
 

 1

 

Gold Summit Corporation – GSM:TSX C$$0.60 
Drilling Update – Initial Resource Estimate at Monte Cristo Possible by Q4/5. 
Gorden Glenn, P. Geol.  416-864-2607 gglenn@mcfarlanegordon.com May 2, 2005 
Garnet Salmon 416-864-2634 gsalmon@mcfarlanegordon.com 

Stock Rating: Speculative Buy 
Target Price: C$1.60 
 
C$mm 
Yr end Dec 31 
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Gold Sales (000 oz) n/a n/a n/a 
Total Cash Costs ($/oz) n/a n/a n/a 
Revenue ($ mm) n/a n/a n/a 
EBITDA n/a n/a n/a 
EPS pro forma n/a n/a n/a 
P/E n/a n/a n/a 
    

Projected Return   166% 
Shares o/s basic   25.3 
Shares o/s f.d.   37.4 
Market Capitalization (basic)   $15.3 
52 week high/low  $0.80 / $0.12 
Balance sheet – As of March 2005:   
Cash    $2.5 
Debt   $0.0 

Gold Summit Corporation is a junior exploration 
company focused on gold and silver projects in Nevada. 
The company has developed a portfolio of very 
prospective grass roots and more advanced projects, 
with many that exhibit the potential to host high-grade 
gold-silver vein systems. 
 
The Company’s Monte Cristo project in southwestern 
Nevada may host a high grade gold epithermal vein/vein 
breccias system.  

All dollar figures in this report are expressed in US$ unless otherwise indicated. 
 

Developments 
We recently toured Gold Summit’s Monte Cristo property located in the Walker Lane gold trend of western Nevada.  
Drilling is ongoing with 3 drills (2 diamond drills and 1 reverse circulation) as part of a planned 25 hole, $1.2 million 
budget Phase 2 drill program at Monte Cristo.   

Thus far, gold mineralization has been encountered over an area of about 350 meters x 350 meters and the 
vein/vein breccia remains open in all directions.  There is however evidence of high angle faulting that could disrupt 
the lateral continuity of the mineralized vein making it more difficult to intersect along strike.   

Drilling down dip continues to intersect vein/vein breccia intersections. On our site visit, hole MCC-30 
intersected over 20 feet of prospective oxidised vein/vein breccia at a depth of about 900 feet and recently 
completed hole MCC-28 intersected 15 feet of vein/vein breccia.  Assays are pending. 
Despite the likelihood that late, high angle faulting will affect the lateral continuity of the McLean Vein system the vertical 
continuity remains especially strong and we continue to believe that the Monte Cristo property could potentially host a 
high grade resource of between 0.5 and 1.0 million ounces. 
We are maintaining our Speculative Buy recommendation and target price of C$1.60 per pro forma in-the-
money-warrants (ITMW) diluted share.  GSM is a well-financed junior exploration company with a strong management 
team and an attractive portfolio of early-stage, high-grade exploration projects in Nevada.  In addition to the flag ship 
Monte Cristo project it is exploring several other projects with drill ready targets. 
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Comments 
Monte Cristo Drilling has tested only a portion of the property 
Early drill results from Monte Cristo indicate the company has identified a high grade epithermal system present 
immediately down dip from the past producing McLean Pit.  The McLean Pit produced a small amount of gold in the late 
eighties from a low grade gold resource (about 300,000 tons grading 0.07 ounces per ton) from one area of a laterally 
extensive alteration system present on the Monte Cristo property.  Surface alteration consists of extensive areas of 
pyropilized volcanics with localized zones of more intense chalcedonic-jarositic-alunite alteration typical of what is 
evident at high levels in a epithermal gold mineralized system. 

The identification of an extensive alteration system along trend from high grade gold and silver intercepts is a positive 
development and only serves to highlight the potential of the Monte Cristo property. 

