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North River Resources plc (“North River” or the “Company”)
Financing Proposal and Notice of GM
Further to the announcement dated 22 July 2015, North River Resources, the AIM quoted resource
company focused on the Namib Project Lead-Zinc Project (‘Namib Project’) in Namibia, provides an
update in respect to its proposed near term financing plan to raise US$4.0 million (‘Phase One
Fundraising’), which will be used to progress the Company’s flagship Namib Project to a construction
decision.
Highlights


Phase One Fundraising requirement of US$4.0 million will enable the Company to continue to
work towards delivering an economically and operationally robust project ahead of construction.
Work programmes employing Phase One Fundraising will include:
o

initial Front End Engineering & Design (‘FEED’)

o

early development of the Namib Project North decline

o

sourcing of plant and equipment

o

on-going underground development programme required to establish access for the next
phase of resource expansion drilling

o


recruitment of technical and operational staff at the Namib Project

Greenstone Placing, and Placing and Open Offer:
o

Phase One Fundraising proposed to be raised in two stages, an initial placing of unsecured 10
per cent. convertible loan notes 2018 (‘Tranche One Notes’) and a subsequent placing
(‘Placing’) and open offer (‘Open Offer’) of new ordinary shares to new and certain existing
shareholders of the Company

o

Greenstone Resources L.P. (‘Greenstone’), the Company’s largest shareholder will
conditionally subscribe or underwrite the full US$4.0 million Phase One Fundraising

o

Greenstone will subscribe US$1.2 million for the Tranche One Notes immediately following
the General Meeting, subject to shareholder approval

o

a Placing and an Open Offer open to all Qualifying Shareholders to raise up to US$2.8 million
is intended to be launched in September 2015, conditionally underwritten by Greenstone (the
‘Underwriting Facility’ and together with the placing of the Tranche One Notes, the
‘Greenstone Placing’), subject to shareholder approval
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Assuming the Placing and Open Offer proceed to raise US$2.8 million from investors other than
Greenstone, the Tranche One Notes will be converted such that Greenstone will hold no more
than 29.99 per cent. of the then Issued Share Capital



The Greenstone Placing provides the Company with critical funding to continue operations, while
also providing certainty of funding to allow the Company to continue advancing the development
of the Namib Project simultaneously with preparations for the Placing and Open Offer



The Phase One Fundraising requirement nominally assumes for planning purposes that the
Company will receive the Mining Licence on or before the 31 October 2015



Shareholder approval for disapplication of statutory pre-emption rights in respect of the Phase
One Fundraising proposals, consisting of the Greenstone Placing and the proposed Placing and
Open Offer, and an additional working capital headroom of US$2.0 million is to be sought at a
general meeting of the Company to be held at 11.00 a.m. (UK time) on 28 August 2015 at the

offices of Shakespeare Martineau LLP, 5th Floor, One America Square, Crosswall, London, EC3N 2SG
(‘General Meeting’), further details of which are set out in a circular being posted to shareholders
today


Shareholder call to be hosted by North River Chief Executive Officer, James Beams, at 10.30am
on Wednesday 12 August to discuss the financing proposal, further information and dial in details
are set out below

Defined terms used in this announcement which have not been defined in the body of this
announcement shall, unless the context otherwise requires, have the meaning given to them in
Appendix III.
North River Chief Executive Officer James Beams said, “The proposed fundraising, which has been
structured to allow qualifying shareholders the opportunity to participate, will enable the Company
to commence initial FEED and continue mine development work ahead of receipt of the Mining
Licence. This is in line with our vision to develop the Namib Project into an efficient and commercial
production asset in Namibia for relatively low capital expenditure. While the licence application
process has prompted some slippage in the development schedule, we are confident that this will
soon be forthcoming. As demonstrated by Greenstone’s on-going support for the Namib Project, we
are not alone in this belief, and I am hopeful that our shareholders share this confidence in what is
a stand-out brownfield asset located in a highly attractive mining environment.”
Greenstone Founder, and North River Director, Mark Sawyer said, “Through the current difficult
market climate Greenstone remains supportive of North River and the Namib Project. The funding
facility provided by Greenstone, as announced today, provides the Company with critical capital to
advance the Namib Project through the next phase of work, while allowing qualifying shareholders
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to participate in a Placing and Open Offer, thereby allowing such shareholders to share pro-rata in
the funding needs and ownership of the Company.

Greenstone looks forward to North River

achieving the milestones required to reach a construction decision, and ultimately advancing the
Namib Project through to production.”
For further information please visit www.northriverresources.com or contact:
James Beams

North River Resources Plc

Tel: +44 (0) 20 7025 7047

Andrew Emmott/

Strand Hanson Limited

Tel: +44 (0) 20 7409 3494

RFC Ambrian Limited

Tel: +44 (0) 20 3440 6800

St Brides Partners Limited

Tel: +44 (0) 20 7236 1177

Ritchie Balmer
Jonathan Williams/ Kim
Eckhof
Elisabeth Cowell/
Lottie Brocklehurst
Shareholder Call
The Company will host a shareholder conference call at 10.30 a.m. UK time on Wednesday 12 August.
The call will be hosted by CEO, James Beams, and he will talk through this announcement and a
presentation regarding the financing proposal, which will be made available on the Company’s
website. Following the presentation James Beams will then answer queries submitted from
shareholders.
To participate in this conference call, please dial +44 (0) 808 109 0701, or +44 (0) 20 3003 2701 if you
are calling from outside of the UK, and type in 4097346# as the participant code. Please note that
all lines will be muted with the exception of North River’s management, however the Company invites
shareholders to submit questions to its public relations advisers, St Brides Partners Ltd, ahead of the
call via email to shareholderenquiries@stbridespartners.co.uk. The management team will strive to
answer as many questions as possible during the course of the call.
In addition, to view a copy of the presentation online during the call, please go to
www.meetingzone.com/presenter and log on as a participant using 4097346# as the participant code.
On the right hand side of your computer screen you will find an option to submit questions during the
call (please note you will only be able to see the presentation and the Q&A section once the call has
been made live by the host).
Unfortunately the online presenter programme is not compatible with iPads and iPhones but if you
are listening to the call and would like to send questions during this time, please email them to
shareholderenquiries@stbridespartners.co.uk by referencing ‘North River Resources’ in the subject
line and these will be passed onto the Company for you.
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Please note, the call and webpage will be made live at 10.20 a.m. UK time to give you time to log on
but the call will not commence until 10.30 a.m.
If you have any problems accessing the call, please contact St Brides Partners Ltd on
shareholderenquiries@stbridespartners.co.uk or on the telephone number +44 (0) 20 7236 1177.
Proposed fundraising of up to US$4.0 million to be placed with and/or underwritten by
Greenstone Resources LP and Notice of General Meeting
1.

Introduction

The Company announced on 22 July 2015 plans for two stages of fundraising. The first would
provide working capital to enable ongoing development of the Namib Project through to the
point at which a decision can be taken to commence construction of the mine. The second would
be to fund construction of the mine and would represent the larger proportion of the total estimated
requirement of US$25-30 million. The Company announced today further details of its plans for the
first stage of that fundraising, being a total amount of US$4.0 million comprising an initial US$1.2
million in convertible loan notes (being the Tranche One Notes) to be placed with Greenstone, and
a placing (being the Placing) and open offer, open to all Qualifying Shareholders, (being the Open
Offer) to raise US$2.8 million. The full further amount of US$2.8 million is to be conditionally
underwritten by Greenstone (being the Underwriting Facility). The Company intends to launch
the Placing and Open Offer in September 2015, at which point a further circular will be issued to
Shareholders inviting Qualifying Shareholders to participate in the Open Offer. The Directors believe
that this fundraising will allow the Company both to continue advancement of the Namib Project
towards a construction decision and to meet immediate working capital requirements. The Board
believes that the

development of the Namib Project is the best strategy to unlock value for all

Shareholders.
A circular (the “Circular”) is being sent to Shareholders today giving notice of the General Meeting
to consider a resolution to authorise the Directors to issue equity securities for the purposes of the
Phase One Fundraising free of statutory pre-emption rights (the “Resolution”).
The Tranche One Notes together with the Underwriting Facility (together being the Greenstone
Placing),

conditionally cover the full US$4.0 million anticipated to be required for the Phase One

Fundraising through to the end of 2015 ensuring that, subject to the passing of the Resolution and
the Conditions being satisfied or waived, the Company has committed funds to enable it to continue
to develop the Namib Project through a construction decision, assuming that the Mining Licence is
issued and Phase Two Fundraising is achieved without undue delay (it being noted that the current
Work Programme nominally assumes that the Mining Licence will be issued on or before 31 October
2015). The Greenstone Placing is structured by way of two tranches of Convertible Loan Notes,
comprising:
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(a)

US$1.2 million on a firm basis before expenses, subject only to Shareholder approval of the
Resolution and satisfaction or waiver of the Conditions, through a placing to Greenstone of
US$1.2 million of Convertible Loan Notes (being the Tranche One Notes); and

(b)

up to US$2.8 million on a conditional basis before expenses, subject to Shareholder
approval, satisfaction or waiver of the Conditions and levels of acceptance under the Open
Offer and participation in the Placing (being the Underwriting Facility), through a placing
of up to US$2.8 million of Convertible Loan Notes (the “Underwriting Loan Notes”).

