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test work on M North oxide ore indicated recoveries of 77%.
PEA OUTLINES EXTENSION TO OPEN PIT MINE LIFE

The PEA assumes commencement of mining at M North in year
3 of the operation as the Vertikalny open pit depletes. Open pit
mining at the Project is to be completed in year 7, before
commencing underground mining. The upfront capital
required to mine M North is just $2.5m.

PEA OUTLINES EXTENSION TO OPEN PIT MINE LIFE

We have updated our valuation to reflect the delay in
production announced on the 1st Feb 2017 and the release of
the PEA. The changes to our valuation add $6.9m to
Mangazeisky NPV. We have taken a slightly conservative view
in our valuation versus the PEA with respect to total ounces
produced from M North as we wait for the completion of the
full feasibility study. We assume M North to produce 4.0 Moz
over 3 years beginning in 2019, versus the PEA assumption of
5.1 Moz over the 3 year period.

A GAME CHANGER

In our SBR initiation on 6th January 2017, we outlined the
open-pittable oxide with a life of mine of only 4 years as a key
risk to the Mangazeisky project due to challenges associated
with narrow vein underground production and difficulty of
processing sulphide material at the project. The PEA extends
the mine life from open pit oxides to 7 years, which
significantly de-risks the project over the medium to long term.

VALUATION UPDATED TO C$0.67 PER SHARE

Using a 1.0x NPV multiple and consensus silver prices, we
increase our NPV for SBR to $81.3m, or C$0.67 per share. This
implies a c. 67% upside from the current share price.

FIRST PRODUCTION TO DRIVE RERATING
We expect SBR shares to rerate following the Mangazeisky

plant commissioning and subsequent production, now expected
in late 2017.

Forecasts, valuation metrics and assumptions
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MANGAZEISKY NORTH PEA - Target price (12 month) C$0.67
Price (as 7 March 2017) C$0.40
A GAME CHANGER Market capitalisation (as of 7 March 2017) $48.6mm
PEA OUTLINES PRODUCTION FROM MANGAZEISKY NORTH
SBR has released a PEA and an updated resource for the cs mm
Mangazeisky North (M North) area deposit within the 05 90
Mangazeisky Silver Project. The PEA investigates the 0.4 gg
integration of M North with the Vertikalny Central deposit as 6.0
a single plant multi-pit operation. 0.3 5.0
HIGH GRADE OXIDE OPEN-PITTABLE RESOURCES ADDED 0.2 4.0
M North 43-101 total resource ounces have increased by 29% 3.0
to 10.5 Moz at 712 g/t with 78% of the ounces in the Indicated 0.1 20
Category with the balance in the inferred category. The 1.0
resource is near surface with an average ore body thickness of ) }
K . X X L. L. Mar-14 Dec-14 Sep-15 Jun-16 Mar-17
1.5m, which is suitable for open pit mining. The preliminary
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($m) 2016E 2017E 2018E 2019E
Current forecast

EBITDA (3.4) (0.3) 60.7 90.9
Net profit 5.9) (0.0) 59.0 845
EPS 0.04)  (0.00) 036 052
FCF/sh (0.29) (0.05) 0.28 0.55
EV/EBITDA NM NM 1.3x 0.3x
P/E NM NM 0.8x 0.6x
FCF yield (55.0%)  (8.6%) 52.3%  102.9%
Silver production (Moz) - 0.2 3.6 4.5
Silver price ($/0z) - 19.5 19.6 19.8
Cash costs ($/0z) - 6.7 6.2 4.0
AISC ($/0z) - 32.6 7.5 5.6
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Figure 1: Mangazeisky ore tonnages & silver grades 2017-2023
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Source: Hannam & Partners valuation

