considering the three transactions involving properties that had reached the target outline
2
2
stage of exploration only, the normalised USD/km price paid ranged from USD3,214/km to
2
2
USD34,116/km , with a median price of USD18,000/km . The weighted average price was
2
USD14,936/km .
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Based on the review of work carried out on the Bolgatanga and Subranum properties, SRK would
classify the Bolgatanga property as an early exploration property and the Subranum property as one
in which the target outline stage of exploration had been reached. Therefore, SRK has based its
2
preferred value for the Bolgatanga property on a price of USD9,829/km and the preferred value for
2
the Subranum property on a price of USD14,936/km .
SRK has used the 30 August 2012 closing Australian dollar exchange rate of USD1.03325 per
Australian dollar. In reporting a valuation range, SRK has chosen a range of 55% above and below
the preferred value to indicate the degree of uncertainty inherent in valuing exploration properties.
Table 7-1:

Valuation of Bolgatanga and Subranum properties as at 31 August 2012
Area
2
(km )

Stage

Low
(AUD mil.)

Preferred
(AUD mil.)

High
(AUD mil.)

3.1

6.8

10.6

667.3
Bolgatanga

Bongo

440.49

Exploration

2.0

4.5

7.0

Kungongo

120.12

Exploration

0.55

1.2

1.9

Ndongo

106.65

Exploration

0.49

1.1

1.7

Subranum

68.7

Target outline

0.48

1.1

1.6

Total

736.0

3.5

7.9

12.2
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Comparable transactions
Normalised to
July2012 Au
price

Name

Date

Country

Stage

Gold Price
(USD/oz)

Buyer

Seller

Interest

Area (km )

USD/km

Comoe

Nov-10

Burkina
Faso

Exploration

1,363.10

Ausquest Ltd

Etruscan
Resources Inc

80%

670

7,983.26

9,499.56

Fatou

Oct-10

Mali

Target
outline

1,346.75

Rockridge
Capital Corp

Bagoe National
Corp SARL

100%

250

2,668.64

3,214.05

Kanyankaw

Feb-09

Ghana

Target
outline

943.16

Adamus

Moydow Mines
International

75%

17.5

10,466.96

18,000.56

Manalo and
Balandougou

Feb-09

Mali

Target
outline

943.16

Appleton
Exploration Inc

Rockgate
Capital Corp

65%

150

19,837.76

34,115.99

Namarana

Aug-11

Mali and
Guinea

Exploration

1,813.50

Newmont
Mining

Stellar Pacific
Ventures

85%

738

9,897.77

8,852.59

Redback
concessions

Jun-11

Ghana

Exploration

1,505.50

Abzu Gold Ltd

Kinross Gold
Corp

51%

750

6,319.09

6,808.08

Riverstone 1

Jul-10

Burkina
Faso

Exploration

1,192.97

Roxgold Inc

Riverstone
Resources Inc

60%

679

9,676.24

13,156.12
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Transaction details

Name

Synopsis

Comoe

Ausquest agreed to purchase up to 80% of the Comoe project from Etruscan. Ausquest agreed to pay USD1.0 million for an initial
51% interest, and to sole-fund at least USD1.0 million in the first year. Ausquest may then increase its equity interest to 60% by
sole funding a further USD1.0 million in the second year, and increase its interest to 80% by sole funding a further USD1.0 million
in the subsequent four year period.

Soil and rock chip
sampling - artisanal
workings present

Fatou

Under the terms of an option agreement, Rockridge can acquire a 100% interest in the Fatou exploration license by making
payments totalling USD800,000 over two years, with an initial payment of USD100,000 in October 2010. To maintain its option,
Rockridge was required to make further payments of USD300,000 by December 2010 and USD400,000 by December 2011.
Rockridge was also required to complete a minimum of 5,000 m of exploration drilling during the first year.

RC drilling of soil
geochem anomalies

Kanyankaw

Adamus agreed to pay an initial option fee of USD10,000 giving it the right to acquire a 75% interest in Kanyankaw at any time
during the first 12 months by paying Shankill USD150,000 in cash or 250,000 Adamus shares.

RC drilling of soil
geochem anomalies

Manalo and
Balandougou

Appleton could earn an initial 65% interest by making cash payments of USD50,000 over the next six months, issuing 1.5 million
units over the next two years, and spending USD2.5 million on exploration over the next three years.

Drilling

Namarana

Newmont could earn a 51% interest in the project by spending USD5 million on exploration within the next 18 months and
completing a USD500,000 private placement in the capital of Stellar within the next 18 months. Newmont could then increase its
participation to 85% by spending another USD3 million in the following three years.

Regional
geochemical
sampling

Redback
concessions

Abzu Gold has the right to earn 51% in 10 Red Back (Kinross) concessions by spending a total of USD3 million on exploration
expenditures over three years (USD500,000 in year 1, USD1 million in year two, and USD1.5 million in year three).

Drilling on some
properties

Riverstone 1

Roxgold entered into an option agreement with Riverstone to acquire an initial interest of 60% in the Solna, Bissa West and
Yaramoko properties. A finder’s fee of 250,000 shares of Roxgold was payable, and the 60% interest in each property could be
earned by cash payments of USD100,000; issuing 360,000 shares and work expenditures of USD1.5 million, for each of the three
properties.

Limited trenching and
drilling
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Appraised value of Bolgatanga and Subranum

7.2.1 Exploration Budget
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The following key aspects of the exploration plan and budget for this project are given below:
1

Airborne geophysical survey to include magnetics and radiometrics of the Bolgatanga-Bole belts;
some 66,000 line kilometres.

2

Soil geochemistry of selected areas of the Nangodi and Bole belts (some 10,000 assays and
some 20,000 m of shallow rotary drilling).

3

RC and diamond drilling of selected target areas (10,000 m of drilling).

4

Structural mapping of the concessions.

5

Rock chip analysis.

6

Integrated geological targeting study for Bolgatanga-Bole belts.

The exploration budget expenditure for the Bolgatanga Project for the next two years is
AUD4,956,000. SRK believes this is sufficient to achieve all the exploration objectives. The detailed
breakdown for the exploration budget over the next two years is given in Table 7-4.

7.2.2 Recent exploration expenditure
Recent exploration expenditure on the property has totalled approximately USD681,000, and
includes limited RC drilling, geochemistry and geophysics. Based on the positive results that have
resulted from this work, SRK suggests the use of a Prospectivity Enhancement Multiplier of 1.5, as
the successful outcome of the work carried out has significantly increased the inherent value of the
tenement.

7.2.3 Appraised value
Based on the budgeted expenditure for the Bolgatanga Project, an Appraised value of approximately
AUD4.9 million would seem appropriate. This falls within the range of AUD3.1 million to AUD10.6
million that has been derived from the Comparable Transactions method of valuation.
Based on the recent expenditure on successful exploration on the Subranum property, an appraised
value of approximately USD1.02 million would seem appropriate. This falls within the range of
AUD0.5 million to AUD1.6 million that has been derived from the Comparable Transactions method
of valuation, and lends support to the Preferred Value of AUD1.1million that was derived from the
Comparable Transactions method.
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Table 7-4:

Ridge Resources Ltd - Use of Funds
Period

Yr 1 ($)

Yr 2 ($)

Total ($)

Ghana Operating Costs
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Bolgatanga Licences
Aerial Survey

750,000

-

750,000

Geochem Soil Program

280,000

120,000

400,000

Drilling Consumables

246,500

99,500

346,000

Assaying and Sample Prep

376,500

158,000

534,500

Mincom Licence Fees

45,000

-

45,000

Tenement Management

30,000

10,000

40,000

1,728,000

387,500

2,115,500

Newmont Progress Payment

50,000

50,000

100,000

Drilling Consumables

20,000

10,000

30,000

Assaying

68,000

136,000

204,000

500,000

250,000

750,000

Resource Definition

25,000

50,000

75,000

Mincom Licence Fees

15,000

30,000

45,000

Tenement Management

10,000

10,000

20,000

Total Subranum Licences

688,000

536,000

1,224,000

Ghana Direct Country Costs

904,800

712,200

1,617,000

Total Ghana Operating Costs

3,320,800

1,635,700

4,956,500

295,000

245,000

540,000

(3,615,800)

(1,880,700)

(5,496,500)

Total Bolgatanga Licences
Subranum Licences

RC / Diamond Drill Program

Administration Overheads
Operating Loss
Source of Funds

A$

Pro-forma Cash on Hand

2,177,000

Capital Raised under this Offer

5,014,000

Total Funds Available

7,191,000

Allocation of Funds

A$

Exploration expenses

4,956,500

Administration and corporate overheads

540,000

Expenses of the offer

450,700

Working capital

1,243,800

Total Funds Applied

7,191,000

Expenses of the Offer
Brokerage fees

250,700

Management fees

50,000

Legal Fees – Australia

25,000

Legal Fees – Ghana

25,000

Independent Accountant’s Report

15,000

Independent Geologist’s Report

85,000

Total Expenses of the Offer
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Conclusions
SRK has analysed seven recent transactions involving exploration properties in the Birimian of West
Africa. Based on this analysis, valuation ranges as detailed in Table 8-1 have been derived.
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Table 8-1:

Recent transactions
Area
2
(km )

Stage

Low
(AUD mil.)

Preferred
(AUD mil.)

High
(AUD mil.)

3.1

6.8

10.6

Bolgatanga

667.3

Bongo

440.49

Exploration

2.0

4.5

7.0

Kungongo

120.12

Exploration

0.55

1.2

1.9

Ndongo

106.65

Exploration

0.49

1.1

1.7

Subranum

68.7

Target outline

0.48

1.1

1.6

Total

736.0

3.5

7.9

12.2

SRK has considered the Appraised Value method of valuation to compare these valuation ranges.
The Appraised Value method supports these valuation ranges, and supports the Preferred Value for
the Subranum Project.
The licenses in the DRC are only at option stage and have therefore been given only a nominal
value being the option fee paid to date, which SRK understands is AUD50,000.

Prepared by

Deborah Lord
Principal Consultant (Geology)

Reviewed by

Matthew Greentree
Project Reviewer
All data used as source material plus the text, tables, figures, and attachments of this document
have been reviewed and prepared in accordance with generally accepted professional engineering
and environmental practices.
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SCHEDULE 1- TENEMENT LIST

Registered
Holder

Proportion
of
ownership

Name of
Tenement

Land
Registry
No.

Cardinal
Ghana

100%

Cardinal
Ghana

100%

Cardinal
Ghana

100%

Newmont

100%

Ndongo
Reconnaissance
Licence
Kungongo
Reconnaissance
Licence
Bongo
Reconnaissance
Licence
Subin-Kasu
Prospecting
Licence

Land
Registry
No.
17/2010
Land
Registry
No.
1/2011
Land
Registry
No.
2/2011
None
Disclosed

Land
Valuation
Division
Number

Type of
mineral

Teneme
nt Area
(km2)

Annual
rent
payable

Grant Date

Expiry
Date

Application
for
renewal/
extension/c
onversion
20 May
2011

LVD
12434/10

gold

106.65
Sq Km

GHS 22.00

21st May 2010

20 May
2011

LVD
1486/2011

gold

120.12
Sq Km

GHS 24.00

21 January
2011

20
January
2012

11 January
2012

LVD
1487/2011

gold

440.49
Sq Km

GHS
102.00

21 January
2011

20
January
2012

11 January
2012

LVB
4257/09

gold

68.7 Sq
Km

GHS 21.00

6 January 2009
and extended
on 22 July
2011

21 July
2012

16 July 2012
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Letter to Directors
The Directors
Ridge Resources Limited
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52 Ord Street
West Perth WA 6005

Dear Directors
SRK Consulting (Australasia) Pty Ltd (SRK) has been commissioned by Ridge Resources Limited
(Ridge) to provide an Independent Technical Assessment Report on the Cardinal Resources Ltd
(Cardinal) Bolgatanga and Subranum Gold Exploration Projects in Ghana, and the Kilo-Moto Gold
Project, located in the Democratic Republic of Congo.
This Independent Technical Assessment Report is intended for inclusion in the Notice of Meeting to
be issued by Ridge, and also a Prospectus to be issued by Ridge where Ridge will offer to acquire
100% of the shares in Cardinal for a total consideration of 30,750,000 shares and 15,375,000 $0.20c
options expiring 30 June 2014.
In conjunction with the acquisition of shares in Cardinal Resources Limited, Ridge will undertake a
pro rata non-renounceable rights issue of up to 25,070,250 shares on the basis of 3 New Shares for
every 2 Ordinary Shares held by Ridge shareholders at an issue price of twenty cents ($0.20) per
New Share with a 3 for 2 free option, exercisable at $0.20 on or before 30 June 2014 to raise up to
$5,014,050. Ridge has a current cash balance of approximately $2,000,000.
The exploration properties that are subject of this Report in which Cardinal has an interest, are
considered to be ‘Exploration Projects’ which are inherently speculative in nature. Nonetheless,
SRK considers that the projects have been acquired on the basis of sound technical merit.
The properties are also considered to be sufficiently prospective, subject to varying degrees of
exploration risk, to warrant further exploration and assessment of their economic potential,
consistent with the proposed programs.
Exploration and evaluation programs summarised in this report amount to a total expenditure of
approximately $4,956,000 which Cardinal plans to spend in the first two years. Ridge will, after the
completion of the proposed entitlement issue, have approximately $2,235,000 remaining. At least
half the liquid assets held, or funds proposed to be raised by Cardinal, are understood to be
committed to acquisition, exploration, development and administration of the mineral properties,
satisfying the requirements of ASX Listing Rules 1.3.2(b) and 1.3.3(b). SRK also understands that
Cardinal has enough working capital to carry out its stated objectives, satisfying the requirements of
ASX Listing Rules 1.3.3(a). Cardinal has prepared staged exploration and evaluation programs,
specific to the potential of the reported project, which are consistent with the budget allocations.
SRK considers that the relevant areas have sufficient technical merit to justify the proposed
programs and associated exploration expenditure, satisfying the requirements of ASX Listing Rules
1.3.3(a). The proposed exploration budget also exceeds the anticipated minimum annual statutory
expenditure commitment on the various project tenements.
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Reporting standard
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The purpose of this Report is to provide an Independent Technical Assessment for inclusion in a
Prospectus to be issued by Ridge.
This Report does not provide a valuation of the mineral assets and has been prepared to the
standard of, and is considered by SRK to be, a Technical Assessment Report under the guidelines
of the VALMIN Code. The VALMIN Code is the code adopted by the Australasian Institute of Mining
and Metallurgy (AusIMM) and the Australian Institute of Geoscientists (AIG), and the standard is
binding upon all AusIMM and AIG members. The VALMIN Code incorporates the JORC Code for
the Reporting of Exploration Results, Mineral Resources and Ore Reserves.
This Report is not a Valuation Report and does not express an opinion as to the value of mineral
assets or make any comment on the fairness and reasonableness of any transactions.
Aspects reviewed in this Report may include product prices, socio-political issues and environmental
considerations; however, SRK does not express an opinion regarding the specific value of the assets
and tenements involved.
The information in this report that relates to Exploration Results is based on information compiled by
Mr Peter Gleeson (and the Subranum and DRC sections by Dr Matthew Cobb), as provided by
Cardinal. Mr Gleeson is a member of the AIG, and Dr Cobb is a member of the AusIMM. Both are
full-time employees of SRK Consulting. Both Mr Gleeson and Dr Cobb have sufficient experience
which is relevant to the style of mineralisation and type of deposit under consideration and to the
activity to which they are undertaking to qualify as a Competent Person as defined in the 2004
edition of the ‘Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore
Reserves (JORC Code, 2004 edition). Mr Gleeson and Dr Cobb consent to the inclusion in the
report of the matters based on this information in the form and context in which they appear.

SRK independence
Neither SRK nor any of the authors of this Report have any material present or contingent interest in
the outcome of this Report, nor do they have any pecuniary or other interest that could be
reasonably regarded as being capable of affecting their independence or that of SRK. SRK has no
prior association with Ridge and Cardinal in regard to the mineral assets that are the subject of this
Report. SRK has no beneficial interest in the outcome of the Technical Assessment being capable
of affecting its independence. SRK’s fee for completing this Report is based on its normal
professional daily rates plus reimbursement of incidental expenses. The payment of that
professional fee is not contingent upon the outcome of the Report.

Information basis of this Report
SRK has derived the technical information which forms the basis of its assessment on information
provided by Cardinal, as well as the site visit and work previously undertaken by SRK. SRK has
supplemented this information where necessary with information from major literary sources. The
past exploration history of these tenements has been derived from previous explorers’ reports,
information provided by Cardinal and the government exploration database systems. SRK has not
conducted its own independent searches.
Mr Peter Gleeson from SRK accompanied Cardinal’s representatives on a site visit of the
Bolgatanga Project area in early December 2011. No site visit of the Subranum Project or the DRC
properties has been made.
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Note on Tenement Status and Material Contracts
SRK has not independently verified the ownership and current standing of the tenements that are the
subject of this Report, and is not qualified to make legal representations in this regard. Instead, it
has relied on information provided by Cardinal. SRK has prepared this Report on the understanding
that Cardinal’s tenements are in good standing and that there is no cause to doubt the eventual
granting of any tenement applications. The reader is referred to the Solicitors’ Report on Tenements
for further information on tenement and material contract matters.

SRK and authors
SRK is an international mining industry consulting company that has been providing services and
high-level technical and financial advice to the mining industry since 1975. SRK has fully staffed
independent offices in all major mining centres of the world. This report was compiled by Mr Peter
Gleeson and Dr Matthew Cobb, with peer review by Dr Matthew Greentree; all full-time employees of
SRK.
Peter Gleeson, Principal Consultant (Geology), BSc Hons (Mining Geology), MSc (Applied
Geostatistics / Mining Geology), MAIG, MGSA
Peter has over 25 years of experience in both consultancy and production roles. This experience
includes 10 years as open pit and underground mine geologist and five years as an exploration
geologist. He has worked on resource estimation projects, project evaluations and 3D modelling
studies for a variety of different geological environments and commodities, ranging from uranium,
precious and base metals to iron ore. He is also experienced in performing mine feasibility, mine
planning and expansion studies, as well as audits. His work experience encompasses mines and
projects in Australia, Southern Africa, West Africa, North America, South America, Europe and
Indonesia and he has had extensive exposure to diverse world-class ore deposits and mineral
systems in Africa, Southeast Asia, North and South America and Australia. He is an expert user of
several mining/ geological modelling software packages such as Vulcan, GOCAD, Geomodeller,
FracSIS, Leapfrog and Datamine.
Peter is an experienced geostatistician – resource geologist and has performed numerous resource
estimates and due diligence studies in iron ore, gold, copper, other base metals and uranium.
Peter has been involved in several gold projects in Ghana, both from a resource evaluation and
exploration perspective.
Matthew Cobb, Senior Consultant (Geology), PhD (Geology), MAusIMM, MIAMG
Matthew Cobb is a geologist with more than 10 years’ post graduate experience that includes all
facets of geology from target generation to mining. He has extensive experience in the exploration
and 3D modelling of various commodities including gold, base metals and bulk commodities. In
recent years, Matthew’s focus has been on the development of best-practice techniques and QA/QC
for both exploration and grade control systems, and the creation of grade control models for heavily
structurally controlled ore systems. As a consequence, Matthew has strong technical skills in
database auditing, model validation and QA/QC review. Matthew’s experience has encompassed
work in Eastern Europe, Sub-Saharan Africa, New Zealand and Australia.
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Matthew Greentree, Principal Consultant (Geology), PhD (Geology), MAIG, MGSA
Matthew Greentree has over 13 years of experience in mineral exploration geology, and has
international experience working on numerous deposit styles, including lode gold, IOCG, sedimenthosted Cu–Co and base metal deposits, magmatic nickel, and banded iron formation (BIF) -hosted
iron ores. His industry experience includes his role as a gold exploration geologist for Sons of
Gwalia, and various grass-roots and advanced nickel exploration projects in China and Central
Australia, whilst in the employ of Anglo American Exploration. Matthew’s consultancy expertise is in
the management and interpretation of geological and exploration data within geological and GIS
computer packages.
Matthew undertook peer review of this Report.

Warranties and indemnities
Ridge and Cardinal have represented in writing to SRK that full disclosure has been made of all
material information and that, to the best of its knowledge and understanding, such information is
complete, accurate and true.
As recommended by the VALMIN Code, Ridge and Cardinal have provided SRK with an indemnity
under which SRK is to be compensated for any liability or expenditure resulting from any additional
work required:


which results from SRK's reliance on information provided by Ridge and Cardinal or to Ridge
and Cardinal not providing material information; or



which relates to any consequential extension workload through queries, questions or public
hearings arising from this Report.

Consents
SRK consents to this Report being included, in full, in the Notice of Meeting to be issued by Ridge
and also in the Prospectus to be issued by Ridge, in the form and context in which the Technical
Assessment is provided, and not for any other purpose.
SRK provides this consent on the basis that the Technical Assessments expressed in the Summary
and in the individual sections of this Report are considered with, and not independently of, the
information set out in the complete Report and the Cover Letter.

