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Equity Research BUY Operational delivery highlights further potential

Ariana, a long-time favourite of ours in the small-cap Gold mining sector, continues
to deliver as expected. Despite the considerable re-rating seen in the shares since
Share Price: 5.10p March, we continue to believe that Ariana offers an exciting opportunity for
investors to gain exposure to a profitable, cash generative Gold producer with an

Target Price: 6.73p (4.67p)

Key Data attractive exploration pipeline.

Market Cap £54m

DS Mining 14,148 » Q2 Operational update — Ariana’s Q2 Operational update confirmed the previously
Sector Mining reported production rate of 4,6790z and the positive impact of higher precious metal
Stock Codes ARNR.L/ AAU LN prices in the period. Due to Silver credits, Ariana realised average revenues per Gold

ounce produced of $2,116/0z, materially higher than the average Gold price of
$1,717/0z for the period. Kiziltepe retains its highly attractive cost profile with

Last Published Research: 9 July 2020 . . .
operating costs in the period of $492/oz, notably below our $623/0z forecast

for FY2020.

Absolute & Relative Performance » Model updated — In addition to revising our commodity price forecasts for gold
5o exploration assets and incorporating the company’s Q2 production results, we have
o F undertaken a review of the Ariana portfolio. Using a 10% discount rate, we estimate
o »N‘{ that Ariana is currently trading on a P/NAV of 0.55x, which compares to >1.0x typical
5 ,;"” for large-cap peers and to 0.60x in our last quarterly publication. This discount to our
W"‘W ¥ normalised intuitive multiple of 1.0x NAV (assuming our NPV estimates incorporate
the changes in production, future production efficiencies and any change in costs)

ASONDJFMAMJIJASONDJFMAMUIJA

looks anomalous given the low-cost nature of the operations at Kiziltepe and the
potential for incrementally high-margin production growth. Further supporting our
positive view is that, at our 10% cost of capital, the long-term price of Gold to justify
the current equity valuation is ~$1,200/0z.

— Absolute
— Relative to DS Mining

Source Datastream

Investment Research . . s .
P> Reiterate Buy recommendation with increased target price of 6.73p (4.67p) — Our

valuation, generated by using a blended average of NAV per share, earnings per share
and cash flow per share implies a target price of 6.73p (4.67p). Our approach to
evaluating Ariana uses the same methodology as that applied to our senior Gold
equity valuations. The rationale for this approach is to reflect what we believe is the
final evolution in the Ariana investment case, from an exploration and development
company to one that is also profitable and cash generative and is therefore an
acknowledgement of this successful evolution.

Year End Sales PBTA EPS DPS ord P/E EV/EBITDA Yield
Dec (Em) (Em) (p) (p) (x) (x) (%)
2019A 8.4 7.0 0.7 0.0 7.8 7.3 0.0
2020E 5.7 4.2 0.4 0.0 134 114 0.0
2021E 5.9 43 0.4 0.0 14.2 103 0.0
2022E 74 5.7 0.4 0.0 119 59 0.0

Source Company Data, Panmure Gordon

Panmure Gordon & Co acts as Corporate Broker in the UK to Ariana Resources Panmure Gordon (UK) Limited
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Ariana valuation matrix (p)

Ariana Resources » What is Ariana Worth?

WHAT IS ARIANA WORTH?

In line with our stated commitment to offer a consistent approach to appraising our
Gold equity sector coverage, as per our underlying commodity opinions and
appropriate risk premiums applied to Gold equity companies, our key objective is to
ascertain whether or not a valuation anomaly is presenting itself and whether investors
can benefit.

In addition to incorporating our new price forecasts for Gold exploration assets (5200/0z
for Measured, $50/0z for Indicated and $25/0z for inferred ounces from $100, $25 and
$10 respectively), we have undertaken a review of Ariana’s portfolio of assets following
the publication of the company’s Q2 Operational update. Using a 10% discount rate, we
estimate Ariana is currently trading on a P/NAV of 0.55x, which compares to >1.0x typical
for large-cap peers. This discount to our normalised intuitive multiple of 1.0x NAV
(assuming our NPV estimates incorporate the changes in production, future production
efficiencies and any change in costs) looks anomalous given the low-cost nature of the
operations at Kiziltepe and the potential for incremental production growth.