Figure 1: Monte Cristo Property Alteration 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Gold Summit 

Deep step-out drilling down dip on the McLean Vein system continues to intersect significant widths of vein/vein breccia. 
On our site visit, hole MCC-30 located approximately 100 meters or about 300 feet down dip of high grade intersection 
MCC 12 (3 feet grading 2.02 ounces per tonne) intersected about 20 feet of prospective vein/vein breccia at a down hole 
depth of about 900 feet.  The vein was extensively oxidised and exhibited late stage millimeter scale quartz veining 
overprinting the more massive quartz-carbonate material the makes up the majority of the vein/vein breccia.  Another 



 

 3

recently completed hole MCC-28 located a further 300 feet to the north of MCC-30 and a further 100 feet down dip 
intersected 15 feet of similar vein/vein breccia at a hole depth of over 1000 feet. 

Both holes confirm the down dip extents of the vein/vein breccia with assays expected in early May.   
Drilling continues with hole MCC-32, the deepest down dip hole yet that is currently in progress.  Should these 
deep, step out holes intersect significant gold and silver mineralization they could extend the mineralized  
vein/vein breccia system further down-dip and positively impact our preliminary resource estimate range of 0.5 to 1.0 
million ounces. 

 

Comparisons to the famous Comstock Lode are warranted 
The Comstock lode was reportedly one of the richest gold-silver vein districts in Nevada.  Located about 40 miles 
southeast of Reno in the Walker Lane trend of southwestern Nevada, the Comstock actually consisted of over 20 
separate deposits of high grade gold and silver mineralization focused on a major structural trend over a strike length of 
10,000 feet.  The gold district operated principally between 1860 and 1880 and produced over 8.2 million ounces of gold 
and 192 million ounces of silver.  The largest single orebody was the Con Virginia which alone produced more than 2.9 
million ounces of gold and 61 million ounces of silver or about one third of total reported Comstock production.  

Monte Cristo exhibits many similarities to the Comstock; the key similarity being gold grade.  Thus far, several holes 
have returned multi-ounce gold grades over mineable widths.  Bonanza silver grades have also been encountered, 
although with less frequency. 

Monte Cristo lies 200 km southeast of the Comstock Lode and is hosted by a similar package of andesite volcanics 
interpreted to be of the same age and composition as those that host the Comstock. 

Surface alteration at Monte Cristo can be traced over a strike length of 10,000 feet to the south of the McLean Pit and is 
evidence that the epithermal system that generated high grade gold zone currently being evaluated by Gold Summit is 
active elsewhere on the property.  Only limited drilling has occurred on these other alteration zones.  Gold Summit’s 
discovery down dip of the McLean pit and growing understanding of the epithermal system will play an important role in 
future exploration along this trend.  We believe the extensive high level alteration along this trend offer excellent 
exploration targets and highlight the “District Scale” potential evident at Monte Cristo. 
 

Monte Cristo also Comparable to Hollister Block Joint Venture 
Our recent site visit confirmed our view that the McClean Vein system is also comparable to another more recent high-
grade epithermal vein discovery currently being developed in Nevada; namely the Clementine and Gwenivere Veins 
being developed on the Hollister Block Development Joint Venture by Great Basin Gold (GBG:TSX) and Hecla Mining 
(HL:NY, operator). 
 
Although considerably more advanced than Monte Cristo (Hecla is spending US$22 million as part of an underground 
exploration/development program to earn 50% of the HBD JV), we note that the gold/silver grades and thicknesses 
identified at the Hollister Block (tenor and variability) are comparable to Monte Cristo.  The current inferred resource on 
the Hollister Block is 719,000 tons grading 1.238 opt gold and 7.0 opt silver, containing 926,000 ounces of gold and 5.03 
million ounces of silver. 
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Figure 2: Clementine Vein Long Sections 

  

