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Gold Road Resources (GOR)
Build them a golden bridge.

Strategic stake in DEG pays off.

Northern Star Resources Ltd (NST, Buy, TP$19.55ps) and DeGrey Mining Ltd (DEG,
Buy Spec, Val$2.15ps, pre-offer) announced that they had agreed that NST would
acquire DEG by Scheme of Arrangement (the Scheme). Under the terms of the all-
scrip Scheme, shareholders would receive 0.119 new NST shares for each DEG
share. The Scheme requires 75% shareholder approval (meeting expected in April
2025). GOR is the largest shareholder in DEG, holding 414m shares (17.3%, undiluted
basis). Under the Scheme, at NST’s last closing price ($16.59ps), the implied offer
price for DEG is $1.97ps (vs the headline number of $2.08ps), and the implied value of
GOR’s interest is $815m (vs an estimated acquisition cost of $414m). If the Scheme
completes as presented, we estimate that GOR would own ~3.4% of NST.

GOR’s intentions absent in the Scheme announcement.

GOR is yet to respond to the Scheme announcement, despite, we expect, being
invited to support, and commit to the Scheme. We think that GOR is generally
supportive of a change of control transaction for DEG, given recent commentary.
However, it makes sense for them to wait to see if a superior proposal emerges. We
expect the inclusion of a cash component would better serve GOR’s interests. But if no
superior proposal was to emerge, the Scheme would be a great outcome for GOR.

Investment view: Buy. TP$2.55ps (prev. $2.40ps).

We update our valuation to reflect the Scheme, marking-to-market the value of the
DEG shareholding. While it's not possible to accurately estimate GOR'’s final exit price
from an all-scrip Scheme, on last closing prices, we estimate net proceeds for GOR of
~$700m (65cps), which could be returned to shareholders, or used to finance growth.
On the operational front, we expect a strong 4Q for GOR given: (1) gold production of
~90koz given a return to full high-grade plant feed, (2) sold into a >A$4,000/0z gold
price, (3) reported with CY25 gold production guidance of ~350koz, and (4) GOR has
underperformed the S&P/ASX All Ordinaries Gold Index (XGD) for the last 12-months.

Earnings Forecast

Year end 2023a 2024e 2025e 2026e

$2.50
Sales (A$m) 473 513 676 689
$2.00 EBITDA (A$m) 252 269 401 418
¥ NPAT (reported) (A$m) 116 138 224 244
5150 NPAT (adjusted) (A$m) 118 138 224 244
$1.00 EPS (adjusted) (¢ps) 11.0 12.7 20.6 225
EPS growth (%) 66 18 62 9
$0.50 PER (x) 19.0 16.1 9.9 9.1
$0.00 : : : ) FCF Yield (%) 4.4 1.6 10.1 9.9
Dec 22 Jun 23 Dec23 Jun 24 Dec 24 EV/EBITDA (x) 8.5 7.9 53 51
——GOR S&P 300 Rebased Dividend (¢ps) 1.7 1.5 35 4.0
Yield (%) 0.8 0.7 1.7 20
Franking (%) 100.0 100.0 100.0 100.0
ROE (%) 12 13 18 17
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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Gold Road Resources Ltd (GOR)

Company description

GOR is a gold producer through is 50% ownership of the Tier-1 Gruyere Gold Mine in
Western Australia. GOR is also a growth focused company, through active gold exploration
and project assessment and acquisition work. GOR is a significant shareholder in De Grey
Mining Ltd (DEG).

Investment thesis: Buy.

We maintain our BUY recommendation on GOR in accordance with our rating structure.
Our investment thesis is based on the following:

¢ Investment situation: GOR is a debt-free, unhedged, free-cash generating, single
asset gold producer, with targeted attributable production of a sustainable 175 kozpa
(attributable) out to 2032. GOR pays dividends, targeting dividends of 15-t0-30% of
free-cash-flow, subject to a minimum cash balance of $100m. Earnings from Gruyere
provide an excellent foundation for GOR’s growth ambitions i) a 100% owned project,
and ii) Tier 1 gold assets.

e Gruyere Gold Mine: GOR owns 50% of the Gruyere JV (50% Gold Fields Ltd,
GFI.JSE, not rated). Gruyere is a long-life, Tier-1 operating gold mine in WA. Key
points include:

1. Processing expansion: The JV is expanding the ore processing rate to ~10Mtpa
(from 7.5Mtpa) through progressive debottlenecking. The latest processing plant
upgrade was completed in 4QCY23 (upgraded pebble crushing capacity).