The Open Offer and Placing will both be carried out at a price (the “Issue Price”) to be determined
by the Board, in consultation with its broker, RFC Ambrian Limited, by reference to the market
price of the Company’s Ordinary Shares and the market conditions prior to the launch of the Open
Offer and Placing.
The Convertible Loan Notes will (assuming the Resolution is approved and the Conditions are satisfied
or waived) be convertible at a price equal to the lower of the Issue Price converted into US$
applying the FT Exchange Rate and US$0.0046413 (the “Conversion Price”).
The Independent Directors recommend the Resolution be approved. It will enable the provision
of:


immediate working capital required to allow the Company to continue as a going concern;



funding for the continued advancement of the Namib Project, which is what the Board believe
is currently the best strategy to unlock value for all Shareholders;



the opportunity for all Qualifying Shareholders to participate in the Open Offer;



funding certainty for the Company with the total funding need conditionally underwritten
by the Underwriting Facility in the event that there is a shortfall in the Open Offer and/or
Placing.

If the Resolution is not approved and/or the Conditions are not satisfied or waived, the
Greenstone Placing will not proceed. Without access to the funds from the Greenstone Placing,
the Company would immediately need to seek to secure alternative sources of funds to enable
it to fund its corporate activities in the period immediately following the General Meeting. The
Independent Directors are unable to provide any assurance that any alternative financing could
immediately be secured or, that if it were secured, it would be on terms as favourable to
the Company or would not result in a substantial dilution of Shareholders’ interests. If no
funds were immediately available, it is highly likely that the Company would cease to be able
to trade, in which circumstances it is unlikely that there would be any value attributable to
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Shareholders. The Independent Directors have, before entering negotiations with Greenstone,
considered alternative sources of financing (including both debt and equity funding) and believe
it is highly unlikely that the Company could secure funding on as favourable terms on a timely
basis in such circumstances particularly given the recent downturn in commodity prices. Even
if financing were immediately available and the Company were able to continue trading, the
Independent Directors believe that the circumstances of such financing could result in a
material adverse effect on the share price of the Company.
Assuming the Open Offer and the Placing proceed to raise US$2.8 million from investors other
than Greenstone, the Tranche One Notes will be converted either fully or in part (depending
on the Issue Price and the FT Exchange Rate) such that Greenstone will hold no more than
29.99 per cent. of the Issued Share Capital following the Open Offer and the Placing and such
conversion.
The background to, and reasons for, the Greenstone Placing are described in paragraph 2 below, and
further details of the terms of the Subscription Agreement and Convertible Loan Note Instrument are
set out Appendix I. The unanimous recommendation of the Independent Directors, and the reasons
for it are, given in paragraph 12 below.
2.

Background to and reasons for the Greenstone Placing

As set out in the Company’s announcement dated 22 July 2015, it was originally anticipated that part
of the Company’s equity requirement to develop the Namib Project would be met from the
remainder of the

conditional commitments from Greenstone as set out in the investment

agreement dated 3 July 2014 (the “2014 Investment Agreement”). The Company has to date
received two funding tranches from Greenstone,

amounting to a total of US$6.0 million.

Greenstone’s obligation to advance the remaining third and fourth tranches, totalling US$6.0 million
(the “Final Tranches”), was subject to the Company achieving a number of project milestones.
The development timeframe for the Namib Project has changed since the 2014 Investment
Agreement was agreed. A Board review of the definitive feasibility study (“DFS”), which was
announced in November 2014, highlighted additional work required to allow the Board to make an
informed investment decision to develop the Namib Project. This review, and the resulting need
for additional work, resulted in a revised

development timeframe. In light of the revised

development timeframe for the Namib Project, the Independent Directors concluded that the
relevant project milestones, including completion of the engineering design work to the degree
of accuracy required under the 2014 Investment Agreement that would allow the Board to make
an informed construction decision, were not achievable before the long-stop date under the 2014
Investment Agreement of 4 October 2015. As a result, the Company and Greenstone agreed to
terminate the 2014 Investment Agreement. However, Greenstone has indicated that it remains a
committed Shareholder and is supportive of the Company’s development plans for the Namib Project
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and the

next phase of work. The Board appreciates the commitment Greenstone has made, as a

strategic cornerstone investor to support the Phase One Fundraising.
As noted above, the Company intends to launch the Open Offer and Placing in order to raise sufficient
equity financing to see the Company through to the end of 2015 and a construction decision in
relation to the Namib Project, assuming that the Mining Licence is issued and Phase Two Fundraising
is achieved without

undue delay (it being noted that the current Work Programme nominally

assumes that the Mining Licence

will be issued on or before 31 October 2015). The Company

currently has total cash resources of approximately US$500,000, and so requires additional working
capital in the short term to maintain development of the Namib Project according to the current
timetable.
Shareholders voted against the resolution to dis-apply statutory pre-emption rights at the Company’s
annual general meeting held on 25 June 2015. As a result the Company is constrained as it does
not have the

authority to make any offer of Ordinary Shares to any investor (whether existing

Shareholders or third party investors) without first offering such Ordinary Shares to all Shareholders,
in every jurisdiction in which any

Shareholder is based, in proportion to Shareholders’ existing

holdings. The Company is of the view, having taken appropriate advice, that the financial and time
cost of any such pre-emptive offer would be prohibitive, and that any such fully pre-emptive offer is
therefore not practicable at this time.
The Company, having reviewed current weak commodity market conditions and following consultation
with

its broker, RFC Ambrian Limited, has also determined that, in order that Qualifying

Shareholders have adequate time to participate in an Open Offer and that the Company can most
effectively market the issue to investors, it would not be appropriate to launch the Placing and
Open Offer during the summer period. As such it is currently intended that the Placing and Open
Offer will be launched in September 2015.
Consequently, the Company has requested Greenstone, and Greenstone has agreed, to commit to
enter into

the Greenstone Placing. Subject to Shareholder approval of the Resolution and the

satisfaction or waiver of the Conditions, the Greenstone Placing secures a commitment for the
required funds and provides a cash injection so that progress on the Namib Project (as set out in
paragraph 7 below) can be continued while the Company prepares for the Placing and Open Offer.
The preparation includes obtaining the relevant Shareholder approvals by virtue of the Resolution to
allow an Open Offer to be made in a cost efficient and practical manner (as set out above). Further,
the Greenstone Placing conditionally underwrites the entire funding requirement of the additional
US$2.8 million and provides funding certainty for advancement of the Namib Project and ongoing
working capital needs regardless of the outcome of the Placing and the Open Offer.
The Company has therefore reached agreement with Greenstone as to the terms on which
Greenstone is willing to provide a minimum of US$1.2 million, and up to a total of US$4.0 million,
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by:
(a)

subscribing for US$1.2 million of Convertible Loan Notes, convertible at the Conversion
Price, conditional on Shareholders approving the Resolution and satisfaction or waiver of the
Conditions,

with such subscription to occur within approximately 14 Business Days after

approval of the Resolution (being the Tranche One Notes); and
(b)

agreeing to underwrite the Open Offer and Placing through the potential subscription for
additional Convertible Loan Notes, also convertible at the Conversion Price, up to a total
maximum amount (excluding the Tranche One Notes) of US$2.8 million subject to the
Resolution being approved and satisfaction or waiver of the Conditions (being the Underwriting
Facility).

Assuming the Open Offer and the Placing proceed to raise US$2.8 million from investors other
than Greenstone, the Tranche One Notes will be converted either fully or in part (depending on
the Issue Price and the FT Exchange Rate) such that Greenstone will hold no more than 29.99 per
cent. of the Issued Share Capital following the Open Offer and the Placing and such conversion.
Under the terms of the Greenstone Placing, Greenstone may deduct from the Tranche One Notes
amount (being US$1.2 million) (on payment thereof in accordance with the terms of the Subscription
Agreement) the

sum of US$200,000 (being 5 per cent. of the total amount of Greenstone’s

commitment of US$4.0 million

pursuant to the Greenstone Placing) in consideration for the

obligations of Greenstone under the Subscription Agreement.
Completion of the Greenstone Placing is conditional on the Resolution being approved by Shareholders
and is subject to the satisfaction or waiver of the following conditions (which apply equally to the
issue of the Tranche One Notes and any Underwriting Loan Notes):
(a)

no material change having occurred prior to the date of the relevant subscription as to the
business, assets, capital structure or prospects of the Company, in the reasonable opinion of
Greenstone; and

(b)

nothing having occurred or failed to occur which amounts to an event of default pursuant to
the terms of the Convertible Loan Note Instrument (as summarised in Appendix I below), or
would do so if at the time of the occurrence or failure in question the Convertible Loan Note
Instrument had been executed (conditions (a) and (b) together being the “Conditions”).