 
Source: Great Basin Gold 

 
There is also clear evidence of high angle structures controlling lateral continuity of vein system/mineralization at 
Hollister.  We observed several high angle faults with normal and reverse displacement at Monte Cristo.  Figure 3 below 
is a photo taken in the McClean pit where propyletized volcanics originally located higher up in the stratigraphic section 
(the lighter colour rocks) have been down dropped and are now adjacent to oxidized and more strongly altered volcanics 
that host the McLean Vein system. 
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Figure 3: McLean Pit Faulting 

 
Source: MGI 

 
Speculation and Resource Expansion will Drive Valuation 
We continue to believe that the Monte Cristo property has the potential to host a small high grade gold resource. Our 
“back-of-the-envelope” estimate for a potential resource of between 0.5 to 1.0 million ounces remains unchanged.  That 
said, a considerable amount of drilling will be required over the next few months to delineate/confirm the lateral continuity 
and down dip extents of the current discovery area.   

Our recent site tour also confirmed the “District Scale” potential of the Monte Cristo property with over 10,000 feet of 
relatively unexplored high level epithermal alteration evident along strike from the Mclean Pit. 

In Figure 4 we have highlighted the potential valuation that can be derived by applying a gold multiple of $50 per 
resource ounce to a potential resource of between 0.3 to 1.0 million ounces.  Taking into account dilution for ITMW 
suggests a potential valuation in the range of between C$0.79 and C$2.09 per pro forma ITMW diluted share. 

Figure 4: Valuation Matrix 

MGI Preliminary Resource Estimate (mm oz) 0.30 0.50 0.75 1.0 
Suggested Market Multiple @ US$50/oz 50.00 50.00 50.00 50.00 
Implied Market Valuation C$ mm 18.75 31.25 46.88 62.50 
Current shares outstanding 25.3 25.3 25.3 25.3 
In-the-money Warrants (ITMW) 8.5 8.5 8.5 8.5 
ITMW Diluted Shares Outstanding 33.8 33.8 33.8 33.8 
  Incl. 1.5  
Potential Market Valuation (C$/sh) $0.55 $0.92 $1.39 $1.85 
ITMW Cash (C$/sh) $0.24 $0.24 $0.24 $0.24 
Potential Valuation (C$/sh) $0.79 $1.16 $1.63 $2.09 

Source: MGI Estimates 
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Summary and Recommendation 
Our site visit confirmed our view that the company has identified a new gold-silver rich epithermal system with “District 
Scale” potential at Monte Cristo.  These are early days however and considerable amount of drilling will be required to 
establish lateral continuity of the system and to establish an independently calculated resource base (possibly before the 
end of 2005).   

Despite the early-stage we estimate Monte Cristo has the potential to host a gold resource on the order of 0.5 to 1.0 
million ounces.  Applying a gold market multiple of $50 per ounce would suggest a potential valuation between C$1.16 
per pro forma ITMW diluted share and C$2.09 per pro forma ITMW diluted share.  As such, we are maintaining our 
Speculative Buy recommendation and target price to C$1.60 per pro forma ITMW diluted share. 

Our target price is supported by our estimated potential market valuation of C$1.63 per pro forma ITMW diluted share 
should the company identify a resource on the order of 0.75 million ounces.  
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McFarlane Gordon Rating System 
BUY - The stock is expected to outperform the analyst’s coverage universe over the next 12 months. 
SPECULATIVE BUY - Rating applies to certain situations where a significant potential return to McFarlane Gordon’s target price exists contingent on 
the company reaching important financial/production goals. 
HOLD - The stock is projected to perform in line with the analyst’s coverage universe over the next 12 months. 
SELL - The stock is expected to underperform the analyst’s coverage universe over the next 12 months. 
UNDER REVIEW – Pending additional review and or information. No rating presently assigned.  
 
Equity Research Disclosures 
1. Within the last 12 months, McFarlane Gordon has received compensation for investment banking services with respect to the securities of the 

issuer. 
2. McFarlane Gordon expects to receive or intends to seek compensation for investment banking services from the issuer covered in this report 

within the next three months. 
3. The analyst has visited the issuers Monte Cristo property in Nevada. No payment or reimbursement was received from the issuer for the 

associated travel costs. 
4. As of the month end immediately before the date of this report, or the prior month end if publication is within 10 days following a month end, 

McFarlane Gordon beneficially owned 1% or more of any class of equity securities of the issuer. 
 