2. 350 kozpa Gold Production: 100% basis. From the increased processing rate, and
increasing gold grade with depth at Gruyere pit, potentially from FY25.

3. Reserves: 98.8Mt at 1.27g/t Au containing 4.05 Moz (100% basis, ~11-year life).

4. Resources: Gruyere JV Resources total 138.9Mt at 1.35g/t Au containing 6.04 Moz
of gold (open pits, 100% basis, December 2023). Outside of the Gruyere JV, 100%
owned Yamarna Resources total 6.45Mt at 2.44 g/t Au containing 0.51 Moz of gold.
The Gruyere deposit extends at depth beneath the life-of-mine open pit design, and
longer-term, could be mined using underground methods. Underground Resources
at Gruyere are 21.6Mt at 1.41g/t Au containing 0.98Moz of gold (attributable basis).
Gruyere noted in its 4QCY23 report that it will re-commence drilling beneath the pit,
and scoping studies into future underground mining, most likely, after the
completion of open pit mining.

o Strategic interest in DEG: GOR owns 17.27% of DEG (Resources: 12.7Moz) owner of
the Mallina Gold Project, where 10.5Moz of gold have been delineated at the Tier-1
‘Hemi Mining Centre’. In September 2023, DEG reported Feasibility Study outcomes for
Mallina, reporting total production of 122Mt at 1.5g/t to produce 5.7 Moz over 12 years,
at ~540kozpa.
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Valuation.

Our valuation for GOR is based a 12-month forward NPV of our forecast of attributable free
cash flows from the Gruyere Gold Mine. This is included in a sum-of-the-parts valuation
which also includes a notional estimate for the exploration value of GOR’s other
exploration and mineral assets, and mark-to-market valuations for GOR'’s listed
investments. We also include a discounted cash flow estimate of corporate costs, adjust for
GOR'’s net cash position, and dilute our valuation for in-the-money options, summarised

below.

Ordinary shares (m) 1,084.0
Options in the money (m) 3.3
DiMted (M) ] 10874
Sum-ofthe-parts . $m o $ish_
Project (unrisked NPV10) 1,571 1.45
Corporate overheads and exploration expenses -58 (0.05)
Resources and exploration 300 0.28
Investments 827 0.76
Subtotal 2,641 244
Net Cash (debt) 275 0.25
Total (undiluted) 2,916 2.69
Add options in the money (m)

Add cash

Total (diluted) 2,916 2.68
Risk Discount: 5%.

Target Price 2,770 2.55

Our NPV-based valuation increases to $2.68ps, after updating our mark-to-market
valuation for DEG. We apply a risk discount of 5% to our valuation to arrive at our rounded
$2.55ps Target Price. In our view, the share price will underperform our NPV-based
valuation until GOR demonstrates more consistent production from Gruyere.
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Resource sector risks

Risks include, but are not limited to:

e Operating and development risks: Mining companies’ assets are subject to risks
associated with their operation and development. Risks for each company can be
heightened depending on method of operation (e.g. underground versus open pit
mining) or whether it is a single mine company. Development of mining assets may be
subject to receiving permits, approvals timelines or weather events, causing delays to
commissioning and commercial production.

e Occupational health and safety risks. Mining companies are particularly exposed to
OHA&S risks due to the inherent hazards of the operating environment and the human
resource intensity of the activities undertaken.

e COVID-19 risks: Mining companies’ rely on freedom of movement of workforces,
functioning transport routes, reliable logistics services including road, rail, aviation and
ports in order to maintain operations and get their products to market. They also rely on
liquid, functioning markets to sell their products. Measures being put in place to combat
the COVID-19 pandemic are posing risks to these conditions.

e Operating and capital cost fluctuations: The cost and availability of exploration,
development and mining inputs can fluctuate widely and cause significant differences
between planned and actual operating and capital costs. Key operating costs are linked
to energy and labour costs as well as access to, and availability of, technical skills,
operating equipment and consumables.

e Commodity price and exchange rate fluctuations: The future earnings and
valuations of exploration, development and producing Resources companies are
subject to fluctuations in underlying commodity prices and foreign currency exchange
rates.

¢ Funding and capital management risks: Funding and capital management risks can
include access to debt and equity finance, maintaining covenants on debt finance,
managing dividend payments and managing debt repayments. Exploration and
development companies with no sales revenues are reliant on access to equity markets
and debt financing to fund the advancement and development of their projects.

o Resource growth and mine life extensions: The viability of future operations and the
earnings forecasts and valuations reliant upon them may depend upon resource and
reserve growth to extend mine lives, which is in turn dependent upon exploration
success, of which there are no guarantees.

