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Ticker: DSV CN Cash + Res: C$422m  Project: Porcupine / Cordero
Market cap: C5$3.12bn Price: C$3.9/sh Country: Canada / Mexico
REC. (unc): BUY TARGET (+20c): C$6.10/sh  RISK RATING (unc): SPECULATIVE

We see three takeaways from Discovery’s first full quarter since acquiring Porcupine: 2Q25 production of
50.6koz was a beat on our estimates despite planned mill shutdowns and lower grade stockpile processing,
albeit gold sales of ~43koz was in line (deferring ~8koz to 3Q). Cash costs of USS51,334/0z reported is
impressive, lifting to ~USS1,617/0z including site G&A and Pamour costs in line with our estimates on a
‘like for like’ basis. AISC of USS2,133/0z (incl. Pamour) is a 15% beat on our estimates driven by lower taxes
/ capital spend during the quarter. Financially, the company generated good FCF during the quarter, with
USS27m after acquisition related adjustments. We estimate FCF could have been ~US530m higher if they
sold all 50.6koz produced during the quarter. Excluding growth capex (~US528m), the implied FCF run rate
is an impressive ~USS85m pa. That said, we caution this is a growth year for Discovery. The company is
guiding higher production in 2H25 and an improvement on unit costs as Pamour ramps up to commercial
production in Q4 and as the investments in Hoyle and Borden to improve production profile materialize.
We’re modelling 2H25 production of 110koz at ~US52,370/0z AISC and expect the company to aggressively
grow over the coming quarters. Updating for 2Q financials, we maintain our BUY rating and increase our
Price Target to C56.10/sh (prev. C55.90/sh), based on a fully diluted 1.0x NAV5%-3000 for Porcupine and
0.2x for Cordero. Peer EV per 100koz of production valuations (Alamos, Orla) suggest a USS4-5bn
enterprise value at the targeted 300koz pa— ~2x DSV’s current EV. While 2025 is a ramp up year, Discovery
Silver remains among our top picks in the precious metal space.

Figure 1. SCP 2Q25 financial and operational metrics ‘estimates vs actuals’

Porcupine Operations 2Q25E 2Q25A 2Q25A Porcupine Financials (US$m 2Q25E 2Q25A A%

Gold price (US$/0z) US$/ozAu  $3113 $3,337 7% Gross revenue US$m 133 142 %

Gold produced koz Au 43.0 50.6 17% *SCPe total opex US$m (63) (63) -1%
Gold sold koz Au 42.8 42.6 1% Site Level EBITDA US$m 64 73 14%
Total ore processed (kt) kt 335 509 52% Total capex US$m (62) (50) -19%
Total mined (kt) kt 512 273 -47% DSV cash costs (as reported) US$/oz Au - $1,334

Head grade (g/t Au) g/t Au 43 34 21% *SCPe cash costs US$lozAu  $1,610 $1,617 0%

Recovery (%) % 93.0% 91.3% 2% AISC incl. Pamour US$loz Au_ $2,522 $2,133 -15%
Source: SCP, DSV *SCPe Cash costs excl. royalty, but adding site G&A and Pamour costs

Porcupine 2Q25 generates USS27m FCF despite ramp up and acquisition costs, +8koz Au unsold

Yesterday, Discovery Silver reported 2Q25 financials and operating results, the first quarter after acquiring
the Porcupine Complex on April 15™, the company also switched to reporting in USD this quarter.
Financials revenues for the quarter totaled US$142m from the sale of 42.6koz of gold for a realized price
of US$3,337/0z from 50.6koz produced at USS2,123/0z AISC (excluding Pamour). Quarterly production
costs were US$54.9m with taxes of US$19.0m for reported net income of USS5.53m resulting in net
income per share of US$0.01/sh, free cash flow of US$27.3m, EBITDA of US$55.2m, and quarter end net
cash balance of US$252.5m vs. US$10.5m in cash end of 1Q25, reflecting ~US$468.7 of net proceeds from
a Porcupine Acquisition financing package, US$67.1m net cash from operations, offset by US$200.6m of
cash considerations paid at closing, US$44.2m of capex, as well as US$51.6m in restricted cash related to
letters of credit and cash collateral for government required financial assurances. DSV is well capitalized
to fund growth and optimization plans for Porcupine and current expenditure plans at Cordero.