Yours faithfully

Mr Peter Gleeson, BSc Hons (Mining Geology), MSc (Applied Geostatistics / Mining Geology),
MAIG, MGSA
Principal Consultant (Geology)
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Executive Summary
Cardinal Resources Ltd Limited (Cardinal), through its wholly owned subsidiary, Cardinal Resources
Ghana Ltd offers the exposure to gold exploration projects in prospective and relatively unexplored
granite-greenstone belts in Ghana and the Democratic Republic of Congo (DRC). The projects have
gold mineralisation occurring in a variety of styles, in each of the project areas gold mineralisation
has been identified in historic gold resources, artisanal workings and exploited in producing mines.
The three tenements in the Bolgatanga Project area include Bongo, Ndongo and Kungongo,
2
collectively covering an area of over 674 km (granted). The historic Nangodi gold mine is located
nearby and produced some 18,620 oz Au from 23,600 tonnes, approximately 0.77 oz per tonne
(Ghana Department of Mines records, 1938). The Nangodi Belt is considered to be the southern
extension of the Youga Greenstone Belt in Burkina Faso, where it is host to the producing Youga
gold mine (1.56 Moz Au; MEG database). Other greenstone belts in the project area which can be
linked to those in Burkina Faso include the Bole Belt.
The Bolgatanga Project area is located in NE Ghana some 150 km north of the regional centre of
Tamale, and is near Bolgatanga Township. The project consists of three tenements which are
relatively un-explored, despite recent interest by Western mining companies in the region. Recent
exploration and mining activity in the area includes the Shaanxi Mining Ghana Ltd underground
mine. This mine has targeted gold mineralisation along the sheared margin of the Nangodi Belt.
No formal resource is available; however this is a significant operation including two head frames
which have been erected along the strike of the ore body. The Shaanxi Mining operation is to the
south of Cardinal’s Ndongo tenements. Numerous contemporary and historical small-scale artisanal
small-scale workings are found along this trend, as well as the other project areas, with many of the
artisanal working having visible gold within the ore being targeted. This exploration project is
targeting structurally-controlled gold mineralisation hosted in Paleoproterozoic in greenstones.
Identified gold deposits range in size from small-scale, high-grade shear-hosted veins that occur
along lithological contacts, to larger tonnage lower-grade deposits associated with stock works in
felsic to intermediate intrusions. There is potential for the discovery of both large-scale open pit and
high-grade underground deposits.
The second project in Ghana is a single tenement in the Subranum Project in SW Ghana, which
2,
covers an area of 68.7 km in the Sefwi-Bibiani greenstone belt. The Subranum Project is proximal
to the currently producing Bibiani and Chirano mines. Bibiani has produced over 3.8 Moz Au since its
discovery in 1902 from a mixture of open pit and underground mining methods. Current owner
Noble Mineral Resources Ltd recently completed their first gold pour, in March 2012, from a
re-furbished 2.7 Mtpa mill (Noble Mineral Resources, 2012). The Chirano gold mine (Kinross Mining
Corporation), proximal to the Bibiani mine, produced in excess of 260,000 oz (equivalent) Au in 2011
(Kinross Gold Corp, 2011). Despite the existence of these large discoveries and the protracted
history of gold production in the area, the remainder of the Sefwi-Bibiani greenstone belt remains
comparatively under-developed. Similar to the Bolgatanga Project, exploration of the Subranum
Project will be targeting structurally controlled greenstone belt deposits, comprising fault and shear
hosted veins contained within intermediate volcaniclastic rocks and felsic intrusives. Geologically,
the greenstone belts and areas adjacent to the intrusive margins are considered as more
prospective, especially were the margin is faulted (e.g. Bole-Bolgatanga Fault Zone). Recent work
by SRK has shown the Nangodi Belt to be structurally complex with at least two phases of folding.
This added level of structural complexity is considered to be favourable in providing potential
structural traps for gold deposition. Additionally, a number of intra-belt intrusions are likely to form
favourable low-strain dilatational zones adjacent to them. It is possible that some of the major
structures in the area (Bole-Bolgatanga Fault) is likely to be a major deep-tapping thrust faults similar
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to those seen in southern Ghana and known to contain some of the most significant gold deposits in
Ghana.
Such deep-tapping structures provide important regional fluid pathways to focus
mineralising fluids into trap positions in the greenstone belts.
There are three other similarly oriented greenstone belts in Ghana comparable to the Nangodi and
Sefwi belts; the Kibi, Ashanti and Bui belts. All have known gold mineralisation that includes worldclass deposits such as in the Ashanti mine (40 Moz) in the Ashanti Belt and the Chirano mine
(2.4 Moz) in the Sefwi Belt. Similar Archean greenstone belts in other locations around the world
have been host to significant gold deposits (Superior Province of the Canadian Shield, Yilgarn,
Western Australia, greenstone belts of Zimbabwe). Though the greenstone belts are the main
exploration priority, the adjacent sedimentary deposits of Paleoproterozoic age should not be
ignored (Obuasi deposit – 40 Moz).
To date, only broad-scale regional geophysics has been flown over the tenement areas.
More detailed airborne surveys (as proposed by both SRK and Cardinal) have often been found to
be key to the geological and structural understanding of similar greenstone belts and have
contributed enormously to exploration success.
The exploration potential of the Nangodi and Bole belts is recognised by other explorers who hold
tenements adjacent to Cardinal’s permits (Kinross Gold Corporation).
In addition to the gold potential, there is also significant base metal mineral potential within the
Proterozoic aged rocks. Other companies exploring for base metals in the region and into Burkina
Faso include Ampella Mining. Base metal exploration is the least understood and developed in
Ghana, given the strong focus on gold exploration over the past 25 years.
In the Subranum Project, regional geophysics (aeromagnetics), soil sampling, RAB drilling and
limited RC drilling have been conducted and have defined an area of gold mineralisation that
remains open to the south and at depth.
Politically Ghana has low sovereign risk and has enjoyed over 20 years of continuous democratic
rule. It is one of the most developed and affluent countries in Africa, with a well-developed Mining
Code, infrastructure and a population with the technical skills to support modern mining projects.
Mining investments in Africa are rising fast, and the relative political stability in Ghana has made the
country one of the most attractive new mining investment areas in Africa. After South Africa, Ghana
is Africa’s second-largest gold producer. Large industry players like Newmont Mining Corporation
and AngloGold Ashanti have been joined by smaller players including Randgold Resources, Keegan
Resources, Red Back Mining, Golden Star Resources and African Gold Group, as well as individual
and local artisanal miners.
Many industry observers see potential for the discovery of more deposits in Ghana as much of the
country remains relatively under-explored. Successful discoveries quickly become acquisition
targets by larger companies.
The DRC project has two licences under consideration for investment. These are in the Kilo-Moto
Project area, located within the Neo-Archaean Kilo-Moto greenstone belt in far north-eastern DRC.
The same greenstone belt is host to both the 20 Moz Kibali Gold Project owned by Randgold
Resources and AngloGold Ashanti, and the Giro Gold Project, currently under review for purchase
by Erongo Energy (ASX: ERN), and containing numerous instances of historic workings for gold.
It should be noted that the DRC project has the potential for moderate levels of sovereign risk
compared to the Ghanaian projects.
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In summary, SRK considers that the portfolio of exploration assets offered by Ridge has high
potential for economic gold mineralisation. The acquisition of additional ground in the greenstone
belts through joint ventures or small-scale mining application should also be sought. The Cardinal
tenements contain early stage exploration targets, and as such, are speculative in nature and have a
higher risk. This is mitigated by the known occurrence of large economic gold mineralisation in the
area from producing mines. Ridge and Cardinal are approaching the regions with well-established
exploration concepts, based on their geological understanding of the regions, and with specific
deposit models in mind. In many cases, there has been only limited previous exploration in the
areas where they are focusing, representing good opportunities for the Company.
SRK considers the projects to be worthy of the exploration budgets proposed by Ridge, and the
management of the Company has and will acquire the projects based on sound geological concepts
and exploration methods. To date, no resources (as defined by the JORC or NI 43-101 codes) have
been identified on any of Cardinal’s leases.
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Disclaimer
The opinions expressed in this Report have been based on the information supplied to SRK
Consulting (Australasia) Pty Ltd (SRK) by Ridge Resources Ltd and Cardinal Resources Ltd (Ridge
and Cardinal respectively), as well as the site visit and work previously undertaken by SRK. The
opinions in this Report are provided in response to a specific request from Ridge to do so. SRK has
exercised all due care in reviewing the supplied information. Whilst SRK has compared key supplied
data with expected values, the accuracy of the results and conclusions from the review are entirely
reliant on the accuracy and completeness of the supplied data. SRK does not accept responsibility
for any errors or omissions in the supplied information and does not accept any consequential
liability arising from commercial decisions or actions resulting from them. Opinions presented in this
Report apply to the site conditions and features as they existed at the time of SRK’s investigations,
and those reasonably foreseeable. These opinions do not necessarily apply to conditions and
features that may arise after the date of this Report, about which SRK had no prior knowledge nor
had the opportunity to evaluate.
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List of Abbreviations
Abbreviation

Meaning

AUD

Australian dollar/ s

amsl

above mean sea level

AusIMM

The Australasian Institute of Mining and Metallurgy

AIG

Australian Institute of Geoscientists

ASX

Australian Securities Exchange

EM

electromagnetic

GIS

Geographic Information System – refers to a type of computerised set of data that can
be processed to reveal target and other information

g/t

grams per tonne

JORC

Joint Ore Reserves Committee of The Australasian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and the Minerals Council of Australia

IPO

initial public offering

Ma

millions of years ago

Moz

millions of ounces

Mt

million tonnes

NI 43-101

Canadian National Instrument 43-101 Code for Reporting Resources and Reserves as
defined by the Toronto Stock Exchange

Pb

metal lead

ppb

parts per billion

ppm

parts per million

RC

reverse circulation

SPT

source-pathway-trap

SRK

SRK Consulting (Australasia) Pty Ltd

Au

gold metal

VALMIN

Code for the Technical Assessment and Valuation of Mineral and Petroleum Assets
and Securities for Independent Expert Reports - 2005

VTEM

versatile time-domain electromagnetics; an airborne geophysical survey method
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Glossary of Terms
Term

Meaning

Anticline

Folded rock structure, convex up

Anomalous

Departure from the expected norm; in mineral exploration, this term is
generally applied to either geochemical or geophysical values higher or lower
than the norm

Antiforms

Folded rock, convex up, without any reference as to the relative age of strata

Archaean

Geologic eon before the Paleo-Proterozoic era of the Proterozoic eon, before
2,500 Ma ago

Arsenopyrite

An iron-arsenic-sulphide (Fe As S), the most common mineral of arsenic; it is
often associated with gold ores particularly those derived from volcanic or hot
spring (epithermal) environments

Assay

A quantitative determination of an element

Bedrock

Rocks beneath regolith cover

Belt

Zone or band of a particular group of rocks exposed on the surface

Basin

Depression in the Earth’s surface that collects sediment

Breccia

Volcanic or sedimentary rock containing broken angular fragments

Clastic

Term used to describe sedimentary rocks that consist of fragments of rock or
other material that have been transported from their place of origin

Conglomerate

Very coarse sandstone containing small to large boulders

Disseminations

Scattered, isolated, fine grained particles (of gold, silver, copper etc.) in the
rock

Electromagnetic survey

Geophysical survey technique designed to detect some types of sulphide
mineralisation

Felsic

Rocks composed principally of silica and alumina; equates with “acid” rocks in
the geologic sense

Fold belt

A zone, which may be tens of kilometres wide and hundreds of kilometres long,
in which the rock formations are folded and sheared as a result of mountainbuilding processes

Geochemistry

Branch of geology that focuses on the chemical composition of Earth’s
materials

Granitoids

A broad group of medium to coarse grained quartz-feldspar rich igneous rocks
of the granite suite

Granodiorite

Coarse-grained igneous rock of mafic provenance

Greenstone belt

Supracrustal belts of volcanic and sedimentary rocks, generally of Archaean
age

Intrusion and intrusive
complex

Bodies of magma which have been emplaced and crystallised in the Earth’s
crust

Laterite

Hard ferruginous duricrust that generally forms the upper part of an in situ
weathering profile

Lithological

Compositional and textural characteristics of a rock

Mafic

Rocks that have high iron and magnesium contents and are usually dark
coloured; equates with “basic” in the geologic sense

Magma

Used in a geological context, refers to molten rock

Outcrop

Exposure of the bedrock

Precipitation

Process of separating mineral constituents from a solution; e.g., by evaporation
(such as halite or anhydrite) or by cooling of magma (to form an igneous rock)

Prospective

Ore that cannot be included as Proved or Probable, nor definitely known or
stated in terms of tonnage

Proterozoic

Division of geological time which spans the period 2,500 to approximately
570 million years ago

Pyrite

Sulphide mineral containing iron and sulphur with the formula FeS2
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Term

Meaning

Quartz

Mineral species composed of crystalline silica

Quartzite

Clastic sedimentary rock comprised almost entirely of quartz grains

Regolith

Surficial materials deposited on the Earth’s surface by a variety of processes
and weathered in situ rock

Sandstone

Sedimentary rock composed of sand grains (mainly quartz and feldspar)

Schist

Type of rock displaying a platy habit due to shear-metamorphism

Sedimentary

Rocks formed by deposition of particles carried by air, water or ice

Shear

Movement between two bodies of rocks characterised by a lack of fracturing

Sinistral

Left-hand strike-slip offset or movement on a fault

Stratigraphy

A sequence of rock units in time and their correlation in a spatial context

Strike

Intersection of the long dimension of a geological unit at a particular horizontal
surface, usually the Earth’s surface; the term is also used to describe the
general trend of a geological unit

Structural

Of, or pertaining to, rock deformation or to features that result from it

Sulphides

Minerals consisting of a chemical combination of sulphur with a metal

Supracrustal

Rocks formed on a basement; greenstone belts formed in elongate basins over
older granite basements

Stockwork

Thin complex array of veinlets

Tenements

Granted Reconnaissance Permits, Prospecting Licences and applications for
these licences and leases

Thrust

Low angle fault structure resulting from compressional forces
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1

Introduction and Overview

1.1

Location and tenement details

For personal use only

The following four Ghana tenement licences are discussed in this report:
1

Bongo

2

Kungongo

3

Ndongo

4

Subranum

The first three licences combine to form the Bolgatanga Project. The final license constitutes the
Subranum Project. The relative location of the projects is shown in Figure 1-1 and Figure 1-2.
DRC project opportunities are discussed separately.

Figure 1-1:
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Figure 1-2 shows the location of the three Bolgatanga tenements in relation to the regional geology.

Figure 1-2:

Geology map showing the location of the Bongo, Ndongo and Kungongo
tenements

1.1.1 Bongo tenement
The Bongo tenement is located in NE Ghana some 4 km north of Bolgatanga and centered on the
village of Bongo. The tenement is situated across three areas – Bongo District, Bolgatanga
2
Municipality and the Kassena Nankani District. The tenement covers an area of some 447 km .
The granted reconnaissance licence is Bolgatanga, Bongo and Environs; field sheet 1001 A1 and
A2.
The geographic co-ordinates of the tenements are given in Table 1-1 and the detailed location map
in Figure 1-3.
Table 1-1:

Location of the Bongo tenement corners in latitude and longitude

Pillar

Latitude

Longitude

Pillar

Latitude

Longitude

P1

10°59’30”

1°00’00”

P23

10°55’45”

0°42’15”

P2

10°59’30”

0°58’00”

P24

10°55’45”

0°43’45”

P3

10°59’45”

0°58’00”

P25

10°55’15”

0°43’45”

P4

10°59’45”

0°55’15”

P26

10°55’15”

0°44’15”

P5

10°58’30”

0°55’15””

P27

10°54’30”

0°44’15”

P6

10°58’30”

0°53’30”

P28

10°54’30”

0°45’00”

P7

10°57’45”

0°53’30”

P29

10°53’45”

0°45’00”

P8

10°57’45”

0°53’45”

P30

10°53’45”

0°45’30”

P9

10°57’15”

0°53’45”

P31

10°53’15”

0°45’30”

P10

10°57’15”

0°52’00”

P32

10°53’15”

0°46’00”
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Pillar

Latitude

Longitude

Pillar

Latitude

Longitude

P11

10°58’15”

0°52’00”

P33

10°52’15”

0°46’00”

P12

10°58’15”

0°51’30”

P34

10°52’15”

0°46’45”

P13

10°59’15”

0°51’30”

P35

10°51’15”

0°46’45”

P14

10°59’15”

0°50’45”

P36

10°51’15”

0°47’15”

P15

10°59’30”

0°50’45”

P37

10°51’30”

0°47’15”

P16

10°59’30”

0°42’45”

P38

10°51’30”

0°48’00”

P17

10°58’30”

0°42’45

P39

10°50’30”

0°48’00”

P18

10°58’30”

0°42’15”

P40

10°50’30”

0°48’15”

P19

10°57’30”

0°42’15”

P41

10°49’30”

0°48’15”

P20

10°57’30”

0°41’45”

P42

10°49’30”

0°58’45”

P21

10°56’15”

0°41’45”

P43

10°49’15”

0°58’45”

P22

10°56’15”

0°42’15”

44

10°49’15”

1°00’00”

Figure 1-3:

Plan of the location of the Bongo and Ndongo tenements in relation to the
geology and main population centres

Note: Co-ordinates in UTM Zone30 North

1.1.2 Ndongo tenement
The Ndongo tenement is located in NE Ghana, some 5 km east of the town of Bolgatanga and
centered on the village of Nangodi. The tenement is situated across two areas – Bolgatanga
2
Municipality and the Talensi-Nabdan District. The tenement covers an area of some 106 km .
The granted prospecting licence is in Bolgatanga, Nangodi and Environs; field sheet 1001 A1 and
A2. The geographic co-ordinates of the tenements are given in Table 1-2 and the detailed location
map in Figure 1-3.
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Location of the Ndongo tenement corners in latitude and longitude

Pillar

Latitude

Longitude

P1

10°52’28”

0°37’33”

P2

10°49’12”

0°37’27”

P3

10°48’17”

0°36’00”

P4

10°46’47”

0°40’20”

P5

10°44’05”

0°42’07”

P6

10°47’25”

0°47’18”

P7

10°49’00”

0°47’20”

P8

10°49’00”

0°48’09”

P9

10°50’00”

0°48’09”

P10

10°55’42”

0°43’10”

P11

10°55’42”

0°42’05”

P12

10°51’18”

0°45’07”

P13

10°50’10”

0°43’46”

P14

10°49’43”

0°44’38”

P15

10°47’46”

0°45’55”

P16

10°47’03”

0°43’49”

P17

10°48’19”

0°43’04

P18

10°48’00”

0°42’23”

P19

10°46’45”

0°42’23”

P20

10°46’08”

0°40’52”

P21

10°47’44””

0°39’10”

P22

10°50’01”

0°38’40”

1.1.3 Kungongo tenement
The Kungongo tenement is located in NE Ghana some 25 km southwest of Bolgatanga and centered
on the village of Naga. The tenement is situated in the Kassena-Nankani East District.
2
The tenement covers an area of some 120 km . The granted reconnaissance license is in
Kungongo; field sheet 1001 A3 and 1002 B4. The geographic co-ordinates of the tenements are
given in Table 1-3 and the detailed location map in Figure 1-4.
Table 1-3:

Location of the Kungongo tenement corners in latitude and longitude

Pillar

Latitude

Longitude

Pillar

Latitude

Longitude

P1

10°38’30”

0°05’15”

P14

10°33’45”

1°03’30”

P2

10°38’30”

0°59’45”

P15

10°34’15”

1°03’30”

P3

10°37’30”

0°59’45”

P16

10°34’15”

1°03’45”

P4

10°37’30”

0°59’15”

P17

10°35’00”

1°04’00”

P5

10°37’00”

0°59’15””

P18

10°35’00”

1°04’00”

P6

10°37’00”

0°59’00”

P19

10°36’00”

1°04’00”

P7

10°30’45”

0°30’45”

P20

10°36’00”

1°04’30”

P8

10°30’45”

1°02’45”

P21

10°36’45”

1°04’30”

P9

10°32’00”

1°02’45”

P22

10°36’45”

1°04’45”

P10

10°32’00”

1°03’00”

P23

10°37’30”

1°04’45”

P11

10°33’00”

1°03’00”

P24

10°37’30”

1°05’00”

P12

10°33’00”

1°03’15”

P25

10°38’00”

1°05’00”

P13

10°33’45”

1°03’15”

P26

10°38’00”

1°05’15”
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Plan of the location of the Kungongo tenements in relation to the geology and
main population centres

Note: Co-ordinates in UTM Zone 30 North

1.1.4 Subranum tenement
The Subranum tenement is situated in the southern portion of Ghana, approximately 45 km
northwest of the city of Kumasi, and 240 km northwest of the capital city Accra, in the Sabranomu
district. The granted prospecting license is in Subin-Kasu; field sheet 0702 C3.
2

The tenement covers an area of 68.7 km .
Table 1-4.
Table 1-4:

Corner points for the tenement are presented in

Location of the Subranum Project tenement corners in latitude and longitude
(WGS84)

Pillar

Latitude

Longitude

Pillar

Latitude

Longitude

P1

7°04’52.36”

-1°54’59.36”

P3

7°00’00”

-1°50’49.16”

P2

7°04’51.60”

-1°50’49.16”

P4

7°00’00”

-1°54’58.00”
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Location and Geology of the Subranum tenement

Note: Co-ordinates in DMS (WGS84) North
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Regional Geology

2.1

Geology
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2

The Bolgatanga Project is located in a Paleoproterozoic granite-greenstone belt in northeast Ghana
close to the border with Burkina Faso. The Subranum Project is situated in the south-western
portion of the country, also within a Palaeoproterozoic granite-greenstone belt. Gold mineralisation
in Ghana and along strike in Burkina Faso is principally located within the greenstone belts. There is
significant production from a number of gold mines in the region, as well as from numerous small
artisanal workings (Figure 2-1).

Figure 2-1:

GLEE/GREE/COBB/LORD/wulr
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Geologically, the Bolgatanga Project area is located within a series of highly prospective granitegreenstone belts (Bole-Bolgatanga and Nangodi belts). Similarly, the Subranum Project is hosted
within the Sefwi-Bibiani granite-greenstone belt.
The belts are a NE extension to the
Paleoproterozoic aged Birimian basins that formed during the collision between the West African and
Guyana Archean Shields. In Ghana, there are six Paleoproterozoic granite-greenstone belts, five of
which strike in NE-SW orientations (Abbott, 2010).
The principal Birimian metavolcanic (greenstone) belts and intervening metasedimentary basins in
Ghana are:


Kibi-Winneba Belt



Cape Coast Basin



Ashanti Belt



Kumasi Basin



Sefwi-Bibiani Belt



Sunyani Basin



Bui Belt

Other important greenstone belts exist in neighbouring Burkina Faso, these are:


Boromo Belt



Hounde Belt

Figure 2-2 shows the Birimian metasedimentary belts and basins in Ghana and Burkina Faso.
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The main lithologies in the belts are volcanic-sediment sequences of Birimian age (interbedded basic
to intermediate flows, felsic tuffs and fine grained sediments) overlying the earlier intervening
sedimentary basins (greywackes and phyllites). These basins are separated by major faults. These
faults probably controlled early syn-Birimian sedimentary basin down faulting. Figure 2-3 is a
schematic cross-section through the basins showing the relationships of the basins. There are
various granitoids intrusions along with the sedimentary rocks. The granitoids intrusions can be
divided into two types – belt-type and basin-type (Allibone 2004).
The belt-type intrusions have a metaluminous character, are often tonalitic and are confined to the
Birimian greenstone belts (Allibone 2004). The basin-type intrusions have a peraluminous character
and are higher in potassium and rubidium relative to the belt granitoids and are mainly granodiorites.
Late-stage intermediate diorite stocks and dykes intrude the belts themselves. These granitegreenstone belts extend NE into Burkina Faso and are geologically identical. Figure 2-4 shows the
stratigraphical relationships of the main formations in Ghana.

Figure 2-3:
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Stratigraphic column and geological time line for Ghana (Allibone, 2002)

A geological map of NE Ghana where Cardinal’s Bolgatanga Project is located is shown in
Figure 2-5. The Subranum Project’s location is presented in Figure 2-5, underlain by a geological
map of the region. The Bolgatanga Project lies along the NW trend of the Bole Greenstone Belt and
is separated from the Nangodi Belt by the Bole–Bolgatanga Fault. Much of the area to the south of
the tenements is covered by younger sediments of the Volta Basin, although this cover may be
shallow and the NE striking Paleoproterozoic greenstone belts certainly continue underneath it.
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Regional geology of northern Ghana showing Cardinal’s Bolgatanga permits (in
red)

2.1.1 Structure
Regionally there are five (D1 – D5) recognised deformation events within the Paleoproterozoic rocks
of NE Ghana. The earliest of these events is a NE-SW compression, which occurred during the
early Paleoproterozoic (ca. 2200 to 2150 Ma) and represented a phase of basin inversion and
compression which corresponds to regional gold mineralising events. This compression has
resulted in the development of a strong tectonic fabric in rocks of this age and has resulted in the
formation of a series of tightly-folded sedimentary basin and greenstone belts (Allibone, 2002).
Two discrete orogenic events have been recognised in Ghana, the earliest termed the Eburnian I
orogeny, is associated with the eruption of the Birimian aged volcanic rocks and the intrusion of
granites. This was followed by regional metamorphism between ca. 2200 and 2150 Ma. Regional
NW-SE extension and formation of the Birimian metasedimentary basins followed the Eburnian I
orogeny, between ca. 2150 and 2116 Ma (Figure 2-4). Subsequently Eburnian II orogeny caused
deformation, metamorphism of all of the Birimian and Tarkwaian rocks, and intrusion of basin-type
granites between 2116 and 2088 Ma. The presence of foliated clasts of Birimian metasedimentary
rocks within the Tarkwaian Group rocks implies that deformation of the Birimian metasediments
commenced prior to the deposition of the Tarkwaian rocks (Allibone, et al., 2002a). Deformation
related to the Eburnian II orogeny dominates the structural geology of southwest Ghana, and is
subdivided into five different phases (D1 to D5). D1 resulted in the formation of a weakly developed
bedding parallel cleavage (S1) in the Birimian metasediments, and minor folds related to early NWSE compression, thrust faulting, and basin inversion. D2 formed major thrust faults, gently plunging,
tight to isoclinal doubly plunging folds and a second cleavage (S2).
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The S2 cleavage typically strikes northeast and dips steeply towards the northwest. D2 thrust faults
have had significant displacements across them and part, or all, of the shortening in southwest
Ghana occurred during D2.
In the SW of Ghana, D3 is recognised as a relatively minor deformation event that did not
substantially modify the structural architecture of the Birimian Supergroup. D3 deformation is
recognised in the field as locally overprinting F2 folds and having a crenulation cleavage (S3) that is
parallel to the axial planes of F3 folds. S3 cleavage and F3 axial planes generally strike towards the
northeast and dip variably between 5° SE and 40° NW.
D4 structures are recognised in the field as having upright folds (F4) with axial planes and cleavage
(S4) that strike E-W. The F4 folds have a moderate to steep NE dip and the axial planar cleavage
(S4) strikes toward E-NE and dips steeply to the N-NW. In some F4 hinges, bedding S0, S1 and S2
are transposed into S4, which bounded by east-striking zones of weakly graphitic schist.
Syn- to post- D4, D5 reactivation of D2 faults represents the last major deformation event in
southwest Ghana. Slickenlines on these faults and the surfaces of internal veins generally plunge
gently towards the southwest. This indicates the D5 reactivation involved largely strike-slip
movement with a small component of dip-slip. Asymmetric dilatant breccias, quartz vein arrays, and
boudinaged quartz veins are localised along these faults in the Ashanti deposit which imply a
component of sinistral movement during D5. None of the faults appear to have been folded during
D4, despite evidence that most formed prior to D4. These apparent contradictions imply that the F 4
folds and D5 sinistral strike-slip offset on the adjacent faults may both be products of D 4 rather than
separate D4 and D5 events.
Fault-bounded blocks containing mafic rocks, such as those immediately east of the Ashanti deposit,
occur throughout the Kumasi Basin and are atypical of those found in the Birimian. Mafic rocks are
generally absent in the Birimian metasediments and the blocks are bounded by D5 faults with a
geometry suggesting they are blocks of basement which have been thrust over the Birimian
metasedimentary rocks (Allibone, et al., 2002a).
The number and size of Birimian gold occurrences and deposits in Ghana are not evenly distributed.
To date a high percentage of all gold occurrences and almost all major gold mines occur in the
Kumasi Basin region (Leube and Hirdes, 1990). Two periods of gold mineralisation are recognised
in Ghana, an early D2 gold mineralising even occurred during regional NE-SW compression and
reverse faulting, and later D5 gold formed during regional strike-slip faulting. U-Pb geochronology on
ore-related titanites in the Ashanti deposit indicates that gold mineralisation occurred at ca. 21002090 Ma (Oberthür, et al., 1998).
Structural styles presented within the Tarkwaian are different in each of the five belts. In the Ashanti
Belt, the Tarkwaian sediments are folded into overall symmetric synforms and antiforms. The central
part of the belt is characterised by open symmetric or gently asymmetric folding. Locally, the open
folding becomes tighter vertical or isoclinal folding. The central portion of the belt folding becomes
tighter and overturns the stratigraphy. Reverse faulting with axial planes dipping away from the
centre, towards the margin of the belt (i.e. beds are overturned and over‐thrust towards the centre of
the belt). Reverse faulting has repeated stratigraphy locally within the centre of the belt, whereas
towards the edge of the belt, the faults become less steep and thrust Birimian rocks over the
Tarkwaian sediments.
Ridge’s project area is located in the NE of Ghana where structures are characterised by steep
isoclinal folds with near vertical axial planes. The greenstone belts also have well-developed open
symmetric folds. Locally, in the steeply dipping strata, axial planar cleavages are well developed
parallel to bedding, and a less well developed second cleavage occurring perpendicular to the first.
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2.1.2 Mineralisation
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This review is based on public domain data, but also draws from SRK’s experience concerning the
geological and structural controls on mineralisation at the Ashanti, Bogoso, Obotan, and Chirano
deposits of SW Ghana. Whilst this review focuses on deposits in the south, they are thought to be
close geological analogues to those in the north.
All the Ghanaian greenstone belts contain gold mineralisation occurring within a variety of different
styles and sizes. Local variation in lithology and deformational history contribute to the unique size
and character of each deposit.
Commonly, two-broad deposit models are presented for gold mineralisation in Ghana:
1

