EDISON
KEFI Minerals

Convertible loan note restructuring

On 5 August, KEFI announced the restructuring of its £4m working capital
convertible loan facility (of which £3.1m remained undrawn) into a new
£1.5m facility, with £1.6m of the original convertible facility still remaining
available to it. Importantly, neither the original loan facility nor the new
loan facility will henceforward have any security attached to them, which
will allow KEFI maximum flexibility in structuring the remaining portion of
Tulu Kapi’s funding, which could now potentially ‘include a larger initial
Project equity investment by Ethiopian private sector investor, ANS Mining
Share Company’.

Revenue PBT* EPS* DPS PIE Yield
Year end (Em) (Em) (p) (p) (x) (%)
12117 0.0 (3.6) (12) 0.0 NIA NIA
12118 0.0 (4.6) (1.0) 0.0 NIA NIA
12119 0.0 (3.6) (0.3) 0.0 NIA N/A
12120e 0.0 (9.0) (0.5) 0.0 NIA NIA

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Assumptions and valuation updated

Apart from the terms of the new (unsecured) convertible loan facility (for which, see
page 2), in updating our valuation, we have made three material changes to our
erstwhile assumptions: 1) we have adjusted our gold price assumptions to those
set out in our recent report

, published on 14 August 2019, 2) we have adjusted the forex rate
downwards from US$1.2706/£ to US$1.2112/£ and 3) we have adjusted KEFI's
share price — which affects the price at which conversion of the new loan facility is
presumed to occur — from 1.53p to 0.90p.

Valuation: Share price offering up to 85.5% IRR

Assuming the full drawn down and conversion of KEFI’s new £1.5m convertible
loan facility (as well as the successful financing and execution of the project), we
calculate that Tulu Kapi is capable of generating free cash flow of ¢ £563.9m a year
for seven years, from 2021 to 2027 inclusive (cf £48.0m pa previously). This, in
turn, drives average (maximum potential) dividends of 1.11p/share for the nine
years from 2021 to 2029 (cf 0.95p/share previously), which values KEFI at
5.50p/share (cf 4.70p/share previously) when discounted back to FY19 at a 10%
discount rate. This implies a value for KEFI of £48m, or US$58m, based on the
dividend potential of Tulu Kapi alone. However, this ignores the exploration and
development of the pipeline of targets in the KEFI portfolio. In the event that KEFI is
ultimately successful in leveraging its cash flow from the mine into its other assets
in the region, our valuation increases to 10.03p/share (cf 8.53p/share previously).
Stated alternatively, we estimate an investment in KEFI shares currently at a price
of 0.90p could generate an internal rate of return to investors equivalent to 85.5%
per annum over 11 years to 2029 in sterling terms (cf 36.8% previously). In the
meantime, investors can purchase shares in KEFI at a price that equates to just
US$7.65 per resource ounce (even after its minority partners’ investment into the
asset at project level).
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US$1.2112/£
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Business description

KEFI Minerals is an exploration and development
company focused on gold and copper deposits in
the highly prospective Arabian-Nubian Shield —
principally the Tulu Kapi project in Ethiopia and, to
a lesser extent, the Jibal Qutman project in Saudi
Arabia.

Next events

Community resettiement Mid-2019
Engineering & procurement Mid-2019
Construction start End-FY19
Closing of project infrastructure January 2020
bond
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Working capital convertible loan facility restructuring

On 5 August, KEFI announced the refinancing of its £4m working capital convertible loan facility
(see our note, KEFI Minerals: , published on 6 December 2018), the salient
features of which are as follows:

£0.9m of the original £4m convertible loan facility has been drawn down, of which £0.45m has
been repaid, leaving £3.1m available under the terms of the original agreement. This remaining
£3.1m has now been replaced in part by a new £1.5m facility (leaving up to £1.6m of the
original convertible facility available — see below).

The new loan facility may be drawn at KEFI's discretion at a rate of £0.5m per month in £0.25m
tranches and, if drawn, is repayable in cash within two years in an amount of 105% of the
principal amount plus a fee of 10% of the principal amount being repaid. There is no coupon
attached to the new loan facility. In the meantime, it is convertible into new KEFI shares at the
election of the provider at the lower of 90% of the lowest volume-weighted average share price
of KEFI shares over the preceding three days or 2p.

Once any amount drawn under the new loan facility has been repaid, the company will be able
to draw from the remaining £1.6m of the original convertible loan facility, if required.

In consideration of the changes made to the working capital convertible loan facility, neither the
original loan facility nor the new loan facility will henceforward have any security attached to them
and both are therefore now provided on an unsecured basis, as a result of which KEFI has been
released from all of its security encumbrances (other than minor cash security deposits), allowing it
maximum flexibility for structuring the remaining financing of the Tulu Kapi gold project, which
‘potentially could include a larger initial Project equity investment by Ethiopian private sector
investor, ANS Mining Share Company’.