FINANCIAL SUMMARY
Share price $C 0.40 Market Cap C$m 64.7 $/C$ 1.33
Income statement Cash flow statement
Year end December 2015  2016E  2017E  2018E  2019E  2020E
Revenue C$m - - 4.2 93.3  117.9 76.3 Operating profit C$m (10.7) (7.7) (0.0) 59.0 845 48.9
COGS C$m - - 15 29.6 24.0 22.6 Depreciation C$m 0.3 0.4 5.6 6.2 9.3 2.4
Gross profit C$m - - 2.7 63.7 93.9 53.7 Working capital change C$m (2.1) (9.5) 8.0 (19.9) (4.7) 8.6
Depreciation C$m 03 0.4 5.6 6.2 9.3 2.4 Other C$m 1.6 2.8 - - - -
Net interest expense C$m 1.2 4.0 (7.1) (6.7) (4.8) (1.7) CFO C$m (11.0) (14.0) 13.6 45.3 89.0 59.9
Admin expense C$m 3.9 3.0 3.0 3.0 3.0 3.0 Purchase of PPE C$m (4.8) (23.8) (21.0) (0.2) 0.2) (3.5)
Other C$m 53 0.4 0.0 0.0 0.0 - Other C$m (7.0) (9.6) - - - -
Pre-tax profit C$m (10.7) (7.7) 1.3 61.2 86.4 50.1 CFI C$m (11.7)  (33.4) (21.0) 0.2) (0.2) (3.5)
Tax credit/(paid) C$m - - 1.3 22 19 1.1 Net Borrowings C$m 31.0 39.8 - (15.0) (15.0) (15.0)
Profit after tax C$m (10.7) @.7) (0.0) 59.0 845 489  Other C$m 0.1) 02 - - - -
FX gains/losses C$m (1.3) 1.8 - - - - CFF C$m 30.9 40.0 - (15.0) (15.0) (15.0)
Net profit C$m (12.0) (5.9) (0.0) 59.0 84.5 48.9 Net change in cash C$m 8.4 (6.9) (7.5) 30.1 73.8 41.4
Total income C$m  (12.0) (5.9 (0.0)  59.0 84.5 48.9 Beginning Cash C$m 16 10.0 31 (44) 258 99.6
EBITDA (92) (3.4 (0.3)  60.7 90.9 50.7 Ending Cash C$m 10.0 3.1 (44) 258  99.6 141.0
Ratios and per share data Balance sheet
Year end December 2015 2016E 2017E 2018E 2019E 2020E Year end December 2015 2016E 2017E 2018E 2019E 2020E
Yr end shares in issued m - 161.8 161.8 161.8 161.8 161.8 Cash C$m 10.0 3.1 (4.4) 25.8 99.6 141.0
Revenue growth % - - - 2117.0% 26.3% (35.3%) Receivables C$m 0.6 4.9 0.9 19.2 24.2 15.7
EBITDA growth % - - - - 49.8% (44.2%) Inventory C$m 0.7 4.7 0.2 4.1 33 3.1
EBITDA margin % - - (6.1%) 65.0% 77.1% 66.5% Other C$m 1.8 3.2 0.2 3.7 3.0 2.8
Pre-tax ROIC % - - 2.1% 43.9% 30.7% 14.1% Current Assets C$m 13.1 15.9 (3.1) 52.6 130.0 162.5
ROE % - (8.8%) (0.0%) 51.9% 46.4% 22.7% PPE C$m 5.0 32.1 475 415 32.4 33.6
EPS $/sh - (0.04) (0.00) 0.36 0.52 0.30 Other C$m 9.2 19.4 19.4 19.4 19.4 19.4
EPS C$/sh - (0.05) (0.00) 0.49 0.70 0.40 Fixed Assets C$m 14.1 51.5 66.9 60.9 51.8 53.0
EPS growth % - - - - 43.3% (42.1%) Payables C$m 3.0 3.9 0.3 6.1 4.9 4.6
Free cash flow C$m B (47.45) (7.45) 45.12 88.84 56.37 Short Term Debt C$m 31.0 18.0 18.0 18.0 18.0 18.0
FCF/share $/sh - (0.29) (0.05) 0.28 0.55 0.35 Other C$m 0.2 0.4 0.4 0.4 0.4 0.4
FCF yield % - (55.0%) (8.6%) 52.3% 102.9% 65.3% Current Liabilities C$m 34.2 22.3 18.7 24.5 23.4 23.1
Net debt/equity % - 105.9%  123.6% 29.7% (30.3%)  (51.7%) Long term debt C$m - 56.4 56.4 41.4 26.4 11.4
Net debt/market cap % - 82.7% 91.3% 39.1% (63.9%) (129.2%) Other C$m 0.9 2.0 2.0 2.0 2.0 2.0
P/E X - NM NM 0.8x 0.6x 1.0x Non Current Liabilities C$m 0.9 58.5 58.5 43.5 28.5 13.5
EV/EBITDA x - NM NM 2.0x 0.3x NM Total Equity C$m 27.2 67.4 63.8 113.5 181.8  215.5
EV/Sales X - NM 39.2x 1.3x 0.3x NM
Net Debt/(Cash) C$m - 71.4 78.8 33.7 (55.1) (111.5) Reserves & Resources Silver EV metrics
EV C$m - 157.7 165.1 120.0 31.2 (25.2) Attributable Resources: (M,[I) Moz 60.4 EV/Resources $/oz 2.6
Market Cap (Yr end) C$m 86.3 86.3 86.3 86.3 86.3 Attributable Reserves: (P,P) Moz 225 EV/Reserves $/o0z 3.8
Market Cap (Yr end) CC$m 64.7 64.7 64.7 64.7 64.7
Metal price assumptions Estimated Net Asset Value (NAV)/share
2016E 2017E 2018E 2019E 2020E $m $/sh C$/sh
Silver $/oz 19.5 19.6 19.8 199 Mangazeisky $137.60 $0.85 $1.13
Production volumes Total Operating $137.60 $0.85 $1.13
Workingcpil o2 0w 5007
Silver Moz - - 02 3.6 45 29  Total Debt ($55.85)  ($0.35)  ($0.46)
Cash Costs Corporate G&A (after-tax) ($9.51)  (80.06)  ($0.08)
2015 2016E 2017E 2018E 2019E 2020E NAV at 10% $81.26 $0.50 $0.67
Total Cash cost $/oz - - 6.7 6.2 4.0 5.8
All in Sustaining Cost $/0z - - 326 75 56 65  Current P/NAV [Co.ssx]
Cost per tonne $/t - - 183.0 202.1 163.4 154.0