Paleoplacer disseminated gold deposits in Tarkwaian conglomerates

2

Structurally-hosted lode gold deposits

This review outlines only the characteristics of structurally-hosted lode gold deposits. Table 2-1
outlines the important characteristics of the structurally-hosted gold deposits in Ghana. Most of
these deposits are hosted in Birimian metasediments, often close to major lithological contacts with
either Birimian metavolcanics or Tarkwaian metasediments. Two distinct gold events are recognised
in Ghana – D2 gold, related to regional NE-SW compression and reverse faulting (ca. 2110 Ma.),
and D4/ D5 gold, related to regional sinistral strike-slip faulting (ca. 2090 Ma) (Griffis, 2006).
Gold mineralisation occurs along major NE-striking, faults zones which are typically between 5 to
40m wide and have graphite-chlorite-sericite alteration. Gold mineralisation is developed where the
NE fault zones intersect major E-NE-striking fault zones, and especially where they are recognised
to have influenced granite emplacement, alteration and Au geochemical trends. Left-stepping
flexures (10 to 30 km scale) in the NE-striking fault zones (which produce more northerly striking
fault sections) are important for the localisation of gold mineralisation. Other local complexities in
stratigraphy and fault geometry, associated with major NE-striking faults are also important; for
example, folds in stratigraphy that may produce saddle reef-style mineralisation, or fault duplexes.
The (Ashanti and Bogoso deposits of SW Ghana are analogous to gold deposits in the Nangodi Belt.
These deposits are all hosted in shear zones and close to, or at the contact between Birimian
metasediments and Birimian metavolcanics or Tarkwaian metasediments. The shear zones that
host the Bogoso deposit occur at the contact between Birimian metasediments and Tarkwaian
metasediments (Allibone, et al., 2002b). The shear zones also display imbricated structures in a
series of moderately magnetic mafic igneous rocks (doleritic sills) concordant with the NE strike of
the shear zones. The Ashanti deposit is hosted in shear zones either within the Birimian
metasediments (Obuasi and Ashanti fissures) or at the contact between Birimian metasediments and
Birimian metavolcanics (Cote d’Or fissure; Allibone, et al., 2002a). The Ashanti and Bogoso
deposits are both dominated by D5 regional strike-slip gold, formed in reactivated D2 reverse faults
(Allibone, et al., 2002a and 2002b). They both contain quartz vein free-milling gold lodes and
disseminated sulphide (arsenopyrite-rich) refractory gold lodes. The sulphide lodes are interpreted
to form alteration haloes around the quartz vein lodes. Alteration is typically graphite, quartz,
ankerite, sericite, tourmaline, chlorite, arsenopyrite, and pyrite.
The Chirano and Obotan deposits are both hosted in shear zones cross-cutting granitoids (Chirano –
belt-type granite, Obotan – basin-type granite). The Chirano deposit is situated close to the contact
between Birimian metavolcanics and Tarkwaian metasediments. The Obotan deposit is situated
within the Birimian metasediments, but the granitoid and mineralisation both occur at contacts
between greywacke and carbonaceous phyllite units. The Chirano and Obotan deposits are both
dominated by D2 regional reverse faulting gold, and only contain quartz vein-hosted free-milling gold
lodes.
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Geological characteristics of Ghanaian gold deposits

The greenstone belts of the Bole-Bolgatanga areas contain many of the geological features
discussed above. The gold deposits of southern Burkina Faso should also be considered in any
exploration model, as they are also extensions of the greenstone belts seen in NE Ghana. At this
stage, little is known about the geology and mineralisation of the adjacent Youga gold deposit in the
northern extension of the Nangodi Belt. From the information available (Endeavour Mining, 2011), it
is reported to be hosted in arkosic sediments of Tarkwaian age overlain by older Birimian sediments.
The deposit lies adjacent to the Bole-Bolgatanga Fault shear zone, displays a strong structural
control, strikes NE-SW and is located in a quartz vein stockwork within the altered sediments.
The deposit is characterised by pervasive silicification, quartz veining and sulphides.

Project Area Geology

2.2.1 Bolgatanga Area
The Bolgatanga Project area (Kungongo, Bongo and Ndongo tenements) covers an area of
Paleoproterozoic greenstone belts in the NE of Ghana. The Kungongo and Bongo leases cover part
of the NE extensions of the Bole-Bolgatanga Belt whilst the Ndongo lease straddles the Nangodi
Greenstone Belt (Figure 2-6).
From both a geological and tenement point of view, the project can be broken down in two areas:
1

Nangodi Belt (Ndongo tenement)

2

Bole–Bolgatanga Belt (Bongo and Kungongo tenements)

The Nangodi Greenstone Belt
The Nangodi Greenstone Belt is the southern portion of the greenstone belt that crosses into Burkina
Faso where the Youga gold mine is located (Figure 2-6). Locally, the belt trends NNE-SSW over a
distance of 30 km and turns to a more ENE-WSW trend in the south of the area. The belt is
comprised of Birimian-aged interbedded metavolcanics (mainly basalt flows), metasediments
(phyllites) and occasional cherty horizons. Some small basic to intermediate intrusions occur within
the belt and are associated with gold mineralisation. Metasediments of Tarkwaian age occur
adjacent and beneath the belt. This is recognised as important as the gold mineralisation of the
nearby Youga mine is hosted in sediments of similar age.
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The belt is highly folded with at least two phases of deformation being noted (D1, D2) and as such, is
regarded as a series of refolded folds.
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The main axis (D1) trends NNE-SSW and form a series of tight isoclinal folds with the second fold
axis trending approximately WNW-ESE (Figure 2-7).
Evidence of these two deformation events is clearly seen in several outcropping cherty sediments in
the south of the Ndongo tenements, where they display well-developed pencil cleavages (Figure 2-8)
formed by the intersection of the two cleavage planes and clearly map out as refolded folds on the
western flanks of the Nangodi Fold Belt. This structural complexity is considered highly favourable in
the development of structural traps and pathways for mineralising fluids.
A study by Griffis (2000) of the cherty chemical sediments outcropping in the Nangodi area in which
they occur interbedded with the basaltic flows, and transition with metasediments and volcaniclastic
units. The chemical sediments feature a variety of facies including manganese-rich varieties
(gondites and manganese oxides), chert, carbonates, pyritic carbonaceous cherts, barium-rich
phyllites, carbonaceous phyllites, and tourmalinites. These sedimentary rocks are enriched in gold
with average background values commonly in the range 20-30 Au ppb, which are about 4 to 5 times
those of most of the volcanic, sedimentary and intrusive suites in the area. Virtually all of the gold
deposits in the immediate vicinity of Nangodi occur in shear zones quite close to these transition
zone chemical sediments, and it has been proposed that the gold in the vein deposits are
remobilised from the chemical sediments by hydrothermal fluids of metamorphic origin.
In addition to the Birimian sediments, the belts are flanked by sedimentary basin of Tarkwaian age,
which feature conglomerates, quartzites and cross-bedded sandstones. The coarse clastic
component of the conglomerates consists mainly of phyllite and fine-grained, pink granitoids in a
matrix of dark grey sandstone (greywacke). The contacts of these clastic sequences generally
feature considerable shearing, so that stratigraphic relationships with adjacent units are not very
clear.

Figure 2-6:
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Gold mineralisation in the belt appears to be associated with the highly sheared, possibly thrusted
margins of the belts and the contacts between the metasedimentary and volcanic rock units.
The currently producing Shaanxi gold mine occurs on one such contact, as does the historical
Nangodi gold mine which produced over 18,620 oz Au from 23,600 tonnes (Ghana Department of
Mines records 1938). Numerous artisanal workings also occur along this contact. A recent rock chip
sampling program by Cardinal has returned gold grades of up to 4.5 g/t Au from sheared quartz vein
material adjacent to the Shaanxi mine. In addition to the sheared contacts, there is the potential for
a low-grade high-tonnage stockwork-style mineralisation to be associated with the basic to
intermediate intrusive bodies that exist in the belt and on its margins. Soil sampling by Red Back
has shown the larger Pelungu granodiorite-diorite intrusion is anomalous in gold (1.2 g/t Au
anomaly).
The southern part of the project area is covered by younger Volta Basin clastic sediments which are
easily distinguished from the granite-greenstones on the airborne geophysical maps (Amoako, et al.,
2004). Immediately south of the White Volta is the Gambaga escarpment, a very prominent
topographic feature marking the edge of a very thick section (approximately 300 m) of essentially
flat-lying Voltaian sediments. In the project area, the Voltaian sediments are probably relatively thin,
as the magnetic signature of the underlying granite-greenstone complex is visible in the
aeromagnetic imagery.
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Geological map of the Nangodi Greenstone Belt
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Pencil cleavages showing cherty sediments in the western flanks of the
Nangodi Belt indicating the intersection of two cleavage directions (NNW and
ESE)

The gold mineralisation at the Pelungu intrusive including the Zug and Dushe deposits which occur
in narrow steep-dipping veins and are consistent with dextral (right lateral) movement along the
shear zone, causing clockwise rotation and the development of lower pressure zones (“pressure
shadows”) in the SW and N-NE of the granitoid. These are preferred exploration targets; as dilated
zones, they preferentially focus the flow of hydrothermal fluids. It is a classic site for localising gold
mineralisation in both Archean and Paleoproterozoic gold terrains. The +1 Moz Au resource at the
Makabingui Project in eastern Senegal (Bassari Resources, ASX: BSR) provides a local example of
this mineralisation style. Other similar, but smaller, intrusives occur within the belt.
Local hydrothermal alteration (silica-chlorite-sericite-epidote) is often associated with these sheared
contacts and along the intrusive margins (Figure 2-9). The rocks in these shear zones themselves
are often highly altered, deformed and contain minor disseminated sulphides and quartz veins.
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Commonly, the gold mineralisation occurs in the quartz-veined altered wall rock, with the more
massive quartz reefs being barren. The shear zones themselves appear relatively narrow (2 to 5 m
wide), but can be followed along strike for several kilometres, commonly these shears have many
artisanal workings along their length (Figure 2-10).

Figure 2-9:

Sample of highly altered (sericite-chlorite-silica) and sheared wall rock from
artisanal workings on the eastern contact of the Nangodi Belt, adjacent to the
Shaanxi gold mine

Note: Sample grades at 4.5 g/t Au and 4566 ppm As

Figure 2-10: Artisanal workings along a shear zone in the Nangodi Belt adjacent to the
Pelungu Intrusive
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Bole-Bolgatanga Greenstone Belt
The regional Bolgatanga-Bole Fault strikes NE-SW, and separates the Nangodi Belt from the Bole
Greenstone Belt. It crosses into the project area and both the Bongo and Kungongo tenements sit
adjacent to this shear zone (Figure 2-11). The belts within the two tenements appear to be
dominated by metasediments with few, if any, volcanics. These belts also show evidence of
refolding and a high level of structural complexity, as with the Nangodi Belt. Several outcrops were
noted in the Bongo permit within the metasediments, again showing evidence of intersecting
o
foliations (pencil structures) plunging shallowly (20 ) to the SW (Figure 2-12). The belts strike in a
NE-SW orientation and exhibit a more open style of folding compared to the Nangodi Belt.
The principal fold axis (D1) trends NE-SW, and a later (D2) event trends SE-NW. The belt is intruded
by numerous late granitoid complexes of both alkaline and calc alkaline affinities. A large intrusion
of intermediate granodioritic material separates the Nangodi Fold Belt from the Bole Belt.

Figure 2-11: Geological map of the Bole Belt and Bole-Bolgatanga Fault Zone
Evidence of shearing along the faulted contact zone between the granites and the metavolcanics is
found in numerous roadside outcrops along the Bole-Bolgatanga Fault (Figure 2-13). To date, no
significant artisanal workings are noted along this contact which extends for at least 30 km through
Cardinal’s permits Although this is a prospective shear zone and requires further investigation, the
project area largely consists of granite which appear to be relatively unaltered and of limited
prospectivity, although there is evidence of shear zones cross-cutting the granites. There are also
several internal intrusive complexes that provide competency contrasts adjacent to shear zones;
thereby creating suitable depositional sites for gold-mineralising fluids. The Kungongo permit
straddles the contact between the Bole Greenstone Belt and the granodiorite intrusive for some
6 km.
Randgold Resources has identified several prospects along this contact (Randgold 2005). Some
late alkaline intrusives are known to have gold associated with them along their margins.
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Again, it is worth noting that the Bole Belt is regarded as prospective as it displays a level of
structural complexity that would possibly provide structural trap positions for mineralising fluids.

Figure 2-12: Photo A: Plunging fold noses with pencil cleavage at the Bole Belt (Bongo
permits); Photo B: Refolded folds in metasediments (Bole Belt)
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Figure 2-13: Sheared and foliated sediments along the Bole-Bolgatanga Fault contact at the
Bongo tenements
From the work to date it is clear that structure will play an important part in localising gold-bearing
fluids into trap sites such as fault splays and around intrusions. Therefore, mapping of the geological
structures is essential for successful exploration in the region. Given the radiometric and magnetic
contrasts of the main rock types in the area, the use of a detailed airborne geophysical survey over
the area would assist in identifying and mapping out these features at the scale required for prospect
identification.

2.2.2 Subranum Project Area

2.3

The Subranum Project is situated on the extreme eastern margin of the Sefwi-Bibiani greenstone
belt, and covers a portion of the contact between the Birimian metasedimentary volcaniclastic rocks
to the southeast, and metavolcanic and volcaniclastic rocks to the northwest. The metavolcanic and
volcaniclastic rocks along the eastern margin of the Sefwi-Bibiani belt are characterised by the
intrusion of highly magnetic mafic sills, however the lack of distinguishing flow scale features in the
host volcanic rocks, makes sill / host determination difficult in outcrop. The lower southeastern
corner of the project comprises the metasedimentary rocks of the western margin of the Kumasi
basin (Griffis,1998, see Figure 1-5). The Subranum Project area is also known to contain minor
felsic intrusives in the form of dykes and sills intruded into the volcaniclastic pile.
Typically, the rocks of the Subranum Project are tightly isoclinally folded with steep axial planes
parallel with the major NE strike of the greenstone margin. The contact to the Kumasi Basin is
considered to be a major fault contact. Gold is known to be hosted by quartz veins within the
metamorphosed argillaceous and intermediate volcaniclastic sediments of the area. Typically, this
mineralisation is accompanied by chlorite-sericite-carbonate alteration haloes (Griffis, 2006).

Geological models for Au mineralisation
Both the Nangodi and Bole belts are structurally complex, with complex refolded D1 (NNE-SSW) and
D2 folds (WNW-ESE). The main contacts between the granites and greenstones are structurally
controlled and may represent thrust contacts. Regionally known gold mineralisation occurs on or
adjacent to these contacts. Many of the contacts between the metasedimentary and volcanic units
and the late granitoids contain artisanal workings. Many of the workings are hosted within strongly
sheared sediments, granites or volcanics with strong hydrothermal alteration including chlorite,
sericite and silica with minor sulphides (pyrite-arsenopyrite). The shear zones observed in outcrop
and in artisanal workings appear narrow (2 to 5 m wide). The geological review of the tenements
highlighted the need for detailed structural geological mapping of the belt to understand the controls
on gold mineralisation in the area.
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Development of a mineralisation model for the belt prior to detailed exploration being undertaken is
necessary to provide a framework for methodical exploration and targeting. From the review of the
geology and other known deposits in SW Ghana, the most appropriate model for controls on gold
mineralisation in the area is the “source-pathway-trap” (SPT) model (Figure 2-14). The SPT model
has been used successfully and extensively in similar greenstone terranes around the world
(Norseman-Wiluna Belt, Australia and Red Lake, Canada).

Figure 2-14: Diagrammatic section showing principal components of the SPT model
The major components of the SPT model are:
1

Major domain boundary faults (Bole-Bolgatanga Fault), unconformities, basin margins impart
first order control for ascending fluids, especially deep tapping thrusts

2

Net upward fluid flux into antiform and dome structural positions, fold culminations caused by
refolded folds such as occur in the Nangodi Belt

3

Gold trapped by permeability/ rheology contrasts – impermeable seals allow hydrostatic build-up

4

Permissive host rocks – Fe-enriched, brittle host rocks increase fracture-induced permeability
and favour Au precipitation (basic metavolcanics and intrusions of the fold belts)

5

Source possibly at a deep crustal level, as gold is known to occur within the belt and NE Ghana.
This component of the model is fundamental to the regional prospectivity.

At both Bolgatanga and Subranum, there is potential for all five of the major components of the SPT
model to exist within the fold belts, as follows:


Major boundary faults such as the Bole-Bolgatanga Fault



Anticlinal culminations caused by refolded folds



Traps caused by interbedded sediments and volcanics



Permissive Fe-rich host rocks in the basalts and basic intrusives of the fold belts



Known presence of gold mineralisation the area; several producing mines (1+ Moz)

The SPT model allows for three possible levels of fluid focusing, as discussed below and shown in
Figure 2-15.
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1

Fluid focused at the boundary of the middle and upper crust, and this boundary is domical.

2

Focused fluid is released via 1 order breaching faults (domain boundaries, unconformities).

3

Upper crust geometries and 2 / 3 order hanging wall faults trap fluids.

st

nd

rd

Figure 2-15: 3D view of the three foci for fluid flow in the SPT model
Major gold deposits commonly form at the apex of refolded folds (Figure 2-16). Such folds are likely
to be present in the Nangodi and Bole greenstone belts.


Gold deposits often located close to the apex of large domes (Golden Mile, Timmins, Callie,
Telfer, Stawell, Ashanti etc.)



Dome and basin geometries produced by orthogonal deformations provide a good regional
focusing architecture



Accentuated by diapiric emplacement or “buttress effect” – indentor tectonics
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Figure 2-16: Hypothetical plan view of domical structures caused by refolded folds (D 1, D2)
and possible fluid trap sites (yellow shaded)
Structural controls (in terms of fluid pathways) are often as follows:


1 order “long” structure (e.g. Bole-Bolgatanga Fault)



Au controlled by contractional jog along 2



Au hosted in 3 and 4 order oblique to reverse faults



Dilatational zones along structures or around intrusives (e.g. Pelungu Intrusion)



Cross-cutting structures

st

rd

nd

order fault (i.e. splays off major faults)

th

Preferential location of gold mineralisation in pressure shadows around intrusions, dilational jogs
along shears and faults combined with anticlinal traps in permissive (iron- or carbon-rich) host rocks.
Cardinal needs to compile all data sets to identify such pathways and trap positions in the project
area within the Nangodi Fold Belt and along the Bole-Bolgatanga Fault Zone. In any targeting
exercise, the presence of magnetic lows due to magnetite destruction by alteration fluids around
such dilational features should also be considered.
Based on the geological review of the project, the main theoretical exploration target sites are likely
to occur in permissive host rocks at the apex of folds and in dilational zones along structures and
adjacent to intrusions and major regional thrusts and shears. This is especially so in the hanging
wall of thrust structures. Figure 2-17 shows an idealised geological cross-section through the
Nangodi Belt and a geological plan showing the typical structural, fold and lithological relationships
and possible traps that may host economic gold mineralisation in the region.
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Figure 2-17: Schematic plan and section through the Nangodi Belt showing possible
relationship of folds and lithological contacts for Au targets
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To a large degree, successful exploration at the Bolgatanga Project depends on a sound geological
and structural understanding of the area. To achieve this, SRK suggests an integrated targeting
study be undertaken whereby all the main geological, geophysical and structural data sets are
combined and interpreted based on the SPT model to identify possible target zones. These targets
should be ranked in an ‘objective’ prospectivity analysis study or matrix. This includes integration of
satellite imagery, topography data, geological maps, soil geochemistry, airborne geophysics and
historical workings (along with rock chip geochemistry) into a single GIS database, and then careful
interrogation of the database and interpretation of the data based on the above models to identify
and rank targets prior to drilling. The key to driving the prospectivity targeting will be good structural
understanding of the area. SRK recommends implementation of a detailed geophysical survey over
the Bolgatanga region to provide a basis for this. The regional survey (Amoako, et al., 2004) carried
out in1999 is probably too coarse for prospect-level identification
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Previous Exploration
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The following section is taken from Griffis (2006). The Nangodi area has not had extensive artisanal
gold mining when compared to elsewhere in West Africa, such as southern Ghana, Côte d’Ivoire or
southern Burkina Faso.
The discovery of gold in this region occurred in late 1930s when a British businessman was shown
some gold-bearing quartz veins at Nangodi by a local farmer. A small underground operation was
underway by 1934, which attracted the attention of Gold Coast Selection Trust (GCST) who optioned
the property in 1936 and acquired a large prospecting licence area which covered most of the belt.
GCST boosted the underground production, which peaked at about 5,000 ozs/annum in 1936-1937,
but dropped thereafter as a result of lower grades (originally about 1 oz/ton and dropping to about
0.6-0.8 oz/ton in 1937-1939). GCST subsequently dropped the option in 1938, but mining continued
on a very modest scale for a few years.
During the early 1960s Ghanaian Government was trying to stimulate interest and development in
northern Ghana. The Ghana Geological Survey Department carried out limited shallow drilling
around prospects which had been identified by earlier work in the 1930s. Again in the 1970s, some
soil geochemistry and trenching were carried out over a 7 km stretch in the Nangodi area where
most of the known prospects occur.
Driven by activity elsewhere in Ghana and Burkina Faso during the mid-1990s, numerous Canadian
and Australian junior explorers started to explore the north of Ghana, in particular, the discovery of
Youga deposit in Burkina Faso by International Gold Resources (IGR) is significant.
During this same period in the mid-1990s, small-scale miners inundated the area as the traditional
small-scale mining sites in southern Ghana were closed (Tarkwa, Obuasi, Konongo, etc.).
Environmental problems were created when the artisanal miners encroached on forest reserve areas
southwest of Bolgatanga. Eventually, the Small-Scale Mining Division of the Minerals Commission
2
set aside a 72 km area south of Nangodi (Shiega-Datoko) for small-scale mining. A number of
licences were taken out and up to several thousand people were living and working in the general
area between 1996 and 1998.
BHP was the first to conduct a major reconnaissance exploration program in the mid-1990s,
covering most of the Nangodi area. BHP’s work was directed towards developing both gold and
base metal prospects. After an initial regional program which identified promising geochemical and
geophysical anomalies, the project was largely abandoned as a result of BHP’s decision to cease
exploration activity in Ghana. Other groups that acquired prospecting concessions in the mid-1990s
including IGR, who picked up two areas on the margins of the belt; the western area covered a large
area around Navrongo and the eastern area extended to the Bawku area. Cluff Resources held two
concessions on the eastern side of the belt, adjacent to BHP’s Nangodi licence area, and Teberebie
Goldfields acquired a concession from just north of Nangodi to the Burkina Faso border.
Subsequently, Ashanti Goldfields carried out extensive work on the IGR concessions after their takeover of the company, and an Australian junior, Africwest Gold, successfully applied for a
reconnaissance concession in the Nangodi area in late 1996, after the BHP licence had lapsed. The
market downturn in 1997 seriously affected Africwest’s ability to raise additional equity funding and
their licence in the Nangodi area lapsed.
Renewed interest in the area began around 2004, with an increase in the gold price, and as a result
of the development of mines on the Burkina Faso side of the border. Etruscan in 2006 (Etruscan,
2008) carried out soil sampling, rock chip sampling, limited trenching, and reverse circulation (RC)
and rotary air blast (RAB) drilling (139 holes) in the Zupliga, Fulani and Dumorlugu prospects.
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The best drill intercepts were 18 m at 3.35 g/t Au. Randgold also explored the Nangodi-Bole belts
from 2004 to 2009 (Randgold, 2005 and 2009) with soil geochemistry, stream sediment sampling
and rock chip sampling. The company identified eight areas, but left the area when it failed to meet
their economic criteria. Red Back Mining commenced exploration work over the Nangodi Belt and
adjacent areas in 2005 (Red Back, 2005). This included a desktop study of satellite imagery, data
compilation, mapping and rock chip sampling. Red Back came to the conclusion that the area has
the potential to host significant gold mineralisation. Red Back is still active in the area.
Significantly, none of the recent exploration has made use of a detailed airborne geophysical survey
to identify structural-lithological targets to support the ground work. In 1999, the Finnish Government
(Amoaka, et al., 2004) flew a geophysical survey over selected areas of the country for the
Geological Survey of Ghana as part of a World Bank-supported project. This survey included NE
Ghana and the Bolgatanga concessions. However, this survey was done at relatively low resolution
°
– 400 m line spacing and 80 m terrain clearance, with 045 flight lines.
Apart from small-scale artisanal workings, the only active mining is an underground gold operation
run by a Chinese company (Shaanxi Mining Ghana Ltd). This mine is situated along the eastern
contact of the Nangodi Fold Belt, a few kilometres south of the Ndongo tenements. No resource,
reserve or production information is available for the operation (Figure 3-1). The mine is situated
close to or on the old Yale prospects shown on the regional geology maps at the contact between
the metavolcanics and metasediments. Numerous artisanal workings are also being operated by
locals adjacent to the mine (Figure 3-2 )