Assuming no significant exploration success in the short term and subsequent capital
expenditure requirements, we estimate that at our 10% cost of capital, the long-term price of
Gold to justify the current equity valuation is ~$1,200/0z, underpinning our positive view
on Ariana.

In light of the diverse range of views on both appropriate risks and longer-term Gold
prices, we have provided a share price matrix for investors to apply their own variables
and derive an appropriate NAV target price for Ariana (p/share).

Gold price 1300 1400 1500* 1600 1700 2000
Discount rate 13% 7.59 8.14 8.62 9.12 9.58 11.02
12% 7.79 8.30 8.80 9.31 9.81 11.32

1x NAV 11% 7.93 8.46 8.99 9.53 10.06 11.65
10% 8.09 8.64 9.20 9.76 10.32 11.99

9% 8.25 8.83 9.42 10.01 10.59 12.35

8% 8.42 9.04 9.65 10.27 10.89 12.74

7% 8.60 9.25 9.90 10.55 11.21 13.16

6% 8.80 9.48 10.17 10.86 11.54 13.60

*Panmure Gordon’s long term forecast

Kiziltepe production/cost profile (Koz & $/0z)

Source Company, Panmure Gordon

Ariana long-term production profile

Group production (Koz, LHS) and cost profile ($/oz, RHS)
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UNDERLYING ASSUMPTIONS

The principal assumptions behind our valuation of Ariana are as follows:

Commodity price forecasts — Annual

New Previous
Q2 Q3 Q4 Q2 Q3 Q4
Gold ($/0z) 1,712 1,775 1,750 1,712 1,775 1,750
Silver ($/0z) 16.3 19.0 19.0 16.3 19.0 19.0
Consensus
Gold ($/0z) 1,712 1,706 1,750 1,712 1,706 1,750
Silver ($/0z) 16.3 17.8 18.0 16.3 17.8 18.0

Source Panmure Gordon

Operational assumptions

New Previous

2020 2021 2022 2020 2021 2022
Kiziltepe 20.7 185 18.5 20.7 185 185
Tavsan 0.0 0.0 19.7 0.0 0.0 19.7
Salinbas 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
Total production (Koz Gold Equivalent) 20.7 18.5 38.2 20.7 18.5 38.2
Total cash cost (USS$/0z.) 623 661 647 623 661 647
All-in sustaining costs (US$/0z.) 672 685 713 672 685 713

Source Panmure Gordon

CHANGES TO OUR ESTIMATES

Summary of changes

New Previous
2020 2021 2022 2020 2021 2022
Sales (Em) 5.7 5.9 7.4 5.0 5.4 na
PBTA (£m) 4.2 4.3 5.7 34 3.7 na
EPS (p) 0.4 0.4 0.4 0.3 0.3 na
DPS Ord (p) 0.0 0.0 0.0 0.0 0.0 na

Source Panmure Gordon

We have provided a summary of changes to our long-term estimates. The main changes
made are:

Incorporation of new resource price assumptions for the Salinbas project
Review of long-term production profiles at Kiziltepe and Tavsan

Inclusion of Q2 Operational trading update

vV v v Vv

Publication of FY2022 forecasts

28 August 2020 | 3
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Ariana Resources » Valuation Summary

VALUATION SUMMARY

Our valuation, now generated by using a blended average of NAV per share, earnings per
share and cash flow per share, implies a target price of 6.73p (4.67p). Our approach to
evaluating Ariana utilises the same methodology as that applied to our senior Gold equity
valuations. The rationale for this methodology is to reflect the final evolution in the
Ariana investment case, from an exploration and development company to one that is
also profitable and cash generative.

As a reminder, our previous approach to evaluating Ariana, given the relatively early
stage nature of production from Ariana, was to apply a simple sum of the parts NPV for
each operation.

We continue to apply a discount rate of 10%, this we believe represents a fair assessment
of the risk factors influencing Ariana, through the resource exploration phase, project
delivery and subsequent production, all whilst satisfying outstanding debt commitments
within the joint venture.

