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Can Sirius Minerals beat Brexit to deliver funding for
its Yorkshire mine?

Price:

16p

Market Cap:

£1121M

1 Year Share Price Graph

Sirius Minerals PLC (LON:SXX) saw its shares take a hit on Tuesday as the
UK fertiliser mine developer's 'long tail' of private investors were caught wrong
footed by project financing news.
Many had hoped the hotly anticipated 'Stage 2' financing would be a 'one-anddone' debt based deal, with limited or no dilution for equity holders.
Instead, Sirius revealed a phased and partially contingent financing plan, frontended with US$800mln of equity and convertible debt.
READ: Sirius Minerals launches US$3.8bn 'markets-led' project financing
Some US$400mln worth of new shares will be sold imminently at a discounted
price of between 15p and 18p each (exact pricing likely confirmed shortly).
This capital injection - call it the 'Stage 1.5 financing', if you wish - means Sirius
can keep building its Yorkshire mine with the path to production, revenue and
ultimately dividends remaining intact.
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The project itself is no small venture. In fact, it is one of the biggest civil
engineering undertakings in Europe at present.

Website:

It comprises the Woodsmith polyhalite fertiliser mine, which is 1.5km deep,
along with a 37km-long underground conveyor belt to a new processing facility.
Initial funds are guaranteed
Significantly, the imminent equity and convertible bond raises are being
underwritten in the City - effectively guaranteeing Sirius the funds.
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Company Synopsis:
Sirius Minerals is a UK based fertilizer
development company focused on the
development and operation of its polyhalite
project
in
North
Yorkshire.
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However, the subsequent steps in the funding plan are not, and they will rely
on 'market conditions'.
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Specifically, the US$2.5bn revolving credit facility (RCF), the final piece - and
the most critical - has yet to be nailed down.
The loan is not expected to be drawn upon until June 2021, but, establishing the facility is contingent upon the
completion of a separate US$500mln senior bond issue later this year.
Sirius expects to issue the bonds no later than September, subject to prevailing market conditions, and, a deadline of
30 October is set in the commitment letter for the RCF.
In other words, Sirius must close the US$500mln senior bonds a day before the current deadline for Brexit - the UK's
exit from the European Union.
Sirius still needs to secure the remainder of the project financing in the market place, and, whether the bonds are
launched in September or October, the most significant acid test looks likely to come at the sharp-end of Brexit.
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So, delivering this large scale UK export story now effectively hinges on the liquidity and appetite among bond investors
on the literal eve of Brexit.
Given the Brexit deadline date is Halloween, should investors be scared?
Before long term investors see their heads spin over what may yet be, it is probably fair to say that, overall, Tuesday's
funding news ought to be taken positively.
It is definitely good news, in as much as it allows mine construction to keep moving forward.
Sirius is deep in the project execution phase, and, without the new funds it would otherwise be left simply owning a big
and expensive hole in the ground.
However, investor disquiet is probably warranted too. It is estimated that Sirius has something like 85,000 small
shareholders, of which about a quarter are believed to reside in Yorkshire and the North East.
This 'long tail' of private investors will be stinging for some time after the dilutive fundraising news.
That has taken around 17% off the price on Tuesday, but, arguably, the funding also removes important near-term
uncertainties.
Once they come to terms with the shock, private investors will all be hoping to see forward operational progress
rewarded in the share price.
Nevertheless, a binary element of the financing risk remains and with the current timeline Brexit potentially now looms
over the project in a more tangible way than before.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including company related products,
and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that contributors
may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases where the
position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and agree that
at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price and other
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such calculations are
guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be selective,
may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
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upon.
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