Figure 3-1:
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Small-scale gold (artisanal) workings adjacent to Shaanxi mine

The Youga gold mine is located some 50 km to the northeast on the same greenstone belt in
Burkina Faso.
This mine is currently in production and operated by Endeavour Mining.
It commenced production in 2008 and has quoted reserves of 4.5 million tonnes (Mt) @ 2.5 g/t Au
(some 362,000 oz), with a resource of 1.56 Moz. This deposit was identified through regional
exploration in the early 2000s. The location of both these mines can be seen in Figure 3-3.
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Location of the Shaanxi and Youga gold mines in relation to Cardinal tenements

The following excerpt has also been paraphrased from Griffis (2006):
The Bibiani area is located just inside the border of the Western Region and about 80 km in a WSW
direction from the centre of Kumasi. As is evident in many early historical and geological reports of
the area, the district of Bibiani was an important, longstanding site of artisanal mining and Junner
(1935) notes that the area was being mined principally by the Apollonians (or Nzemas) who had
migrated from the coast. The area may have been visited by European prospectors in the first, small
‘jungle rush’ of the late 1870s but the first substantive work by Europeans took place in the late
1890s. The early years of production were very modest (100-200 tpd) and yielded production of
about 20-30,000 oz/yr; recovered grades were about 0.7 oz/short ton in 1904- 1906 but this dropped
to less than 0.5 oz/ton later in the decade. The first mine closed down at the outbreak of war in
1914, after producing around 210,000 oz over about a 10-year period.
In the early 1920s, retreatment of old tailings was attempted. By the 1930’s old shafts were
deepened and new equipment installed and the mine was producing about 40,000 oz/yr
(at peak mining production of about 400 tpd). Throughout the 1940s and 1950s, gold production was
mainly in the range of 70-80,000 oz/yr from a mining rate of up to about 1000 tpd but recovered
grades had dropped to just over 0.2 oz/ton.
The Bibiani mine was one of the mines purchased by the Government in the early 1960s.
Production rates were maintained for a few years but the declining grades at depth resulted in much
reduced gold production. By the mid-1960s gold production was less than 50,000 oz/yr and the
mine was eventually closed later in the decade. Up to this point, the mine had produced almost
2.22 Moz of gold (Chamber of Mines statistics). The average recovered grade was just over 8 g/t.
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In the early 1990s, an American company, International Gold Resources (IGR), assessed the
open-pit potential of the Bibiani concession. Their early work (1994-5) at Bibiani consisted mainly of
limited trenching and an extensive diamond and RC drill program, which revealed substantial widths
of lower grade mineralisation on the margins of the mined-out areas and along strike of the known
vein systems. This attracted the attention of Ashanti Goldfields who were in an aggressive
acquisition mode and by 1996 they had taken over IGR, mainly because of their substantial interest
in the Bibiani project.
Exploration conducted over the Subranum Project by various owners since grant of the tenement
comprises an aeromagnetic survey and a soil sampling program, followed by a campaign of across
strike trenching and RAB drilling and subsequent RC drilling. Soil sampling identified a strike parallel
(NE trending) anomaly that coincided with the contact between Birimian metavolcanic rocks and
metasedimentary volcaniclastic rocks (Figure 3-4). The results of drilling and trenching have
identified a number of thin, moderately east dipping mineralised structures with grades generally less
than 10 ppm and thicknesses ranging from 1 to ~5 m (Figure 3-5). Table 3-1 presents significant
intercepts from RC drilling at a lower cut-off of 0.5 ppm.
Table 3-1:

Significant intercepts from RC drilling: Subranum Project

Hole_ID

From

To

Interval

Ave. Au
ppm

SKRC001

19

22

3

1.1

SKRC002

59

60

1

2.6

SKRC002

68

73

5

0.99

SKRC003

42

44

2

0.58

SKRC007

0

2

2

1.9

SKRC007

6

11

5

1.04

SKRC008

30

31

1

35.9

SKRC008

47

48

1

0.85

SKRC008

63

66

3

2.06

SKRC010

12

15

3

1.9

SKRC010

27

28

1

1.73

SKRC010

34

35

1

1.5

SKRC011

65

70

5

2.5

SKRC012

19

20

1

7.68

SKRC012

45

47

2

1.69

SKRC016

79

81

2

0.69

SKRC017

1

3

2

2.03

SKRC017

15

16

1

10.4

SKRC017

29

34

5

6.2

SKRC018

64

68

4

1.39

SKRC020

2

5

3

1.19

SKRC021

46

48

2

1.18

SKRC022

66

69

3

1.14

SKRC022

74

76

2

0.69

SKSRC027

128

129

1

1.66

SKSRC029

118

119

1

0.5
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Soil anomalies and significant RC intercepts - Subranum Project
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Subranum Project typical cross-section
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Bolgatanga Project – Site Investigation
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Mr Peter Gleeson, Principal Geologist (SRK), visited the Bolgatanga Project area in NE Ghana for a
period of four days in early December 2011. Mr Gleeson was accompanied by Mr Paul Abbott,
Cardinal’s Exploration Manager. This section provides a brief description of the site observations.

4.1

During the course of the visit, Mr Gleeson and Mr Abbott visited the Ndongo, Bongo and Kungongo
concessions. The purpose of the visit was to independently verify the geology and prospectivity of
the leases. The site visit consisted of a day reviewing data at the exploration office in Bolgatanga,
followed by three days in the field at each of the concessions reviewing geological outcrop, artisanal
workings and historical workings, to establish an understanding of the mineralisation styles and
potential prospectivity of the overall area. No site visit has been made to the Subranum or DRC
projects, due to their late-stage introduction to the Independent Geologists’ Study.

General geography and climate
The Nangodi Belt covered by the Ndongo tenements is a northern extension of the Bole Belt and
extends into Burkina Faso and Niger. All of NE Ghana has a semi-arid climate with seasonal rains
of less than 1,000 mm per annum. Most of the rain falls in a distinct wet season between July to
September. In February, it is very dusty due to the onset of the Harmattan wind blowing in from the
Sahara in a southerly direction. The area is covered by wooded savannah and some grasslands
(Figure 4-1). Much of the area is comprised of low rolling hills with occasional tors formed by the
weathering of granite outcrop. The general elevation is around 400 m amsl, with the highest hills
reaching 600 m. The areas are generally well populated with numerous small villages every few
kilometres. In general, the abundance of roads and local tracks along with the general savannahlike nature of the terrain facilitates easy access to all parts of the concessions.

Figure 4-1:
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View of the terrain in the Ndongo Project area showing low rolling hills and
open savannah
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The area is serviced by sealed roads from the regional administrative centre of Tamale (population
360,0000) and going through to the Burkina Faso border. Tamale is serviced by a twice-daily air
service from the capital, Accra (1 hour). Tamale is located some 150 km south of Bolgatanga and
800 km north of Accra. Access to the NE from Accra is by sealed roads in varying levels of repair;
this journey can take approximately 15 hours. The township of Bolgatanga (population 72,000) lies
at the centre of the Ndongo and Bongo tenements and some 35 km NW of the Kungongo
concessions. Bolgatanga is a busy commercial centre.
Recently, the electric power line was upgraded with a new 225 KV servicing the Bolgatanga region
which was financed by the EU and World Bank.
The availability of power, good road network, general communications and location with regard to a
large regional centre make it an ideal region for exploration and possible future mining operations.

Ndongo tenements – Nangodi Belt
The site visit to the Ndongo concessions focused mainly on the Nangodi Fold Belt and the known
historic, current and artisanal mine workings along the eastern and western flanks of the fold belt.
The sites visited are shown in Figure 4-2.

Figure 4-2:
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Ndongo tenement site visit showing locations of prospects and mines overlaid
on government geology map
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4.2.1 Shaanxi mine and artisanal workings
The Shaanxi gold mine and associated artisanal workings are located on the eastern side of the
Nangodi Fold Belt along the sheared contact between the metasediments and the metavolcanics
(Figure 4-2). Shaanxi is developing small-scale underground workings on a small concession
purchased from local artisanal miners. The mining development is following narrow high-grade veins
along a sheared lithological contact. There is no reliable information on the geology, resource or
mine production from this mine, but two small headframes and a processing facility have been built.
The mine and associated artisanal workings are shown in Figure 4-3.

Figure 4-3:

View of headframe at the Shaanxi gold mine and adjacent artisanal workings

The gold mineralisation at the artisanal workings was reviewed from spoil and examples of
gold-bearing material from the mine shown by the artisanal miners. The mineralisation is
associated with a shear zone that closely follows the contact between the metasediments and
metavolcanics. According to artisanal miners, the shear is some 2 to 3 m wide, strikes NNE-SSW
and contains laminated quartz veins some 10 to 20 cm wide (Figure 4-4). The quartz veins show
occasional coarse and finely disseminated sulphides (including pyrite and arsenopyrite). The
sheared host wall rocks are highly altered and display a sericite-chlorite-silica assemblage with
minor sulphides (Figure 4-5 ). According to the local miners, most of the gold occurs in the altered
wall rock, with only minor gold being present in the large laminated quartz veins. Grab samples from
the artisanal workings recorded gold grades of 4.5 g/t Au.

Figure 4-4:
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Examples of laminated quartz vein material from artisanal workings adjacent to
the Shaanxi mine
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Artisanal workings are found along a structural contact with over 17 km of strike length. This same
contact also hosts the Strong Reef to the north and Yale Reef to the south.

Figure 4-5:

Examples of highly sheared and altered wall rock material and laminated quartz
veins with sulphides from artisanal workings

The rocks in the Nangodi Project area show evidence of shearing as they have a well-developed
foliation and quartz veining, suggesting the rocks in this area may be part of a major shear zone or
multiple shear zones. Shearing in this area could correlate to a similar regional structure along the
western and eastern margins of the Pelungu Intrusive (Section 4.2.2).

4.2.2 Pelungu Intrusion – Zug, Blasted Oak and Dushie reefs
The second area visited was to the north of the Shaanxi mine and around the Pelungu granodioritic
intrusion where a number of artisanal workings have been developed along the margins of this
intrusion. Many of the old workings are dug within the phyllites which are strongly deformed and
sheared. This area shows the historic workings of the Zug, Blasted Oak and Dushie reefs that are
shown on the government maps (Figure 4-2). The metasediments (phyllites) adjacent to the
Pelungu Intrusion contain numerous and extensive old workings (Figure 4-6 and Figure 4-7) that
follow the shear zones along strike over hundreds of metres in a NNE direction. Many of the
workings are dug within highly altered and sheared sedimentary rocks which have conjugate quartz
veining. The shear zones appear to dip steeply to the NW. In places, the contact between the
hanging wall and sediments is clearly evident. These shear zones can be between 3 and 6 m wide.

Figure 4-6:

GLEE/GREE/COBB/LORD/wulr

Photo A:
Historic artisanal working adjacent to the Pelungu Intrusion;
Photo B: Conjugate quartz veins in highly sheared metasediments
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Commonly, the major shear zones can be traced across country from the metasediments and into
the granodiorite where they become less obvious, but are still apparent as a distinct foliation.
SRK noted at least six locations of current small-scale artisanal workings on the granodiorite
intrusive itself. There is visible free gold in some of the quartz samples taken from the workings.
In this area, the intrusive is highly differentiated with at least three phases being noted in the field.
Within the intrusion, the gold mineralisation appears to be associated with quartz veins that have no
obvious orientation (unlike the shear zones in the metasediments). This may have resulted from the
difference in competency between the two lithologies, and the intrusives behaving in a less ductile
fashion to form a coarse stockwork array of veins. The intersection of the shear structures and the
intermediate intrusives could have the potential to form low-grade stockwork-type mineralisation.
The position of this mineralisation reflects pressure shadows on the margins of the intrusion, which is
a favourable positions for the accumulation of mineralising fluids.

Figure 4-7:

Small-scale artisanal workings currently in production along the west side of
the Pelungu Intrusion

4.2.3 Pencil Hill – Western margins of the Nangodi Belt
The site visit included a traverse along the western contact of the Nangodi Belt between the granites
and the metavolcanics; numerous outcrops of the basalt with steep dips to the east, were noted.
Many of the outcrops displayed pillow textures (Figure 4-8), indicating a sub-aqueous environment of
deposition and providing way-up information. More significantly from a mineralisation perspective,
was the presence of several outcrops showing strong shearing, alteration and quartz veining along
the contact (Figure 4-8). Many of these shear zones contained thin conjugate quartz vein sets.
Several small prospect locations of historic working are noted along the contact, such as the
Antelope and Yaumdaga reefs. These zones of shearing can be noted along the contact for a strike
length of over 20 km.
There are several prominent ridges of cherty sediments, at least 2 km long, which strike NNE-SSW,
just to the east of the village of Tongo and close to the western margins of the Nangodi Belt.
This location has been named Pencil Hill due to the development of a distinct pencil cleavage seen
in the sediments at the location (Figure 4-9).
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Such pencil cleavages form at the intersection of two or more dominant foliations or cleavages.
The intersections of the two planes plunge steeply to the east. The structures are developed in an
outcrop of stratified crypto-crystalline quartz that is some 20 m thick, and occurs between basalt
flows that themselves are strongly silicified, but identifiable from pillow structures.
The structures themselves are boudinaged. From initial mapping of the trace of the horizon (this unit
makes an excellent marker horizon), it appears that the sediments are forming refolded folds, and
that the pencil structures form at the axis of the folds and plunge with the fold axis. At this location
the D1 folding axes strike NNE and form the western flank of the Nangodi Belt which has been
refolded by the D2 along its ESE-WNW trend (Figure 4-10). In outcrop, these sediments are clearly
seen to form a large steeply-plunging (D2) fold structure on the flanks of the D1 anticline–syncline
(refolded fold) that dips steeply to the east.

Figure 4-8:

Photo A: Pillow basalts along western margins of the fold belt; Photo B: Highly
deformed and sheared metasediments along the contact between the
metavolcanics and granites

These cherty sediments have previously been described in Griffis, 2000 and by Melcher & Stumpfl,
1994. They are described as cherty chemical sediments that occur in the transition zone between
the sediment and volcanic units and include a variety of facies including manganese-rich varieties,
chert, carbonates, pyritic carbonaceous cherts, barium rich phyllites, carbonaceous phyllites and
tourmalinites. These sediments are reported to be enriched in gold values 4 to 5 times higher than
normal background for the area. It has been proposed that the gold in the vein deposits (possibly
hydrothermal in origin) has been re-mobilised from the chemical sediments by metamorphism. Only
the cherty siliceous sediments were noted in the Pencil Hill area.
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Photo A: Strong pencil cleavage developed on western margin of the Nangodi
Belt; Photo B: Cherty chemical sediments outcropping on the western flank of
the Nangodi Fold Belt

Figure 4-10: Diagrammatic model of the refolded folds at Pencil Hill
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Bongo tenements – Bole Belt
The site visit included a day spent traversing the Bongo tenements to the west of Bolgatanga and
inspecting the contact between the Bole greenstones and the granites (Figure 4-11). No major
mineral occurrences are recorded in this belt or adjacent granites. Griffis (2002) reported a number
of minor artisanal workings along the Bole-Bolgatanga Fault, though none could be found for
inspection during the site visit.
Some of the greenstone belts recognised in Burkina Faso are also found in the NW corner of the
Bongo tenements; however, due to time constraints, it was not possible to see these in the field.
Several outcrops of Birimian metavolcanics were seen in Cardinal’s tenements. These rocks were
structurally complex with refolded folds close to the Bole-Bolgatanga Fault and had a similar
structural character to that observed within the Ndongo concession. In this area, metasediments
were clearly folded and showed pencil structures plunging shallowly (25°) to the SW (Figure 4-12).
In addition, it could be seen from bedding in the sediments that the beds had been refolded during a
D2 event.
The implication of this structural information is that the presence of anticlinal culminations is possibly
due to the interference folding forming traps. Again, it appears that the Bole greenstones display
similar structural complexities to that seen at Nangodi. However, the dips of the beds and general
plunges of fold noses seem to be less steep and tight than in the Nangodi Belt, indicating a more
open style of folding.
Most of the Bongo and Kungongo concessions are intruded by granite and intermediate intrusions.
The basin-type intrusives are the most common and are exposed as large batholitic bodies along the
margins of the Bole greenstones. Other smaller stocks and intrusives occur throughout the region.
These can vary in composition from intermediate to more basic diorite. Several highly porphyritic
bodies have been identified, suggesting high levels of intrusion emplacement (Figure 4-13).
Some of the granites have a strong foliation parallel to the general NE-SW strike of the greenstone
belts and may have been emplaced along the axis of major fold structures. Figure 4-13 shows an
example of the strong foliation that can be locally imparted on the granites.
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Figure 4-11: Field sites visited in the Bongo and Kungongo tenements of the Bole Belt and
surrounding granites
Whilst the granites themselves are not considered highly prospective, the late-stage intrusions may
be prospective, especially around their margins or where shear zones cross-cut them. The contacts
between the granites and greenstones are considered prospective as they may form major fluid
pathways and are often sheared. Numerous small outcrops were noted along the contact between
the Bole-Bolgatanga structure and the adjoining granites and greenstones. Figure 4-14 shows a
typical exposure of highly sheared and quartz veined sediments seen at Site 4 (Figure 4-11).
In summary, based on the evidence from the field visit, it is clear that both the Nangodi and Bole
greenstone belts are prospective for gold mineralisation. Both areas show similar levels of structural
complexity and have evidence of mineralisation based on the presence of artisanal workings, with
Nangodi being more prospective and having the right lithological, structural and age relationships to
host significant economic gold mineralisation. Based on the field evidence, initial focus should be on
the Nangodi Belt. However, the Bole Belt project area should be regarded as having a high
potential, especially along the Bole-Bolgatanga Fault Zone.
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Figure 4-12: Photo A: Shallowly-dipping fold noses with pencil structures in metasediments
in the Bongo lease; Photo B: Refolded sediments in the Bongo lease
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Figure 4-13: Photo A: Strongly foliated granite from the Bongo lease; Photo B: Porphyritic
intrusion seen at the Bongo lease

Figure 4-14: Sheared and veined metasediment along the Bole greenstone-granite contact
close to the Bole-Bolgatanga Fault
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Exploration Budget
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The following key aspects of the exploration plan and budget for this project are given below:
1

Airborne geophysical survey to include magnetics and radiometrics of the Bolgatanga-Bole belts;
some 66,000 line kilometres.

2

Soil geochemistry of selected areas of the Nangodi and Bole belts (some 10,000 assays and
some 20,000 m of shallow rotary drilling).

3

RC and diamond drilling of selected target areas (10,000 m of drilling).

4

Structural mapping of the concessions.

5

Rock chip analysis.

6

Integrated geological targeting study for Bolgatanga-Bole belts.

The exploration budget expenditure for the Bolgatanga Project for the next two years is
AUD4,956,000. SRK believes this is sufficient to achieve all the exploration objectives. The detailed
breakdown for the exploration budget over the next two years is given in Table 4-1.
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Table 4-1:

Ridge Resources Ltd - Use of Funds
Period

Yr 1 ($)

Yr 2 ($)

Total ($)

Ghana Operating Costs
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Bolgatanga Licences
Aerial Survey

750,000

-

750,000

Geochem Soil Program

280,000

120,000

400,000

Drilling Consumables

246,500

99,500

346,000

Assaying and Sample Prep

376,500

158,000

534,500

Mincom Licence Fees

45,000

-

45,000

Tenement Management

30,000

10,000

40,000

1,728,000

387,500

2,115,500

Newmont Progress Payment

50,000

50,000

100,000

Drilling Consumables

20,000

10,000

30,000

Assaying

68,000

136,000

204,000

500,000

250,000

750,000

Resource Definition

25,000

50,000

75,000

Mincom Licence Fees

15,000

30,000

45,000

Tenement Management

10,000

10,000

20,000

Total Subranum Licences

688,000

536,000

1,224,000

Ghana Direct Country Costs

904,800

712,200

1,617,000

Total Ghana Operating Costs

3,320,800

1,635,700

4,956,500

295,000

245,000

540,000

(3,615,800)

(1,880,700)

(5,496,500)

Total Bolgatanga Licences
Subranum Licences

RC / Diamond Drill Program

Administration Overheads
Operating Loss
Source of Funds

AUD

Pro-forma Cash on Hand

2,177,000

Capital Raised under this Offer

5,014,000

Total Funds Available

7,191,000

Allocation of Funds

AUD

Exploration expenses

4,956,500

Administration and corporate overheads

540,000

Expenses of the offer

450,700

Working capital

1,243,800

Total Funds Applied

7,191,000

Expenses of the Offer
Brokerage fees

250,700

Management fees

50,000

Legal Fees – Australia

25,000

Legal Fees – Ghana

25,000

Independent Accountant’s Report

15,000

Independent Geologist’s Report

85,000

Total Expenses of the Offer
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5

Additional Project Investment Opportunities

5.1

Kilo-Moto Project, Democratic Republic of Congo
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5.1.1 Project Brief
Ridge Resources Ltd are currently partner to a memorandum of agreement to acquire a 60% interest
in two Mining Exploitation licences for gold, currently held by Société Miniere de Kilo-Moto; a
state-owned resources company based in the Democratic Republic of Congo (DRC). These two
licences; #5051 and #5053, are located over the Kilo-Moto greenstone belt in the far north eastern
portion of DRC (Figure 5-1). No site visit has been made to this area, and this review is based on a
desktop study only.
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The Kilo-Moto Greenstone Belt (KMGB) is a Neo-Archaean suite of complexly interlayered volcanosedimentary rocks comprising basalts, dolerites dykes and sills, intermediate to felsic volcanic rocks,
and fine grained sedimentary rocks. This sequence has been metamorphosed to greenschist facies
(Abbott, 2012).
Gold has been produced from a combination of small scale artisanal and modern mechanised
methods from the Kilo-Moto region since its initial discovery in 1905 (Fahey, 2008) and the area
remains prospective for the discovery of major gold deposits. The KMGB is known to host several
large gold deposits, including the Kibali Gold Project, owned by Randgold Resources and AngloGold
Ashanti, which is host to a resource of ~20 Moz Au (Randgold, 2010) and the Giro Gold Project
which has been subject to more than 60 years of artisanal historic working, and is known to host gold
in quartz veins with grades in excess of 50 g/t Au (Erongo, 2012). The two Mining Exploitation
licenses under consideration for investment by Cardinal are directly adjacent to both the Kibali and
Giro Gold projects. The greenstone package of rocks that hosts both the Kibali and Giro Gold
projects extends into the two licences in question.
As mentioned previously, SRK has not conducted a site visit to the DRC licences, and no tenement
schedule is currently available for the licenses under consideration.
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Conclusions and Recommendations

6.1

Conclusions – General Overview
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6

6.2

The Bolgatanga Project is at a very early stage of exploration; the projects held by Cardinal offer
broad scope and potential for gold mineralisation. The project area is considered to be underexplored with respect to gold.
It has a geological setting similar to that of other mineralised Paleoproterozoic greenstone-granite
terrains in Ghana; suggesting a similar level of prospectivity for these belts. Adjacent Tarkwaian
sediments should also be regarded as prospective. There is a long history of small-scale gold
mining and artisanal workings being carried out in the region, in addition to more recent discoveries
such as Endeavour Mining’s recently discovered 1.56 Moz Youga deposit.
Only a limited amount of modern exploration has been undertaken in the area. It is SRK’s opinion
that with a systematic exploration program, there is a good probability for economic-sized gold
mineralisation for underground or open pit extraction to exist. From a review of the data and field
studies, it is clear that the region contains significant gold mineralisation. The main targets for gold
mineralisation at the Bolgatanga Project area are shear and structurally-hosted gold deposits within
the greenstone terrains.
The two main areas of focus should be the Nangodi and Bole greenstone belts. SRK recommends
the acquisition of additional ground, if possible, to broaden the exploration appeal and potential of
the project. It is understood that Cardinal is currently active in acquiring new ground over the belts.
Cardinal has started a rigorous approach to gold exploration at all three Bolgatanga Project areas.
Cardinal has demonstrated a good understanding of the main styles of gold mineralisation in which it
has been working. The exploration programs outlined in this report are considered sound, and
appropriate for the styles of mineralisation for which they have been designed.