Operations: Mined ore tonnes for the quarter totaled 272.9kt (45.2kt Hoyle, 123.7kt Borden, 104kt
Pamour), production was supplanted by stockpiles leading to 509kt of ore milled at head grade of 3.39g/t
at 91.3% recovery for 50.6koz Au produced, 46.6koz Au poured, and 42.6koz Au sold. Throughput at the
plant was impacted by a two-week planned shutdown, scheduled by the previous owner, to replace
equipment in the thickening tank. DSV used the shutdown to opportunistically advance multiple other
projects in the crushing, grinding and carbon handling circuits. The plant throughput averaged ~8.5ktpd
(12ktpd nameplate). With USS$1,334/0z sold operating cash costs (excl. Pamour) and USS2,123/0z sold
(USS$1,872/0z sold site level) AISC excluding Pamour.
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Outlook: key priorities for 2H25 include investment to grow mining rates, increase production levels and
lower unit costs at Hoyle Pond and Borden; ramp up of production at Pamour; advance studies on the TVZ
zone, Dome Mine project, and Dome Mill expansion, and advance numerous exploration opportunities at
each of site, as well as at regional targets. DSV is targeting 140,000m in drilling in 2025 with goals for
resource conversion at Hoyle Pond, Borden, and Pamour for an initial reserve estimate for the three mines
in 2026. Drilling will also target resource conversion at the Dome Mine to update the Inferred Mineral
Resource, as well as a program at TVZ Zone with a plan to release an MRE in 1H26.

Figure 2. (A) Q2 cashflow waterfall chart (B) 2025 exploration program
Exploration Program Ramping Up

Change in Cash (March 31, 2025 - June 30, 2025)
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Source: Discovery Silver
Why we like Discovery Silver

1. Trackrecord of multi-billion-dollar value creation through best-in-class mgmt led by Tony Makuch
2. Quality assets with rich production history and strong resource scale

3. Near-term production uplift of SCPe +50kozpa to >300kozpa

4. Additional upside from 11Moz Dome pit and world-class Cordero project

Catalysts

e 2025: Porcupine quarterly production

e 2H25: Porcupine PFS / LOM study

e 2025: Exploration drilling (Pamour, Hoyle, Borden, TVZ)

e 1H26:TVZ MRE

e 2026: initial reserve estimate Hoyle Pond, Borden, and Pamour
e 2026: commercial production at Pamour

e 2025/2026: Dome trade off studies

Research

Brandon Gaspar (Toronto) m +1 437 533 3142 bgaspar@scp-rf.com
Omeet Singh (Toronto) m +1 647 527 7509 osingh@scp-rf.com