Cost

The direct cost of the changes in security and related arrangements to KEFI amount to £207,500 to
be paid by the issuance of 8.5m new KEFI shares at 2p per share, together with a cash
consideration of £37,500.

Aside from the direct cost, the most obvious indirect cost is that the new £1.5m facility is now
convertible into equity at the lower of 90% of the lowest volume-weighted average share price of
KEFI shares over the preceding three days or 2p, whereas under the original loan facility it would
have only been convertible at 2p — thereby the new facility potentially entails additional dilution to
existing shareholders, depending on the share price prevailing at the time of conversion.

In addition, the provider of the new facility is being issued with warrants to subscribe for 13m new
ordinary KEFI shares at an exercise price of 2.5p per share for a period of three years, until August
2022. Note that, applying the Black-Scholes option pricing model to these warrants and assuming
annual KEFI share price volatility of 75.8% and a continuously compounded annual risk-free
interest rate of 0.51%, we value these warrants at 0.22p apiece currently.

Benefit

The benefit of the restructured facility is threefold:

As stated previously, neither the original loan facility nor the new loan facility will henceforward
have any security attached to them and both are therefore now provided on an unsecured
basis, as a result of which KEFI has been released from all of its security encumbrances (other
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than minor cash security deposits), allowing it maximum flexibility for structuring the remaining
financing of the Tulu Kapi gold project.

The maturity of the new facility has been extended to two years from early August 2019 (ie to
August 2021), rather than the original facility, which had a maturity of 12—18 months from
November 2018 (ie to May 2020).

Inasmuch as the original facility is not drawn down to its maximum extent, there will be a saving
to KEFI potentially up to £0.35m in fees payable in shares at a conversion price of 2p per
share.

Interim developments

Since our last note ( , published on 7 June 2019), KEFI has
issued 37.2m new shares at a price of 2p per share, 22.5m of which were issued in relation to the
conversion of £0.45m drawn under the original convertible loan facility and 14.7m of which were
issued to settle £0.294m in amounts owing to third-party service providers.

Subsequent to the restructuring of the new working capital loan facility, on 14 August, KEFI
announced that it had received notice from one of the providers that it wished to convert £168,000
of the loan note issued on 5 August 2019 into new KEFI ordinary shares at a price of 0.96 pence
per share, entailing the issue of an additional 17,510,944 shares.

Assumptions

In updating our valuation, we have made the following four changes to our assumptions:

We have assumed that the new £1.5m loan facility will be fully drawn down, but that the
remaining £1.6m of the original convertible facility will now be left undrawn (note that, for the
purposes of comparison, this assumption roughly equates to our erstwhile scenario in which
only £3m of the original £4m loan facility was to be drawn down and only half of that was then
to be converted into equity — see Exhibit 2, below).

We have adjusted our gold price assumptions to those set out in our recent report, Portents of
economic weakness: Gold — doves in the ascendant, published on 14 August 2019. The
principal near-term changes to our forecasts are provided in the Exhibit below:

Exhibit 1: Updated Edison gold price forecasts*

US$/oz 2020 2021 2022 2023
Updated real gold price forecast (US$/oz) 1,572 1,395 1,387 1,350
Previous real gold price forecast (US$/0z) 1,482 1,437 1,304 1,303

Source: Edison Investment Research. *See Portents of economic weakness: Gold — doves in the ascendant,
published on 14 August 2019

We have adjusted the forex rate from US$1.2706/£ (the rate prevailing at the time of our last
note) to US$1.2112/£, being the rate currently prevailing.

We have adjusted KEFI's share price — which affects the price at which conversion of the new
loan facility is initially presumed to occur — from 1.53p (being the price prevailing at the time of
our last note) to 0.90p, being the current price.

Updated valuation

In our last note, we valued KEFI at 4.70p/share (discounted back to FY19 at a rate of 10% per
year), assuming the full draw down and conversion (at 2p/share) of the original £4m loan facility.
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However, this rose to 5.35p/share in the event that only £3m of the original loan facility was drawn

down and only half subsequently converted into shares.

On the basis of the above assumptions and assuming the full drawn down and conversion of KEFI's
new £1.5m (now unsecured) convertible loan facility, we calculate that Tulu Kapi is capable of
generating free cash flow of ¢ £53.9m per annum (cf £48.0m previously) for seven years, from 2021
to 2027 (inclusive) — NB with £3.3m (56%) of the increase being attributable to our altered gold
price assumptions and £2.6m (44%) being attributable to the change in the cable rate. With
average (maximum potential) dividends of 1.11p/share (cf 0.95p/share previously) for the nine
years from 2021 to 2029 inclusive (after deduction of a 55% ‘minority’ interest), this implies a
valuation for KEFI of 5.50p/share (cf 4.70p/share previously) when discounted back to FY19 at a
rate of 10% per year. This valuation then rises to 6.65p/share in FY21 (cf 5.69p/share previously),
when we estimate that the first potential dividend could be paid to shareholders (given that the

majority of the proposed debt financing is in the form of a bond).