Recommendations

6.2.1 Ghana
The Nangodi and Bole greenstone belts are a few examples of many Birimian-aged belts that trend
NE-SW across northern Ghana and into Burkina Faso. These belts have a history of gold
exploration and production from artisanal workings to modern open pit gold production on the
Burkina Faso side of the border. However, due to the remote location, exploration to date has been
minimal, and this area is relatively under-explored and there is, in SRK’s opinion, potential to find
significant near-surface and underground gold mineralisation.
This section of the report covers the recommendations and findings that are designed to facilitate
Ridge’s purchase of Cardinal shares, help with Cardinal’s near-term exploration objectives, and
prepare for a staged exploration program and budgets.
SRK’s recommendations and observations resulting from the Bolgatanga site visit and data review
are as follows:


Tenements: Currently, the Cardinal tenements cover portions of both the Nangodi and Bole
greenstone belts, which are considered the most highly prospective greenstone belts in the area.



Nangodi Belt: This area of greenstone belt is considered the most prospective due to its extent,
and the fact it appears structurally complex. Exploration in this area should be prioritised.
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Geophysics: The regional geophysical survey carried out by the Finland Government and
World Bank on behalf of the Ghanaian Geological Survey is probably too coarse for use in
detailed exploration at the scale required for locating gold prospects. SRK recommends that a
more detailed survey (possibly 100 or 50 m flight lines) be flown normal to the main structural
trends over the entire belt and project area. This coverage should include both radiometric and
magnetic methods. The coverage should not be limited to Cardinal’s current tenements, but
include much of the areas surrounding the current leases in case of future acquisition.



Soil geochemistry: The soil geochemical program currently underway at Bolgatanga is
geologically sound. However, SRK recommends that once a detailed integrated geological
study is carried out on the project area (with the aid of detailed airborne geophysics), the
integrated study may show areas to better focus the geochemical sampling budget in a more
selective fashion.



Structure/ Geology: The Nangodi and Bole belts appear relatively structurally complex with a
series of refolded folds. The main contacts on the belt appear to be structurally controlled and
sheared (they may possibly be thrust contacts). All known gold mineralisation (to date) occurs
along or close to these contacts. The geological review of the tenements highlights the
importance and need for a detailed structural geological review and study (mapping) of the belt
to understand the structural and geological environments that control gold mineralisation in the
area, and may provide preliminary target areas for follow-up soil geochemistry and/ or
exploratory drilling.



Controls on mineralisation: Based on field evidence and its knowledge of the Ghanaian
goldfields and other similar greenstone belts, SRK suggests that an SPT model for gold
mineralisation be adopted. This requires a mineralisation model for the belt to be developed to
provide a framework for methodical exploration, prior to detailed exploration being undertaken.
The SPT model has been used extensively in similar greenstone terranes around the world.
This will help define areas for the possible preferential location of gold mineralisation in shadow
zones around intrusions, dilational jogs along shears and faults combined with anticlinal traps in
permissive (Fe-rich) host rocks. Cardinal should compile all data sets to identify the pathways
and trap positions in the project area.



Integrated structural and geological study: SRK recommends that an integrated targeting
study, whereby all the main geochemical, geological, geophysical and structural data sets are
combined and interpreted based on the SPT model, be undertaken to identify possible target
zones. These should be ranked in an ‘objective’ prospectivity analysis study or matrix.
This includes integration of historical data, satellite imagery, topography data, geological maps,
soil geochemistry, airborne geophysics and historical workings, along with rock chip
geochemistry. This will require the establishment of a database, interpretation, and interrogation
of the data using a computerised 2D GIS system (e.g. MapInfo or ARC GIS) with a series of
layers for each aspect of the study. This approach is commonly used throughout Canada,
Australia and Africa.



Geological database: Cardinal has started to compile a digital geological database system to
store and record all geological information. This includes assay data, drill data, drill logs, maps
etc. After the tenements themselves, data are a company’s most important asset, and require
secure and efficient storage.
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Five stages of exploration: To help guide Ridge in its exploration program, SRK has outlined
the five main stages of an exploration program. The number of opportunities that progress to
the next stage decrease with each progressive move through the stages. Cardinal is currently
between Stage I and Stage II.
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 Stage I:

Area selection – deciding where to explore. The exploration team
conducts a desktop study of geological, geochemical and geophysical data to find areas that
have potential to contain gold mineralisation. Issues relating to political risks, historical gold
productions etc. are identified at this stage. Cardinal has passed through this first stage and
should be commencing Stage II. This stage takes place over an initial 6-month period.

 Stage II:

Target identification – determining whether and where a deposit may exist.
Geological mapping, chip sampling, geophysics, geochemistry, satellite imagery etc. are all
integrated and interpreted for a targeting study to select smaller areas for further work. This
is integrated with the concept of a mineralisation model (in this case, the SPT model). The
time frame for Stage II is 4 to 6 months.

 Stage III:

Target testing – assessing the nature of the mineralisation. The geological
team performs the first sub-surface testing of the targets identified in Stage II. This may be
via RC or diamond drilling, trenching or even soil sampling. The time frame for Stage III is 1
to 2 years after commencement of the project.

 Stage IV:

Resource delineation – determining deposit size, grade and metallurgy.
If results from initial drilling are encouraging, additional drilling to estimate the extent of
mineralisation takes place. This may result in a JORC-compliant Resource. The time frame
for Stage IV is some 2 to 3 years from commencement of the project.

 Stage V:

Resource evaluation – judging the economic worth of a deposit. The team
carries out scoping studies and possibly a pre-feasibility study to decide whether a resource
will be economic to develop. This stage includes metallurgical, engineering, environmental
studies and economic analysis. If the outcome is positive, the project is handed over to
operation and mining teams. The time frame for Stage V is 4 to 5 years from
commencement of the project.

At this stage no recommendations have been made for the Subranum Project area, but in general
any work should follow the five stages of exploration outlined for Bolgatanga.

6.2.2 Democratic Republic of Congo
The two licences under consideration for investment in the DRC should be subject to a thorough
process of due diligence in order to more suitably determine their investment and exploration
potential. Again, it is generally recommended that the five stages of exploration outlined above
should be followed.
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Prepared by

Peter Gleeson
Principal Consultant (Geology)

Reviewed by

Matthew Greentree
Project Reviewer

All data used as source material plus the text, tables, figures, and attachments of this document
have been reviewed and prepared in accordance with generally accepted professional engineering
and environmental practices.

GLEE/GREE/COBB/LORD/wulr

CAD001_IGR_Bolgatanga_Gold_Rev4

20 September 2012

SRK Consulting

7

Page 56

References

For personal use only

1988. The Geology of Gold Deposits: The Perspective, Monograph 6, Economic Geology.
Abbott, P. 2012. Assessment of Properties in the Democratic Republic of Congo. Report prepared
for Ridge Resources Ltd Ltd.
Abbott & Koimtsidis, 2010. A review of three permits in the Bolgatanga area, Upper East region,
Ghana, report prepared for Renaissance Resources Ltd.
Allibone, A H, Hayden, P, Cameron, G and Duku, F, 2004. Paleoproterozoic gold deposits hosted
by albite and carbonatite altered tonalite in the Chirano district, Ghana, West Africa, Economic
Geology, 99: 479–497.
Allibone, A H, McCuaig, T C, Harris, D, Etheridge, M, Munroe, S, Byrne, D, Amanor, J, and
Gyapong, W, 2002a. Structural controls on gold mineralisation at the Ashanti Deposit, Obuasi,
Ghana, Society of Economic Geologists, Special Publication 9: 65–93.
Allibone, A H, Teasdale, J, Cameron, G, Etheridge, M, Uttley, P, Soboh, A, Appiah-Kubi, J, Adanu,
A, Arthur, R, Mamphey, J, Odoom, B, Zuta, J, Tsikata, A, Pataye, F and Famiyeh, S, 2002b.
Timing and structural controls on gold mineralisation at the Bogoso gold mine, Ghana, West
Africa, Economic Geology, 97: 949–969.
Amoako, P, Amedofu, S, Akamalu, T, 2004. Processing and interpretation of airborne geophysical
data, Airborne Survey of Ghana, 1999-2000, Geological Survey of Ghana.
Cardinal Resource Ltd, 2011. Information Memorandum for capital raising, Bolgatanga Gold Project,
NE Ghana, September 2011.
Endeavour Mining, 2011. Analysts Tour Presentation: Youga Mine, Burkina Faso, November 2011.
Erongo Energy, 2012. Australian Securities Exchange Press Release, 08 May 2012.
Etruscan Mining, 2008. Terminal report on the Nangodi Prospecting Licence, May 2008.
Fahey, D. 2008. Le Fleuve D’Or: The Production and Trade of Gold from Mongbwalu, DRC.
L’Afriques des Grands Lacs. Annuaire 2007-2008: 357-384.
Griffis, R, 1998. Explanatory Notes – Geological Interpretation of Geophysical Data from
Southwestern Ghana. Minerals Commission, Accra. 51p.Griffis, R and Agezo, F, 2000. Mineral
Occurrences and Exploration Potential of Northern Ghana.
Griffis, R, et al., 2006. Minerals Commission of Ghana, Gold Deposits of Ghana.
Hirdes, W, and Leube, A, 1989. On gold mineralisation of the Proterozoic Birimian Supergroup in
Ghana/ West Africa, Ghanaian-German Mineral Prospecting Project, Technical Cooperation
Project No. 80, 2046.6, 179 p.
Hronsky, T, 2011. Assessment of Ghana Project, prepared for Cardinal Resources Pty Ltd.
Junner, N R, 1932. The geology of the Obuasi goldfield, Gold Coast Geological Survey Memoir 2,
Accra, 66 p.
Junner, N R, 1935. Gold in the Gold Coast, Gold Coast Geological Survey Memoir 4, Accra, 67 p.
Kinross Gold Corporation, 2011. Annual Report 2011.
Leube, A, Hirdes, W, Mauer, R, and Keese, G O, 1990. The early Proterozoic Birimian Supergroup
of Ghana and some aspects of its associated gold mineralisation, Precambrian Research,
46: 139–165.
GLEE/GREE/COBB/LORD/wulr

CAD001_IGR_Bolgatanga_Gold_Rev4

20 September 2012

SRK Consulting

Page 57

Melcher & Stumpfl, 1994. Paleo-Proterozoic Exhalite Formation in Northern Ghana:
epigenetic gold-quartz vein mineralisation, Geol Jb, D100: 201–246.

Source of

For personal use only

Noble Mineral Resources, 2012. Australian Securities Exchange Press release, 30 March, 2012.
Oberthür, T, Vetter, U, Davis, D W and Amanor, J A, 1998. Age constraints on gold mineralisation
and Paleoproterozoic crustal evolution in the Ashanti Belt of southern Ghana, Precambrian
Research, 89: 129–143.
Randgold Resource, 2009. Quarterly Exploration Report - September 2009.
Randgold Resources, 2005. Nangodi West Reconnaissance Licence Application.
Randgold Resources, 2009. Final Exploration Report: Zamsa Prospecting Licence.
Randgold Resources, 2010. Technical Report, NI43-101: Kibali Gold Project, Democratic Republic of
Congo.
Redback Mining, 2005. Terminal report on the Bolgatanga Reconnaissance Licence.

GLEE/GREE/COBB/LORD/wulr

CAD001_IGR_Bolgatanga_Gold_Rev4

20 September 2012

SRK Consulting

Distribution Record

SRK Report Client Distribution Record
Project Number: CAD001

For personal use only

Date Issued: 20 September 2012
Name/ Title

Company

Archie Komitsidis

Cardinal Resources Ltd

Sarah Shipway

Cardinal Resources Ltd

Marcus Michael

Cardinal Resources Ltd

Rev No.

Date

Revised By

Revision Details

0

16 July 2012

Matthew Cobb

Draft Report

1

10 August 2012

Peter Gleeson

Final Report

2

15 August 2012

Peter Gleeson

Final Report reissued

3

6 September 2012

Matthew Cobb

Final Report reissued

4

20 September 2012

Deborah Lord

Final Report issued

This Report is protected by copyright vested in SRK Consulting (Australasia) Pty Ltd. It may not be
reproduced or transmitted in any form or by any means whatsoever to any person without the written
permission of the copyright holder, SRK.

GLEE/GREE/COBB/LORD/wulr

CAD001_IGR_Bolgatanga_Gold_Rev4

20 September 2012

For personal use only

SCHEDULE 8 – SOLICITOR’S REPORT ON GHANAIAN TENEMENTS
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Cardinal Mining Services was also duly incorporated on 22 March 2012 under the laws of Ghana as
a limited liability company and is 100% owned by Cardinal Ghana.

We have acted on the instructions of Ridge and have been requested to provide a solicitor’s report
on the corporate status of Cardinal Ghana, Cardinal Subranum and Cardinal Mining Services (the
"Companies") and the status of relevant mineral rights held by them or proposed to be acquired.
We have also been requested to provide a brief overview of Ghana’s mining legal framework and
the risk factors specific to mining operations in Ghana.

We have attached in Schedule 1 a list of the tenements held by Cardinal Ghana and the Subin-Kasu
Prospecting Licence; in Schedule 2, a summary of reports of the Minerals Commission dated 11
April 2012 and 11 May 2012 respectively on the above mentioned tenements; in Schedule 3, an
overview of the terms and conditions of the mineral rights; in Schedule 4, a summary of the
corporate status of the Companies; in Schedule 7, key comments to note in the Report and in
Schedule 8, our assumptions and qualifications in respect of the Report; Schedules 1-8 form part of
the Report.
Mineral Rights – Regulatory Overview
2.1

2.2

Ownership of Minerals
In Ghana, the ownership of land on which there are mineral deposits is separate from the
ownership of minerals. All minerals in their natural state in or upon any land or water are, under
Ghanaian law, the property of the Republic of Ghana and vested in the President on behalf of the
people of Ghana. Any transaction which involves the granting of rights for the exploitation of
minerals requires Parliamentary ratification. Upon recommendation of the Minerals Commission 1,
Parliament may however authorise other government agencies to approve the grant of rights to
exploit minerals.
All stool land that is, land attributable to a chieftaincy and representing the collective property of
the people ruled by the Chief in question, are vested in the appropriate stool on behalf of, and in
trust for, the community presided over by the chief in accordance with customary law. Pursuant to
the provisions of the Constitution of Ghana, 1992, the development of any stool land is not
permitted unless the Regional Lands Commission has certified that the proposal is consistent with
the development plan drawn up by the local District Assembly. There are also provisions in the
Constitution governing the payment of revenues and royalties generated from stool lands and the
general administration and development of such lands.
Main Laws and Regulations

The following are the main laws and regulations governing mining in Ghana:

(a) Minerals and Mining Act, 2006 (Act 703) as amended by the Minerals and Mining
(Amendment) Act, 2010 (Act 794)

(b) Minerals and Mining (General) Regulations, 2012 (L.I 2173);

(c) Minerals and Mining (Support Services) Regulations, 2012 (L.I 2174);

(d) Minerals and Mining (Compensation and Settlement) Regulations, 2012 (L.I 2175);
1The

Minerals Commission was established under the Minerals Commission Act, 1993, (Act 450). The Act provides that the
Minerals Commission is responsible for the regulation and management of the utilization of the mineral resources of Ghana
and the co-ordination of the policies in relation to them

2

(e) Minerals and Mining (Licensing) Regulations, 2012 (L.I 2176);
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(f) Minerals and Mining (Explosives) Regulations, 2012 (L.I 2177);

(g) Minerals and Mining (Health, Safety and Technical) Regulations, 2012 (L.I 2182)

(h) The Internal Revenue Act, 2000 (Act 592) as amended from time to time;
(i) The Minerals Commission Act, 1993 (Act 450)

(j) The Environmental Protection Agency Act, 1994 (Act 490);

(k) The Environmental Assessment Regulations, 1999 (L.I. 1652); and
(l) The Constitution of the Republic of Ghana, 1992

2.3

Mineral Rights
The following types of mineral rights are available in Ghana: reconnaissance licence, prospecting
licence and mining lease. Other leases and licences which will not be discussed here include the
restricted reconnaissance licence, prospecting licence and mining lease for mining industrial
minerals 2 and small scale mining licences.

2.3.1

Reconnaissance Licence: entitles the holder to search for specified minerals by geochemical,
geophysical and geological means. It does not permit drilling, excavation or other physical
activities on the land, except where such activity is specifically permitted by the licence
(ground disturbance requires approval). It may not be granted for a period exceeding twelve
months in respect of an area not exceeding 5000 contiguous blocks 3and may be extended if
the Minister 4 responsible for mines is satisfied that it is in the public interest to do so, for
periods not exceeding twelve months at a time. An application for extension must be made
not later than 90 days 5 before the expiration of the initial term.

Under Act 703, the grant of a reconnaissance licence confers on the holder the exclusive right
to carry on reconnaissance in the area covered by the grant in respect of a mineral. This
would operate to preclude the grant of a reconnaissance licence to anyone other than the
reconnaissance licence holder in respect of that mineral. Additionally, Act 703 expressly
prohibits the grant of a mineral right in respect of another mineral right where there is an
existing mineral right “unless the holder of the existing right is notified and given the first
option of applying for the right”.

The holder of a reconnaissance licence or a prospecting licence may apply for a mining lease
once it establishes that minerals exist in the area in commercial quantities. The application
must be made before the expiration of the reconnaissance or prospecting licence.

regulation 6(1) of the new Minerals and Mining (Health, Safety and Technical) Regulations
2012, L.I. 2182 requires the holder of a reconnaissance licence to obtain an Exploration
Operation Permit from the Inspectorate Division of the Minerals Commission prior to the
commencement of any exploration operations.

Cardinal Ghana is currently the holder of three reconnaissance licences in respect of the
Ndongo, Konongo and Bongo tenements (“the Reconnaissance Licences”). By two letters

means basalt, clay, granite, gravel, gypsum, laterite, limestone, marble, rock, sand, sandstone, slate talc, salt and other minerals as the
Minister may from time to time declare, by notice published in the Gazette, to be industrial minerals;
3A block is defined as 21 hectares in Act 703.
4Minister for Lands and Natural Resources
5 Regulation 20(1) of the Minerals and Mining (Licensing) Regulations, 2012 (L.I 2176)
2

3
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dated 11 January 2012 respectively, it applied for the renewal of the Kungongo
Reconnaissance Licence and the Bongo Reconnaissance Licence. The Minerals Commission
by two letters dated 13 March 2012 responded to say that it had favourably recommended
to the Minister to renew the licences subject to the payment of a consideration fee of US$
15,000.00 and the stipulated annual ground rent in respect of each licence. Cardinal Ghana
has paid these fees and annual rent.

2.3.2

Section 33(3) of Act 703 states that where an application for extension of the term of a
reconnaissance licence is made under this section and the applicant has materially complied
with the obligations imposed by the Act with respect to the licence, and the activities to be
conducted thereunder, the Minister is required to extend the term of the licence. In that
regard, we understand from the Minerals Commission that each of the licences is in good
standing and that Cardinal Ghana has complied with its obligations thereunder. Thus, to the
best of our knowledge, no circumstances currently exist which would prevent the Minister
from renewing the licences. Furthermore, pursuant to section 33 (6) of Act 703, Cardinal
Ghana may continue its reconnaissance operations pending the formal grant of the
extensions.

Prospecting Licence: entitles the holder to search for specified minerals for a period not to
exceed three years for an area not exceeding 750 contiguous blocks. A prospecting licence
may be extended for a period not exceeding three years with a reduction in area of half the
initial area at the end of the initial period and at the end of any further period of extension, of
half the remaining area.

Under Act 703, land that may be the subject of an application for a mineral right in respect of
a mineral specified in the application excludes land which is “the subject of an existing
mineral right in respect of the specified mineral”. Consequently, a prospecting licence may
not be granted over any area in respect of which another prospecting licence has been
granted for the same mineral.
The holder of a prospecting licence must commence operations within three months from
the date of the issue of the licence, or at a time specified by the Minister.

Pursuant to section 36 (1) of the Ghana Concessions Ordinance, 1951, CAP 136, the holder of
a prospecting licence is required to obtain a prospecting permit before it carries out
prospecting operations. This provision is now also expressed in regulation 6(1) of the new
Minerals and Mining (Health, Safety and Technical) Regulations 2012, L.I. 2182 as a
requirement for the holder of a prospecting licence to obtain an Exploration Operation
Permit from the Inspectorate Division of the Minerals Commission prior to commencement
of any exploration operations.
Cardinal Ghana applied for the conversion of its Ndongo Reconnaissance Licence into a
prospecting licence. The Minerals Commission by letter dated 29 February 2012 indicated
that it had recommended to the Minister of Lands and Natural Resources to convert the
licence into a prospecting licence subject to the payment of a consideration fee of US$ 20,000
and annual ground rent of GHS 22.00. Cardinal Ghana has paid the consideration fee and
annual ground rent, however, the prospecting licence in respect of the Ndongo tenement is
yet to be issued by the Minister.
Section 34 (4) of Act 703 provides that “if a holder of a reconnaissance licence applies for a
prospecting licence over all or part of the land and for a mineral the subject of the
reconnaissance licence and the holder has materially complied with the obligations imposed
4
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by this Act with respect to the holding of the licence, and the activities to be conducted under
the licence,” the Minister is required to grant the application within 60 days of the
application, subject to the permits and other obligations required by law having been
complied with. In that regard, we understand from the Minerals Commission that the Ndongo
Reconnaissance Licence is in good standing and that Cardinal Ghana has complied with its
obligations thereunder. Thus, to the best of our knowledge, no circumstances currently exist
which would prevent the Minister from granting a prospecting licence in respect of the area.
Cardinal Subranum has entered into a Purchase and Sale Agreement with Newmont to
acquire Newmont’s Subin-Kasu Prospecting Licence dated 6 January 2009.

We understand from Minerals Commission that this Prospecting Licence was granted an
extension of 12 months from 21 July 2011 to 22 July 2012. Newmont by letter dated 16 July
2012 applied for a further extension of the Prospecting Licence. The Minerals and Mining
(Licensing) Regulations, 2012 (L.I 2176) requires the holder of a prospecting licence to apply
for an extension of the licence at least 90 days before the expiration of the licence. However,
regulation 4(6) of L.I 2176 provides that subject to reasonable explanation, the Commission
may accept a late application, but not later than 10 days before the date of expiration of the
licence. The late application will also be subject to the payment of specified fees,

Pursuant to section 14 of Act 703, the consent of the Minister will be required to assign or
transfer the Subin-Kasu Prospecting Licence from Newmont to Cardinal Subranum. The
provisions of the law relating to transfer, assignment, mortgage or any form of dealing with a
mineral right are set out in paragraph 2.10 of the Report.

