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Pembridge Announces Restructuring to Remove
Direct Financial Commitments
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Pembridge Resources plc (“Pembridge”) has announced an update to its
funding obligations to Minto Explorations Ltd ("Minto") and future capital
requirements including a restructuring of the Minto ownership.
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The Proposed Changes

Price Chart

In light of the current financial market conditions as a result of the COVID-19
pandemic and the potential for material cash calls on Pembridge, the
Company has agreed with the other shareholders of Minto (collectively "the
US Investors") to remove certain future funding obligations of Pembridge and
to restructure the Minto share ownership. This decision was in part aided by
the additional risk posed by a potential legal dispute between Pembridge and
the US Investors under the Shareholders' Agreement dated 3 June 2019
between Pembridge, Minto, and the US Investors and has reduced
Pembridge’s economic interest in the Minto project from 33% to 11%. In
exchange the Company has removed direct ongoing Pembridge financial
commitments of US$6.4 – US$22.1M.
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Comment

Company Summary
Pembridge is a copper producer, having
re-starting production at the Minto high
grade copper mine in the Yukon.
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This development has come at a surprise given how well Pembridge finished
2019 and started 2020. However, with a copper price languishing around
US$2.20/lb as the impact of COVID 19 is felt around the world, it would have
been a hard ask and potentially more dilutive to meet further cash calls by
Minto, which would have been sourced from the plc level. After allowing for
by-product credits, BHC calculates that the cash cost of producing copper at
the Minto mine is just under US2/lb assuming that the commissioning goes
smoothly. It is our understanding that exploration drilling is still moving
forward given its importance on expanding the mine life and unlocking the
potential economics. The cost of exploration is not included in the cash cost
of producing copper.
The actual potential dispute with the US Investors in Minto centres on a legal
interpretation of Pembridge’s contractual obligations. Previously, the Joint
Advisory Committee of Minto (consisting of representatives from Pembridge
and the US Investors) authorized a $3M capital call to fund working capital,
which was due to be paid by Pembridge under the Shareholders' Agreement.
As previously reported, Pembridge has loaned Minto the equivalent of US$3M
via payment into an escrow surety account on behalf of Minto (the "Control
Account") and thus considered that Pembridge had met its obligations with
respect to its US$3M cash call contribution to Minto. The US Investors intended
to challenge this interpretation which would likely have led to a potential legal
battle.
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Perhaps what helped tip the scale was the US Investors’ willingness to support a decision by the Minto Board of Directors
for Minto to take over all of Pembridge's future payment obligations with respect to the Control Account. This action will
reduce the financing commitments of Pembridge by a minimum of CAD$2M and up to CAD$3M.
Further, the US Investors have also agreed to support a decision by the Minto Board of Directors for Minto to take over all
future consideration payments due from Pembridge to Capstone Mining Corporation ("Capstone") in accordance with the
Share Sale and Purchase Agreement dated 3 June 2019. Previously Pembridge had been expected to pay a minimum of
US$5M and up to US$20M out of the income that it derived from Minto. In the BHC modelling we had assumed that not
all these payments were met as some depended on the copper price and we thought that it might not hit the required
prices.
Interestingly, Pembridge can expect the repayment of its loan to Minto, arising from its previous contributions of C$4M
into the Control Account in 2022.
In summary, whilst Pembridge has reduced its valuable stake in Minto by 22%, it has also managed to hand off direct
liabilities of US$6.4M to US$22.1M. It will be refunded US$3M in due course (its advance of payments into the Control
Account) and will at some stage begin to benefit from its 11% stake in a producing copper/gold mine. The CEO has invested
circa £4M into the Company over the last 6months and we are intrigued to see how things play out from here.
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Research Disclosures
Peter Rose
Peter has 34 years’ experience in equities as a resources analyst; he has been at Brandon Hill Capital for 14 years, after
having spent 11 years with Deutsche Bank in Australia. Prior to this he spent 2 years with Prudential Bache and 6 years with
James Capel. Peter's industry experience includes 16 years as a metallurgist, 3 years with De Beers in South Africa and 9
years in the uranium industry, six of which were spent at the Ranger Uranium mine. Peter holds a BSc degree in Applied
Mineral Science from Leeds University UK and a Bachelor of Commerce from the University of South Africa. Peter is also a
member of the Institute of Materials, Mining & Metallurgy and a chartered engineer.
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Investment Analyst Certification
All research is issued under the regulatory oversight of Brandon Hill Capital Limited. Each Investment Analyst of Brandon
Hill Capital Limited whose name appears as the Author of this Investment Research hereby certifies that the
recommendations and opinions expressed in the Investment Research accurately reflect the Investment Analyst’s personal,
independent and objective views about any and all of the Designated Investments or Relevant Issuers discussed herein
that are within such Investment Analyst’s coverage universe.
Brandon Hill Capital Limited provides professional independent research services and all Analysts are free to determine
which assignments they accept, and they are free to decline to publish any research notes if their views change.
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Research Disclaimers
Research disclosure as of 08 April 2020
Company Name
Pembridge Resources (PERE LSE)

Disclosure
1, 2, 7,8

Investment Research Disclosure Legend:
1.