Source: H&P estimates
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DISCLAIMER

All statements of opinion and/or belief contained in this document and all views
expressed herein represent Hannam & Partners (Advisory) LLP’s (“H&P”) own
assessment and interpretation of the information that it has reviewed in respect of such
matters as at the date of this document. The information contained in this document is
based on publicly available information only, from third party sources that H&P
believes to be reliable but which, you should recognize, may not therefore be complete,
up to date or entirely accurate. H&P does not represent that such information or its
interpretation of such information is accurate, timely, comprehensive or complete and
it should not be relied upon as such, nor has it been independently verified, that
therefore it is not guaranteed. No reliance may be placed for any purposes whatsoever
on the information contained in this document. Under no circumstances should the
information provided in this document be considered as investment advice, or as a
sufficient basis on which to make investment decisions and is provided to you for
information purposes only. The information contained in this document does not
constitute an offer or solicitation to sell or buy any security or fund to or by anyone in
any jurisdiction. Any opinion or estimates constitute H&P’s best judgment as of this
date, and are subject to change without notice.

Whilst this document has been prepared in good faith, H&P and its group undertakings,
members, partners, officers, consultants and employees from time to time (together
referred to herein as its “Affiliates”) do not make and are not authorised to make any
representation, warranty or undertaking, express or implied, with respect to the
information or opinions contained in it and no responsibility or liability is accepted by
any of them as to the accuracy, completeness or reasonableness of such information or
opinions or any other written or oral information from H&P that may be made available
to you. Without prejudice to the foregoing and to the fullest extent permitted by law,
H&P and its Affiliates do not accept any liability whatsoever for any loss howsoever
arising, directly or indirectly, from use of this document or otherwise arising in
connection therewith. Nothing herein shall not exclude any liability for, or remedy in
respect of, fraud or fraudulent misrepresentation.

Reproduction, in whole or in part, without written permission of H&P is expressly
forbidden. All logos, trademarks and service marks appearing herein are the property of
H&P. H&P is authorised and regulated by the Financial Conduct Authority in the
United Kingdom and its registered office is located at 2 Park Street, London W1K 2HX.
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