By letter dated 24 April 2012, Newmont applied for the approval of the Purchase and Sale
Agreement. The Minerals Commission sent a response to the letter dated 11 June 2012,
requesting certain documents and information in respect of Cardinal Subranum and the
payment of the required consideration fee before prior to making any recommendations to
the Minister.

2.3.3

Newmont held a prospecting permit which expired on 31 December 2011. As its Subin- Kasu
Prospecting Licence is currently under consideration for renewal, we understand that an
application will be made for a prospecting permit in respect of the concession once the
renewal has been granted.

Mining Lease: A mining lease entitles the holder to extract minerals. The holder of a
reconnaissance licence or a prospecting licence may, prior to the expiration of the licence,
apply for one or more mining leases in respect of all or any of the minerals the subject of the
licence and in respect of all or any one or more of the blocks which constitutes the
reconnaissance or prospecting area. A mining lease may be granted for a period not
exceeding thirty years. The area in respect of which a mining lease may be granted must be
not be less than one block or more than three hundred contiguous blocks each having a side
in common with at least one other block the subject of the grant.

According to section 44 of Act 703, the holder of a mining lease may at least three months 6
before the expiration of the initial term of the mining lease or a shorter period that the
Minister allows, apply to the Minister for an extension of the term of the lease for a further
6

Regulation 189(1) of the Minerals and Mining (Licensing) Regulations, 2012 (L.I 2176) provides that the holder of a mining lease may
apply for an extension of the lease not later than 90 days before the expiration of the term of the lease

5
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period of up to thirty years in respect of all or any number of contiguous blocks the subject of
the lease and in respect of all or any of the minerals the subject of the lease.

The limits regarding the area of the mining lease may be exceeded upon application by the
holder of the mineral right, where the Minister is satisfied on reasonable grounds that the
additional area is required for the holder’s operations.

2.4

Pursuant to section 37(1) of the Ghana Concessions Ordinance, 1951, CAP 136, the holder of
a mining lease is required to obtain a mining permit before it carries out mining operations.
This provision is also now expressed in regulation 8(1) of the new Minerals and Mining
(Health, Safety and Technical) Regulations 2012, L.I. 2182 that the holder of a mining lease
must obtain an Mining Operating Permit from the Inspectorate Division of the Minerals
Commission prior to commencement of any exploration operations.

Financial Obligations
2.4.1

Annual Ground Rent

Pursuant to section 23 of Act 703, the holder of a mineral right must pay annual ground rent
as may be prescribed by the Ministry 7. The payment is made to the owner of the land or
successors and assigns of the owner except in the case of annual ground rent in respect of
mineral rights over stool lands, which must be paid to the Office of the Administrator of Stool
Lands.

With respect to the Reconnaissance Licences held by Cardinal Ghana, the annual ground rent
for the Ndongo Reconnaissance Licence is GHS 22.00, GHS 24.00 for the Kungongo
Reconnaissance Licence and GHS 102.00 for the Bongo Reconnaissance Licence. The annual
ground rent in respect of each of these tenements has been paid as at the date of this Report.

2.4.2

2.4.3

7

The annual ground rent payable for the Subin-Kasu Prospecting Licence is GHS 21.00.

Fees

According to section 24 of Act 703, an applicant for a mineral right is liable to pay an Annual
Mineral Right Fee to the Minerals Commission. The Annual Mineral Right Fee per cadastral
unit 8 ranges between US$10- US$16 in the first year and US$15- US$20 in the second year
for a reconnaissance licence; between US$20- US$32 from the first to third year and US$40US$50 from the fourth to sixth year in respect of a prospecting licence; and US$ 700 in the
first and second year and US$ 1000 between the third and thirtieth year in respect of a
mining lease.

Royalties

Section 25 of Act 703 as amended by the Minerals and Mining (Amendment)Act 2010, Act
794 prescribes royalty payment to the Government at a flat rate of 5% of the total revenue
earned from minerals obtained by the mineral right holder.

Ministry of Lands and Natural Resources

8A

Cadastral Unit as defined by L.I 2176 is “ a pseudo-quadrilateral formed by the meridian and parallels, with a distance equal to fifteen
seconds, and covering approximately a planimetric surface of twenty –one hectares, the co-ordinates of the vertices being multiple of
fifteen seconds as defined in section 8 of the Act and regulations 1 and 2 of these Regulations.”

6
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2.4.4

2.4.5

9The

Corporate Tax

Corporate tax was previously set at 25% by Act 592 as amended. Capital expenditures could
be written-off, up to 80% in the first year and 50% off the declining balance in subsequent
years. However, an Internal Revenue (Amendment) Act which was passed by Parliament on
1st February 2012 set a corporate tax rate of 35% for companies engaged in mining. The Act
also changed the calculation of capital allowances so that instead of a rate of 80% in the first
year and 50% off the declining balance in subsequent years, the rate is now 20% across the
board.
Furthermore, section 23 of Act 592 has been amended by the insertion of a new subsection
1A which states that “[A] person engaged in mining operations shall not be allowed a
deduction for expenses exclusively incurred in a mining area against revenue derived from
another mining area belonging to that person or in which that person has an interest, in
determining that person’s chargeable income for a basis period”.
Withholding Tax on dividends

Ghanaian companies must pay withholding tax of 8% on dividends paid to shareholders,
whether they be resident or non-resident. No further Ghanaian tax is payable on dividends
received.

2.4.6

Customs Duties

2.4.7

Value Added Tax and National Health Insurance Levy

2.4.8

Compensation for resettlement and relocation

Section 29 of Act 703 provides that the holder of a mineral right may be granted exemption
from payment of customs import duty in respect of plant, machinery, equipment and
accessories imported specifically and exclusively for the mineral operations.

Mining companies are exempted, pursuant to Schedule 1 of the Value Added Tax, 1998, Act
548 and Schedule 1 of National Health Insurance Act, 2003, (Act 650), from paying Value
Added Tax and National Health Insurance Levy on machinery, apparatus, appliances and
parts designed for use in mining as specified in the Mining List 9.
Section 74 of Act 703 provides that the owner or lawful occupier of any land subject to a
mineral right is entitled to and may claim from the holder of the mineral right compensation
for the disturbance of the rights of the owner or occupier. The amount of compensation
payable is to be determined by agreement between the parties but if the parties are unable
to reach an agreement as to the amount of compensation, the matter shall be referred by
either party to the Minister who, in consultation with the Government agency responsible
for land valuation shall, determine the compensation payable by the holder of the mineral
right. The compensation to which an owner or lawful occupier may be entitled, may include
compensation for deprivation of the use or in particular use of the natural surface of the land
or part of the land, loss of or damage to immovable properties, in the case of land under
cultivation, loss of earnings or sustenance suffered by the owner or lawful occupier, having

mining list is a list of equipment, machinery and other items related to mining which have been approved by Customs, Excise and
Preventive Service with recommendations from the Minerals Commission to be exempt from the payment of import duties.

7
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2.4.9

2.5

regard to the nature of their interest in the land, and loss of expected income depending on
the nature of the crops on the land and their life expectancy.

Fees for the grant of a mineral right

As at 1st September 2011, the applicable fees to be paid to the Minerals Commission for the
grant of minerals rights are as follows: a reconnaissance licence is US$ 15,000.00 (fifteen
thousand US Dollars) for a foreign controlled company and GHS 10,000 (ten thousand Ghana
Cedis) for a Ghanaian controlled company. With respect to a mining lease, the fee is US$
100,000.00 (one hundred thousand US Dollars) for a foreign controlled company and GHS
50,000 (fifty thousand Ghana Cedis) for a Ghanaian controlled company. We understand from
the Minerals Commission that the same fees are chargeable for the renewal of the mining
lease. With respect to a prospecting licence, the fee is US$20,000.00 (twenty thousand US
Dollars) for a foreign controlled company and GHS 12,000 (twelve thousand Ghana Cedis) for a
Ghanaian controlled company.

Acquisition of shares by the Government
2.5.1

Special Share

With respect to a holder of a mining lease, pursuant to section 60 of Act 703 the Minister
may by notice in writing to a mining company require the mining company to issue to the
Republic a special share. The special share is a separate class of shares which have the rights
agreed between the Minister and the company. If no agreement is reached as to the rights of
the shares, the law states that the special share is a preference share that carries no right to
vote but the holder is entitled to receive notice of and to attend and speak at a general
meeting of the members of the company or a separate meeting of the holders of a class of
shares in the company The special share may only be held by or transferred to the President,
the Minister or another person acting on behalf of the Republic.
This share does not allow the right to participate in the dividends, profits or assets of the
company or a return of assets in a winding up or liquidation of the company. The holder of
the special share may require the company to redeem the special share at any time for no
consideration or for a consideration determined by the company and payable to the holder
on behalf of the Republic.

A variation of the rights attached to the special share shall only be effective with the prior
consent of the holder of the special share. Matters which constitute a variation to the rights
of the special share include: an amendment to or removal of a provision in the constitution,
regulations, by- laws or other equivalent documents regulating the company; the winding up
or voluntary liquidation of the company; the disposal of a mining lease upon which mining
operations are conducted or the whole or a material part of the assets of the company which
are attributable to the company’s operations in Ghana but are not held in the country.
The mining company must comply with this requirement within two months of notice or it
commits an offence which if found liable on summary conviction is subject to a fine not more
than the Cedi equivalent of (US$10,000.00) ten thousand US Dollars.

8
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2.5.2

2.6

Free Carried Interest

Pursuant to section 43 of the Minerals and Mining Act, 2006, Act 703, “Where a mineral right
is for mining or exploitation the Government is entitled to acquire a ten percent free carried
interest in the rights and obligations of the mineral operations…..”Although this provision is
not expressed as a right to shares, the way it operates in practice is by the holder of the
mining right giving 10% of its shares to the Government.

The free carried interest is separate from the right to a special share described in paragraph
2.5.1 above. The Government is entitled to the free carried interest and the special share is
required to be issued, when called for by the Minister, to the Republic of Ghana and is held
by the President of Ghana, the Minister or other person acting on behalf of the Republic.

Stability Agreement and Development Agreement

The Minister may enter into a stability agreement, with the holder of the mining lease, to ensure that
the holder of the mining lease will not, for a period not exceeding fifteen years from the date of the
agreement, be adversely affected by a new enactment, order, instrument or other action made under
a new enactment or changes to an enactment, order, instrument that existed at the time of the
stability agreement, or other action taken that has the effect of imposing obligations upon the holder
or applicant of the mining lease, and be adversely affected by subsequent changes to the level of and
payment of certain customs or other duties, rates and payment of royalties, taxes, fees and other
fiscal imports and laws relating to exchange control, transfer of capital and dividend remittance.
A stability agreement is subject to ratification by Parliament.
Development Agreement

2.7

Subject to ratification by Parliament, on the advice of the Minerals Commission, the Minister may
enter into a development agreement under a mining lease with a person where the proposed
investment by the person will exceed US$ five hundred million. A development agreement may
address mineral rights or operations to be conducted under the mining lease, environmental issues
and settlement of disputes and may provide for the stability terms allowable under a stability
agreement.

Statutory conditions attached to the grant of a mineral right

Pursuant to section 7 of Act 703, the Minister has the right of pre-emption of all minerals obtained in
Ghana and from any area covered by territorial waters, the exclusive economic zone or the
continental shelf and products derived from the refining or treatment of these minerals.
Section 10 of the Act requires that unless otherwise provided, a mineral right shall not be granted to
a person unless the person is a body incorporated under the Companies Act 1963 (Act 179), under
the Incorporated Private Partnerships Act 1962 (Act 152) or under an enactment in force.

Section 13 of the Act also prohibits the holder of a mineral right from removing or destroying a
mineral obtained by the holder in the course of mineral operations without the permission in writing
of the head of the Inspectorate Division of the Commission.

Under section 16 of the Act, obligations of the mineral rights holder include that they shall at all times
appoint a manager with the requisite qualification and experience to be in charge of that holder’s
mineral operations and shall notify the Head of the Inspectorate Division of the Commission in
9

writing of the appointment of a manager and on each change of the manager.
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2.8

Forestry
Under section 18 of Act 703, prior to undertaking an activity or operation under a mineral right, the
holder of the mineral right must obtain the necessary approvals and permits required from the
Forestry Commission and the Environmental Protection Agency for the protection of natural
resources, public health and the environment.

2.9

Environmental
2.9.1.

Environmental Obligations

Mining and prospecting companies are required under Ghana’s environmental laws to obtain
an environmental permit before commencing mining operations.
An environmental permit is valid for 18 months, effective from the date of the issue of the
permit. Where an undertaking in respect of which a preliminary environmental report or an
environmental impact statement is approved commences activities after obtaining an
environmental permit, it is required to obtain within 24 months of the date of the
commencement of operations, an environmental certificate from the Environmental
Protection Agency (“EPA”).

L.I. 1652 requires that an environmental management plan 10 in respect of an undertaking’s
operations is submitted within 18 months of commencement of operations and thereafter
every 3 years. If the environmental management plan satisfies the requirements of the EPA,
the environmental certificate may be renewed for another 3 years. Furthermore, a company
granted an environmental permit under these Regulations must submit an annual
environmental report after 12 months from the date of commencement of operation and
every 12 months thereafter to the EPA.

An undertaking involved in mining operations is required to include with its environmental
impact statement, reclamation plans and to provide security for any “default on reclamation
or rehabilitation of disturbed land”. Such security must be provided by way of a reclamation
bond in the form of a “performance bond, mining bond or rehabilitation bond or funds set
aside in a reputable bank”. The terms of such security are agreed upon between the EPA and
the undertaking under the terms of a reclamation security agreement.
Please note that under regulation 29 of the Environmental Assessment Regulations, 1999 (L.I.
1652), any person who commences operations without an environmental permit issued in
respect of it, or contravenes any provision of the Regulations, commits an offence and is liable
on summary conviction to a fine not exceeding GHS 200 or imprisonment for a term not
exceeding one year or to both, and in the case of a continuing offence, a further fine not
exceeding GHS 20 for each day the offence is continued.

10An

Newmont has applied for an environmental permit to undertake mining operations at the

“environmental management plan” is defined in L.I. 1652 as “a document representing efforts that will be made to manage any
significant environmental impacts which will result from an existing undertaking”.

10
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2.9.2

2.10

Subin-Kasu concession. It has paid the permit fee of USD 7,200 as requested by the EPA in
their letter of 3 April 2012. We understand from Newmont that they are yet to obtain the
environmental permit

Illegal Mining- Galamsey

“Galamsey” or illegal mining activity is a general issue of concern in the mining industry. This
activity consists of unlicensed small scale mining. The illegal and usually unsafe and
unauthorised mining practices could pose a threat to a mining company in terms of
compliance to environmental requirements.

Assignment and charging of mineral rights and change in control
2.10.1 Assignment of mineral rights

The approval of the Minister is required to assign a mineral right pursuant toSection 14 of
Act 703 which provides that , “the a mineral right shall not in whole or in part be transferred,
assigned, mortgaged or otherwise encumbered or dealt with in any manner without the
prior approval in writing of the Minister...”

With respect to the Purchase and Sale Agreement between Cardinal Subranum and
Newmont, the consent of the Minister is required for the transfer of the Subin-Kasu
Prospecting Licence to Cardinal Subranum pursuant to section 14 of Act 703 and clause 11 of
the prospecting licence agreement between Newmont and the Government of Ghana.

With regards to an application for consent to assign a mineral right, the fees as at 1st
September 2011 are as follows 11: With respect to a mining lease, the fee payable to the
Minerals Commission is US$50,000 for a Ghanaian controlled company and US$80,000 for a
foreign controlled company. In relation to a prospecting licence, the fee payable to the
Minerals Commission is GHS 10,000 for a Ghanaian controlled company and US$ 40,000 for a
foreign controlled company. In relation to a reconnaissance licence, a fee of GHS 8,000 is
payable to the Minerals Commission for a Ghanaian controlled company and a fee of US$
20,000 is payable for a foreign controlled company.

2.10.2 Change of control of Mining Company 12

Section 52 of Act 703 provides that a person may become a controller 13of a mining company
if the person serves on the Minister notice in writing stating the intention to become a
controller of the company and the Minister has, before the end of a period of two months,
notified the person in writing that there is no objection to the person becoming a controller
of the mining company or that period has elapsed without the Minister having served on the
person a written notice of objection to the person becoming a controller of the mining

We note that a different schedule of fees has been provided in the 2nd Schedule of L.I 2176, however, we understand from the Minerals
Commission that the schedule of fees as at 11 September 2011 is currently in use.
12"mining company" means a company which is or whose subsidiary is the holder of a mineral right
granted under this Act but does not include,
11

(a) a company listed on a stock exchange, or
(b) a company of which the market value of the assets held by the company or its subsidiary in Ghana
represent less than fifty percent of the market value of all assets owned by the company;
13a “controller “as described above is a person who, either along with an associate or associates is entitled to exercise, or
control the exercise of more than 20% of the voting power at any general meeting of the mining company or of another
company which it is a subsidiary.”

11
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company. According to section 53(1) of Act 703 the Minister may object to a person
becoming the controller of a mining company if he, on reasonable grounds, considers it in
the public interest to do so.
Section 52(4) provides that the person giving notice of intention to acquire the controlling
interest of a mining company must do so within one year of the date of the service of the
notice otherwise the notices ceases to be effective.

We understand from the Minerals Commission that no fee is payable in respect of the notice
of intention to become a controller of a mining company.

It is an offence to become the controller of a mining company without giving notice or
without adhering to the two month notice period stipulated in section 52. It is also an
offence to become or to continue being a controller of a mining company after the Minister
has served notice of his objection. A person convicted of an offence under this section is
liable on summary conviction to a fine not more than the cedi equivalent of US$ 20,000 or
imprisonment for a term not more than three years or to both.
Pursuant to section 57, a mining company must give written notice to the Minister of the fact
that a person has become or ceased to be a controller of the company within fourteen days of
the mining company becoming aware of the fact. Failure to give notice will attract a fine of
US$1000 or the Cedi equivalent payable to the Commission.

Cardinal acquired 100% of the issued shareholding of Cardinal Ghana from Mr. Easah in two
transactions. By a deed of transfer dated 7 September 2010 it acquired 22,500 shares for
consideration in the amount of GHS 22,500 and by a deed of transfer dated 8 June 2011, it
acquired the remaining 2,500 shares of the company. There is a Sale and Purchase
Agreement dated 8 June 2011 which states that Mr. Easah will be issued 1,889,000 shares in
Cardinal as consideration for the transfer of the shares in Cardinal Ghana. We understand
from Mr. Easah that the shares in Cardinal have been issued to him.

2.11

Although we have not seen Cardinal Resource’s notice to the Minister of its intention to
become the controller of Cardinal Ghana, we have been shown a copy of a letter dated 10
November 2011 from C.OYeboah, acting on behalf of Cardinal Ghana, in which pursuant to
section 57 of Act 703, he informs the Minerals Commission that Cardinal Resources is now
the majority shareholder of the Company. We are not aware that the Minerals Commission
has raised any issues in relation to the change of control in Cardinal Ghana.

Preference for local products and employment of Ghanaians

Pursuant to section 105 of Act 703 the holder of a mineral right must in “the conduct of mineral
operations, and in the purchase, construction and installation of facilities, give preference to
materials and products made in Ghana, service agencies located in the country and owned by
citizens, companies or partnership registered under the Companies Act 1963 (Act 179) or the
Incorporated Private Partnerships Act, 1962.

Furthermore, Ghana’s labour laws provide for the right of every worker to form or join a trade union
of his or her choice. These laws which govern working hours and conditions provide for maximum
hours of work and overtime periods.
12
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2.12

Foreign Exchange issues
Where the holder of a mining lease earns foreign exchange it may be permitted (i) by the Bank of
Ghana, to retain in an account a portion of its foreign exchange earnings for the purchase of spare
parts and other inputs required for its operations; and (ii) by the Minister for finance in consultation
with the Minister for mines acting on the advice of the Minerals Commission, to retain in an account
an amount not less than 25% of its foreign exchange earnings for (a) acquiring spare parts, raw
materials, machinery and equipment; (b) debt servicing and dividend payment; (c) remittances in
respect of quotas for expatriate personnel; and (d) transfer of capital in the event of a sale or
liquidation of the mining operations. The latter account is required to be held in trust by a trustee
appointed by the company and to be opened with the consent of the Bank of Ghana.
Generally, payments in foreign currency between non-residents and residents are permitted by the
Foreign Exchange Act, 2006 (Act 723). Such payments are required by section 15(1) to be made
through a bank. Transfers of foreign exchange to or from Ghana are required to be made through
persons licensed to operate money transfers or an authorised dealer.

Residents are permitted by Bank of Ghana notices to hold and operate “foreign currency accounts”
into which they are permitted to receive transfers in foreign currency from abroad. They are also
permitted to hold and operate “foreign exchange accounts”.

The Bank of Ghana in its notice titled Operational Guidelines for the Foreign Exchange Act, 2006 (Act
723) states as follows: “Under the Minerals and Mining Act 2006, the Bank of Ghana may permit the
owner of a mining lease (for specified purposes) to retain in an account, a portion of the foreign
exchange earned. Such export proceeds may be held in Foreign Exchange Accounts or Foreign
Currency Accounts…..at local banks”.
Foreign Currency Accounts

Residents and non-residents may open and hold foreign currency accounts with any authorised
dealer bank in Ghana. They may open deposit and/or current accounts with capital transfers and
foreign exchange earned from sources abroad or other foreign currency accounts. The operation of
the foreign currency accounts are declared by the Bank of Ghana free from any restrictions and
transfers out of Ghana from these accounts and payments from the accounts may be made freely by
the authorised dealer banks in convertible currencies.
Foreign Exchange Accounts

The Bank of Ghana permits residents to maintain interest bearing foreign exchange accounts with
any authorised dealer bank in Ghana. These accounts may be credited with foreign exchange
obtained locally and foreign exchange not converted into Cedis. Save for certain amounts, there are
restrictions on making transfers from these accounts.
2.13

Export, sale and disposal of minerals
The exportation, sale or disposal of minerals requires a licence from the Minister. The Minister, may
on the recommendation of the Minerals Commission prescribe terms and conditions for the licence.
The licence is not transferable. However, we note that a mining lease authorises the holder, according
to section 46 of the Minerals and Mining Act to, inter alia, “take and remove from the land the
specified minerals and to dispose of them in accordance with the holder’s approved marketing plan”.
13
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2.14

Government's right of pre-emption over minerals

2.15

Act 703 provides the Government with a “right of pre-emption of all minerals raised, won or obtained
in Ghana and …… products derived from the refining or treatment of these minerals”.

Legislative Changes

The following Regulations were laid before Parliament between March and June 2012 and become
law after 21 sitting days passed without objection by Parliament:
i.
ii.
iii.
iv.
v.
vi.

Minerals and Mining (General) Regulations, 2012 (L.I 2173);
Minerals and Mining (Support Services) Regulations, 2012 (L.I 2174);
Minerals and Mining (Compensation and Settlement) Regulations, 2012 (L.I 2175);
Minerals and Mining (Licensing) Regulations, 2012 (L.I 2176);
Minerals and Mining (Explosives) Regulations, 2012 (L.I 2177); and
Minerals and Mining (Health, Safety and Technical) Regulation, 2012 (L.I 2182)

Windfall Profit Tax

2.

A Windfall Profit Tax Bill has been laid before Parliament for consideration. This bill seeks to impose
a special tax on excess profits of companies in the mining sector to be paid in each year of assessment
by a person engaged in mining operations. The proposed tax is chargeable at a rate of 10% on the
cash balance at the end of the basis period for the year of the assessment of the person.
Litigation – Results of searches undertaken

A search report from the High Court in Bolgatanga dated 21 March 2012 indicates that Cardinal
Ghana is not a party to any litigation proceedings pending in the District Court, Circuit Court or High
Court in Bolgatanga. Also, a search report dated 13 June 2012 from the same High Court indicates
that Cardinal Mining Services is not a party to any matter pending in the court.

Although we have not yet received an official response to our search request in respect of Cardinal
Subranum, enquiries of the High Court, Bolgatanga indicate that Cardinal Subranum is not a party to
any litigation proceedings in the Court..

3.

Enquiries of Newmont indicate that the Subin-Kasu Prospecting Licence is not the subject of any
litigation in the courts. The Minerals Commission report dated 11 May 2012 also states that the
there are no disputes or adverse claims in respect of the area covered by the Prospecting Licence.
However, we have not yet received an official response from the High Court, Kumasi 14 to our search
request in relation to the Subin-Kasu Prospecting Licence.

