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C o n tan go  H o ld in gs  P LC          

("C o n tan go "  o r th e "C o mp an y " )               

 

D ef in i t i v e Agreemen ts  S ign ed  fo r In v estmen t in to  an d                     

P art P u rc h ase o f  M u c h esu  C o al  P ro jec t                 

 

·    Binding Agreements entered into with Huo Investments (Pvt) Limited (the "Investor") to become the largest shareholder and

operator of Muchesu

·    The Investor will invest up to US$20m in Muchesu and acquire a 51% equity ownership stake

·    The Investor will invest US$2m in Contango

·    Contango to be granted a production royalty in relation to Muchesu

 

Contango Holdings P lc, a company focused on the development of the +2 billion tonne M uchesu coal project in Zimbabwe

("M u c h esu     ") owned by its 74.75% subsidiary, M onaf Investments (Private) Limited ("M o n af    ") is pleased to confirm it has now

entered into binding transac@on agreements (the "D efi n i@ v e A greemen ts         ") with Huo Investments (Pvt) Limited, the

investment vehicle of M r Wencai Huo, a Zimbabwe-based Chinese na@onal with extensive mining and business investments in

Zimbabwe and Southern Africa.

 

This milestone follows comple@on of the Investor's due diligence process, following on from the Term Sheet entered into with M r

Huo (the terms of which were announced via RNS on 17 June 2024).

 

Further details of the Defini@ve Agreements, comple@on of each of which is condi@onal upon comple@on of the others, are

provided below.

 

P u rc h ase o f  a  5 1 %  eq u i ty  s tak e in  M u c h esu                     

The Investor has entered into an agreement under which new ordinary shares in M onaf will be issued to the Investor so that,

following comple@on, the Investor shall own 51% of the enlarged share capital of M onaf. The Company's interest in M onaf will

be diluted by these arrangements, but it is expected that the minority shareholders of M onaf will maintain their respec@ve

percentage holdings of the issued share capital of M onaf. This investment is subject standard regulatory approvals in Zimbabwe

and following comple@on, Contango will have enshrined rights to maintain the appointment of two directors on the board of

Monaf.

 

S u b sc rip tio n  Agreemen t w i th  C o n tan go              

The Investor has entered into a subscrip@on agreement with the Company to subscribe for 142,000,000 new ordinary shares

("S u b sc rip tio n  S h ares          ") at a price of £0.0111 pence per share ("S u b sc rip tio n  P ric e" ) .             As a result the Company will receive

£1,576,200 (US$2,000,000) of new funding ("S u b sc rip tio n       ") which will be applied towards general working capital purposes.

Following the Subscrip@on, the Investor will hold 142,000,000 ordinary shares in the Company resul@ng in a holding of

approximately 20% of the enlarged share capital following the Subscrip@on. The Subscrip@on is condi@onal on, amongst other

matters:

 

i)       admission of the Subscription Shares to the Official List and the London Stock Exchange

ii)      completion of the other Definitive Agreements.

iii)     the issue by the Company of a Short Form Prospectus to provide headroom to issue the Subscrip@on Shares (prepara@on of

the Short Form Prospectus is well advanced and expected to be submitted for review to the regulator in the near term)

 

M in era l  R o y a l ty  Agreemen t          

M onaf and Contango have entered into a mineral royalty agreement (the "M in era l  Ro y a l ty  A greemen t             "), which will become

effec@ve immediately following the disposal of the Company's 51% interest in M onaf and the waiver/cancella@on of the mineral

royalty agreement entered into between M onaf and the Company in favour of Consolidated Growth Holdings Limited on 24 July



royalty agreement entered into between M onaf and the Company in favour of Consolidated Growth Holdings Limited on 24 July

2020. Royalties will be awarded on gross production at Muchesu, for the life of mine, as follows:

 

i)    US$2 royalty per tonne in relation to thermal coal production

ii)   US$4 royalty per tonne in relation to industrial coal production

iii)  US$8 royalty per tonne in relation to coking coal production

 

(collec@vely the "P ro d u c tio n  R o y a l ties             "). Produc@on Royal@es are to be paid to the Company on a monthly basis in arrears.

The M ineral Royalty Agreement also confirms the Company will be paid a minimum of US$2 million per annum, irrespec@ve of

the level of production following an initial 6-month holiday.

 

R ev o lv in g  F ac i l i ty  Agreemen t            

The Investor has entered into a revolving facility agreement (the "R F A   ") with M onaf pursuant to which the Investor will provide

revolving, unsecured debt finance of up to US$20 million to M onaf for the purpose of funding the development of opera@ons at

M uchesu. Funds advanced under the R FA will rank pari passu with the loans already provided by the Company to M onaf

(currently standing at approximately US$20 million, the "C G O  D eb t      ") and aIer a grace period of 18 months the R FA will be

repayable over 10 years. Any payments made by M onaf to the Investor pursuant to the R FA will require M onaf to make an equal

payment to the Company, until such time as the Company has been repaid the CGO Debt in full.

 

C arl  Esp rey , C h ief  Exec u tiv e O f f i c er o f  C o n tan go , c o mmen ted :                         

 

"I am delighted to confirm the signing of the Defini�ve Agreements, which I believe will materially transform the Company for

the be�er. We have secured a suppor�ve and strategic shareholder in the plc and also a�racted material investment into the

Project. This significant investment in infrastructure, mining and processing capacity is expected to unlock the poten�al of the

world class Muchesu Project.

 

"Having worked hard to establish the framework of a deal, which was encapsulated in the Term Sheet entered into last month,

the speed at which we have now entered Defini�ve Agreements is highly encouraging and highlights the focus from both sides

on ge*ng things moving from an opera�onal standpoint. With the Defini�ve Agreements now signed, our collec�ve focus is on

both the mobilisa�on of addi�onal equipment to site and also the execu�on of o,ake arrangements, leading to regular and

material production and sales.

 

"I look forward to providing further updates as appropriate."

 

 

**END S ** 
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