Moatasm Almaouie (Toronto) m +1 780 299 5151 malmaouie@scp-rf.com
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Gold price 2,387 3,039 3,050 3,004  Borden 1025 MRE 5.1 5.90g/t 1.0 5069/t 83
Dome 1025 MRE 20 tdegh 110 gt o4t
C$m Olship  NAVx C$/sh  Hoyle Pond 1025 MRE 1.7 13.67g/t 0.8 1729/ 66
Porcupine NPV @ 3Q25 3,973 100% 1.0x 479  Pamour 1Q25 MRE 88 1.31g/t 37 112g/t 318
Cordero NPV @ Build start 3,286 100% 0.2x 0.79  Cordero 1024 MRE 867 0.49g/t 13.6 429/t 1162
2Q25 Cash + Restricted Cash 100% 1.0x 051  Global MRE 1,191 0.78g/t 30.0 67g/t 2,570
Cash from options 100% 1.0x 0.02 Cordero 1024 P&P 327 0.69g/t 73 54/t 626
Porcupine resources ex invt @ $25/0z 100% 1.0x 0.46 Porcupine 1Q25 PEA Inventory 95 1.70g/t 54 150g/t 459
G&A /fin / deferred consideration 100% 1.0x (XX Capital structure Basic  FD for Options
Asset NAV5Y% US$3000/0z Shares out (m) 8024 8299
Market PINAVss, gy~ 0.42x  LECENENES CY24A CY25E CY26E CY27E CY28E
Average shares out (m) 398.3 652.1 802.4 802.4 802.4
Porcupine 1xNAV (C$m) $22000z  $26000z  $30000z  $34000z  $38000z EPS (C$/sh) - 0.18 0.33 0.32 0.39
Discount rate: 10% 1,222 2,001 2,781 3,560 4339  CFPS (C$/sh) - - 0.09 0.11 0.25
Discount rate: 7% 1,512 2,464 3,416 4,241 5193  EV (C$m) 1,533 2,317 2,834 2,743 2,541
Discount rate: 5% 1,637 2,742 3,846 4,951 6,055  FCF yield (%) - - 2% 3% 6%
Porcupine 1x NAVPS (C$/sh) $22000z  $26000z $30000z  $34000z $38000z PER (x) - 21.9x 11.8x 12.0x 9.9x
Discount rate: 10% 1.32 2.26 320 4.14 5.08  EV/EBITDA (x) - 10.3x 6.9x 6.7x 5.1x
Discount rate: 7% 1.67 2.82 3.96 511 (W/:B Income statement CY24A CY25E CY26E CY27E CY28E
Discount rate: 5% 1.97 3.30 597 7.30 Net revenue (US$m) - 506 789 804 899
Group 1x NAV over time Sep-28 COGS (US$m) - 225 343 360 367
Porcupine NPV (C$m) 3973 4,104 4,129 4,041 3,837  Gross profit (US$m) - 280 446 444 531
Cordero NPV (C$m) 2,633 2,765 2,903 3,049 3,308  D&A, attrib (US$m) - 19 16 26 38
G&A and fin. costs (C$m) (362) (340) (319) (248) (174)  G&A + sh based costs (US$m) 13 39 16 16 16
Net cash prior gtr (C$m) 422 360 498 699 904 Expensed Explo. (US$m) 0 9 16 16 16
Cash from options (C$m) 18.1 18.1 18.1 18.1 18.1 Net financial fees & costs (US$m) (1) 13 3 0 (1)
Resource ex rsvr (C$m) 384 384 384 384 384 Other + FX (US$m) 4 7 - - -
NAV FD (C$m) 7,069 7,291 7,613 7,943 8,277  Taxes (US$m) - 77 129 125 148
FD Shares in issue (m) 830 830 830 830 830  Netincome (US$m) (15) 116 266 260 315
1xNAV5%/sh FD (C$/sh) 8.52 8.79 9.17 9.57 997  EBITDA (US$m) (15) 226 411 412 501
PINAV (x): 0.46x 0.44x 0.43x 0.41x 0.39x  FCF (CFO-CFI) (US$m) (22) (260) 70 91 202
ROl to equity holder (% pa) 118% 50% 33% 25% 21% Cash flow, attrib. CY24A CY25E CY26E CY27E CY28E
Add D&A  share bsd (USS) 3 34 z 34 4
Group 1xNAV (C$m) $22000z  $26000z $30000z  $34000z  $38000z Adjust fin. cost (US$m) - 6 - - -
Discount rate: 10% 3,573 4,384 5,195 6,006 6,816  Change in wkg cap (US$m) 7 16 5) 2) (5)
Discount rate: 7% 4,547 5,541 6,534 7,527 8520  Other non-cash (US$m) 3 29 - - -
Discount rate: 5% 5410 6,566 7,722 8,878 10,084 | Cash flow ops (US$m) (15) 200 285 292 355
Group 1x NAVPS (C$/sh) $22000z  $26000z $30000z $34000z $38000z PP&E - build + sust. (US$m) Ul (206) (215) (164) (116)
Discount rate: 10% 248 344 4.40 5.36 6.33  PP&E - expl'n (US$m) - - - - -
Discount rate: 7% 2.96 414 5.32 6.50 7.68 Deferred consideration (US$m) - (52) - (38) (38)
Discount rate: 5% 3.39 4.76 7.51 8.88 Acquisitions & Other (US$m) - (204) - - -
(A5 S 0 A & | R e . S 1 B Cash flow inv. (US$m) (7) (461) (215) (202) (154)
Porcupine (Au 0000z) 161 260 269 301 318 Share issue (US$m) 1 173 - - -
Cordero (Ag 0000z) - - - - - Debt draw (repay) (US$m) 0) 0) - - -
Porcupine AISC (US$/0z) 2,294 2,073 1,968 1,621 1,536 NSR liability (US$m) - 298 - - -
Cordero AISC (US$/oz) - - - - - Cash flow fin. (US$m) 1 470 - - -
Total Asset AISC* (US$/oz AuEq) 2,294 2,073 1,968 1,621 1,536 Net change in cash post forex (US (21) 206 70 91 202
*SCPe AISC includes exploration and royalty payments *Production and AISC on attributable ba
== Porcupine (Au 0000z) =1 Cordero (Ag 0000z) ==om=Total Asset AISC* (USSloz AuEg) <25 (USSM) 2 21 27 387 589
Acc rec., inv, prepaid (US$m) 2 90 95 99 104
400koz 3000/0z  PP&E + other (US$m) 65 1,412 1,611 1,749 1,828
300Kkoz Total assets (US$m) 88 1,729 2,003 2,235 2,521
B ~ 2000/0z Debt & Leases (US$m) 1 1 1 1 1
200koz <> Accounts payable (US$m) 6 39 39 4 42
1000/0z SR, Deferred con / other (US$m 1 1,066 1,066 1,028 991
100koz Total liabilities (US$m) 8 1,106 1,106 1,070 1,033
Okoz ‘ ‘ ‘ ‘ Oloz Issued capital (US$m) 202 634 642 650 658
CY25EA CY26E CY27E CY28E CY29E Retained earnings (US$m) (122) (1) 255 515 830
Liabilities + equity (US$m) 88 1,729 2,003 2,235 2,521