Risk Factors

Specific risk factors associated with operating in Ghana include:

Regulation of mineral rights: The holding of mineral rights in Ghana is subject to statutory control.
Applications are required to be made for their grant and for their extension or renewal. A failure to
14The

Subin-Kasu Concession is situated in the Ashanti Region of Ghana
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obtain the requisite mineral right or its renewal may result in a material adverse effect on the
operations of a mining company and its ability to carry on mining activities.

Illegal mining: The presence of illegal miners on a mining concession is a general issue for miners in
Ghana. Illegal miners generally use unsafe mining practices which can result in environmental
damage or personal injury and death. Illegal mining could have an adverse effect on the operations
and consequently the financial condition of a mining company in Ghana.

Taxes and royalties: Ghanaian law imposes obligations to make certain payments by way of taxes,
royalties and fees (including payment of withholding tax on dividends paid to foreign
shareholders). Any changes in the level of such taxes, royalties and fees or the introduction of new
taxes may impose significant increases in the cost of mining.

Labour laws: Ghanaian law imposes requirements that mining companies institute a localization
policy providing the company’s proposals for training and recruiting Ghanaians. There are also
provisions requiring the holder of a mineral right to give preference to materials and products
made in Ghana and to service companies. It is possible that new laws may be enacted imposing
further obligations under Ghana’s labour and local participation laws which may have a material
adverse effect on the business and operations of the company.
Exchange control laws: Ghana’s exchange control laws currently permit a mining company to retain
a portion of its foreign currency earnings in an external account out of which certain payments
including dividends to shareholders may be paid. The company may in the future be subject to
exchange control laws that further restrict its ability to retain its foreign currency earnings abroad.

Compensation and resettlement: Act 703 requires the holder of a mineral right to compensate the
owner or lawful occupier of any land subject to the holder’s mineral right for the disturbance of the
rights of the owner or occupier. The amount of compensation payable is to be determined by
agreement between the parties but if the parties are unable to reach an agreement as to the amount
of compensation, the matter shall be referred by either party to the Minister who, in consultation
with the Government agency responsible for land valuation shall, determine the compensation
payable by the holder of the mineral right. To the extent that the Company may be required to pay
any claims for compensation, this could impose additional costs and burdens.
Environmental and health laws: Mining operations face risks of environmental and other health
hazards. The occurrence of any of these dangers could delay or halt operations, increase operation
costs and result in liability for the company. In particular, the environmental and health authorities
have the power to require a shutdown of operations or to impose burdensome procedures for
certain violations.
Consents to transfer a mineral right:

As indicated elsewhere in this Report, the consent of the Minister responsible for mines is required
for the transfer or assignment of a mineral right or for any dealing with such rights. A refusal of any
such consent may render any agreement to so transfer a mineral right unenforceable.
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SCHEDULE 1- TENEMENT LIST
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Registered
Holder

Cardinal
Ghana

Proporti
on of
owners
hip
100%

Cardinal
Ghana

100%

Cardinal
Ghana

100%

Newmont

100%

Name of
Tenement
Ndongo
Reconnaissance Licence
Kungongo
Reconnaissance Licence
Bongo
Reconnaissance Licence
Subin-Kasu
Prospecting
Licence

Land
Registry
No.

Land
Registry
No.
17/2010
Land
Registry
No.
1/2011
Land
Registry
No.
2/2011
None
Disclosed

Land
Valuation
Division
Number
LVD
12434/10

Type of
mineral

Grant Date

Expiry
Date

gold

106.65
Sq Km

GHS 22.00

21 May 2010

20 May
2011

LVD
1486/2011

gold

120.12
Sq Km

GHS 24.00

21 January
2011

11 January
2012

gold

440.49
Sq Km

GHS
102.00

21 January
2011

20
January
2012

LVD
1487/2011
LVB
4257/09

gold

68.7 Sq
Km

GHS 21.00

6 January 2009
and extended
on 22 July
2011

21 July
2012

16 July 2012
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Teneme
nt Area
(km2)

Annual
rent
payable

20
January
2012

Application for
renewal/
extension/con
version
20 May 2011

11 January
2012

SCHEDULE 2 – SUMMARY OF MINERALS COMMISSION REPORTS
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Minerals Commission Reports on the Ndongo, Bongo and Kungongo Reconnaissance Licences
dated 11 April 2012 respectively
i.

ii.
iii.

iv.
v.

The Reconnaissance Licences are held by Cardinal Ghana;

The Ndongo Reconnaissance Licence expired on 20 May 2011. However, Cardinal Ghana has
applied for the conversion of the licence to a prospecting licence. An offer has been issued to the
Company for the payment of a consideration fee of US$ 20,000 which has been paid;

The Bongo and Kungongo Reconnaissance licence both expired on 20 January 2012. Cardinal
Ghana has applied for the renewal of these licences and an offer has been issued to the Company
for the payment of a consideration fee of US$ 15,000 in respect of each licence which has been
paid;

There are no disputes or adverse claims in respect of the area covered by the Reconnaissance
Licences;

The rights granted by the Reconnaissance Licences are valid and up to date and there are no
notices or proposals from the Government or Minerals Commission to terminate these rights or
to cancel or suspend the mineral rights;

vi.

Cardinal Ghana is in compliance with its obligations under the Reconnaissance Licences and
applicable law;

viii.

Apart for Cardinal Ghana’s application to convert the Ndongo Reconnaissance Licence to a
prospecting licence and to renew the Bongo and Kungongo licences, there are no agreements,
requests or applications by Cardinal Ghana or any other person pending approval for rights in
respect of the Reconnaissance Licences or the area covered by them. Neither have there been any
applications to the Minister for consent to grant any mortgage, charge or to deal in any way with
them; and

vii.

ix.

There are no other mineral rights granted to any other person in respect of the area covered by
the Reconnaissance Licences;

The Reconnaissance Licences are in good standing and unamended.

Minerals Commission Report on the Subin-Kasu Prospecting Licence dated 11 May 2012
i.

ii.

iii.

iv.
v.

vi.

vii.

The prospecting licence is held by Newmont;

The prospecting licence is valid from 22 July 2011 to 21 July 2012;

There are no disputes or adverse claims in respect of the area covered by the prospecting licence;

The rights granted by the prospecting licence are valid and up to date and there are no notices or
proposals from the Government or Minerals Commission to terminate these rights or to cancel or
suspend the mineral right;
There are no other mineral rights granted to any other person in respect of the area covered by
the prospecting licence;

Newmont is in compliance with its obligations under the prospecting licence and applicable law;

There are no applications for the Minister’s consent to grant any mortgage, charges or to deal
with the prospecting licence in any way;
18
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viii.
ix.

As at the date of the report, there were no agreements, requests or applications by Newmont or
any other person pending approval for rights in respect of the prospecting licence or the area
covered by it; and

The prospecting licence is in good standing and unamended.
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SCHEDULE 3 – TERMS AND CONDITIONS OF LICENCES

1.

Reconnaissance Licences

1.1

General

1.2

The terms and conditions of the Ndongo, Kungongo and Bongo Reconnaissance Licences are
essentially the same. The Ndongo Reconnaissance Licence was valid from 21 May 2011 until 20
May 2012, the Bongo Reconnaissance Licence from 21 January 2011 to 20 January 2012 and the
Kungongo Reconnaissance Licence from 21 January 2011 to 20 January 2012. Cardinal Ghana has
applied for the renewal of the Bongo and Kungongo Reconnaissance Licences and has applied for
the Ndongo Reconnaissance Licence to be converted into a prospecting licence.

1.3

Rights to, reconnoitre for and prove gold and other minerals, conduct such geological and
geophysical investigations as it considers necessary in the Licensed Area.

Rights granted in respect of each Reconnaissance Licence

Principal Obligations of Cardinal Ghana under each Reconnaissance Licence

Commence reconnaissance operations within three (3) months from the date of the Licence. 15
Cardinal Ghana is required to continuously operate in the area in accordance with its work
programme until the expiry or termination of the Licence.
Cardinal Ghana is required to diligently carry out its operations and spend as actual direct
reconnaissance expenditure not less than a minimum amounts specified in its work programme.

Operations must be conducted using appropriate modern and effective equipment, machinery,
materials and methods.

Cardinal Ghana must maintain all equipment in good repair and all areas in safe and good
condition.
Cardinal Ghana is required to take all practical steps to inter alia, prevent damage to adjoining
farms and villages and to trees, crops, buildings, structures and other property in the Licenced
Area.

1.4

Cardinal Ghana must notify the Minister, Chief Executive and the Head of the Inspectorate
Division of the Minerals Commission, and the Director of the Ghana Geological Survey of the
discovery in the Licensed Area of any other mineral deposits apart from gold. Cardinal Ghana will
be given the first opportunity to explore for and work the said minerals subject to a satisfactory
arrangement with the Government.
Other Significant Provisions
1.4.1

Records

Cardinal Ghana is required to maintain at its registered offices certain technical and
financial records. Technical records include records of all geological, geophysical and
geochemical investigations, survey, tests relating to the Licensed Area and all maps,
drawings and diagrams pertaining to these records. Financial records include books of
account which must be kept on the basis of generally accepted accounting principles.

Regulation 10 of the Minerals and Mining (General) Regulations, 2012 (L.I 2173) states that the holder of a reconnaissance licence
must commence operations within one month after the date of the issue of the licence or some other period specified in the licence.

15
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1.4.2

1.4.3

•

•

Reports

Quarterly: Cardinal Ghana is required to furnish to the Chief Inspector of Mines,
Inspectorate Division of the Minerals Commission, the Chief Executive of the Minerals
Commission and the Director of the Geological Survey quarterly records giving a general
description of work done by it in the preceding quarter and a description accompanied
by a sketch map of areas where gold and other materials were found, particulars of the
type of minerals found and the number and weight of samples taken if any.

Yearly: Furnish the Chief Inspector of Mines, Inspectorate Division of the Minerals
Commission, the Chief Executive of the Minerals Commission and the Director of the
Geological Survey with an Annual Report in the prescribed form.

Financial Obligations

Consideration fee: Pay GHS500.00 to the Government for the grant of the reconnaissance
licence within 30 days of the date of the licence.
Rent: specified amounts yearly in advance on or before the issue of the licence.

1.4.4

Assignment/Mortgage of the licence

1.4.5

Surrender

1.4.6

Extension of the Term of the Lease

1.4.7

Re-entry

1.4.8

Prior written consent of the Government is required to assign, mortgage, sublet or
otherwise transfer any interest conferred by the licence. Government may impose
conditions on the giving of such consent.

The Company is permitted to surrender on not less than two months’ notice in writing to
the Head of Inspectorate Division of the Minerals Commission and Chief Executive of the
Minerals Commission, all its rights in respect of the Licensed Area.

Provided that the Company applies for an extension not less than three (3) months prior
to the expiration of the term granted and is not in breach of any of its obligations, it is
entitled to an extension of the term for a period not exceeding 12 months. The terms and
conditions of the extension are subject to agreement between the Government and the
Company.
If the operations and activities in respect of the reconnaissance in the Licensed Area
ceases due entirely to the fault of the Company, the Government upon giving notice and
following termination procedures, may re-enter the Licensed Area without
compensation to the Company.
Termination

By the Government: Government may terminate in any of the following circumstances:
(i) the Company fails to make any of the payments provided for on the payment date; (ii)
contravention or failure by the Company to comply with any of the other provisions of
the Licence; (iii) insolvency or bankruptcy or entry by the Company into any agreement
or composition with its creditors or liquidation of the Company; (iv) the Company makes
any false statement or makes such a statement recklessly without due regard as to
whether it is true or false.
The Government prior to terminating on any of these grounds is required to give the
Company notice setting out the ground and allowing the Company twenty (20) days to
remedy the default. A longer period may be given.
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1.4.9

Assets on termination/Expiry

Upon termination or expiry of the licence, the assets of the Company not removed from
the Licensed Area within sixty (60) days of such date become the property of the
Government without charge.

1.4.10 Prospecting Licence

2.

Provided the Company on the expiration of the licence has carried out its obligations
without default and has successfully established to Government that the work done by it
justifies further and more detailed enquiry it, it will be given the first option to acquire a
prospecting licence in the Licensed Area subject to negotiations with the Government of
satisfactory terms.

Subin-Kasu Prospecting Licence
2.1

Term:
Granted for an initial term of 2 years from 6 January 2009 to 5 January 2011.

2.2

By letter dated 22 July 2012. The Minerals Commission granted an extension of the term
of the licence from 22 July 2011 to 21 July 2012.

Expiry Date:

21 July 2012. The term of the Prospecting Licence may be extended – see clause 2.5.7
below.

2.3

Rights granted

2.4

Principal Obligations of Newmont

The right to prospect for and prove gold and any other minerals under or in the area
described as the Licenced Area, excluding any parts to be relinquished from time to time
and conduct such geological and geophysical investigations as it considers necessary in
the Licensed Area.

The Company is required to commence prospecting operations within three (3) months
from the date of the Licence in accordance with its work programme submitted to the
Minerals Commission prior to the grant of the licence. It must also ensure that it spends
as prospecting expenditure not less than the minimum amounts specified in the work
programme.

Subject to certain conditions, upon the termination of the prospecting licence, if the
Company has not expended the minimum amounts specified in the work programme
save for force majeure, the difference between the amount expended and the minimum
for the year in which termination or expiration took place shall be paid to the
Government within 30 days thereof.
The Company is required to conduct its operations with due diligence, efficiency and
economy to the maximum extent possible consistent with good mining practice and in a
proper workman like manner observing sound technical and engineering principles and
practices and using appropriate modern and effective equipment, machinery, materials
and methods and to pay particular regard to the protection of the environment.

The Mineral rights holder must maintain all equipment in good repair and all areas in
safe and good condition and take all practical steps to inter alia, prevent damage to
adjoining farms and villages and to trees, crops, buildings, structures and other property
22
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in the Licenced Area. However, to the extent that such damage is unavoidable, the
Company shall pay fair and reasonable compensation.

2.5

Newmont must notify the Minister, Chief Executive and the Head of the Inspectorate
Division of the Minerals Commission, and the Director of the Ghana Geological Survey of
the discovery in the Licensed Area of any other mineral deposits apart from gold.
Newmont will be given the first opportunity to prospect further and work the said
minerals subject to a satisfactory arrangement with the Government.

Other Significant Provisions
2.5.1

Grant of mining rights to third parties in the Licenced Area

2.5.2

Records

2.5.3

2.5.4




The Government may grant rights to third parties to prospect for or produce
minerals other than gold in the Licenced Area provided that such activities will
not unreasonably interfere with the rights granted to the Company.
Newmont is required to maintain at its registered offices certain technical,
production and other records. Technical records include records of bores, pits,
tests, analysis, geological and geophysical maps and plans of the Licenced Area.
Financial records include books of account relating to the prospecting
programme.

At the expiration or termination of the prospecting licence, the aforementioned
records must be delivered to the Chief Executive and the Head of the
Inspectorate Division of the Minerals Commission if the Company will not
obtaining a mining lease in respect of the Licenced Area.
Reports

Quarterly: The Company is required to furnish to the Head of Inspectorate
Division of the Minerals Commission, the Chief Executive of the Minerals
Commission and the Director of the Geological Survey not later than the 15th day
of each third month, a report giving a general description of work done in the
preceding quarter.
Yearly: Annual report to the Inspectorate Division of the Minerals Commission,
the Chief Executive of the Minerals Commission and the Director of the
Geological Survey not later than 60 days after the end of each calendar year.

Financial Obligations

Consideration fee: Pay US$ 15,000 to the Government for the grant of the
prospecting licence.
Annual rent: GHS 21 yearly in advance.

2.5.5

Assignment, Mortgage etc

2.5.6

Surrender

The Company may not assign, mortgage, sublet or otherwise transfer any
interest in the Licenced Area without the prior written consent of the
Government.

The Company is permitted to surrender from time to time on not less than 3
months’ notice to the Head of the Inspectorate Division of the Minerals
Commission and the Chief Executive of the Minerals Commission all its rights in
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respect of any part or parts of the Licenced Area and shall be relieved of its
obligations in respect of those areas, except for obligations which accrued prior
to the effective date of surrender.

2.5.7

The Company is required to leave the surrendered area in safe condition and in
the event that it fails to do so the Head of the Inspectorate Division of the
Minerals Commission shall undertake the work necessary to make the area safe
and in good condition at the expence of the Company.

Extension of the Term of the licence

Provided that the Company applies for an extension no less than 3 months prior
to the expiration of the term and is not in breach of any of its obligations, it may
be granted an extension of the licence for a period not exceeding 3 years. The
terms and conditions of the extension are subject to agreement between the
Government and the Company.
Prior to the Expiration of the initial term, the Company is required to surrender
not less that half of the number of blocks of the Licenced Area as long as a
minimum of 100 blocks remain subject to the licence

2.5.8

Re-entry by Government

2.5.9

Termination

2.5.10

2.5.11

If The Company's operations in the Licenced Area cease before they are
completed due to their own fault, the Government upon giving notice may re–
enter the Licenced Area and take possession of all buildings, erections, plants
and materials thereon without paying compensation to the Company..

The Government may terminate the licence in any of the following
circumstances: (i) the company fails to make any of the payments provided for
on the payment date; (ii) contravention or failure by the Company to comply
with any of the other conditions of the licence; (iii) insolvency or bankruptcy or
entry into by the company of any agreement or composition with its creditors or
liquidation of the Company; (iv) the company makes any false statement or
makes such a statement recklessly without due regard as to whether it is true or
false.

The Government prior to terminating on any of these grounds is required to give
the Company notice setting out the ground and allowing the Company 60 days
to remedy the default.
Assets on termination/Expiry

Upon termination or expiry of the licence, the assets of the Company not
removed from the Licensed Area within six months of such date become the
property of the Government upon giving two months notice after the expiration
of the six month period. The Minister may upon giving 30 days notice, also order
the removal or destruction of any assets of the company in the Licenced Area.
Production Agreement

Upon the expiration of the prospecting licence, if the Company shall have carried
out its obligations to the satisfaction of the Government and shall have
successfully established to the Government that the development of a mine
from ore reserves established within the Licenced Area is economically and
financially feasible, then the Government shall grant to the company the first
option to (i)acquire a lease for the purposes of mining the Licenced Area, and
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2.5.12

(ii) participate in a mining project in the Licenced Area subject to negotiation
with the Government.
Dispute Settlement

A dispute between the Government and the Company shall be settled in
accordance with the Arbitration Act, 1961 9Act 38)- This Act has been repealed
and replaced with the Alternative Dispute Resolution Act, 2010, Act 798.
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SCHEDULE 5- SUMMARY OF THE NET SMELTER RETURN ROYALTY DEED

Nature of agreement

Parties

Net Smelter Return Royalty Agreement dated 8 June 2011 for, inter alia, the
payment by Renaissance (now Cardinal Ghana) to Mr. Easah of a royalty equal to
3% of the Net Smelter Return for each Quarter on and from the Date of the Deed
in respect of Specified Minerals.
1.

Cardinal Resources PTY Limited (“Cardinal Resources”),

3.

Malik Mohammed Easah (“Mr. Easah”)

2.

Renaissance Gold Ghana Limited (“Renaissance”) now called Cardinal
Resources Ghana Limited (“Cardinal Ghana”)and

Date executed/Entry into
force

8 June 2011

Duration

None

Key Definitions

“GST Act” means a new Tax System (Goods and Services Tax) Act 1999 and any
regulations thereto or such other act or regulations of equivalent effect.
“Mining Act” means the New Minerals and Mining Act 703, 2006 (Ghana) and
includes any regulations promulgated under that Act.
“Net Smelter Return” means a sum which is equal to the amount calculated for
each Quarter as follows:
a.

b.

The gross proceeds of sale, taking into account Adjustments (excluding
VAT or GST) received by Renaissance(Cardinal Ghana) during a Quarter
from the sale of Minerals produced from the Tenements;
Less

the Allowable Deductions taking into account Adjustments incurred by
Renaissance (Cardinal Ghana) and Cardinal, referable to the production
of Minerals from which the gross proceeds of sale were derived.

“Prescribed Rate” means 9%.

“Related Body Corporate” has the meaning given to it in Section 9 and 50 of the
Corporations Act 2001.
“Royalty” means the royalty paid to Mr. Easah in accordance with this Deed.

“Specified Minerals” mean all gold obtained or obtainable by mining carried out
on or under the surface of the land subject to the Tenements.
“Taxable Supply” has the meaning given to it in the GST Act.

“Tenements” means:

a) the mining tenements situated in Ghana listed in the Schedule (Ndongo
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Reconnaissance Licence, Kungongo Reconnaissance Licence and Bongo
Reconnaissance Licence);

b) and any other lease, licence, claim, permit or other authority covering
the same area as the mining tenements listed in the Schedule which
confers or may confer the right to prospect, explore for or mine on that
area; and
c) any renewal, extension, modification, substitution or variation of the
titles referred to in paragraphs (a) and (b).

“VAT” means Value Added Tax levied in Ghana.
Assignability

Cardinal Resources may not cause Cardinal Ghana to sell, sublet, assign, create a
trust or otherwise dispose of all or any part of the Tenements (Assign) unless
the Assignee executes a deed of covenant in favour of Mr. Easah whereby the
Assignee covenants to be bound by and observe the provisions of the Deed to the
extent applicable to the Specified Minerals or the interest in the Specified
Minerals acquired by the Assignee.
Upon the execution of the above mentioned deed of covenant, Cardinal and
Cardinal Ghana will be released and discharged from all obligations arising out
of this Deed after the execution and delivery of that deed to the extent that the
Assignee is bound by this Deed.

Mr. Easah may only assign the whole or part of his entitlement to the Royalty or
his rights under the Deed (Sale Interest) after the Sale Interest has first been
offered to Cardinal Ghana. Cardinal Ghana shall have 30 days(Offer Period)
within which to accept the offer, which if it does not exercise will be deemed to
have rejected the offer and Mr. Easah is free to sell the Sale interest to a third
party on the same terms and conditions as that which was offered to Cardinal
Ghana within 90 days of the expiration of the Offer Period otherwise, he will not
be entitled to sell the Sale interest and must make the offer to Cardinal Ghana
again.
Termination provisions

Governing law

Dispute Resolution

Cardinal Ghana’s liability to pay Royalty to Mr. Easah under this Deed shall cease
when the last of the tenements has been transferred to a third party in
accordance with the provisions of the Deed or surrendered or otherwise
relinquished under the Mining Act.
This Deed shall be governed and construed in accordance with the laws of the
State of Western Australia. The parties also agree to submit to the non exclusive
jurisdiction of courts which hear appeals from the courts of the State of Western
Australia.

If the parties cannot resolve a dispute in relation to the amount of Royalty
payable under clause 3.3(d) within 45 business days after meeting pursuant to
clause 3.3 each party may request by notice that the dispute be resolved by an
expert to be appointed in accordance with clause 5.2.
Pursuant to clause 5.2, the expert must be a suitably qualified person, appointed
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by the Australian Institute of Mining and Metallurgy who will act as an expert
and not an arbitrator. The Commercial Arbitration Act, 1985 will apply to
determine the dispute.
The decision of the expert is binding and final.

Other material provisions

If the Expert determines that the amount paid to Mr. Easah is an overpayment,
then he must repay the difference within 20 business days of the date of the
Expert’s determination together with interest between the Royalty due and
owing and the amount paid at the Prescribed Rate. However if the Experts
determines that there is an underpayment, then the Cardinal Ghana must repay
the difference within 20 business days of the date of the Expert’s determination
together with interest on the difference between the Royalty due and owing and
the underpayment at the Prescribed Rate.

Renaissance will pay to Mr. Easah a royalty equal to 3% of the Net Smelter
Return for each Quarter on and from the Date of the Deed.
The liability to pay Royalty arises in respect of any part of the Specified Minerals
mined from the Tenements and subsequently milled or treated, notwithstanding
that operations may be undertaken by or on behalf of Renaissance or any
Related Body Corporate of Renaissance.
The Royalty must be paid quarterly in arrears within 30 Business Days after the
end of each quarter.

Cardinal Ghana is required to provide copies of all relevant documents which
quantify the amount of Specified Minerals mined from the Tenements and which
are processed for the relevant Quarter. The documents must provide certain
details set out in clause 3.1 of the Deed.

Cardinal Ghana is required to permit qualified persons engaged by Malik Easah
at his expense to access Cardinal Ghana’s premises at reasonable times to
inspect all books of account, records and samples which it is required to keep
under clause 3.2 (b). Mr, Easah may also within 30 business days after receipt of
payment of the Royalty cause an audit check of Cardinal Ghana’s calculation of
the Royalty.
If an discrepancies are found in the results of the audit, the parties undertake to
meet within 10 business days after the audit results to negotiate in good faith to
resolve the dispute.. If the dispute cannot be resolved then it is to be referred to
the Expert under clause 5.1.