¢ Regulatory changes risks: Changes to the regulation of infrastructure and taxation
(among other things) can impact the earnings and valuation of mining companies.

e Sovereign risks: Mining companies’ assets are subject to the sovereign risks of the
jurisdiction within which they are operating.

e Corporate/M&A risks: Risks associated with M&A activity including differences
between the entity’s and the market's perception of value associated with completed
transactions.
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i mber Unit 2022a 2023 2024e 2025 2 Year endi ber unit 202 023 20 Se  20%6e
Revenue $m 383.0 472.8 513.4 676.2 VALUATION
Expense $m (199.5)  (221.1)  (2442)  (275.4) NPAT $m 637 1157 137.7 2235 2443
EBITDA $m 183.5 251.7 269.3 400.8 Reported EPS cl/sh 6.5 10.7 12.7 20.6 225
Depreciation $m (81.5) (78.1) (70.2) (88.6) Adjusted EPS clsh 6.8 1.0 127 206 225
EBIT $m 101.9 173.6 199.0 312.2 EPS growth % 91.1 65.6 18.3 62.3 9.3
Net interest expense $m (6.7) (3.0) (5.4) 0.4 PER X 315 19.0 16.1 9.9 9.1
Unrealised gains (Impairments) $m (4.5) (3.5) (0.0) - - DPS c/sh 1.0 1.7 1.5 3.5 4.0
Other $m - - - - - Franking % 100.0 100.0 100.0
PBT $m 90.8 167.1 193.6 312.6 341.7 Yield % 0.5 0.8 0.7 17 20
Tax expense $m (27.1) (51.4) (55.9) (89.1) (97.4)  FCFishare clsh 23 9.1 33 207 20.2
NPAT (reported) $m 63.7 115.7 137.7 2235 2443 P/FCFPS X -88.5 225 62.6 9.9 10.1
NPAT (underlying: $m 68.2 118.2 137.7 2235 2443 EV/EBITDA X 1.8 8.5 79 53 5.1
EBITDA margin % 46.7 52.6 52.5 59.3 60.6
EBIT margin % 285 360 388 462 485
Year ending D Unit 2022a 2023a 2024e 2025e 2026e Return on assets % 6.2 9.8 10.9 15.6 14.9
OPERATING CASHFLOW % 77 12.3 13.2 18.2 171
Receipts $m 384.0 473.6 510.9 677.2 688.9 LIQUIDITY & LEVERAGE
Payments Sm (223.0)  (216.1)  (214.3)  (253.5) (249.2)  Netdebt (cash) $m 74 144 150  -328 494
Tax $m (23.7) (22.5) (69.0) (89.1) (974) ND/E % 9 -15 14 27 35
Net interest $m (0.8) (1.5) (4.4) 0.4 76 ND/(ND+E) % 9 -16 15 27 35
Other sm (4.4) - (98)  (220)  (221)  EBITDA/Interest x 22 30 27 49 55
Operating cash flow $m 132.2 233.6 2134 313.0 327.8
INVESTING CASHFLOW Year endi ber - average Unit 20; e
Property, plant and equipment $m (48.5) (78.2) (116.5) (70.7) (108.5)  Gold price US$/oz 1,814 1,958 2,375 2,700 2,500
Mine development $m - - - - - AUD:USD A$/USS 0.70 0.66 0.66 0.70 0.70
Exploration & evaluation $m (2.7) (2.5) (10.2) (18.2) - Gold price A$/oz 2,604 2,950 3,605 3,891 3,571
Other $m (105.9) (55.2) (51.2) - -
Investing cash flow $m (157.0)  (1358) (178.0)  (88.9)  (108.5)
Free Cash Flow $m (24.8) 97.7 35.3 2241 219.3 Year ending D Unit 2022a 2023a 2024e  2025e 2026e
Processed - Ore Tonnes kt 4,440 4,687 4,350 4,700 5,000
FINANCING CASHFLOW Processed - Gold Grade g/t Au 1.21 1.15 1.12 1.25 1.29
Share issues/(buy-backs) $m - - - - - Gold Produced koz 157.3 161.0 143.0 173.8 190.1
Debt proceeds $m (8.2) - - - -
Debt repayments $m - - - - BN VALUATION
Dividends $Sm (12.7) (15.5) (14.3) (37.9) (43.4)  Ordinary shares (m) 1,084.0 1,084.0 1,084.0
Other $m (11.4) (12.8) (11.6) (8.6) (9.2)  Options in the money (m) 33 3.3 33
Financing cash flow $m (32.3) (283)  (292)  (46.5)  (52.6) Diluted (m) 1,087.4 1,087.4 1,087.4
Change in cash $m (57.1) 69.4 6.1 177.6 166.8 current +12 months +24 months
Sum-of-the-parts $m $/sh $m $/sh $m $/sh
Operations 1667 153 1571 145 1505 1.38
Year ending D Unit 2022a 2023a 2024e  2025¢  2026e  Corporate (68)  -0.06 (58) -0.05 (51) -0.05
ASSETS Exploration 300 0.28 300 0.28 300 0.28