Source: SCP estimates attributable to DSV
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DISCLOSURES & DISCLAIMERS

This research report (as defined under CIRO Rule 3600, Part B) is issued and approved for distribution in Canada by SCP Resource Finance LP
(“SCP”), an investment dealer who is a member of The Canadian Investment Regulatory Organization (“CIRO”) and the Canadian Investor
Protection Fund (“CIPF”). This research report is provided to retail clients and institutional investors for information purposes only. The opinions
expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or recommendations of SCP’s
research department. The information in this report is drawn from sources believed to be reliable but the accuracy or completeness of the
information is not guaranteed, nor in providing it does SCP or persons assume any responsibility or liability whatsoever. This report is not to be
construed as an offer to sell or a solicitation of an offer to buy any securities. SCP accepts no liability whatsoever for any loss arising from any use
or reliance on this research report or the information contained herein. Past performance is not a guarantee of future results, and no
representation or warranty, expressed or implied, is made regarding future performance of any security mentioned in this research report. The
price of the securities mentioned in this research report and the income they generate may fluctuate and/or be adversely affected by market
factors or exchange rates, and investors may realize losses on investments in such securities, including the loss of investment principal.
Furthermore, the securities discussed in this research report may not be liquid investments, may have a high level of volatility or may be subject
to additional and special risks associated with securities and investments in emerging markets and/or foreign countries that may give rise to
substantial risk and are not suitable for all investors. SCP may participate in an underwriting of, have a position in, or make a market in, the
securities mentioned herein, including options, futures or other derivatives instruments thereon, and may, as a principal or agent, buy or sell
such products.

DISSEMINATION OF RESEARCH: SCP’s research is distributed electronically through email or available in hard copy upon request. Research is
disseminated concurrently to a pre-determined list of clients provided by SCP’s Institutional Sales Representative and retail Investment Advisors.
Should you wish to no longer receive electronic communications from us, please contact unsubscribe @scp-rf.com and indicate in the subject line
your full name and/or corporate entity name and that you wish to unsubscribe from receiving research.

RESEARCH ANALYST CERTIFICATION: Each Research Analyst and/or Associate who is involved in the preparation of this research report hereby
certifies that:
. The views and recommendations expressed herein accurately reflect his/her personal views about any and all of the securities or
issuers that are the subject matter of this research report;
. His/her compensation is not and will not be directly related to the specific recommendations or view expressed by the Research
analyst in this research report;
. They have not affected a trade in a security of any class of the issuer within the 30-day period prior to the publication of this research
report;
. They have not distributed or discussed this Research Report to/with the issuer, investment banking group or any other third party
except for the sole purpose of verifying factual information; and
. They are unaware of any other potential conflicts of interest.

UK RESIDENTS: SCP Partners UK Limited (“SCP UK”) is an appointed representative of PillarFour Securities LLP which is authorized and regulated
by the Financial Conduct Authority. This document has been approved under section 21(1) of the FMSA 2000 by PillarFour Securities LLP
(“PillarFour”) for communication only to eligible counterparties and professional clients as those terms are defined by the rules of the Financial
Conduct Authority. Its contents are not directed at UK retail clients. PillarFour does not provide investment services to retail clients. PillarFour
publishes this document as non-independent research which is a marketing communication under the Conduct of Business rules. It has not been
prepared in accordance with the regulatory rules relating to independent research, nor is it subject to the prohibition on dealing ahead of the
dissemination of investment research. It does not constitute a personal recommendation and does not constitute an offer or a solicitation to buy
or sell any security. SCP UK and PillarFour consider this note to be an acceptable minor non-monetary benefit as defined by the FCA which may
be received without charge. This is because the content is either considered to be commissioned by SCP UK’s clients as part of their advisory
services to them or is short term market commentary. Neither SCP UK nor PillarFour nor any of its directors, officers, employees or agents shall
have any liability, howsoever arising, for any error or incompleteness of fact or opinion in it or lack of care in its preparation or publication;
provided that this shall not exclude liability to the extent that this is impermissible under the law relating to financial services. All statements and
opinions are made as of the date on the face of this document and are not held out as applicable thereafter. This document is intended for
distribution only in those jurisdictions where PillarFour is permitted to distribute its research.