Greenstone has the sole right to determine whether the Conditions have been satisfied or have
become incapable of satisfaction.
As noted in (b) above, the Convertible Loan Notes are subject to certain events of default, which
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are more fully summarised in Appendix I below.
The terms of the Greenstone Placing are set out in more detail in Appendix I below.
3.

The Code

The Company is a public company incorporated in England and its Ordinary Shares are admitted to
trading on AIM. Accordingly, the Code applies to the Company.
Under Rule 9 of the Code, where: (i) any person acquires an interest in shares (as defined in the Code)
which,

when taken together with shares in which he or persons acting in concert with him are

interested, carry 30 per cent. or more of the voting rights of a company subject to the Code; or
(ii) any person who, together with persons acting in concert with him, is interested in not less than
30 per cent. but does not hold shares carrying more than 50 per cent. of the voting rights of a
company subject to the Code and such person, or persons acting in concert with him, acquires
further interests in shares which increase his percentage of the voting rights, such persons are
normally obliged to make a general offer to all the remaining shareholders to purchase, in
cash, their shares at the highest price paid by him, or any person acting in concert with him,
within the preceding 12 months (a “Mandatory Offer”).
As stated above, assuming the Open Offer and the Placing proceed to raise US$2.8 million from
investors other than Greenstone, the Tranche One Notes will be converted either fully or in part
(depending on the Issue Price and the FT Exchange Rate) such that Greenstone will hold no more
than 29.99 per cent. of the Issued Share Capital following the Open Offer and the Placing and such
conversion.
Greenstone currently holds approximately 29.48 per cent. of the Issued Share Capital. Greenstone
may have the ability to increase its shareholding significantly above 30 per cent. or, possibly, 50
per cent. of the then Issued Share Capital on any conversion of the Tranche One Notes, Underwriting
Loan Notes, and any further Convertible Loan Notes arising from settlement of unpaid interest by
the issue of further Convertible Loan

Notes in accordance with the Convertible Loan Note

Instrument. However, this would require that, among other things: (i) the Placing and the Open
Offer are not fully subscribed to raise US$2.8 million; and (ii) the Underwriting Facility is therefore
required to be used.
In certain circumstances it is possible to seek a waiver from the Panel of the obligation to make a
Mandatory Offer. Such a waiver would require the approval of a majority of the independent
shareholders of the relevant company, excluding the party seeking the waiver (a “Whitewash”).
The process of obtaining a Whitewash is costly and time-consuming and would be likely to slow
up the process of raising much needed finance for the Company in the short term. Accordingly,
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Greenstone has requested the Company not to seek a Whitewash, and accepts that any conversion
of the Convertible Loan Notes which causes Greenstone’s shareholding to increase to 30 per cent.
or more of the then Issued Share Capital will trigger a requirement on Greenstone to make a
Mandatory Offer at the highest price paid by Greenstone for any interest in Ordinary Shares in the
previous 12 months.
The Greenstone Placing is conditional on the Resolution being approved by Shareholders, so that
Shareholders (including Greenstone) do have the ability to consider, and vote on, the Resolution
having regard to the terms of the Greenstone Placing.
4.

Relationship Agreement

Pursuant to the Relationship Agreement (entered in to at the same time as the 2014 Investment
Agreement and which remains in force for such time that Greenstone (or any member of its group)
retains a Significant Interest in the Company) certain restrictions are placed on Greenstone. These
include (but are not limited to)

a requirement for all agreements between the Company and

Greenstone (or its group) to be concluded on an arm’s length basis, an undertaking not to influence
or seek to influence the running of the Company or any member of the Group at an operational level
(without the consent of the Company’s chief executive officer), an undertaking not to exercise voting
rights to seek or procure any amendment to the Articles which would be inconsistent with the terms
of the Relationship Agreement, and usual orderly market restrictions.
Greenstone also enjoys certain benefits and protections pursuant to the Relationship Agreement.
These include (but are not limited to) the right to appoint a director to the Board whilst Greenstone
(or any member of its group) holds a Significant Interest, the right for the Greenstone-nominated
director to join certain committees of the Company, a right to participate in any issue of equity
carried out by the Company so as to maintain Greenstone’s percentage shareholding, and certain
marketing rights in relation to the products produced by the Company’s projects (including, without
limitation, the Namib Project).
Greenstone may, upon conversion of the Convertible Loan Notes, be entitled to increased marketing
rights under the Relationship Agreement. Under the Relationship Agreement, Greenstone will have
the right, from 3 July 2017, being the third anniversary from the date of the Relationship Agreement,
and for so long as it holds an interest in voting rights representing 15 per cent. or more of the rights
to vote at a general meeting of the Company, to nominate potential customers and be afforded the
opportunity to negotiate and purchase on an arm’s length basis and on terms no less favourable to
the Company than those offered to third parties a proportion of the Company’s mineral production,
equal to its interest in such voting rights. Therefore, for so long as such right exists, any conversion
of Convertible Loan Notes will increase such right.
With effect from the issue of the Tranche One Notes, which is conditional on the Resolution being
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passed and the Conditions being satisfied or waived, the Relationship Agreement will be amended;
details of the proposed changes are set out in paragraph A5 of Appendix I below.
5.

Related Party Transaction

Greenstone is a related party of the Company for the purposes of the AIM Rules by virtue of its
shareholding. In such circumstances, the Independent Directors are required by the AIM Rules, in
consultation with Strand Hanson, the Company’s nominated adviser under the AIM Rules, to consider
the proposals and reach an opinion as to whether the terms of the transaction are fair and reasonable
insofar as Shareholders are concerned.
The Independent Directors have considered other sources of funding before entering into
negotiations and ultimately reaching agreement with Greenstone. In general terms, raising debt
or equity finance for pre- production mining ventures has become more and more difficult over
the last five years, as both debt and equity investors have increasingly turned away from the
sector and commodity prices have continued to

weaken.

The Independent Directors have

considered other alternative sources of funding, including bank debt and private equity, and have
concluded that such alternatives would not be available to the Company, within the required
timeframe, on terms more beneficial than those offered by Greenstone.
The Company has been successful in the past in raising small tranches of equity funding of around
US$1.0

million from equity investors. However, the Independent Directors believe that the

Company’s near term

funding requirements are such that a larger raise is necessary to allow

management to commit to reaching a construction decision. The Greenstone Placing:


secures US$1.2 million in the relative short term, subject to Shareholder approval and satisfaction
or waiver of the Conditions, which will allow management to progress project development whilst
the Placing and Open Offer is prepared and launched;



provides certainty as to the proceeds of the Placing and Open Offer; and



demonstrates the confidence that the Independent Directors and Greenstone have in the Namib
Project, which the Independent Directors hope will encourage other investors to take up the
US$2.8 million to be offered in the Placing and Open Offer.

Accordingly, the Independent Directors consider, having consulted with Strand Hanson, that the terms
of the Greenstone Placing are fair and reasonable insofar as Shareholders are concerned.
6.

Consequences of failure to approve the Resolution
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If the Resolution is not approved and/or the Conditions are not satisfied or waived, the
Greenstone Placing will not proceed. Without access to the funds from the Greenstone Placing,
the Company would immediately need to seek to secure alternative sources of funds to enable
it to fund its corporate activities in the period immediately following the General Meeting. The
Independent Directors are unable to provide any assurance that any alternative financing could
immediately be secured or, that if it were secured, it would be on terms as favourable to
the Company or would not result in a substantial dilution of Shareholders’ interests. If no
funds were immediately available, it is highly likely that the Company would cease to be able
to trade, in which circumstances it is unlikely that there would be any value attributable to
Shareholders. The Independent Directors have, before entering negotiations with Greenstone,
considered alternative sources of financing (including both debt and equity funding) and believe
it is highly unlikely that the Company could secure funding on as favourable terms on a timely
basis in such circumstances particularly given the recent downturn in commodity prices. Even
if financing were immediately available and the Company were able to continue trading, the
Independent Directors believe that the circumstances of such financing could result in a
material adverse effect on the share price of the Company.
7.

