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How Ariana Resources turned a £5 idea into £50
million
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Price:

£50.27 m

Market Cap:

"Figuring out how to turn a £5 idea into a company worth about £50mln" - this
is how Kerim Sener describes the process of transforming Ariana Resources
(LON:AAU) from an upstart explorer into a gold producer over the last eighteen
years.
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There's been little stopping Ariana after it kicked off production at its first gold
mine, Kiziltepe in western Turkey, four years ago.
As at end-2020 the mine had produced a total of 84,200 ounces of gold and
915,233 ounces of silver, recording US$134 mln in revenue since operations
commenced in early 2017.

Share Information

But Ariana is now spreading its wings, with plans to open at least two more
mines in Turkey (Tavsan and Salinbas), as well as expand its interests into
Cyprus, through its Venus Minerals Ltd earn-in.
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"Following the conclusion of our recent deal with Ozaltin Holding A.S. and
Proccea Construction Co. in Turkey, we're now sitting on over £25mln in cash,
and we are now planning to grow our market capitalisation another tenfold,"
says Kerim.
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Company Synopsis:
Ariana Resources plc is an AIM-listed goldsilver
exploration
and
development
company&nbsp;with operations in Turkey. It
has a proven strategy of identifying and
developing
mineral
resources
and
advancing them to production through joint
ventures.

So, how did it all go right?

A shot at gold
It began eighteen years ago, with Kerim and his father driving 25,000km
around Turkey in a second-hand car and sampling the ground for gold.
During 2004, they were surveying an area of hydrothermal alteration in volcanic
rocks in western Turkey. The area had been broadly identified as having
potential for gold by Kerim when he was reviewing satellite imagery and other
remote-sensing data during his PhD in geology at the University of Western
Australia a year earlier.
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At first, they were discouraged by generally low-grade gold samples, but things quickly turned around when they caught
wind of a local rumour that the world's largest gold miner, Newmont, had recently drilled a series of gold-bearing veins
in an area to the north of the location they had been sampling, an area known as Kiziltepe. Ariana then discovered that
Newmont was looking to sell all of its vein-type gold deposits worldwide, apart from Waihi in New Zealand.
Ariana was in the right place at the right time, and wasted no time in buying the Kiziltepe project from Newmont in early
2005, for US$400,000 plus a royalty. This became the listing asset for Ariana, which completed its IPO in 2005, raising
just £1.2mln.

Golden opportunity
The probability of discovering a gold deposit capable of becoming a mine is incredibly low. Estimates suggest that one
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out of a thousand exploration targets becomes a prospect. Out of those, only one in a hundred goes on to become a
mine.
From the start, and despite these odds, Kerim explains that there was a "resolute focus" on making Kiziltepe a success.
And when it came to considering the possibility that Kiziltepe might fail, Kerim says his and the team's motto was
always: "Plan B is to make sure that Plan A works".
A huge part of this tenacity came from selecting the right partners. In 2009, the first ore was mined from Kiziltepe and
trucked on a trial basis to a processing plant located about 200km away. Following this first successful gold production,
Ariana had considered signing an offtake agreement with the owners of the plant to fast-track the mine to production.
Ariana eventually decided against this course of action because it was clear that the relationship with the potential
partner "wouldn't have worked" in the long-run.
However, it was during these negotiations that Ariana met the principals of a Turkish-owned company called Proccea
Construction Co., who had designed and built part of the process plant. During the following year, Ariana and Proccea
went on to strike up a joint venture , called Zenit Madencilik San. ve Tic. A.S.
"It seemed to be a marriage that made sense" Kerim says. The partners both realised they shared "a common vision to
create a mining entity in Turkey".
Ariana brought the geological expertise, and Proccea the capital and capacity to design, build, and operate a
processing plant.
"Both partners throughout were completely committed to making it happen, come hell or high water," he says.

Follow the deposit
Even with all the will in the world, the road to gold production is perilous.
Kerim says that mining companies don't always recognise that the "number one risk" to their project is the local
community.
He explains: "You can't choose where your mine is going to be, nature just puts the deposit where it is, and you go
wherever that is."
"It doesn't matter how good your mineral deposit is, it doesn't matter how many millions of ounces it is or what grade it
is, because if you don't have the local community on your side, then your project will never happen and it is effectively
worth nothing."
As an example of this, the Ro?ia Montan? deposit in Romania has still not been developed, despite its potential to be
one of the largest gold mines in Europe. Over a decade was spent by Canadian miner Gabriel Resources as it warred
with Romanian authorities over permits, and residents refused to sell their houses.
Kerim says there's a "tendency among mining companies to come in with a robust approach to local issues, which
usually doesn't go down well with the community".