Exhibit 2: Edison estimate of life of mine KEFI EPS and maximum potential DPS (pence/share), FY13-31e
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An analysis of the evolution of the valuation relative to the altered assumptions highlighted above is

as follows:

Exhibit 3: Edison valuation of KEFI relative to potential convertible loan facility scenarios (pence/share)

Treatment of original £4m Previous June equity Forex Treatment of new £1.5m and New £1.5m facility, updated
secured convertible loan facility (pence/share) issue original convertible loan facility share price & Aug conversion
Repaid in cash (ie considered as 5.85 559 589

conventional debt)

Drawdown of £3m and 5.35 518  5.46 Drawdown and conversion of 4.96
conversion of half into shares £1.5m new facility only

All £4m converted into equity 4.70 464  4.88 Drawdown & conversion of new 449

facility plus residual £1.6m of
original facility

Source: Edison Investment Research. Note: Current KEFI share price 0.9p (vs 1.53p previously).

Updated
gold prices

5.50

4.97

Note, however, that this valuation is based on the projected dividend flow resulting from the
execution of the Tulu Kapi project alone and ignores the exploration and development of the
pipeline of targets in KEFI's portfolio. If KEFI is successfully able to leverage its cash flow from the
mine into its other assets in the region, then our updated valuation of 5.50p/share rises to 10.03p

(cf 8.53p previously).

Stated alternatively, we estimate that an investment in KEFI shares on 1 January 2019 at a price of
0.90p could generate an internal rate of return to investors of 85.5% (cf 36.8% previously) over the

11 years to 2029 in sterling terms.
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Sensitivities

Two obvious sensitivities to our valuation of KEF| present themselves at the current time: one being
the gold price and the other being the price at which the new loan note facility may be converted:

In the former case, assuming the gold price remains at its current level of US$1,500/0z in real
terms over the life of Tulu Kapi’s mining and processing operation, our valuation increases by
45.6% to 8.01p/share (in which case, the IRR of investing in the shares at the current share
price of 0.9p/share increases to 105.9% in sterling terms over 11 years).

In the latter case, assuming that KEFI's share price increases to 2p/share prior to conversion of
the remainder of the new loan facility, our valuation rises by 10.9% to 6.10p/share.

Financials

KEFI had £0.5m in net debt on its balance sheet at 31 December 2018, after £6.9m in operating
and investing cash outflows before working capital in FY18. This cash burn rate compares to an
equivalent £5.6m in FY17 and £3.6m in H118.

KEFI plans to finance its US$194.7m capex funding requirement (see our note, KEFI Minerals:
published on 7 June 2091) principally via a TKGM bond
(US$160m) and project-level equity (US$58m in addition to the US$60m equity already invested)
and an ore stockpile banking facility (US$10-20m). In addition, we have assumed further
mezzanine funding of US$7.7m in the form of a streaming agreement to sell gold at US$450/0z
(escalating). While the principal financing is the off balance sheet infrastructure funding for TKGM, if
all funding sources are considered, we forecast an almost unchanged maximum immediate
aggregate net debt funding requirement overall in US dollar terms of US$144.9m (cf US$143.0m
previously) in FY20, which (in our estimation) equates to an approximately 55:45 net debt:equity
ratio at the project level. Note that our estimate of aggregate debt has deliberately incorporated all
components at the project level, whether on or off balance sheet, and comprises cash, the TKGM
bond (US$160m), ore stockpile facility (US$10-20m) and streaming contingent liability (US$7.7m).
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Exhibit 4: Financial summary

£000s
Year end 31 December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
EBITDA
Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals
Other
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax
Profit After Tax (norm)
Profit After Tax (FRS 3)
Minority interests
Net income (normalised)
Net income (FRS3)

Average Number of Shares Outstanding (m)
EPS - normalised (p)

EPS - normalised and fully diluted (p)

EPS - (IFRS) (p)

Dividend per share (p)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments

Current Assets
Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

CASH FLOW
Operating Cash Flow
Net Interest

Tax

Capex
Acquisitions/disposals
Financing

Dividends

Net Cash Flow
Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: Company sources, Edison Investment Research.
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This report has been commissioned by KEFI Minerals and prepared and issued by Edison, in consideration of a fee payable by KEFI Minerals. Edison Investment Research standard fees are £49,500 pa for the production
and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows
and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”") © FTSE 2019. “FTSE®" is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a
bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison
does not offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security,
or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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