General Disclosures 
The information and opinions contained in this report were prepared by McFarlane Gordon. McFarlane Gordon is a wholly-owned subsidiary of Jovian 
Capital Corporation, a TSX listed company and is an affiliate as such. The reader should assume that McFarlane Gordon may have a conflict of interest 
and should not rely solely on this report in evaluating whether or not to buy or sell the securities of the issuer discussed herein. 
The opinions, estimates and projections contained in this report are those of McFarlane Gordon as of the date of this report and are subject to change 
without notice. McFarlane Gordon endeavours to ensure that the contents have been compiled or derived from sources that we believe to be reliable 
and contain information and opinions that are accurate and complete. However, McFarlane Gordon makes no representations or warranty, express or 
implied, in respect thereof, takes no responsibility for any errors and omissions contained herein and accepts no liability whatsoever for any loss arising 
from any use of, or reliance on, this report or its contents. Information may be available to McFarlane Gordon this is not reflected in this report. This 
report is not to be construed as an offer or solicitation to buy or sell any security. 
 
Conflicts of Interest 
The research analyst and or associated who prepared this report are compensated based upon (among other factors) the overall profitability of 
McFarlane Gordon, which may include the profitability of investment banking and related services. In the normal course of its business, McFarlane 
Gordon may provide financial advisory and or investment banking services for the issuers mention in this report in return for remuneration and might 
seek to become engaged for such services from any of such issuers in this report within the next three months. McFarlane Gordon may buy from or sell 
to customers the securities of issuers mentioned in this report on a principal basis. McFarlane Gordon and or their respective officers, directors or 
employees may from time to time acquire, hold or sell securities discussed herein, or in related securities or in options, futures or other derivative 
instruments based thereon. 
 
Analyst’s Certification 
Each McFarlane Gordon research analyst whose name appears on the front page of this research report hereby certifies that (i) the recommendations 
and opinions expressed in the research report accurately reflect the research analyst’s personal views about the issuer and securities that are the 
subject of this report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) no part of the 
research analyst’s compensation was, is, or will be directly or indirectly, related to the specific recommendations or views expressed by such research 
analyst in this report. 
 
Analyst’s Ethics 
As a condition of employment, analysts are required to adhere to the Code of Ethics and Standards of Professional Conduct of the Association for 
Investment Management and Research (CFA Institute, formerly ‘AIMR’) 
 
Analyst Trading 
McFarlane Gordon permits analysts to own and trade in the securities and or the derivates of the issuer under their research coverage, subject to the 
following restrictions. No trades can be executed in anticipation of coverage for a period of 30 days prior to the issuance of the report and 5 days after 
the dissemination of the report to our clients. For a change in recommendation, no trading is allowed for a period of 24 hours after the dissemination of 
such information to our clients. A transaction against an analyst’s recommendation can only be executed for a reason unrelated to the outlook of the 
stock for the issuer and with the prior approval of the Director of Research and the Chief Compliance Officer. 
 
Dissemination of Research 
McFarlane Gordon uses it best efforts to disseminate its equity research to all clients on a timely and effective basis in electronic form, via fax or mail. 
Please contact your McFarlane Gordon sales or trading representative for more information. For Canadian Residents: This report has been approved 
by McFarlane Gordon which accepts responsibility for this report and its dissemination in Canada. Canadian clients wishing to effect transactions in any 
such issuer discussed should do so through a qualified salesperson of McFarlane Gordon in their particular jurisdiction.  
 
Copyright 
All rights reserved. All material presented in this document may not be reproduced in whole or in part, or further published or distributed or referred to in 
any manner whatsoever, nor may the information, opinions or conclusions contained in it be referred to without in each case the prior express written 
consent of McFarlane Gordon Inc. 