Local partners
"The easy bit for a geologist is to take rock samples from the ground, and possibly do a bit of drilling, but then there are
a whole series of things that are almost entirely out of your control."
Kerim says that Ariana itself "nearly came unstuck" between 2012 and 2015 when three years of permitting delays
meant the company could not complete its feasibility study to go ahead with the Kiziltepe mine. During those years it
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was touch and go before Ariana finally received its forestry permits for construction in 2015.
At approximately the same time, Ariana was seeking a US$30mln loan in order to build the Kiziltepe processing plant,
but was not offered one with viable interest rates from a foreign bank.
This is because Turkey was being perceived as risky, based on the threat of terrorism and political uncertainty, which
Kerim says were "not entirely fair given that terrorism is a global phenomenon".
In the end, with its partner Proccea Construction Co. Ariana reached a financing agreement with Turkiye Finans Katilim
Bankasi A.S. in 2014, which provided a loan at an effective 7.5% interest per annum over a five-year term.
So, it came right in the end for Ariana.
For this, Kerim credits the fifteen years the company spent building relationships within the local community around
Kiziltepe, during which time the site team had stayed largely the same, such that "the community had always seen the
same faces".
Furthermore, Kerim and his wife moved to the local town shortly after getting married, in order to help drive the project
forward during the early years and to become embedded in the local community.
More than just partnering with a Turkish firm on the project, Kerim is himself half-Turkish and able to speak the
language. This, he says, allowed him to "get things done" in Turkey, giving him a better understanding of cultural
sensitivities that other companies might have ended up bulldozing over.
As further evidence of this, Kerim has been instrumental in completing a three-way joint venture between Proccea and
a new partner, Ozaltin Holding A.S. a major Turkish construction firm.
Ozaltin has now acquired 53% of the original joint venture with Proccea and the previously wholly-owned Salinbas
project for US$55mln, in addition to a further US$8mln cash injection to bring the Salinbas project through feasibility.
To summarise the new joint venture and its positive impact for shareholders, Kerim states that "Ozaltin has committed
US$63mln for about half of a JV we only owned half of previously, with the addition of Salinbas, valuing our projects in
Turkey at about US$130mln."
Put another way, Ariana was valued at £50mln prior to completion of the joint venture, and now holds about half of its
market capitalisation in cash and still retains about a half of its joint venture holding.
Kerim says the new partnership "creates a formidable exploration, development and production group focused on
Turkey".
Kiziltepe is, in the end, almost a fully Turkish project.

Next steps
Looking ahead, Kerim draws attention to the "war chest" of the company of over £25mln, which he is planning to utilise
in part to reward long-term shareholders with a substantial special dividend, with the remaining funds earmarked to
develop the company strategy to target a further ten-fold multiplication in market capitalisation within the next decade.
"I remember vividly that, ten years ago, I outlined a plan to our shareholders at an AGM presentation to achieve a
market capitalisation of £50mln for the business within ten years. At the time our market capitalisation was about £5mln
and we had only recently emerged from the Global Financial Crisis. In many ways that was a tougher position to start
from and I now see no obstacles to achieving our next target by 2030 and I encourage our shareholders to support this
vision."
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Plans include increasing gold production in Turkey to 50,000 ounces per annum, as the joint venture expands it
resource base and production capacity.
Next, Ariana is expecting its Tavsan mine to begin producing, with a feasibility study and its associated Environmental
Impact Assessment (EIA) to conclude in 2021. This is expected to be followed in a few years by the Salinbas project.
Kerim is also developing interests in other jurisdictions and is working up a strategy which will leverage the expertise
and credibility of the Ariana team, built up over many years, to advance new project opportunities.
Given his location in Perth, Western Australia, the company is perhaps even better poised to act on new project
opportunities, given the highly dynamic, deal-driven and globally oriented mining sector in Australia and the business-asusual situation in the country.
And judging by the past eighteen years, Ariana is keeping its eyes firmly on the prize and as Kerim says "focused on
turning the possible into reality".
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813
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No investment advice
The above has been published by Proactive Investors Limited (the "Company") on its website and is made available subject to the terms and conditions of use
of its website (see T&C ).
The Company is regulated and authorised by the Financial Conduct Authority ("FCA") under firm registration number 559082.
All information used in the preparation of this communication has been compiled from publicly available sources that we believe to be reliable,
however, we cannot, and do not, guarantee the accuracy or completeness of this communication.
This communication is intended for information purposes only and does not constitute an offer, recommendation, solicitation, inducement or an
invitation by, or on behalf of, the Company or any affiliates to make any investments whatsoever. Opinions of and commentary by the authors reflect their
current views, but not necessarily of the Company, its affiliates or any other third party. Services and/or products mentioned in this communication may not be
suitable for all recipients and may not be available in all countries.
This communication has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Before
entering into any transaction, investors should consider the suitability of the transaction to their individual circumstance and objectives. Any investment or other
decision should only be made by an investor after a thorough reading of the relevant product term sheet, subscription agreement, information memorandum,
prospectus or other offering document relating to the issue of securities or other financial instruments.
Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that any investment or strategy is
suitable or appropriate for individual circumstances or otherwise constitutes a personal recommendation for any specific investor. The Company recommends
that investors independently assess with an appropriately qualified professional adviser, the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences.
Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future performance. The
investor may not get back the amount invested or may be required to pay more.
Although the information and data in this communication are obtained from sources believed to be reliable, no representation is made that such
information is accurate or complete. The Company, its affiliates and subsidiaries do not accept liability for loss arising from the use of this communication. This
communication is not directed to any person in any jurisdiction where, by reason of that person's nationality, residence or otherwise, such communications are
prohibited. This communication may contain information obtained from third parties, including ratings from rating agencies such as Standard & Poor's,
Moody's, Fitch and other similar rating agencies. Reproduction and distribution of third-party content in any form is prohibited except with the prior written
consent of the related third-party. Credit ratings are statements of opinion and are not statements of fact or recommendations to purchase, hold or sell
securities. Such credit ratings do not address the market value of securities or the suitability of securities for investment purposes, and should not be relied
upon as investment advice.
Where this communication constitutes a financial promotion issued in the UK that is not exempt under the Financial Services and Markets Act
2000 or the Orders made thereunder or the rules of the FCA, it is issued or approved for distribution in the UK by Proactive Investors Limited. Persons dealing
with the Company or its affiliates outside the UK are not covered by the rules and regulations made for the protection of investors in the UK.
In addition to generating its own content, the Company publishes various reports, articles and communications on the Site that are prepared by
third party customers discussing various financial products and investments. Such reports, articles and communications have not been approved by the
Company or any other authorised person and, to the extent such communications constitute financial promotions, the Company relies upon the application of
the Journalist Exemption. The Company derives commissions or fees from such third parties when customers invest in the financial products promoted by
such
reports,
articles
and
communications.
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