Update on the Company

As set out in the announcement made by the Company on 22 July 2015, the Company submitted
its application for a Mining Licence in April 2014 while working through the final phase of the DFS,
which was announced in November 2014. The results of the DFS, in combination with a detailed
Board-level review,

identified key additional studies on the mine development plan and mining

process flow sheet that would be

required ahead of the Company being in a position to take an

investment decision on the Namib Project.
The Company advanced these studies during the first half of 2015, announcing the results of the
metallurgical test work programme on 22 July 2015. This positions the Company to commence FEED
on an optimised processing plant as well as providing the catalyst to

progress early mine

development work. Subject to receipt of up to US$4.0 million of funding, the Company expects to
be in a position to complete these phases of work during the fourth quarter of 2015, which will be
sufficient to support an investment decision on the Namib Project.
The Company is cognisant that the above constitutes a revised timeline to project development of the
Namib Project. The requirement to complete these additional studies, alongside discussions with
the Ministry of Mines and Energy in Namibia (the “Ministry”) on the award of the Mining Licence,
have delayed the originally scheduled commencement of construction of the Namib Project. As
regards the Mining Licence, the Company is pleased to have hosted the newly appointed Minister of
Mines and Energy, the Honourable Obeth Kandjoze, as well as a ministerial delegation on a recent
site visit at the Namib Project. The Company looks forward to continuing to work with the Ministry
on the Mining Licence application and remains confident that the Mining Licence will be granted in
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due course, but this cannot be guaranteed.
In light of the above, the Company has devised a revised funding strategy for the Namib Project.
Subject to timing of commencing construction and the definitive capital requirement estimate post
completion of early engineering and design, the Company estimates a total funding requirement of
between US$25 million and US$30 million through to expected project commissioning of the
Namib Project. It is the Company’s intention that this financing will be structured in two phases:
(a)

an initial equity fundraising of US$4.0 million to cover the short term working capital
required for initial FEED, early development of the Namib Project’s North decline, sourcing
of plant and equipment, and the ongoing underground development programme required to
establish access for the

next phase of resource expansion drilling (being the Phase One

Fundraising). This is intended to finance the Company to take the Namib Project through to
the end of 2015 and a construction decision, assuming that the Mining Licence is issued and
Phase Two Fundraising is achieved without undue delay (it being noted that the current
Work Programme nominally assumes that the Mining Licence will be issued on or before 31
October 2015); and
(b)

a second fundraising, subject to the formal grant and issue of the Mining Licence by the
Namibian authorities, which will comprise both debt and equity, and which will cover the
cost of construction and an ongoing resource expansion drilling programme (“Phase Two
Fundraising”).

Should the Resolution be approved by Shareholders and the Conditions be satisfied or waived, the
Greenstone Placing and the Open Offer and Placing will together comprise the Phase One Fundraising.
As noted above, the Company has an immediate funding requirement which it aims to address
through the issue of the Tranche One Notes pursuant to the Greenstone Placing (conditional on
Shareholders approving the Resolution and the Conditions being satisfied or waived).
Subject to Shareholders approving the Resolution, the balance of the funds required under the
Phase One Fundraising will be raised pursuant to the Open Offer and Placing, which itself is being
conditionally fully underwritten by the Underwriting Facility pursuant to the Greenstone Placing. It
is the Company’s intention

that the Open Offer and Placing will be launched during September

2015. The Company looks forward to updating Shareholders in due course as to the terms of, and
definitive timetable for, the Open Offer and Placing.
Assuming the Open Offer and the Placing proceed to raise US$2.8 million, the Tranche One Notes
will be converted either fully or in part (depending on the Issue Price and the FT Exchange
Rate) such that

Greenstone will hold no more than 29.99 per cent. of the Issued Share Capital

following the Open Offer and the Placing and such conversion, and no further Convertible Loan Notes
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will be issued.
While the Company believes that the total amount of US$4.0 million proposed to be raised pursuant
to the Open Offer and the Placing, including the Greenstone Placing, should be sufficient for
the Phase One Fundraising provided that the Mining Licence is issued and Phase Two Fundraising
is achieved without undue delay, it is possible that additional working capital may be required if
there are delays or unexpected costs and/or if the Company is not permitted to disburse funds
raised pursuant to the Greenstone Placing

(which are limited to purposes stated in the Work

Programme) in respect of any of its costs. It is noted that

the Company has been engaging with

multiple parties in order to prepare for the inclusion of a debt package into the Namib Project’s
Phase Two Fundraising package at the point of a construction decision. While conversations with
debt providers continue to progress, it is clear that the availability of debt for the sector is becoming
tougher to obtain due to weak commodity prices, even for commodities with positive
fundamentals such as zinc and lead. The Company is conscious that there is no guarantee that debt
finance will be available at the relevant time and as such is aware of the need to make the necessary
provisions for this in its financing strategy. On completion of the FEED phase the Company intends
to progress debt discussions as a priority and will update its Shareholders on the outcomes of this
process, as well as the other

financing instruments that are being considered. The Company is

therefore proposing to obtain additional

authority pursuant to the Resolution to raise further

equity of up to a further US$2.0 million for working

capital purposes free from statutory pre-

emption rights.
8.

Information regarding Greenstone

Greenstone was established in Guernsey, Channel Islands on 16 July 2013 and was registered
with the Guernsey Financial Services Commission (“GFSC”) as a closed ended investment fund on
8 August 2013. Greenstone was established with the purpose to pursue investments in postexploration metals and mining projects (from pre-feasibility study through to production stages)
in both developed and emerging markets.

Greenstone’s manager and general partner is

Greenstone Management Limited (“GML”), a non-cellular Guernsey company limited by shares.
GML’s directors are Michael Haworth, Mark Sawyer, Sadie Morrison and Jo-Anna Duquemin-Nicolle.
GML is licensed by the GFSC to carry out the activities of Promotion, Subscription, Registration,
Dealing, Management, Administration and Advising with registration number 2103131. Investment
decisions relating to Greenstone are taken by GML.
9.

General Meeting

A notice convening the General Meeting to be held at 11.00 a.m. at the offices of Shakespeare
Martineau LLP, 5th Floor, One America Square, Crosswall, London, EC3N 2SG on 28 August 2015 is set
out in the Circular. At the General Meeting, Shareholders will be asked to consider the Resolution,
which must be passed in order to effect the Greenstone Placing, the Open Offer and the Placing,
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as well as to give the Company authority to raise further equity for working capital purposes
should this be required. The text of the Resolution is set out in the notice set out in the Circular.
The Resolution is required in order to give the Directors (and, where appropriate, the Independent
Directors) authority to issue and allot equity securities pursuant to the Greenstone Placing, the
Open Offer and the Placing free of statutory pre-emption rights. Although the level of pre-emption
waiver sought pursuant to the Resolution represents, in theory, a maximum number of 3 billion
equity securities (as at the date of this Circular), this pre-emption waiver is strictly limited to:
(a)

the issue of an initial US$1.2 million of Convertible Loan Notes and up to a further US$2.8
million of Convertible Loan Notes (pursuant to the Greenstone Placing and Underwriting
Facility, should it be required in full), and any further Convertible Loan Notes arising from
settlement of unpaid interest by the issue of further Convertible Loan Notes in accordance
with the Convertible Loan Note Instrument;

(b)

the issue of Ordinary Shares on any conversion of the Convertible Loan Notes at the Conversion
Price;

(c)

the issue of Ordinary Shares pursuant to the Open Offer at the relevant Issue Price in a manner
which, due to regulatory constraints, is not fully pre-emptive;

(d)

the issue of Ordinary Shares pursuant to the Placing at the relevant Issue Price; and

(e)

new Ordinary Shares to raise up to US$2.0 million, which may be issued by the Directors prior
to the Company’s next annual general meeting (should the Company need to issue further
Ordinary Shares during this time for working capital purposes).

Pursuant to the Resolution, the Directors (and, where appropriate, the Independent Directors) will,
assuming

the Resolution is passed, have authority to allot the equity securities described in (a) to

(e) (inclusive) above,

free of statutory pre-emption rights. The number of Ordinary Shares to be

issued pursuant to the authority to be conferred by the Resolution (assuming it is approved) cannot,
currently, be specified. This is because:
(i)

the number of Ordinary Shares resulting on conversion of the Convertible Loan Notes will
depend on the Conversion Price (being the lower of the Issue Price converted into US$
applying the FT Exchange Rate and US$0.0046413, which is yet to be determined) and
whether any Convertible Loan Notes may be issued to settle unpaid interest; and

(ii)

the Issue Price has not yet been set; this will be determined by reference to the market
value of the Company’s Ordinary Shares at the time the Open Offer and Placing are launched.
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Notwithstanding this, the Resolution, if it is approved, will not confer blanket authority on the
Board to issue 3 billion Ordinary Shares free of statutory pre-emption rights. The Resolution
only authorise those issues set out in (a) to (e) inclusive above free of statutory pre-emption
rights and it is highly unlikely that these would fully utilise the full authority except in
extreme circumstances where the Placing and Open Offer raises no money, the Underwriting
Facility is called in full, the Company fails to pay any interest on the Convertible Loan Notes,
there are some very unfavourable exchange rate movements prior to launch of the Placing
and Open Offer and the full amount of additional working capital of US$2.0 million is required.
Any proposed issue of Ordinary Shares free of pre-emption rights in addition to the issues set
out in (a) to (e) (inclusive) above, including any issue of Ordinary Shares in connection with the
Phase Two Fundraising, will require further prior Shareholder approval.
10.