In conclusion, we set a new target price of 6.73p (4.67p) and we continue to see further
value opportunities, not fully accounted for at this time, in the company’s extensive
exploration portfolio, although the route to the monetisation of these assets could be
some time away.

Valuation Summary

$m Value Ownership Attributable value Value/sh ($)
Kiziltepe 87,530,175 50% 43,765,087 413
Tavsan 32,194,827 50% 16,097,414 1.52
Salinbag 53,419,928 100% 53,419,928 5.04
Total 173,144,930 113,282,429 10.69
Exploration / Other 608,118 100% 608,118 0.06
Net cash FY+1 7,989,883 100% 7,989,883 0.75
Total 181,742,931 11.50
GBPUSD X Rate 1.25 1.25
Shares in issue (m) 1,059,677,937 1,059,677,937
NAV (£) 145,394,345 9.20
1.0x NAV 9.20
1.5x NAV 13.48
15x FY+1 EPS 5.40
10x CF/share FY+1 (Post Capex) 3.10
Target price (50:50) NAV/EPS 7.30
Target price (50:50) NAV/CF 6.15
Final target price (p) (50:50 weight) 6.73

Source Company, Panmure Gordon

28 August 2020 | 4
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Turnover and operating margin (£Em)

Ariana Resources » The Numbers

THE NUMBERS

Profit & Loss Account (Em)

Year to December 2018A 2019A 2020E 2021E 2022E
10.0 - r 100.0 Sales 3.8 8.4 5.7 5.9 74
80 4 | s0.0 Cost of sales 0.0 0.0 0.0 0.0 0.0
Gross profit 3.8 84 5.7 5.9 74
60 1 r 600 Administrative expenses -1.7 -1.1 -1.5 -1.6 -1.7
40 - L 40.0 Other operating expenses 0.0 0.0 0.0 0.0 0.0
20 - L 200 EBITDA 21 73 4.2 43 5.7
Depreciation & amortisation 0.2 -0.4 0.0 0.0 0.0
0.0 - - 0.0 Operating profit 23 7.0 42 43 5.7
2016 2017 2018 2019 2020 2021 Associates & other income 00 00 00 00 00
e Turnover (LHS) Finance costs 0.0 0.0 0.0 0.0 0.0
Source Panmure Gordon, Company PBT normalised 23 7.0 42 43 5.7
Abnormal items 0.0 0.0 0.0 0.0 0.0
EPS normalised (p) PBT reported 23 7.0 42 43 5.7
Taxation 0.0 -0.0 -0.1 -0.5 -1.1
070 1 Minorities & preference dividends 0.0 0.0 0.0 0.0 0.0
0.60 1 Profit attributable to shareholders 23 6.9 4.0 3.8 46
ziz 1 Source Company, Panmure Gordon

0:30 - Summary Cash Flow Statement (£m)
0.20 A Year to December 2018A 2019A 2020E 2021E 2022E
0.10 A Operating profit 22 6.4 4.2 5.7 13.4
0.00 4 Operating profit discontinued 0.0 0.0 0.0 0.0 0.0
2017 2018 2019 2020 2021 Depreciation & amortisation 0.0 0.0 0.0 0.0 0.0
M EPS (basic) Other non-cash movements 2.1 5.3 0.0 0.0 0.0
Source Panmure Gordon, Company Change in working capital -1.2 -1.2 1.9 -1.3 -0.2
Other cash movements 0.0 0.0 0.0 0.0 0.0
FCF yield & net cash balances (Em) Operating cash flow -1.1 -0.0 6.1 44 13.2
150 - _ 15.0 Taxation paid 0.0 -0.0 -0.1 -11 -2.7
Net Investment Income & Other Funding 1.4 0.0 0.0 0.0 0.0
100 r 10.0 Capital expenditure (net) -0.1 -0.4 0.0 0.0 0.0
Free cash flow 0.2 -0.5 5.9 33 10.6
50 (Acquisitions)/disposals 0.0 0.0 0.0 0.0 0.0
>0 1 L 0o Dividends paid 0.0 0.0 0.0 0.0 0.0
Shares issued/(repurchased) 0.0 0.0 0.0 0.0 0.0
0.0 - r -5.0 Other financing 0.0 -0.0 0.0 0.0 0.0
2016 2017 2018 2019 2020 2021 Movement in net cash/(debt) 02 05 59 33 106
fm—— Net Cash/(Debt) Net Cash/(Debt) 0.9 05 6.4 9.7 202
Source Panmure Gordon, Company Source Company, Panmure Gordon