Cash & short term investments $m 74.4 143.8 150.0 327.5 494.3 Investments 827 0.76 827 0.76 827 0.76
Accounts receivable $m 4.9 7.2 9.9 8.9 9.2 Subtotal 2,726 2.51 2,641 244 2,581 238
Property, plant & equipment $m 3243 343.1 403.9 394.6 438.6 Net cash (debt) 95 0.09 275 0.25 349 0.32
Mine development expenditure $m 57.3 43.8 50.5 48.1 58.2 Total (undiluted) 2,820 2.60 2,916 269 2,931 2.70
Exploration & evaluation $m 371 39.5 49.6 67.8 58.0 Add options in the money (m) - - - - - -
Other $m 531.8 600.7 598.9 590.4 581.2 Add cash - - - - - -
Total assets $m 1,029.8 1,178.3  1,262.8 1,437.2 1,639.5 Total (diluted 2,820.3 2.59 29157 2.68  2,930.6 2.70
LIABILITIES Risk Discount, 5%
Accounts payable $m 36.9 40.6 52.7 50.1 60.7  Target Price 2,769.9 2.55
Income tax payable $m 6.6 25.0 9.7 9.7 9.7
Borrowings $m - - - - -
Other $m 154.6 170.2 159.8 151.2 142.0 Shareholder % m
Total liabilities $m 198.0 235.8 222.2 211.0 2124 Van Eck Associates Corporation 104 113.1
SHAREHOLDER'S EQUITY The Vanguard Group, Inc. 5.0 54.0
Share capital $m 434.2 440.1 441.9 441.9 441.9 State Street Global Advisors, Inc. 4.8 51.7
Reserves $m 114.8 171 91.6 91.6 91.6 Dimensional Fund Advisors LP 3.3 35.6
Retained earnings $m 282.9 385.3 507.0 692.6 893.6
Total equity $m 8318 9424 10406 12262 14272
Weighted average shares m 982.1 1,077.5 1,084.0 1,084.0 1,084.0
Shares on issue m 1,084.0
Total shares on issue m 1,084.0
Share price $/sh 2.040
Market capitalisation $m 2,211.4
Net cash $m 94.5
Enterprise value (undiluted) $m 2,116.9
Options outstanding (m) m (price $0.00 per share) 33
Options (in the money) m 33
Issued shares (diluted for options) m 1,087.4
Market capitalisation (diluted) m 2,218.2
Net cash + options $m 94.5
Enterprise value (diluted) $m 2,123.7
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
BELL POTTER Page®



Gold Road Resources (GOR)

2 December 2024

Research Team
Staff Member Title/Sector Phone @bellpotter.com.au
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12 month view. For stocks regarded Rob Crookston Strategy 612 8224 2813 rcrookston
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Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst's personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time.

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.
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Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.

Except in so far as liability under any statute cannot be excluded, Bell Potter Securities Limited and its directors, employees and
consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report is being distributed by Bell Potter Securities (HK) Limited which is
licensed and regulated by the Securities and Futures Commission, Hong Kong. In the United States this Research Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
Research Report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter
Securities (US) LLC.

Bell Potter Securities Limited Bell Potter Securities (HK) Bell Potter Securities (US) LLC Bell Potter Securities (UK) Limited
ABN 25 006 390 772 Limited Floor 39 16 Berkeley Street London, England
Level 29, 101 Collins Street Room 1601, 16/F 444 Madison Avenue, New York ~ W1J 8DZ, United Kingdom
Melbourne, Victoria, 3000 Prosperity Tower, 39 Queens NY 10022, U.S.A Telephone +44 7734 2929
Telephone +61 3 9256 8700 Road Central, Hong Kong, 0000 Telephone +1 917 819 1410

www.bellpotter.com.au Telephone +852 3750 8400
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