Use of Proceeds of the Greenstone Placing

As agreed pursuant to the Subscription Agreement, the proceeds of the Greenstone Placing
(assuming the Resolution is approved and the Conditions are satisfied or waived) shall be used, for
the purposes stated in the Work Programme (which nominally assumes that the Mining Licence will
be issued on or before 31 October 2015). This includes, among other things, to cover the costs
through to the end of 2015 and a construction decision for FEED on the revised process flow sheet,
early development of the Namib Project’s North decline, sourcing of plant and equipment, and the
ongoing underground development programme required to establish access for the next phase of
resource expansion drilling and the initial recruitment required to advance the Namib Project. The
Board will only be able to take a decision to commence construction once the Mining Licence has
been received, appropriate financing to cover the costs of construction (by way of the Phase Two
Fundraising) has been agreed and subject to an assessment of the economics of the Namib Project at
the time.

The proceeds will also cover general corporate overheads and costs associated with

fundraising, including the costs related to the Phase One Fundraising.
11.

Irrevocable Undertakings

As at the date of this Circular, the Company has received the following irrevocable undertakings to
vote in favour of the Resolution:
Name

Number of Ordinary Shares

Percentage of Issued Share

irrevocably committed

Capital

564,858,446

29.48

Brett Richards

15,049,067

0.79

Mark Thompson

28,571,429

1.49

608,478,942

31.76

Greenstone

Total
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12.

Recommendation

In considering whether the terms of the Greenstone Placing are fair and reasonable, the
Independent Directors, with advice from Strand Hanson, have had regard to various factors, including
(without limitation) the following:
(a)

Immediate funding requirement – as noted above, the Company has an immediate funding
requirement in the amount of US$1.2 million. Subject to approval of the Resolution and the
Conditions being satisfied or waived, the issue of the Tranche One Notes satisfies that
requirement on terms which the Independent Directors consider to be in line with market
norms for financings of this nature. Without access to these funds the Company is unlikely
to be able to survive in its present form, if at all, and administration, or some other
form of insolvency proceedings, may be inevitable.

(b)

Value of the Underwriting Facility – the Company is of the view that, in order to progress
with its expenditure plans under the Work Programme in a timely fashion, the Company
needs to have committed funding for these expenditure plans as soon as possible such that
orders and works can be progressed. In addition, for Shareholders and potential investors to
be confident that the Company is

funded for its working capital requirements up to a

construction decision, it is beneficial to have secured, through the Greenstone Placing, a
conditional commitment to fund the US$4.0 million prior to the launch of the Open Offer
and Placing. It is hoped that the Greenstone Placing will encourage participation in the
Open Offer and Placing, such that recourse to the Underwriting Facility will be minimal as
there is less risk of a funding shortfall (although this cannot be guaranteed). The Greenstone
Placing provides the underwriting commitment on terms which the Independent Directors
consider to be in line with market norms. In addition, the Greenstone Placing demonstrates
to the

Shareholders and potential investors Greenstone’s continued support for the

Company following termination of the 2014 Investment Agreement.
(c)

Alternative funding options if the Greenstone Placing does not proceed – without the
Greenstone Placing there is significant uncertainty as to whether the Company would be able
to survive in its present form.

(d)

Ability for Shareholders to consider the terms of the Greenstone Placing and vote on
the Resolution – As noted above, Greenstone is not seeking a Whitewash in relation to the
Convertible Loan Notes. However, the Greenstone Placing is conditional on the Resolution
being approved by Shareholders, and therefore Shareholders (including Greenstone) have
the opportunity to consider, and vote on, the Resolution having regard to the terms of the
Greenstone Placing. The Independent Directors therefore consider that Shareholders are
being given appropriate opportunity to consider, and vote on, the Greenstone Placing.
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(e)

Conditionality of the Greenstone Placing and events of default – Completion of the
Greenstone Placing is subject to the Conditions being waived or satisfied (as more fully
described in paragraph 2 above). The Convertible Loan Notes are also subject to a number
of events of default, as more fully summarised in Appendix I below.

(f)

Greenstone fee and interest on the Convertible Loan Notes – as more fully set out in
Appendix I below, the Convertible Loan Notes bear compound interest at a rate of 10 per
cent. per annum. In addition, under the terms of the Greenstone Placing, Greenstone may
deduct from the Tranche One Notes amount (being US$1.2 million) (on payment thereof
in accordance with the terms of the Subscription Agreement) the sum of US$200,000
(being 5 per cent. of the total amount of Greenstone’s commitment of US$4.0 million
pursuant to the Greenstone Placing) in consideration for the obligations of Greenstone under
the Subscription Agreement.
Pursuant to the terms of the Subscription Agreement and Convertible Loan Notes, the
Tranche One Notes will, either in full or in part, convert automatically into new Ordinary
Shares on completion of the proposed Open Offer and Placing, but only so far as will not
cause Greenstone to hold more than 29.99 per cent. of the then Issued Share Capital. Any
such conversion will reduce the total amount of the Convertible Loan Notes outstanding, and
the amount on which the Company pays interest.
Furthermore, depending on the level of acceptances under the Open Offer and participation
in the Placing, the Underwriting Facility may not be required in full or at all. The fewer
Convertible Loan Notes that are issued, the smaller the amount of interest accruing thereon.

(g)

Potential for Greenstone to trigger a Mandatory Offer – as noted above, any conversion
of the Convertible Loan Notes which causes Greenstone’s shareholding to reach 30 per cent
or more of the then Issued Share Capital will trigger a requirement for Greenstone to
make a Mandatory Offer. Depending when any such requirement to make a Mandatory
Offer is triggered, the offer price prescribed by the Code may be the Conversion Price
or a higher price. However, Greenstone’s maximum total shareholding would be the same,
following conversion of the Convertible Loan Notes without a Whitewash as it would have
been with a Whitewash and, unlike following a Whitewash, Greenstone will be required to
make a Mandatory Offer on conversion of the Convertible Loan Notes if such conversion
causes Greenstone to hold 30 per cent. or more of the then Issued Share Capital.
Shareholders will, therefore, have the opportunity to accept or reject any such Mandatory
Offer (if required to be made) as they wish depending on the then prevailing price per Ordinary
Share and other relevant circumstances at that time.
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The Independent Directors consider the Resolution to be in the best interests of the Company
and its

Shareholders as a whole.

Accordingly, the Independent Directors unanimously

recommend that the Shareholders vote in favour

of the Resolution, as the Independent

Directors intend to do so in respect of their own beneficial holdings and those of their
connected persons.
The Independent Directors consider, having consulted with Strand Hanson, that the terms of the
Greenstone Placing are fair and reasonable insofar as Shareholders are concerned.
Further Information
Your attention is drawn to the Summary of the Key Terms of the Greenstone Placing and Risk Factors
relating to the Greenstone Placing set out Appendices I and II below.

APPENDIX I
TERMS OF THE GREENSTONE PLACING
The following summarises the key terms of the agreements comprising the Greenstone Placing (it
being noted

that these summaries do not purport to present comprehensive or complete

descriptions of relevant documents):
A

Subscription Agreement

Pursuant to the Subscription Agreement:
1.

Greenstone will, subject to Shareholders approving the Resolution and satisfaction or waiver
of the Conditions, summarised above:

(a)

subscribe for the Tranche One Notes at par within 12 Business Days after the tranche one
completion date (being approximately 14 Business Days); and

(b)

subscribe for such number of Underwriting Loan Notes, at par, by which the Phase One
Fundraising

amount (being US$4.0 million) exceeds the aggregate of: (i) the Tranche One

Notes; and (ii) the gross

proceeds of the Open Offer and the Placing (excluding, for the

avoidance of doubt, any conversion of the Tranche One Notes) on the Business Day following
the date on which the Company announces the results of the Open Offer and Placing (with
payment due within approximately 12 Business Days thereafter).
2.

Greenstone has the sole right to determine whether the Conditions have been satisfied or
have become incapable of satisfaction.
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3.