Commingling

Cardinal Ghana must determine the amount of Royalty due and payable to Mr.
Easah from the Specified Minerals comingled with minerals from other
propertied or tenements.
Each party as the Recipient is liable to pay the Provider the amount equal to the
amount of any GST or VAT that the Provider (provider of Taxable Supplies) is
liable to pay on any Taxable Supply (or any taxable supply made in Ghana).
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Continuing
rights/obligations of the
Parties

Comments:

All the rights and obligations to pay Royalty to Mr. Easah continue until the
tenements are transferred in accordance with the terms of the Deed or
surrendered or relinquished pursuant to the Minerals and Mining Act, 2006, Act
703
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SUMMARY OF PURCHASE AND SALE AGREEMENT BETWEEN NEWMONT AND CARDINAL
SUBRANUM
Nature of agreement

Parties

Purchase and Sale Agreement of the Subin-Kasu Prospecting Licence dated 6
April 2012 between Newmont Ghana Gold Limited and Cardinal Resources
Subranum Limited pursuant to which Newmont has agreed to transfer and
assign to Cardinal Subranum, all of its rights to and title and interest in the
Prospecting Licence subject to the prior written approval of the Minister
pursuant to section 14 of Act 703.
4.
5.

Cardinal Resources Subranum Limited (“the Purchaser”),
Newmont Ghana Gold Limited (“the Owner”)

Date executed/Entry into
force

6 April 2012

Duration

None

Key Definitions

“Affiliate” means any person or entity that Controls or is Controlled by or under
common Control with the Purchaser.

“Allowable Deductions” means to the extent borne or to be borne by the
Purchaser A) Charges for treatment in the smelting and refining process; B)
actual costs of transportation for the Minerals to the place of sale; C) Sale, use ad
valorem, severance, net proceeds of mine and any other tax on or measured by
Minerals production; and D) royalties paid to any governmental agency or
instrumentality.

“Approval Date” means date on which the agreement is approved by the
Minister.

“Control” used as a verb means the ability, directly or indirectly through one or
more intermediaries, to direct or cause the direction of the management and
policies of such entity through (i) the legal or beneficial ownership of voting
securities or membership interests (ii) the right to appoint managers, directors
or corporate management (iii) contract (iv) operating agreement; or (v) voting
trust.
“Control” used as a noun means an interest which gives the holder the ability to
exercise any of the abovementioned powers.

“Exploration Expenditures” means all actual, direct expenditures incurred after
the date of this Agreement made by or on behalf of the Purchaser in ascertaining
the existence, location, quantity, quality or commercial value of Minerals within
the Property.
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“Government Share” means any and all amounts (other than royalties covered
by clause 5(b)(iii)(D) required to be paid by the Purchaser to the Government of
Ghana pursuant to the Mining Act, or otherwise paid in Minerals or out of the
proceeds of the sale of such Minerals.

“Minerals” mean any and all ores, metals, minerals or other products and
mineral rights of whatever kind and nature in, under or upon the surface or
subsurface of the Property to the extent covered by the provisions of the
Licence.

“Net Smelter Returns” includes (with reference to the final settlement by the
refinery for such delivery) A) with respect to gold and silver contained in such
dore or other forms of concentrate, the value of gold and silver (stated in U.S
Dollars per troy ounce of gold and silver) multiplied by the number of ounces of
gold and silver produced, less Allowable Deductions as defined; B) With respect
to all other Minerals, the value of other Minerals (stated in US Dollars), less
Allowable Deductions and less the Government Share.

“Net Smelter Returns” in the case of Minerals which are sold by the Purchaser
means A) in the case of Minerals which are sold by the Purchaser in a crude
state, the amount received by Purchaser from the purchaser of the Minerals, less
Allowable Deductions and Government Shares; B) in the case of Minerals which
are processed by or for account of Purchaser to produce concentrates or other
saleable intermediate products f.o.b the plant producing the concentrates or
other saleable intermediate products less Allowable Deductions and
Government share; and C) in all other cases, the amount received by the
Purchaser by the purchaser of the Minerals, less Allowable Deductions and the
Government Share.
“The Licence or Property”-includes the current Licence attached as Exhibit A to
the Agreement and any new or reissued licence, lease or any authorization for
mineral exploration or mining issued by the Government to the Purchaser.
“Mining Act” means Minerals and Mining Act, 2006, Act 703.

Assignability

Except as otherwise provided in this Agreement, the Purchaser may assign,
transfer, convey or otherwise dispose of its rights, interest and obligations under
this Agreement. Any option, joint venture, assignment, transfer, conveyance or
other disposition is void and unenforceable unless the proposed assignee has
first agreed in writing with the Owner to observe and be bound by all the
provisions of this Agreement.
The Owner shall have the unrestricted right in its sole and absolute discretion to
assign, transfer, convey or relinquish any of its rights or interest in respect to the
Licence or Property, including the Net Smelter Returns at any time.

If the Purchaser intends to sell, lease, assign or otherwise transfer all or any part
of its interest in the Licence or Property, it must notify the Owner. Such notice
shall identify the Offered Property. The Owner than has 30 days of receipt of the
notice within which to elect to acquire the Property under the terms and
conditions offered by the Purchaser. If the Owner elects not to acquire the
Property, the Purchaser has 120 days after within which to complete the
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transfer of the entire Offered Property to a third party. The time limit for the
transfer may be extended until the Minister grants his approval. Furthermore,
the transfer may only be made if the transferee agrees in writing to with the
Owner to assume the Purchaser’s obligations hereunder. No transfer shall
relieve the Purchaser of its obligations under this Agreement unless the Owner
agrees in writing. If the Purchaser fails to complete the transfer of the Offered
Property to the transferee within the relevant period, the Owner’s right of first
offer in the Offered Property shall be revived.

This clause applies to the Purchaser and any of its successors including Affiliates
expect in certain circumstances including (i) corporate consolidation, merger or
re organization by the Purchaser, (ii) an equity offering made by the Purchaser,
(iii) a transfer of direct or indirect Control of the Purchaser to a non- Affiliate
third party but only if the fair value of the Purchaser’s interest does not exceed
25% of the combined market value of the assets of the Purchaser and all its
Affiliates etc.

Termination provisions

Upon transfer to the Owner under Clause 3 or 4 the Agreement shall terminate
as to the transferred interest (except as otherwise expressly stated), provided
that the Purchaser shall be required to promptly reclaim all disturbance caused
by its activities in accordance with legal requirements, unless the Owner decides
to utilize such disturbances such as (drills, roads, trenches etc). In that case, the
Owner shall assume the reclamation obligation in writing and release the
Purchaser.

If upon the abandonment or termination of the Licence, the Purchaser or any
Affiliate of the Purchaser reacquires the Licence or other authorization to mine
any portion of the Property within 2 years after the effective date of the
termination or abandonment, such Licence and authorization shall be subject to
the terms of this Agreement including the obligation to pay Net Smelter Returns.
This provision may be subject to further consent from the Minister pursuant to
section 14 of Act 703
If the Purchaser decides to terminate or abandon the Licence, it shall notify the
Owner of such intent at least 60 days prior to the effective date of such
termination or abandonment. The Owner shall have 60 days to have the Licence
transferred or reissued to the Owner. Under those circumstances, the Purchaser
is required to make all payments and filings and take all actions required to
maintain the Licence in good standing until the Licence is transferred or re
issued to the Owner.
Governing law
Dispute Resolution

The Agreement shall be governed and construed in accordance with the laws of
Ghana.

Disputes resulting from, arising out of, or in connection with this Agreement of
the construction or enforcement thereof shall be resolved by binding arbitration
in Denver, Colorado U.S.A in English in accordance with the American
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Arbitration Association Rules.

For a period of at least 60 days prior to submitting a matter to arbitration, an
executive officer of each party shall attempt to resolve the dispute, failing which
either party may refer the matter to arbitration by written Notice to the other
party.
Other material provisions

•

•

Upon receipt of the Minister’s approval, the Purchaser shall deliver to
the Minister a notice of transfer of the Licence and accept the re
issuance of the Licence in the Purchaser’s name or in lieu thereof, the
Owner is required to deliver to the Minister, at the Purchaser’s request,
notice of surrender of the Licence in such a form as may be legally
required to enable the Purchaser to deliver an application to the
Minister for a new Licence in respect of the Property.

The Purchaser shall pay the Owner a total of US$ 200,000 to be paid in
the following instalments:
US$ 50,000- on or before 10 days after the Approval Date

US$ 50,000- First Anniversary of the Approval Date

•

US$ 100,000- Second Anniversary of Approval Date

The Purchaser is required to incur a total of US$ 1,000,000 on
Exploration Expenditures broken down as follows:
US$ 250,000- First Anniversary of the Approval Date

•

•

•

US$ 750,000-Second Anniversary of the Approval Date

As additional consideration for the sale of the Licence, if the Purchaser
and the Purchaser’s parent company announce a gold resource estimate
of at least one million troy ounces of gold or gold equivalent within the
Property, the Purchaser shall pay the owner the sum of US$ 50,000 in
Deferred Purchase Payments. In addition the Purchaser shall pay the
owner US$ 50,000 on each anniversary of the original announcement so
long as the Purchaser or an affiliate, including its parent company
continue to report a Gold Resource Estimate of at least one million troy
ounces of gold or gold equivalent within the Property until such time as
the Purchaser begins to pay Net Smelter Returns pursuant to clause 5 of
this Agreement.

If following the original announcement, the Purchaser or Affiliate of the
Purchaser including its parent ceases to report a Gold Resource
Estimate of at least one million ounces of gold or gold equivalent within
the Property, the Deferred Purchase Payments shall continue.
Subject to the grant of a mining lease under the Mining Act, the
Purchaser shall pay the Owner 2% of Net Smelter Returns on all
Minerals mined and removed from the Property and sold by the
Purchaser.
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•

•

•

•

•

•

Under certain circumstances, the Purchaser may, subject to the terms of
the relevant mining lease(s) comingle ores from the Property with ores
from other properties.

Net Smelter Returns shall be calculated for each calendar quarter in
which Net Smelter Returns are realized and payment due hereunder
shall be made within 30 days following the end of each such calendar
quarter. . The payment should be accompanied by a statement
computing the Net Smelter Returns and copies of all relevant settlement
sheets. The Owner shall be entitled, at its own expense to carry out an
annual independent audit if it requests an audit within 4 months after
presentation of the related end of year statement. If the audit
determines that the Purchaser underpaid the Owner by greater than 2%
during such annual period after any adjustment, the Purchaser will be
required to reimburse the Owner for its reasonable audit costs.

All Hedging Transactions are excluded from the Net Smelter Returns
calculation. All profits and losses from Hedging Transactions shall be
solely for the Purchaser’s account.
The Purchaser shall fully indemnify, defend, release and hold harmless
the Owner, its affiliates and successors, officers etc from and against all
loss, costs, penalties, expense, damage and liability arising out of or
relating to in any way to the conditions, operations or other activities,
whether known or unknown at or in connection with the Property,
including but not limited to any environmental conditions regardless of
whether such conditions were created before or after the date of this
Agreement. This provision shall survive any transfer to the Owner
under clauses 3 and 4 with respect to conditions or activities on the
property prior to the date of transfer.

The Owner shall be entitled to enter the Property to inspect any of the
Purchaser’s operations, facilities or structures at reasonable times, upon
reasonable advance notice. The Owner enters the Property at its own
risk and the Purchaser shall be held harmless against any and all loss,
costs, damage, liability and expense by reason of damage to Owner’s
property or injury to the Owner or its agents and representatives unless
such damage or injury is as a result in whole or in part of the gross
negligence of the Purchaser.
The Purchaser is solely responsible for all taxes, fees and other
payments to any governmental entity related to any approval or consent
of this Agreement to the transfer or reissue of the licence to the
Purchaser.

The terms of the Agreement are confidential and no party shall disclose
the terms to a third party without the prior written consent of the other
party. This restriction does not apply to Affiliates or any public or
private financing institution or to third parties to whom the Purchaser is
considering a transfer, sale or assignment of its interest in the Licence
etc. Such third party must agree to keep the terms of this Agreement
confidential.
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Continuing
rights/obligations of the
Continuing
rights/obligations of the
Parties

Comments:

The parties agree that subject to clause 3(b) the obligations to make Deferred
Purchase Payments shall survive this Agreement and shall apply to any
successors (including Affiliates or successor by merger).

The obligations of the parties under the Agreement shall survive the transfer or
re issuance of the Licence to the Purchaser and shall continue as valid and
enforceable obligations of the parties not withstanding termination, expiration,
or abandonment of the Licence.
A refusal by the Minister to grant consent for the transfer of the licence to
Cardinal Subranum or to grant Cardinal Subranum a licence over the Property as
envisaged under Clause 1 of the Agreement may render that provision of the
Agreement unenforceable.

The scope of the indemnity provisions in clause 7 of the agreement potentially
makes Cardinal Subranum liable to indemnify Newmont for claims or causes of
actions relating to, inter alia, the condition, operations or activities at or in
connection with the Property including environmental claims which may result
in any loss, costs etc to Newmont regardless of whether or not the circumstances
were created by Cardinal Subranum and whether or not they occurred before
the date of the Agreement.

38

SCHEDULE 7

For personal use only

KEY COMMENTS

•

•

•

•

•

•

•

•

The Minerals Commission indicates that Cardinal Ghana is in compliance its obligations under
the Reconnaissance Licences granted in respect of each of the Ndongo, Kungongo and Bongo
tenements;

Cardinal Ghana has made an application for the Ndongo Reconnaissance Licence to be converted
into a prospecting licence. The Minerals Commission has favourably recommended to the
Minister to convert the Licence subject to the payment of the consideration fee and annual
ground rent which have been paid. Act 703 requires the Minister to grant the prospecting licence
once Cardinal Ghana has materially complied with its obligations under the Ndongo
Reconnaissance Licence. According to the Minerals Commission’s report dated 11 April 2012, the
licence is in good standing and Cardinal Ghana has complied with its obligations thereunder.
Thus, to the best of our knowledge, no circumstances currently exist which would prevent the
Minister from granting the prospecting licence.

Cardinal Ghana has applied for the renewal of the Reconnaissance Licences in respect of the
Kungongo and Bongo tenements. The Minerals Commission has favourably recommended to the
Minister to renew the Licences subject to the payment of US$ 15,000.00 and the stipulated
annual ground rent in respect of each licence which have been paid. Act 703 requires the
Minister to grant the renewals once Cardinal Ghana has materially complied with its obligations
under the Licence. According to the Minerals Commission’s report dated 11 April 2012, the
Licences are in good standing and Cardinal Ghana has complied with its obligations thereunder.
Thus, to the best of our knowledge, no circumstances currently exist which would prevent the
Minister from renewing the licences. Pursuant to section 33 (6) of Act 703, Cardinal Ghana may
continue its operations pending the formal grant of the renewal.
Cardinal Resources became the controller of Cardinal Ghana pursuant to the Deed of Transfer
dated 7 September 2010 in which it acquired 90% of the Company. Cardinal Resources acquired
the remaining 10% by Deed of Transfer dated 8 June 2011.
Cardinal Resources changed its name from Pegasus Copper & Gold PTY LTD to Cardinal
Resources PTY LTD on 20 June 2011. Subsequently on 16 September 2011, the company
converted to a public company and is now known as Cardinal Resources Limited.

Cardinal Ghana changed its name from Renaissance Gold Company Limited to Cardinal Resources
Ghana Limited on 30 November 2011. It passed a special resolution to that effect on the same
date and was issued a new certificate of incorporation showing the change of name;
Cardinal Ghana has not filed annual returns since its incorporation;

The Purchase and Sale Agreement between Newmont and Cardinal Subranum requires the
consent of the Minister pursuant to section 14 of Act 703. By letter dated 24 April 2012,
Newmont applied for the approval of the Purchase and Sale Agreement pursuant to section 14 of
Act 703. The Minerals Commission sent a response dated 11 June 2012, requesting certain
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•

•

•

•

documents and information in respect of Cardinal Subranum and the payment of the required
consideration fee prior to making a recommendation to the Minister.

It is the Minerals Commission’s practice to accept applications for such consent from the current
holder of the mineral right. However we note that the Purchase and Sale Agreement places the
responsibility of obtaining such consent on both parties.

The Subin-Kasu Prospecting Licence expired on 21 July 2012. By letter dated 16 July 2012
Newmont applied for an extension of the term of the Subin-Kasu Prospecting Licence.

Stamp duty has been paid in respect of the Subin-Kasu Prospecting Licence Agreement and we
understand that Newmont has initiated the process to register the Licence at the Lands Registry
pursuant to the Land Registry Act, 1962, (Act 122). 16
The EPA permit for the Subin-Kasu concession has been approved subject to the payment of GHS
7,200 which has been paid. We understand from Newmont that the permit is yet to be issued.

16

Land Registry Act, 1962, (Act 122)

Under the Land Registry Act, 1962, (Act 122) no instrument executed after the commencement of the law apart from a
will or judge’s certificate shall be of any effect until it is registered.

Act 122 provides that such registration constitutes actual notice of the instrument and the fact of registration to all
persons and for all purposes as from the date of registration unless otherwise provided by any enactment.

An instrument or interest in land may be registered notwithstanding that the prior instrument or interest in land from
which the instrument or interest is derived has not been registered. However, the Chief Registrar of Lands is empowered
to require the grantor to register an instrument preceding the instrument presented for registration. The Registrar may
accept, where this power is exercised, documentary evidence of the prior instrument if the grantor can establish that it
exists but that it is not in his possession or control.
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5.1

Assumptions
In issuing this opinion:

(a)

(b)
(c)
(d)
5.2

We have made appropriate searches of the relevant registries including the
Minerals Commission, the High Court, Bolgatanga, High Court, Kumasi, the
Collateral Registry of the Bank of Ghana and the Registrar General’s Department.
We have examined all relevant documents provided to us. We have not
examined any records of any governmental authorisations or orders, certificates
of public officials or of representatives of the parties or any other documents not
stated below, and our opinion is qualified in that regard.
Insofar as we examined originals, we assume that the signatures are genuine and
in respect of copies of such originals we assume that such copies are true and
accurate copies of the original documents.

After due enquiry, we are not aware of any material adverse change has taken
place since the execution of the documents listed in this opinion, which would
affect, undermine or otherwise alter their validity.

Where indicated in the Report, “to the best of our knowledge” indicates that no
independent sources of information were reviewed or came to our attention
indicating a contrary finding.

Qualifications

(a)

(b)

(c)

(d)
(e)

The obligations of the Companies to any contractual document to which either of them is
a party will not necessarily be enforceable and/or enforced by the courts in all
circumstances in accordance with its terms and/or additional terms may be imposed by
the courts.

We have not investigated and, except as expressly stated in this Report, make no
comment in relation to the Companies in connection with accounting or financial
matters, intellectual property and IT matters and company secretarial or administrative
matters.

We have at all times during the course of our investigations relied on the material
provided by the Companies and their advisors and from our searches and enquiries
detailed in 1.4 above. Except to the extent expressly stated in this Report, we have not
verified any information provided by Cardinal Resources, the Companies or their
advisors.

This report reflects the information provided in the search reports of the Minerals
Commission, Registrar General’s Department and the High Courts as at the date of the
respective search report.
This Report is limited to the Ghanaian laws of general application at the date of this
opinion and is given on the basis that it will be governed by, and construed in accordance
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(f)

(g)

with, the laws of Ghana. We have made no investigation of, and do not express or imply
any views on, the laws of any other country or jurisdiction other than those of Ghana.

We have not conducted a physical due diligence on the tenements.

We do not undertake to update this Report unless specifically requested to do so.

42

Ridge Resources Ltd

Lodge your vote:

ABN 56 147 325 620

 By Mail:

T 000001

000

Alternatively you can fax your form to
(within Australia) 08 9481 5142
(outside Australia) +61 3 9481 5142

RID

MR SAM SAMPLE
FLAT 123
123 SAMPLE STREET
THE SAMPLE HILL
SAMPLE ESTATE
SAMPLEVILLE VIC 3030

*L000001*

For personal use only

The Secretary
Ridge Resources Ltd
52 Ord Street
West Perth WA 6005

For all enquiries call:
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000

Proxy Form
 For your vote to be effective it must be received by 10:00am (WST) Friday 16 November 2012

How to Vote on Items of Business

Signing Instructions

All your securities will be voted in accordance with your directions.

Appointment of Proxy
Voting 100% of your holding: Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote as they choose. If you mark
more than one box on an item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy: You are entitled to appoint up to two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.
A proxy need not be a securityholder of the Company.

Individual: Where the holding is in one name, the securityholder
must sign.
Joint Holding: Where the holding is in more than one name, all of
the securityholders should sign.
Power of Attorney: If you have not already lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you return it.
Companies: Where the company has a Sole Director who is also the
Sole Company Secretary, this form must be signed by that person. If
the company (pursuant to section 204A of the Corporations Act
2001) does not have a Company Secretary, a Sole Director can also
sign alone. Otherwise this form must be signed by a Director jointly
with either another Director or a Company Secretary. Please sign in
the appropriate place to indicate the office held. Delete titles as
applicable.

Attending the Meeting
Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate “Certificate of Appointment of Corporate
Representative” prior to admission. A form of the certificate may be
obtained from Computershare or online at www.investorcentre.com
under the information tab, "Downloadable Forms".
Comments & Questions: If you have any comments or questions
for the company, please write them on a separate sheet of paper and
return with this form.

Turn over to complete the form 



View the annual report 24 hours a day, 7 days a week:

www.investorcentre.com
Your secure access information is:

To review or update your securityholding:

SRN/HIN: I9999999999

www.investorcentre.com


PLEASE NOTE: For security reasons it is important that you keep your
SRN/HIN confidential.
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Change of address. If incorrect,
mark this box and make the
correction in the space to the left.
Securityholders sponsored by a
broker (reference number
commences with ’X’) should advise
your broker of any changes.

Proxy Form
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Appoint a Proxy to Vote on Your Behalf
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XX

I/We being a member/s of Ridge Resources Ltd hereby appoint

 PLEASE NOTE: Leave this box blank if

the Chairman
of the Meeting OR

you have selected the Chairman of the
Meeting. Do not insert your own name(s).

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy
to act generally at the Meeting on my/our behalf and to vote in accordance with the following directions (or if no directions have been given, and
to the extent permitted by law, as the proxy sees fit) at the Annual General Meeting of Ridge Resources Ltd to be held at The Boulevard Centre,
99 The Boulevard, Floreat, Western Australia on Monday, 19 November 2012 at 10:00am (WST) and at any adjournment or postponement of
that Meeting.
Chairman authorised to exercise undirected proxies on remuneration related resolutions: Where I/we have appointed the Chairman of
the Meeting as my/our proxy (or the Chairman becomes my/our proxy by default), I/we expressly authorise the Chairman to exercise my/our
proxy on Items 1 and 4 (except where I/we have indicated a different voting intention below) even though Items 1 and 4 are connected directly
or indirectly with the remuneration of a member of key management personnel, which includes the Chairman.
Important Note: For Item 4, this express authority is also subject to you marking the box in the section below.
If the Chairman of the Meeting is (or becomes) your proxy you can direct the Chairman to vote for or against or abstain from voting on Items 1
and 4 by marking the appropriate box in step 2 below.
Important for Item 4: If the Chairman of the Meeting is your proxy and you have not directed the Chairman how to vote on Item 4 below, please
mark the box in this section. If you do not mark this box and you have not otherwise directed your proxy how to vote on Item 4, the Chairman of
the Meeting will not cast your votes on Item 4 and your votes will not be counted in computing the required majority if a poll is called on this item.
The Chairman of the Meeting intends to vote undirected proxies in favour of Item 4 of business.
I/We acknowledge that the Chairman of the Meeting may exercise my/our proxy even if the Chairman has an interest in the outcome of
Item 4 and that votes cast by the Chairman, other than as proxy holder, would be disregarded because of that interest.

STEP 2

PLEASE NOTE: If you mark the Abstain box for an item, you are directing your proxy not to vote on your
Items of Business  behalf on a show of hands or a poll and your votes will not be counted in computing the required majority.
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Resolution 11

Election of Mr
Marcus Michael

Resolution 12

Election of Mr Malik
Easah

Resolution 13

Change of Name
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The Chairman of the Meeting intends to vote all available proxies in favour of each item of business.

SIGN

Signature of Securityholder(s)

Individual or Securityholder 1

Sole Director and Sole Company Secretary

This section must be completed.

Securityholder 2

Director

Director/Company Secretary
Contact
Daytime
Telephone

Contact
Name
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Securityholder 3

999999A

Date
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