In the past 12 months, Brandon Hill Capital Limited or its affiliates have had corporate finance mandates or
managed or co-managed a public offering of the Relevant Issuer’s securities or received compensation for
Corporate Finance services from the Relevant Issuer.

2.

Brandon Hill Capital Limited expects to receive or intends to seek compensation for Corporate Finance services
from this company in the next six months.

3.

The Investment Analyst or a member of the Investment Analyst’s household has a long position in the shares or
derivatives of the Relevant Issuer.

4.

The Investment Analyst or a member of the Investment Analyst’s household has a short position in the shares or
derivatives of the Relevant Issuer.

5.

As of the month end immediately preceding the date of publication of this report, or the prior month end if
publication is within 10 days following a month end, Brandon Hill Capital Limited and / or its affiliates beneficially
owned 1% or more of any class of common equity securities of the Relevant Issuer.

6.

A senior executive or director of Brandon Hill Capital Limited or a member of his or her household is an officer,
director or advisor, board member of the Relevant Issuer and / or one of his subsidiaries.

7.

Brandon Hill Capital Limited acts as corporate broker for the Relevant Issuer.

8.

The Investment Analyst who is responsible for the preparation of this Investment Research is employed by Brandon
Hill Capital Limited, a securities broker-dealer.

9.

The Investment Analyst who is responsible for the preparation of this Investment Research has received (or will
receive) compensation linked to the general profits of Brandon Hill Capital Limited.
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Disclaimer: Important Information
This document is not independent and should not be relied on as an impartial or objective assessment of its subject matter. Given the foregoing,
this document is deemed to be a marketing communication and as such has not been prepared in accordance with legal requirements designed
to promote the independence of investment research and Brandon Hill Capital Limited is not subject to any prohibition on dealing ahead of
dissemination of this document as it would be if it were independent investment research.
This document has been issued by Brandon Hill Capital Limited for information purposes only and should not be construed in any
circumstances as an offer to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution,
form the basis of, or be relied upon in connection with, any contract relating to such action. This document has no regard for the specific
investment objectives, financial situation or needs of any specific entity. Brandon Hill Capital Limited and/or connected persons may, from time
to time, have positions in, make a market in and/or effect transactions in any investment or related investment mentioned herein and may provide
financial services to the issuers of such investments. The information contained herein is based on materials and sources that we believe to be
reliable, however, Brandon Hill Capital Limited makes no representation or warranty, either express or implied, in relation to the accuracy,
completeness or reliability of the information contained herein. Opinions expressed are our current opinions as of the date appearing on this
material only. Any opinions expressed are subject to change without notice and Brandon Hill Capital Limited is under no obligation to update the
information contained herein. None of Brandon Hill Capital Limited, its affiliates or employees shall have any liability whatsoever for any indirect
or consequential loss or damage arising from any use of this document.
This report has been approved in the UK by Brandon Hill Capital Limited 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 clients or eligible counterparties
of Brandon Hill Capital Limited (all such persons together being referred to as “relevant persons”). This report must not be acted on or relied up
on by persons in the UK who are not relevant persons.
Neither this report nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be 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 jurisdictions may constitute a violation of UK or US securities law, or the law of any such other jurisdictions.
Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this
document may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own
financial objectives and financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily
a guide to future performance and an investor may not get back the amount originally invested. Where investment is made in currencies other
than the investor’s base currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and
bases for taxation may change. When we comment on AIM or NEX shares you should be aware that because the rules for those markets are less
demanding than the Official List of London Stock Exchange plc, the risks are higher. Furthermore, the marketability of these shares is often
restricted.
Brandon Hill Capital Limited and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such
business from, any of the companies referred to in this document. Accordingly, information may be available to Brandon Hill Capital Limited that
is not reflected in this material and Brandon Hill Capital Limited may have acted upon or used the information prior to or immediately following
its publication. In addition, Brandon Hill Capital Limited, the directors and employees thereof and/or any connected persons may have an interest
in the securities, warrants, futures, options, derivatives or other financial instrument of any of the companies referred to in this document and may
from time-to-time add or dispose of such interests. Neither the whole nor any part of this material may be duplicated in any form or by any means.
Neither should any of this material be redistributed or disclosed to anyone without the prior consent of Brandon Hill Capital Limited. Brandon Hill
Capital Limited is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange.
Brandon Hill Capital Limited may distribute research in reliance on rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are
major US Institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any failure to
comply with this restriction may constitute a violation of the relevant country’s laws for which Brandon Hill Capital Limited does not accept any
responsibility. By accepting this document you agree that you have read the above disclaimer and to be bound by the foregoing
limitations/restrictions. Please note that unless otherwise stated, the share price used in this publication is taken at the close of business for the
previous day.
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