Following completion of the Open Offer and the Placing, and subject to the continued
satisfaction of the Conditions, Greenstone shall be required to convert (and the Company
and Greenstone will agree the extent to which Greenstone shall be required to convert)
the Tranche One Notes into Ordinary

Shares in accordance with the terms of the

Convertible Loan Note Instrument to the extent that Greenstone would, following such
conversion, be interested in exactly (and no more than) 29.99 per cent. of the then Issued
Share Capital. Greenstone has undertaken with the Company that, on such agreement
being reached, Greenstone will promptly exercise its conversion rights attaching to the
Tranche One Notes to that, and only to that, extent. In the event of any dispute between
the Company and Greenstone as to the extent to which the Tranche One Notes shall be
converted, such dispute will be decided by the Company’s auditors.
4.

The Company undertakes to Greenstone that:

(a)

it will not knowingly do, or omit to do, anything which would result in the occurrence of an
event of default under the Convertible Loan Note Instrument (as summarised below);

(b)

it will use all reasonable endeavours to progress: (i) the work programme agreed between
the Company and Greenstone (the “Work Programme”) in accordance with the timescales
contained

therein; and (ii) the Recruitment Process so as to conclude the same to the

reasonable satisfaction of Greenstone by 30 October 2015; and
(c)

it will not use the funds invested by Greenstone pursuant to the Greenstone Placing or received
by the Company under the Open Offer and the Placing for any purposes other than the purposes
set out in the Work Programme without Greenstone’s prior written consent.

5.

The parties agree that the Relationship Agreement shall, with immediate effect from the
time any Convertible Loan Notes are issued, be amended such that the existing restrictions
on acquisitions by Greenstone and its group contained therein (which apply for such time as
Greenstone holds a

Significant Interest) are deleted and replaced with the following

restrictions, which shall apply for such time as Greenstone holds a Significant Interest):
(a)

Greenstone agrees that it shall not acquire any interest in Ordinary Shares at any time
prior to conversion, repayment or redemption in full of the Convertible Loan Notes except:
(i)

pursuant to the terms of the Subscription Agreement and the Convertible Loan Note
Instrument;

(ii) on any conversion of Convertible Loan Notes (in full or in part) by Greenstone in
accordance with the terms of the Convertible Loan Note Instrument;
20

(iii) pursuant to any acquisition by Greenstone of Ordinary Shares from other shareholders
of the Company as a result of any Mandatory Offer required to be made, and duly
made, by Greenstone in accordance with Rule 9 of the Code following any conversion
of Convertible Loan Notes (in full or in part) by Greenstone in accordance with the
terms of the Convertible Loan Note Instrument;
(iv) pursuant to any exercise by Greenstone of its rights under the Relationship
Agreement to participate pro-rata in any future issue of Ordinary Shares carried out by
the Company; or
(v) pursuant to a voluntary offer by Greenstone made in accordance with the Code or the
obtaining of undertakings from other shareholders to accept such an offer if made, or
pursuant to market

purchases of Ordinary Shares (where permitted by the Code)

following the announcement by Greenstone of a firm intention to make such an voluntary
offer for the Company;
(b)

Greenstone further agrees not to acquire Ordinary Shares at any time after the conversion,
repayment or redemption in full of the Convertible Loan Notes if such acquisition would
increase its aggregate shareholding by more than one (1) per cent. of the then total Issued
Share Capital without giving the Company prior written notice (so that the Company can
make the necessary disclosures regarding

shareholders’ shareholdings required by law)

except in the circumstances set out in 5(a)(iii) to 5(a)(v) above.
The restrictions set out in (a) above will cease to apply: (i) following conversion,
repayment or redemption in full of the Convertible Loan Notes; and (ii) in the event
that Greenstone has, in compliance with (a) or (b) above, acquired a majority of the Ordinary
Shares in issue.
The Company and Greenstone have agreed that, in the event that the Company issues Ordinary
Shares to a third party which, following such issue, represents 15 per cent. or more of the
then Issued Share Capital, the Company will disclose to Greenstone the precise terms of any
restrictions accepted by such third party on the acquisition of additional Ordinary Shares,
and Greenstone may elect that such provisions applying to the third party apply equally to
Greenstone, rather than the restrictions set out in (a) and (b) above.
6.

The Company and Greenstone give certain warranties to each other regarding due
incorporation and

capacity. The Company gives additional warranties to Greenstone

(including, but not limited to, warranties regarding the assets, business and financial
position of the Company). The Company’s
limited.
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liability under such additional warranties is

7.

Greenstone is entitled to deduct its professional and other costs, charges and expenses
relating to the negotiation, execution and implementation of the Subscription Agreement
and Convertible Loan Note Instrument from any amounts payable by Greenstone under the
Subscription Agreement, subject to providing reasonable evidence of such costs, charges and
expenses.

8.

The Company further agrees that Greenstone may deduct from the Tranche One Notes amount
(being US1.2 million) (on payment thereof in accordance with the terms of the Subscription
Agreement) the sum of US$200,000 (being 5 per cent. of the total amount of Greenstone’s
commitment of US$4.0 million pursuant to the Greenstone Placing) in consideration for the
obligations of Greenstone under the Subscription Agreement.

The Subscription Agreement is governed by English law, and the parties have irrevocably submitted to
the non-exclusive jurisdiction of the courts of England and Wales.
B.
1.

Convertible Loan Note Instrument
The Convertible Loan Note Instrument constitutes up to US$4.0 million of Convertible Loan
Notes, plus further Convertible Loan Notes in respect of unpaid interest as noted in paragraph
B6 below.

2.

The Convertible Loan Notes shall be convertible at the Conversion Price (being the lower
of Issue Price converted into US$ applying the FT Exchange Rate and US$0.0046413). Save
as referred to in paragraph A3 above, the Company is not entitled to require conversion of
the Convertible Loan Notes to any extent.

3.

The Ordinary Shares to be issued on any conversion of the Convertible Loan Note Instrument
will rank pari passu with the fully paid Ordinary Shares of the Company on issue at the date
of allotment of such new Ordinary Shares.

4.

The Convertible Loan Notes will be issued, pursuant to the terms of the Subscription
Agreement, in denominations and integral multiples of US$1.00 in nominal amount (or such
other multiples as the Company may permit).

5.

The Convertible Loan Notes shall not be listed on AIM or any other recognised investment
exchange, whether in the United Kingdom or elsewhere, however if the Convertible Loan
Notes are not fully converted pursuant to the terms of the Subscription Agreement by 30
October 2015, the noteholders shall, at the request of the Company, cooperate with the
Company to achieve a listing of the Convertible Loan Notes on the Channel Islands Stock
Exchange.
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6.

The Convertible Loan Notes shall bear interest at a compound rate of 10 per cent. per
annum, which shall be payable quarterly in arrears. In the event that the Company fails to
pay any amount of interest when due, the noteholder may call for the Company to issue to
it further Convertible Loan Notes at par in satisfaction of such liability in whole or in part
by notice in writing to the Company within 40 Business Days after the relevant interest
payment date. If the Company fails to pay any amount of interest or principal on any
Convertible Loan Note when such amount is due then, unless and save to the extent any
amount of interest is satisfied by the issue of further Convertible Loan Notes, interest at the
standard 10 per cent. per annum rate, plus 2 per cent. per annum shall accrue on the unpaid
amount from the due date until the date of payment.

7.

The Convertible Loan Notes are repayable on the third anniversary of the date of issue of the
Tranche One Notes (or, if such date is not a Business Day, the last Business Day prior
to such date). On maturity, the Company will pay to the noteholder the full principal
amount of the Convertible Loan Notes to be repaid (less any amounts converted, repaid or
redeemed) together with any accrued interest on such Convertible Loan Notes (less any tax
which the Company is required by law to deduct or withhold from such payment but
subject to any grossing up required pursuant to the terms of the Convertible Loan Note
Instrument) up to and including the date of payment. Save with noteholder consent, the
Company does not have the right to repay the Convertible Loan Notes early.

8.

