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Arizona Sonoran Copper Company (ASCU)

Cost Escalation Highlights Underwhelming PFS Economics

Event

Last week the Arizona Sonoran Copper Company released its much anticipated Cactus
Pre-Feasibility Study (PFS). The comprehensive PFS highlighted a potential top-10 copper
project located in the USA producing LMA Grade A copper cathode onsite via heap leach
and a solvent extraction/electrowinning (SXSW) plant. Though certain marked
improvements since the 2021 Preliminary Economic Assessment (PEA) - higher LOM,
throughput and a nearly doubling of average annual production, due to corresponding
cost escalation, the underlying economics have been somewhat underwhelming. In
reaction to the PFS release, the negative market reception was somewhat justified in our
view, however well overdone. Using the PFS metrics as a benchmark, we have updated
our model and establish a 0.50x NAVs% derived C$2.80 per share (rounded) 12-month
price objective. This equates to upside of +140% from the most recent close. ASCU shares
currently trade at a 0.21x discount to NAV multiple, compared to development peers
trading nearer to the 0.50x-0.60x level.

Details

> Size and Scope Increases Since the PEA — Incorporating a massive resource
increase as announced last October, the Cactus project is per PFS now
envisioned to have a 21 year LOM with average annual production of 55,000
tons or 110M lbs of copper on an annual basis. Given expected recoveries
between 85%-92% over full LOM, 1.15M tons or 2.31B |bs of Grade A copper
cathode is expected to be recovered via heap leach facility and SXEW plant.

» Cost Escalation — As per PFS, the average C1 and AISC over LOM was estimated
to be $1.84/Ib and $2.34/Ib respectively ($1.55 and $1.88 previously in the PEA).
Note that given the large annual production increase relative to the PEA, the
initial construction capex has also increased markedly, going from $124M in the
PEA to the current $S515M in the PFS. Moreover, note that the average opex
over LOM also increased from the PEA's $9.06/t to the current estimate of
$10.34/t

> Potential for Future Improvement — Given the estimated cost inflation over
LOM, the corresponding NAVs and IRRs decline between the two studies,
despite a near doubling of production output over LOM. We do highlight that
there are multiple future opportunities for further project improvement
stemming from continued drilling of the Inferred resource which would thus
bring it into the mine plan. Additionally, a maiden resource at MainSpring may
serve to be a potential open-pit which can conceivably provide for operating
flexibility and lead to lower cost access to the Parks/Salyer deposit.

Conclusion

We have update our model and establish a 0.50x NAVs% derived CS$2.80 per share
(rounded) 12-month price objective. This equates to upside of +140% from the most
recent close. ASCU shares currently trade at a 0.21x discount to NAV multiple, compared
to development peers trading nearer to the 0.50x-0.60x level.The full note and details
can be found here:
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Company Profile

Sector Mining
Sub-Sector Copper
Ticker ASCUF
Ticker ASCU.CN
Current Price (5) c$1.16
12-Mth Price Objective ($) C$2.80
Potential Upside 140%
Mkt Cap, Basic (SM) 93.7M
Mkt Cap, FD ($M) $94.8M
EV ($M) $82.8M
Shares O/S Basic (M) 109.0M
1-Mth Return -20.2%
3-Mth Return -20.0%
YTD Return -33.7%
2026e 2027e 2028e
Cu Production |bs '000 50,000 52,000 82,680
LOM Production lbs 2,310M
LOM avg. C1 cost$/lb  51.84
LOM avg. AISCS/Ib  $2.34

u - Indicated Tons '000 |bs '000

Cactus 445.7 5,174
u - Inferred Tons '000 lbs ‘000
Cactus 233.8 2,207

Company Description

Arizona Sonoran Copper Company is a
OTCQX and TSX listed ISR copper
company advancing the wholly-owned
Cactus and Parks/Salyer projects in
Arizona. The past producing Cactus mine
is currently a PFS level project with an
estimated 21 year LOM producing
~110M Ibs of copper per year at an
average C1 cost of $1.84 per Ib or total
cost of $2.34 per Ib.
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DISCLAIMER: Any written content contained herein
should be viewed strictly as analysis & opinion and not
in any way as investment advice. Readers are
encouraged to conduct their own due diligence.
HoldCo Markets has not received any financial
compensation for any written content, analysis or
advisory from the publicly listed companies mentioned
above. The views, opinions and recommendations
expressed herein are subject to change without
notice.
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Disclaimer:

