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WELCOME AND OVERVIEW
TOPICS TO BE COVERED TODAY

What finance products are available across the
lifecycle of an African project?

Right products

Who are the potential funding partners? How do you
Right partners speak their language and what are their commercial
drivers and investment criteria?

How do you present your project to the market to

Right profile maximise its’ attractiveness as an investment?

Some practical tips to help ensure a successful and
painless fund-raising process.

Right funding
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LIFECYCLE OF THE PROJECT

Where it starts Definitive
feasibility
study

Pre-feasibility
studies
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Project
finance and
construction

Established
operations and
exit
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BETWEEN CONCEPT AND REALITY
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FINDING THE RIGHT PARTNERS AND

PRODUCTS

Direct investments

» Specialized funds/strategic institutional
investors investing directly through equity or
guasi-equity

» Depth of finance and project development
expertise that may be brought into the project

« Potential to tap pre-existing local network of
contacts, financiers, regulators or offtakers

« Experience in financing of mining projects

 Active participation in structuring the project for
project finance purposes

» Consider control aspects (JV, shareholder deed)

 Limited regulatory/cost impact
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@ Public offerings

Diverse retail investor structure and access to
secondary market liquidity

Higher ongoing compliance and disclosure
obligations

Less active investors and potentially less control
concerns if managed correctly

More substantial role of external advisors
(providing required knowledge and contacts)

Less flexible structure (controls over
restructuring/major changes to the project
through regulatory framework)

Can ‘professionalise’ management and
corporate governance structures
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FINDING THE RIGHT PARTNERS AND

PRODUCTS

Stakeholder investors and

financiers

» Funding from the key contractors/stakeholders

» Advance payments for offtake/supply of
products, farm-ins, royalties

» Fixed product price for the contractor, vendor
finance by suppliers and contractors

« Streaming arrangements (selling rights to
purchase physical future production)

» Stable structure ahead of operating phase
» Limited involvement in the project

* Independent management
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Debt and debt capital
markets financing

Traditional project finance and ‘bank’ led finance
products and refinancing products

Bonding facilities, working capital lines, local ‘in
country’ facilities, trade finance products

Project Bonds and Export Credit Agency finance

Commodity based and other structured finance
products (borrowing base, pre-export finance)

Dual role of operational liquidity and leverage,
and generally lower return requirements to
funders.

Sophisticated credit process, due diligence and
documentation requirements.
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STAGE ONE
WHERE IT STARTS

The Opportunity

» Location of the resource and the opportunity
» Analysis of risk and return profile
* Review of in-house potential and strategy

Identifying
opportunity

» Securing authorisations and tenure (mining tenements and licenses)

Secliring « Seeking practical expertise

» Access to the right local partners

opportunity

» Assessing the major risks

Developing » Commencing working on scoping studies (identifying studies needed)
opportunity » Considering likely development and operation costs

* Preliminary drill campaigns and exploration work
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Mighty Mining

CASE STUDY
MIGHTY MINING

Where it starts

 Tenements secured in Africa

* Private company backed by three founders
with good technical skills

» Legal and tax structure established, including
local partner

* No other major backers, sponsors or partners
« Very limited cash resources

* Promising geology and preliminary resource
data (adjacent to large operating mine)

* Need to fund and complete preliminary drill
campaigns
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STAGE TWO
PRE-FEASIBILITY STAGES

Thorough analysis of the resource

Costing and commencing prefeasibility studies
|dentifying potential partners

. Structuring the project to attract potential investors

‘ Preservation of control

‘ Developing capital structure
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CASE STUDY
MIGHTY MINING

Pre-feasibility stages

Tenements secured and promising results of
preliminary drill campaign

Mighty Mining has gathered required
technical know-how

Local market knowledge and marketing
studies secured

Commenced speaking to project contractors
who have identified challenges and proposed
solutions and preliminary costings

Mighty Mining is discussing capital structure
with potential capital providers
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Mighty Mining
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STAGE THREE
TOWARDS DEFINITIVE FEASIBILITY

All key technical
issues understood,
solutions proposed

Funding
requirements
understood

All required expertise
identified

Markets, pricing and
buyers identified
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Heads of terms
prepared with all
contractors

Term sheets agreed,
funding commitments
secured

Key advisors
appointed

Strategy clear and
committed
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Mighty Mining

CASE STUDY
MIGHTY MINING

Definitive Feasibility Study

* Technical and construction advisors
appointed

» Key risks and challenges identified

e Cost and timeline to conclude definitive
studies now known

» Thinking ahead to project finance

» Considering how to best secure market for
production

* Need to fund and complete the definitive
feasibility study
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STAGE FOUR
PROJECT FINANCE
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PROJECT FINANCE
KEY CONSIDERATIONS

Modelling

: o Mitigating
Financier’s .
e Appointing futt:lre cash construction
- advisors ows i
diligence risks
Local
government
support Involviment . Relationship
0
_ banks
Structuring multilaterals

security over
the project

Re-
financing
provisions
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RISK MITIGATION
‘WHAT IS BANKABILITY’

Reducing
political / ‘Bankable’

country risk project
structure Reporting /

undertakings
requirements

. Involvement
Presenting of ECAs and
long term multilaterals to

financials/ be considered
model
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Mighty Mining

CASE STUDY
MIGHTY MINING

Project Finance

 Definitive study completed

» Project requires USD$1 billion through
construction phase

» All preferred partners selected

* Need to secure funding package for

construction, development and
commissioning of the project
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STAGE FIVE
POTENTIAL REFINANCING / EXIT

Reviewing the finance structure upon commencement of operating phase

Different risks — different products - different financiers

Reducing costs

More flexibility and less reporting obligations

Preparing for an exit — towards next project
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Mighty Mining

CASE STUDY
MIGHTY MINING

Mighty Mining’s project is operating
and generating revenues

» Successful project completion

* Now cash flow positive

» Keen to involve its resources in a new project
» Building strategy for next steps

» Approached by potential buyers

* New financiers interested in refinancing the
project

« Strong relationships with existing financiers
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Thank you
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INVESTING IN AFRICA

SEMINAR SERIES TOPICS

Historic — Please let us know if you missed out and want a repeat

A\l eElss  Investment structuring and your local partner in Africa

Upcoming

(ERfETpZeElsl  Know your ABC's (anti-bribery and corruption) in Africa

(LS AU 20k st | Your community, local content and social licence

3 Oct 2018 Powering projects with renewable energy

7 Nov 2018 Dispute resolution, BITs and asset tracing

5 Dec 2018 Investment exit strategies
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