The Convertible Loan Notes are subject to certain events of default, the most salient details
of which are summarised below (each being an event of default):

(a)

the Company fails to pay any principal or interest on any of the Convertible Loan Notes
within 10 Business Days after the due date for payment thereof (and such failure continues
for 10 Business Days after demand for payment of such sum and is not satisfied by the issue
of further Convertible Loan Notes);

(b)

the Company fails duly to perform or comply with any of its obligations under the Convertible
Loan Note Instrument (other than an obligation to pay principal or interest in respect of
the Convertible Loan Notes) and such failure continues for 15 Business Days a request for
remedy of such breach;

(c)

any indebtedness of the Company or any member of the Group to any third party not
being a noteholder is not paid when due or is declared to be or otherwise becomes due and
payable prior to its specified maturity or any creditor of the Company or any member of the
Group becomes entitled to declare any such indebtedness due and payable prior to its
specified maturity and the same is not remedied within 10 Business Days after its
occurrence and such failure continues for 10 Business Days after a request for payment by
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the noteholder or noteholders;
(d)

the occurrence of certain insolvency events which are not cured within appropriate grace
periods;

(e)

any encumbrance on or over the assets of the Company or any member of the Group (other
than liens arising in the ordinary course of business) becomes enforceable and any step
(including the taking of possession or the appointment of a receiver, manager or similar
person) is taken to enforce that encumbrance;

(f)

the Company or any material member of the Group ceases to carry on the business it carries
on at the date of the Convertible Loan Note Instrument;

(g)

any licence relating to the Namib Project is terminated for whatever reason or any act or
event occurs

which in the reasonable opinion of the noteholder or a majority of

noteholders, may entitle the Government of Namibia to terminate such licence, in each
case other than as a result of the grant of the Mining Licence;
(h)

the Company declares or pays any dividends or return of capital in respect of its issued share
capital or any part thereof;

(i)

it is or becomes or will become unlawful for the Company to perform or comply with any
of its material obligations under the Convertible Loan Note Instrument, or any such
obligation is not or ceases to be legal, valid and binding and, if capable of remedy, such
unlawfulness continues for 10 Business Days after written notice requiring remedy;

(j)

the Recruitment Process has not concluded to the reasonable satisfaction of noteholders
holding a majority of notes, by 30 October 2015;

(k)

the net proceeds of the Greenstone Placing, Open Offer and the Placing being applied to any
material extent without the prior written consent of noteholders holding a majority of notes,
for purposes other than those set out in the Work Programme;

(l)

the Company (without the prior written consent of noteholders holding a majority of notes)
failing to use such net proceeds to further the Work Programme substantially in accordance
with the timescales contained therein and such failure continues after written notice has
been given by a noteholders

holding a majority of notes to the Company requiring the

Company to remedy such failure; and
(m)

the application for the Mining Licence made in April 2014 is rejected or the Mining Licence is
issued

subject to conditions which in the reasonable opinion of a noteholders holding a
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majority of notes are unacceptable or, the Mining Licence having been issued, the Mining
Licence is terminated for

whatever reason or any act or event occurs which in the

reasonable opinion of noteholders holding a majority of notes may entitle the Government of
Namibia to terminate the Mining Licence.
At any time after an event of default has occurred, noteholders, holding a majority of the
notes may, by notice to the Company, declare that all outstanding Convertible Loan Notes,
accrued interest and all other amounts accrued or outstanding the Convertible Loan Note
Instrument shall be immediately due and payable.
9.

The Convertible Loan Notes are unsecured.

10.

The Convertible Loan Note Instrument contains certain standard provisions, dealing with
(inter alia) automatic conversion on a change of control (save where the same would trigger
a Mandatory Offer), adjustment in the event of any variation of the share capital of the
Company by way of capitalisation, rights issue, consolidation, subdivision or reduction of
capital, the procedure for conversion of the Convertible Loan Notes, the giving of notices
and the procedure for noteholder meetings.

11.

The Convertible Loan Note Instrument is governed by English law, and the parties have
irrevocably submitted to the exclusive jurisdiction of the courts of England and Wales.

APPENDIX II
TRANSACTION SPECIFIC RISK FACTORS
Prospective investors and Shareholders should be aware that an investment in the Company is
speculative and involves a high degree of risk. In addition to other information contained in
this Circular, the Directors consider the following risk factors are of particular relevance to
Shareholders in their consideration of how to cast their vote at the General Meeting. It should
be noted that this list is not exhaustive and that other risk factors not presently known or
currently deemed immaterial may apply. The risks set out below are not presented in any order
of priority.
Shareholders in any doubt about the action they should take should consult their stockbroker,
bank manager, solicitor, accountant or other independent financial adviser authorised under
FSMA if they are in the UK or, in the case of overseas investors, another appropriately authorised
financial adviser.
RISKS RELATED TO THE GREENSTONE PLACING NOT PROCEEDING
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Shareholders should note the following risk factors related to the Greenstone Placing not proceeding
for any reason:
If the Resolution is not approved, the Greenstone Placing will not proceed
If the Resolution is not approved, the Greenstone Placing will not proceed. Without access to
the funds from the Greenstone Placing, the Company would immediately need to seek to
secure alternative sources of funds to enable it to fund its corporate activities in the period
immediately following the General Meeting. The Independent Directors are unable to provide
any assurance that any alternative financing could immediately be secured or, that if it were
secured, it would be on terms as favourable to the Company or would not result in a substantial
dilution of Shareholders’ interests. If no funds were immediately available, it is highly likely that
the Company would cease to be able to trade, in which circumstances it is unlikely that there
would be any value attributable to Shareholders. The Independent Directors have, before
entering negotiations with Greenstone, considered alternative sources of financing (including
both debt and equity funding) and believe it is highly unlikely that the Company could secure
funding on as favourable terms on a timely basis in such circumstances particularly given the
recent downturn in commodity prices. Even if financing were immediately available and the
Company were able to continue trading, the Independent

Directors believe that the

circumstances of such financing could result in a material adverse effect on the share price of
the Company.
If the Greenstone Placing does not succeed, it is unlikely that the proposed Open Offer and
Placing will proceed
The Greenstone Placing provides, inter alia, for the proposed Open Offer and Placing to be carried out
by the Company to be conditionally fully underwritten by Greenstone pursuant to the Underwriting
Facility. If the Greenstone Placing does not complete, the Independent Directors believe that it is
unlikely that the Company would be able to attract sufficient support for the Open Offer and the
Placing from Qualifying Shareholders

and third party investors to raise the level of finance

required as part of the Phase One Fundraising to proceed with development of the Namib
Project (up to a construction decision, which would also be dependent on the issue of the Mining
Licence and Phase Two Fundraising being achieved).
Alternative funding options are unlikely to be available
If the Resolution is not approved, the Independent Directors believe that it is highly unlikely
that the Company will be able to secure appropriate financing on as favourable terms. Any
alternative equity solution would either require a “cash box structure”, for which the Company
would not need shareholder approval but in which the majority of existing Shareholders would not
be able to participate, or the Company

would need to secure further shareholder approval or
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prepare a prospectus and offer the relevant equity securities to all Shareholders in all jurisdictions
in proportion to their existing holdings. The Independent

Directors do not consider seeking

alternative shareholder approval or issuing a prospectus would generate sufficient funds, quickly
enough, to secure the Company’s survival in its present form, or at all. Due to the time and costs
involved in securing further shareholder approval or preparing a prospectus and having the same
approved by the UK Listing Authority, and with the requirement to comply with applicable securities
law restrictions in other jurisdictions in which shareholders are resident, this process would be
prohibitively expensive and time consuming for the Company given current time constraints and
cash resources. In addition, having spoken to multiple parties, the Independent Directors are of
the view that debt finance is also becoming more difficult to obtain particularly given the recent
downturn in commodity prices.
The Greenstone Placing may not take place as planned even if the Resolution is approved
Completion of the Greenstone Placing is subject to the Conditions being waived or satisfied
(described a b o v e ). There can be no assurance that completion of the Greenstone Placing will
take place under the Subscription Agreement, including if any of the Conditions are not met. In the
event that completion of the Greenstone Placing does not take place for any reason, in full or at all,
the Company will be required to look for alternative sources of funding, which cannot be guaranteed
to be available on the same terms or at all.
Impact on Group’s financial resilience
If the Greenstone Placing does not proceed, the Group will have less financial flexibility particularly
in the

event of any significant deterioration in market conditions and will have to consider

alternative funding options which may not be as favourable. In the event the Greenstone Placing
is not completed, and no alternative sources of funds become available, the Company will likely
be in financial distress, and will, in all likelihood, have to cease work on the Namib Project and
continue on a care and maintenance basis and/or consider liquidation.
RISKS ASSOCIATED WITH THE GREENSTONE PLACING PROCEEDING
If the Greenstone Placing does complete, Shareholders should note the following risk factors:
Possible requirement for Greenstone to make a Mandatory Offer for the Company
Even if the Resolution is approved, Greenstone is not seeking a waiver from the Panel (and approval
of such waiver from the independent Shareholders of the Company) of the requirement to make a
Mandatory Offer on any increase to Greenstone’s percentage shareholding of the then Issued Share
Capital to 30 per cent. or more.
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As such, if Greenstone increases its shareholding to 30 per cent. or more of the then Issued Share
Capital, it will be required to make a Mandatory Offer for the Company at the highest price paid by
Greenstone (or any party with whom it is acting in concert) for any interest in Ordinary Shares in the
previous 12 month period.
If the Greenstone Placing proceeds, Greenstone will continue to own approximately 29.48 per cent.
of the Issued Share Capital and will have the ability to increase its shareholding on any conversion
of the Tranche One Notes. Pursuant to the terms of the Subscription Agreement and Convertible
Loan Note Instrument, the Tranche One Notes will, either in full or in part, convert automatically
into new Ordinary Shares on completion of the proposed Open Offer and Placing, but only so
far as will not cause Greenstone’s shareholding to exceed 29.99 per cent. of the then Issued Share
Capital.
However, Greenstone may, subject to completion of the Greenstone Placing, at its discretion,
convert all of the Tranche One Notes at the Conversion Price and trigger a Mandatory Offer for
the Company at the highest price paid by Greenstone (or any party with whom it is acting in concert)
for any interest in Ordinary Shares in the previous 12 month period.
Depending on the level of acceptances received under the proposed Open Offer, participation in the
proposed