IMPORTANT DISCLOSURES FOR U.S. PERSONS: This research report was prepared by SCP Resource Finance LP (“SCP”), a company authorized to
engage in securities activities in Canada. SCP is not a registered broker/dealer in the United States and, therefore, is not subject to U.S. rules
regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to
“major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”). Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or
related financial instruments based on the information provided in this research report should do so only through Sprott Global Resource
Investments Ltd. (“SGRIL”), a broker dealer in the United States registered with the Securities Exchange Commission (“SEC”), the Financial Industry
Authority (“FINRA”), and a member of the Securities Investor Protection Corporation (“SIPC”). Under no circumstances should any recipient of
this research report effect any transaction to buy or sell securities or related financial instruments through SCP.

SGRIL accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to a U.S.
person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not licensed, registered, or
qualified as a research analyst with FINRA and may not be an associated person of SGRIL and, therefore, may not be subject to applicable
restrictions under FINRA Rule 2241 regarding communications by a research analyst with a subject company, public appearances by the research
analyst, and trading securities held by a research analyst account. To make further inquiries related to this report, United States residents should
contact their SGRIL representative.
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ANALYST CERTIFICATION / REGULATION AC: The analyst and associate certify that the views expressed in this research report accurately reflect
their personal views about the subject securities or issuers. In addition, the analyst and associate certify that no part of their compensation was,
is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

SCP RESOURCE FINANCE EXPLANATION OF RECCOMENDATIONS: Should SCP issue research with recommendations, the research rating
guidelines will be based on the following recommendations:

BUY: The stocks total returns are expected to be materially better than the overall market with higher return expectations needed for
more risky securities markets

NEUTRAL: The stock’s total returns are expected to be in line with the overall market

SELL: The stocks total returns are expected to be materially lower than the overall market

TENDER: The analyst recommends tendering shares to a formal tender offering

UNDER REVIEW: The stock will be placed under review when there is a significant material event with further information pending;
and/or when the research analyst determines it is necessary to await adequate information that could potentially lead to a re-
evaluation of the rating, target price or forecast; and/or when coverage of a particular security is transferred from one analyst to
another to give the new analyst time to reconfirm the rating, target price or forecast.

NOT RATED (N/R): The stock is not currently rated

Research Disclosure Response

1 | SCP collectively beneficially owns 1% or more of any class of the issuer's equity securities* NO

The analyst or any associate of the analyst responsible for the report or recommendation or any individual directly

. . . . . \ - . L. NO
involved in the preparation of the report holds or is short any of the issuer's securities directly or through derivatives

An SCP partner, director, officer or analyst involved in the preparation of a report on the issuer, has during the preceding
3 | 12 months provided services to the issuer for remuneration other than normal course investment advisory or trading NO
execution services

SCP has provided investment banking services for the issuer during the 12 months preceding the date of issuance of the

4 research report or recommendation YES
Name of any director, officer, employee or agent of SCP who is an officer, director or employee of the issuer, or who

> serves in an advisory capacity to the issuer NO

6 | SCPis making a market in an equity or equity related security of the issuer NO

7 | The analyst preparing this report received compensation based upon SCP's investment banking revenue for the issuer NO

8 | The analyst has conducted a site visit and has viewed a major facility or operation of the issuer YES

9 | The analyst has been reimbursed for travel expenses for a site visit by the issuer NO

SCP Resource Finance Equity Research Ratings:

Summary of Recommendations as of August 2025
BUY: 52
HOLD: 0
SELL: 0
UNDER REVIEW: 1

0
0

TENDER:
NOT RATED:

TOTAL 53

L As at the end of the month immediately preceding the date of issuance of the research report or the end of the second most recent month if the
issue date is less than 10 calendar days after the end of the most recent month