The following Terms and Conditions govern the use by readers, clients, subscribers and any other use of HoldCo Markets Advisory Inc.’s (“HoldCo
Markets” or “the firm”) products and associated content which is made internally and selectively distributed/accessible via holdcomarkets.com,
email and/or via select social media.

Any written content contained herein should be viewed strictly as analysis, observation & opinion and not in any way as investment advice. HoldCo
Markets is neither a qualified financial advisor, broker or legal advisor. All information, data and reports should be strictly seen as for informational
purposes only and should not be considered in any way as investment advice or a solicitation for any security. HoldCo Markets does not make any
recommendations, the firm only offers opinions.

All content encompassing reports, writings and opinions are based on what the firm deems as reliable sources such as current news/corporate
events, management interviews, SEC/SEDAR or any other regulatory filing and any other source deemed credible by the firm’s publishing analysts
given their significant industry experience. HoldCo Markets has not been provided with any material non-public information from any company
mentioned in the report.

This report contains “forward-looking” statements. Company conclusions may involve forward-looking statements concerning future company or
industry performance. Though the forward looking statements are based on fair and reasonable assumptions, actual performance or results may
differ. Be reminded that market volatility is inherent with investing. Past performance is no guarantee of future performance. As such, an
investment in any company mentioned in the above report should be viewed as speculative, and entered into only by those who can handle
potential loss of capital. Recipients of any HoldCo Markets content looking to act on any of our opinions should consider whether any information
contained in this report is suitable for their particular investing circumstance.

The views and opinions expressed herein are company specific and subject to change without notice. All material contained on this website and
disseminated through email or social media is strictly for informational purposes only. One should not take any financial decisions based solely on
what was written from this above report, rather one should consider whether any information contained in this report is suitable for their
particular investing circumstance and should seek professional advice. Volatility and the possibility of loss is inherent with any investment decision,
HoldCo Markets accepts no liability for any potential direct or indirect loss arising from the use of our research, website or any additional in-house
content.

Research Notes: HoldCo Markets did not receive any form of compensation from the company or companies written about in Research Notes.
Conclusions and opinions expressed in the reports have been formulated independently and objectively. Research Notes are strictly an expression
of our views and opinions. No compensation was received for any Research Notes publication or for its distribution. As a non IIROC registered
company, HoldCo Markets Advisory Inc. neither provides investment banking services nor does it make a market in any securities written about in
Research Notes.

Spotlight Research: Holdco Markets publishes and distributes Spotlight Research which is a differentiated research product which is specifically
issuer-paid. Monetary compensation has been received for a twelve-month research coverage period. The purpose of Spotlight Research is to
highlight growth companies which have been largely overlooked by the larger broker/dealers, largely due to constraints related to size and
liquidity. Spotlight Research is strictly an expression of our views and opinions. HoldCo Markets’ publishing analysts retain full control over the
conclusions and opinions regarding this issuer-paid research. As a non IIROC registered company, HoldCo Markets Advisory Inc. neither provides
investment banking services nor does it make a market in any securities written about in Spotlight Research.

Holdco Markets, any publishing analyst or any HoldCo Markets Board member may at one point hold a direct or indirect position by way of equity,
options, warrants or debt in any or none of the companies mentioned in either Research Notes or Spotlight Research. No person with any
affiliation to HoldCo Markets serves in any capacity as an officer or Director in any of the companies mentioned in the above document. The
distribution of any HoldCo Markets content has no relation to the distribution of securities nor is it in any way a solicitation to bur or sell any
security.

Reprinting any content or information from this report is strictly prohibited without permission. For more information or to receive future reports,
please visit Home (holdcomarkets.com)
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