Placing by third party investors and satisfaction or waiver of the Conditions, Greenstone

may, pursuant to the Underwriting Facility, be required to subscribe for the Underwriting Loan Notes
in addition to the Tranche One Notes (up to a total amount of US$4.0 million). Further, the
Company may be required to issue additional Convertible Loan Notes to settle unpaid interest,
which could amount to up to approximately US$1.2 million (ignoring any possible grossing up for
withholding tax) of additional Convertible Loan Notes

if no interest were paid (and more if they

continue unpaid after the expected final repayment date).
If the Underwriting Facility is used, or further Convertible Loan Notes are issued in respect of
unpaid

interest, Greenstone may, at its discretion, convert the Tranche One Notes and the

Underwriting Loan Notes and any such further Convertible Loan Notes and trigger a Mandatory Offer
for the Company at the highest price paid by Greenstone (or any party with whom it is acting in
concert) for any interest in Ordinary Shares in the previous 12 month period (although it should be
noted that it would be for the Shareholders to decide

at the relevant time whether to accept or

reject such offer, depending on the offer price, the then prevailing price per Ordinary Share and
other relevant circumstances at that time).
It should be noted that the Convertible Loan Notes are freely transferable, and so the above analysis
may,

also, depending on the relevant holding of interests in Ordinary Shares of any transferee to

whom Greenstone transfers Convertible Loan Notes, apply to such transferee.
As at the date of this announcement, Greenstone has not indicated any intention to trigger a Mandatory
Offer.
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Influence of significant Shareholder and Relationship Agreement
As noted above, if the Greenstone Placing proceeds, Greenstone may, dependent on the outcome
of the Placing and Open Offer have the ability to increase its shareholding on any conversion of the
Tranche One Notes to 30 per cent. or more of the then Issued Share Capital.
As further noted above, if the Underwriting Facility is used, or further Convertible Loan Notes are
issued in

respect of unpaid interest, Greenstone will have the ability to further increase its

shareholding, and any such conversion will likely cause Greenstone’s holding to exceed 30 per cent.
or more of the then Issued Share Capital.
If Greenstone were to convert the Convertible Loan Notes in full or in part, then, whether or not a
Mandatory Offer is required and whether or not any such Mandatory Offer is accepted or rejected,
Greenstone would be able to exercise significant influence over the Company and may, depending on
its resulting shareholding, be

able to control all matters requiring approval by Shareholders

including the election of directors, sales of assets, share issues and amendments to the Articles.
Pursuant to the Relationship Agreement, which remains in force for such time that Greenstone
(or any member of its group) retains a Significant Interest in the Company, certain restrictions
are placed on

Greenstone, including (but not limited to) a requirement for all agreements

between the Company and Greenstone (or its group) to be concluded on an arm’s length basis, an
undertaking not to influence or seek to influence the running of the Company or any member of
the Group at an operational level (without the consent of the Company’s chief executive officer),
an undertaking not to exercise voting rights to seek or procure any amendment to the Articles
which would be inconsistent with the terms of the Relationship Agreement, and usual orderly
market restrictions.
Greenstone also enjoys certain benefits and protections pursuant to the Relationship Agreement,
including (but not limited to) the right to appoint a director to the Board whilst Greenstone (or
any member of its group) holds a Significant Interest, the right for the Greenstone-nominated director
to join certain committees of the Company, a right to participate in any issue of equity carried out
by the Company so as to maintain Greenstone’s percentage shareholding, and certain marketing
rights in relation to the products produced by the Company’s projects (including, without limitation,
the Namib Project).
Under the Relationship Agreement, Greenstone will have the right, from 3 July 2017, being the
third anniversary from the date of the Relationship Agreement, and for so long as it holds an
interest in voting rights representing 15 per cent or more of the rights to vote at a general
meeting of the Company, to nominate potential customers and be afforded the opportunity to
negotiate and purchase on an arm’s length basis and on terms no less favourable to the Company
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than those offered to third parties a proportion of the Company’s mineral production, equal to its
interest in such voting rights. Therefore, for so long as such

right exists, any conversion of

Convertible Loan Notes will increase such right.
Events of default under the Convertible Loan Note Instrument
Pursuant to the terms of the Convertible Loan Note Instrument, the Convertible Loan Notes shall
become repayable in full at the election of holders of a majority of the Convertible Loan Notes,
following applicable grace periods, on the occurrence of certain events triggering a default, as
summarised in Appendix I above.
Potential dilution of current Shareholders
Shareholders who do not (or, due to regulatory restrictions, are not given the opportunity to)
participate in

the Open Offer to the full extent of their pro rata entitlement will experience

significant dilution in their ownership and voting interests in the Company on any conversion
of the Convertible Loan Notes by

Greenstone. In such circumstances, such Shareholders’

proportionate ownership and voting rights in the Company will be reduced and the percentage that
their Ordinary Shares will represent of the then total Issued Share Capital will be reduced accordingly.
This list of risk factors should not be considered an exhaustive statement of all potential risks
and uncertainties.

APPENDIX III
DEFINITIONS
The following definitions apply throughout this announcement, except where the context requires
otherwise:
“AIM”

the AIM market operated by the London Stock Exchange

“AIM Rules”

the rules for AIM companies as issued by the London Stock
Exchange from time to time governing, inter alia, the
admission of securities to AIM

“Articles”

the articles of association of the Company, in force from time
to time

“Board” or “Directors”

the board of directors of the Company

“Business Day”

any day (excluding Saturdays, Sundays and public holidays) on
which banks are open in the City of London for the conduct of
normal banking business

“Code”

the UK Takeover Code on Takeovers and Mergers
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“Convertible Loan Notes”

means the unsecured 10 per cent. convertible loan notes 2018
to be issued to Greenstone in accordance with the terms of the
Convertible Loan Note Instrument and Subscription Agreement,
subject to the Resolution being approved at the General
Meeting and satisfaction or waiver of the Conditions

“Convertible Loan Note Instrument” means the convertible loan note instrument to be executed
by the Company, subject to approval of the Resolution at the
General Meeting, constituting the Convertible Loan Notes
“FT Exchange Rate”

means the exchange rate from £ to US$ quoted in the Financial
Times on the Business Day immediately prior to the date on
which the Company first makes an announcement setting out
the terms of the Open Offer and the Placing

“Group”

the Company and its subsidiaries as at the date of the Circular

“Independent Directors”

each of Brett Richards, James Beams, Mark Thompson, Keith
Marshall, Ken Sangster and Ding Chan

“Issued Share Capital”

the issued share capital of the Company from time to time,
being 1,915,875,310 Ordinary Shares as at the date of the
Circular

“London Stock Exchange”

London Stock Exchange Plc

“Mining Licence”

a mining licence in respect of a defined area of land, which is
situated within the wider prospecting area covered by the
exploration licence EPL2902 held by the Company in relation
to the Namib Project, for which an application is pending

“Ordinary Shares”

the ordinary shares of 0.2 pence each in the capital of the
Company

“Panel”

the Panel on Takeovers and Mergers

“Qualifying Shareholders”

means Shareholders other than those in respect of whom the
Directors consider that extending the Open Offer is impractical

“Recruitment Process”

means the recruitment by the Company of a new Chief
Financial Officer, a General Manager of Mining for the Namib
Project and a Project Controller for the Namib Project

“Relationship Agreement”

means the relationship agreement entered into between the
Company and Greenstone dated 3 July 2014

“Shareholders”

holders of Ordinary Shares

“Significant Interest”

means an interest in voting rights representing 15 per cent. or
more of the rights to vote at a general meeting of the Company
attaching to Ordinary Shares

“Strand Hanson”

Strand Hanson Ltd, the Company’s nominated and financial
adviser for the purpose of the AIM Rules
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“Subscription Agreement”

means the subscription agreement entered into between the
Company and Greenstone on 10 August 2015 relating to the
Greenstone Placing

“UK” or “United Kingdom”
“United States” or “US”

the United Kingdom of Great Britain and Northern Ireland
the United States of America, its territories and possessions,
any state of the United States of America and the district of
Columbia and all other areas subject to its jurisdiction

“£”

pounds sterling, the lawful currency of the UK from time to
time

“US$”

US dollars, the lawful currency of the United States from time
to time
**ENDS**
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