Balance Sheet (Em)

Bull Points Year to December 2018A 2019A 2020 2021  2022E
Low cost operational profile Goodwill and intangibles 175 16.6 173 173 173
Long life resource base Tangible fixed assets 03 0.1 0.1 0.1 0.1
Prospective exploration pipeline Working capital 1.7 43 2.5 38 4.0
Assets employed 19.5 20.9 19.8 211 213
. Other assets/(liabilities) 24 6.1 6.4 6.4 6.4
Bear Points Net cash/(debt) 0.9 0.5 6.4 9.7 20.2
Risk of production shortfalls Provisions 23 22 24 14 04
Weakness in Gold price Net Assets (Reported) 206 253 302 358 475
Delays to permitting process Shareholders Funds 151 18.8 20.0 19.2 267
Minority Interests 5.5 6.4 10.7 16.1 19.3

Source Company, Panmure Gordon
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Distribution of investment ratings for equity research (as of 19 May 20) | Rating: GUIDELINE (return targets may be modified by risk or liquidity issues)

Overall Global Distribution (Banking Client*) Buy Total return of >10% in next 12 months
Buy Hold Sell Hold Total return >-10% and <+10% in next 12 months
65% (31%) 25% (4%) 10% (0%) Sell Total return <-10% in next 12 months

* Indicates the percentage of each category in the overall distribution that were banking and/or corporate broking clients

Ariana Resources - ARNR.L
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= Buy = sell Hold —— Closing price —— Target price

Panmure Gordon is a market maker in this company, has in the previous 12 months made agreements with this company for investment banking services and will
be compensated by the company for these services. This investment research has been prepared in accordance with COBS 12.2 & 12.4 on behalf of Panmure
Gordon (UK) Limited ("Panmure Gordon"), as defined within the Financial Conduct Authority’s Handbook. It is not investment research in accordance with the legal
requirements designed to promote investment research independence and is also not subject to any prohibition on dealing ahead of the dissemination of
investment research. It may not be reproduced, redistributed or copied in whole or in part for any purpose.

This report has been approved in the UK by Panmure Gordon solely for the purposes of section 21 of the Financial Services and Markets Act 2000. In the UK, this
report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who have professional experience in matters relating to
investments) or Article 49(2)(a) to (d) (high net worth companies, unincorporated associations etc.) of the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005 (as amended) or (ii) are professional customers or eligible counterparties of Panmure Gordon (all such persons together being referred to
as "relevant persons"). This report must not be acted on or relied upon by persons in the UK who are not relevant persons. Panmure Gordon is not a US registered
broker-dealer. Transactions undertaken in the US in any security mentioned herein must be effected through a US-registered broker-dealer in accordance with SEC
Rule 15a-6. Neither this report nor any copy or part thereof may be distributed in any other jurisdiction where its distribution maybe restricted by law and persons
into whose possession this report comes should inform themselves about, and observe, any such restrictions. Distribution of this report in any such other
jurisdiction may constitute a violation of UK or US securities laws, or the law of any such other jurisdiction. This report does not constitute an offer or solicitation to
buy or sell any securities referred to herein. It should not be so construed, nor should it or any part of it form the basis of, or be relied on in connection with, any
contract or commitment whatsoever.

The information in this report, or on which this report is based, has been obtained from sources that Panmure Gordon believes to be reliable and accurate.
However, it has not been independently verified and no representation or warranty, express or implied, is made as to the accuracy or completeness of any
information obtained from third parties. The information or opinions are provided as at the date of this report and are subject to change without notice. The
information and opinions provided in this report take no account of the investors’ individual circumstances and should not be taken as specific or investment advice
on the merits of any investment decision. Investors should consider this report as only a single factor in making any investment decisions. Further information is
available upon request. No member of the Panmure Gordon accepts any liability whatsoever for any direct or consequential loss howsoever arising, directly or
indirectly, from any use of this report or its contents. By accepting this report you agree to be bound by the foregoing limitations.

To manage any potential conflicts of interest in connection with its research business, Panmure Gordon has in place a Conflicts of Interest policy which is available
on the Panmure Gordon website at www.panmure.com/legal

Please refer to our Privacy notice, which is available on the Panmure Gordon website at www.panmure.com/about-us/legal/privacy-policy/, for details on how
Panmure Gordon uses and protects data, for information on how to unsubscribe refer to the Your Rights section.

28 August 2020 | 6
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NOTICE TO US INVESTORS

This report is not "Globally Branded" as defined in FINRA Rule 1050 for purposes of distribution in the US. This report was prepared, approved, published and
distributed by Panmure Gordon (UK) Limited, a company located outside of the United States (a “non-US Group Company”). This report is distributed in the U.S.
by Panmure Gordon Securities Limited, a U.S. registered broker dealer, on behalf of Panmure Gordon (UK) Limited, only to major U.S. institutional investors (as
defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected
by a U.S. customer in the securities described in this report must be effected through Panmure Gordon Securities Limited. Neither the report nor any analyst who
prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. (“FINRA”) or other regulatory
requirements pertaining to research reports or research analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a
member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory organization.

Analyst Certification. Each of the analysts identified in this report certifies, with respect to the companies or securities that the individual analyses, that (1) the
views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is
or will be directly or indirectly dependent on the specific recommendations or views expressed in this report. Please bear in mind that (i) Panmure Gordon (UK)
Limited is the employer of the research analyst(s) responsible for the content of this report and (ii) research analysts preparing this report are resident outside the
United States and are not associated persons of any US regulated broker-dealer and that therefore the analyst(s) is/are not subject to supervision by a US broker-
dealer, and are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with US rules or regulations regarding,
among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

Important US Regulatory Disclosures on Subject Companies. This material was produced by Analysts of Panmure Gordon (UK) Limited solely for information
purposes and for the use of the recipient. It is not to be reproduced under any circumstances and is not to be copied or made available to any person other than
the recipient. It is distributed in the United States of America by Panmure Gordon Securities Limited and elsewhere in the world by Panmure Gordon (UK) Limited
or an authorized affiliate of Panmure Gordon (UK) Limited. This document does not constitute an offer of, or an invitation by or on behalf of Panmure Gordon
(UK) Limited or its affiliates or any other company to any person, to buy or sell any security. The information contained herein has been obtained from published
information and other sources, which Panmure Gordon (UK) Limited or its Affiliates consider to be reliable. Panmure Gordon (UK) Limited does not accept any
liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion and other subjective
judgments contained herein are made as of the date of this document.

Panmure Gordon Securities Limited assumes responsibility for the research reports content in regards to research distributed in the U.S. Panmure Gordon
Securities Limited or its affiliates has not managed or co-managed a public offering of securities for the subject company in the past 12 months, has not received
compensation for investment banking services from the subject company in the past 12 months, does not expect to receive and does not intend to seek
compensation for investment banking services from the subject company in the next 3 months. Panmure Gordon Securities Limited has never owned any class of
equity securities of the subject company. There are not any other actual, material conflicts of interest of Panmure Gordon Securities Limited at the time of the
publication of this research report. As of the publication of this report Panmure Gordon Securities Limited, does not make a market in the subject securities.

For further information and regulatory disclosures, please refer to www.panmure.com/legal

By accepting this report you agree to be bound by the foregoing limitations.

Panmure Gordon (UK) Limited (Registered Office) Panmure Gordon Securities Limited
One New Change US Broker Dealer
London ECAM 9AF One New Change

+44 (0)20 7886 2500 London EC4M 9AF
Member of the London Stock Exchange +44 (0)20 7886 2500
Authorised and regulated by the Financial Conduct Authority Member of the Financial Industry Regulatory Authority, Inc. (“FINRA”)
Copyright 2020 The Panmure Group: All rights reserved Member of the Securities Investor Protection Corporation (“SIPC”)




