Private Equity Investment — momentum is building

Twelve months ago at Indaba 2014
and following a number of high
profile fundraisings for private
equity funds by key industry figures,
private equity was heralded as a
potential saviour of the mining
industry. Bloomberg reported that
$8bn had been raised by private
equity funds for investment in
mining projects. Despite this, and
perhaps in part due to continuing
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falls in commodity prices, 2014 has
been another difficult year for the
mining industry.

In this report we look at 50 private
equity investments reported in
2014. These investments saw over
$2bn of equity invested in mining
companies by 30 private equity
funds. This activity should only be
the beginning, as private equity
investment in the mining industry

2015

2016

$8bn

RAISED FOR MINING INVESTMENT

builds momentum. Assuming funds
seek to deploy their capital over a
two to three year investment
horizon, there remains at least a
further $6bn to be invested in the
next eighteen months to two years.
As these funds seek to deploy their
capital we can expect further, more
significant, private equity
investment in the mining industry in
the next 12 months.
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Investment structures

Number Total Average
of deals value deal size
of deals

$275.4m

Key

e Agquisitions

e Strategic stake
e Increased stake

e Management team

The private equity transactions in
2014 ranged from outright
acquisitions of companies or projects
to acquisitions of strategic stakes and
increases of stakes/follow on raises.
They also included deals backing
management teams to make
acquisitions in favoured commodities.

Number and size of investments
There were in total 50 reported
investments. There were 11
acquisitions, 22 strategic stakes,

14 increases of stakes and three
management team backings.

The total amount invested across 47
investments (excluding three where

deal amounts were undisclosed) was
$2,061m with an average investment

size of $43.8m.

Aquisitions

Acquisitions were typically of larger
projects or producing mines and the
average size of the investment in
outright acquisitions was $131m.

Strategic stakes

Acquisitions of strategic stakes,
often in public companies,
accounted for the most deals with
over 40% of all investments
reported. The average size of the
strategic stake investments was
$17.4m. Percentage interests held
following these strategic stakes
averaged 21%.

Increased stakes

There were also a further 15
investments where the size of the
investment was being increased.
The average size of the investment
where there was an increased stake
was $19.7m and again for the deals
reported these were often
investments in publicly listed
companies. The additional
percentage by which the funds’
holdings increased ranged from 0%

(ie just protecting the size of their
stake where there has been a
follow-on fundraising) to 13.1%,
with an average increase of 7.7%.

Management team

Certain management teams also
received substantial backing by
private equity with funds backing
management teams with a
particular commodity focus in three
investments with an average
investment size of $118.3m. Whilst
these could be viewed as the
establishment of further private
equity funds, they tended to have
specific commodity focus and were
to build operating businesses.

Funds behaviour

Investments by an individual fund
were most likely to be either an
acquisition of a strategic stake (11
investments) or an outright
acquisition (four investments).

However, funds often acted
together with two or more funds
making an investment at the
same time. This accounted for
four outright acquisitions, three
acquisitions of strategic stakes
and three stake increases.

In the case of 17 investments
where the fund participated as
part of a wider fundraising, which
tended to be public markets
transactions, most investments
involved either an acquisition of a
stake or a stake increase.

The most active fund in those
reported investments was The
Sentient Group with five deals,
followed by Resource Capital with
four deals. Four other funds made

What commodities were hot?

Gold was the most popular
commodity with 15 investments,
followed by coking coal with six
investments. Other than these
commodities, the investments were
spread across a range of
commodities. This is not so
surprising as you might expect funds
to spread their investments to limit
their exposure to volatility in a
particular commodity.

There was no clear preference for
a type of commodity where the
deal was an acquisition, which
were the larger size investments,
with one or two deals occurring in
eight different commodity types.
This may suggest that the stage of
development or economics of the
particular project drove the
investments rather than a specific

Gold and coking coal:
structure of investments
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Strategic Increased
stake stake

Gold was the most popular
commodity for funds purchasing a
strategic stake (four), followed by
copper. Ten other commodities had
one or two deals each throughout the
year.

Again, gold was the most popular
commodity for funds to increase
their stakes or follow their
investment with eight deals, while
other investments spread across a
range of commodities.

Management team backing was split
between base metals, coking coal
and gold with one transaction each.

The table on the right shows the total
number of deals done for each type
of commodity.

Commodity

Gold

Coking
Coal

Copper

Rare
Earths

Silver
Uranium
Diamonds
Tungsten
Graphite
Marble
Nickel
Fluorspar
Potash

Base
Metals

Thermal
Coal

Vanadium

Zinc
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Number of
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Geographical break-down

The geographical spread for the
investments was wide. Most deals
were completed for companies in
North America (14), followed closely
by Africa (12). Asia and Russia were
the least active markets with only
four deals between them.
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North America had the greatest
number of acquisitions (six);

C NORTH AMERICA EUROPE
significantly more than the next
most popularj.urisdictions, Africa 1 73 2 *
and Europe with two each. $ bn $ 2N RUSSIA/ASIA

South America had the most
increases of stakes (five), followed by

Africa and Europe with three each. $93 " 8m

Management team backings 4 deals
only occurred in Australia and
North America.

14 deals 7 deals

The most strategic stake deals
occurred in Africa (seven) followed
by North America (five).

The table below shows the number AFRICA

$302.1m

12 deals

of deals and value completed in
each jurisdiction.

SOUTH AMERICA

$105.8m
Deal location Strategic Total

Africa $125.2m $155.1m | $21.8m $302.1m
2) (7) (3) (12)
Russia/ $57.6m $36.2m $93.8m
Asia (3) (1) 4)
Australia n/a $28.4m $330m $358.4m 2496 Or
1) @) ) (5) T
Europe n/a $52m $121.2m $173.2m ”V‘qpkl
) (2) () (7) Ca
North $922.3m $59.5m $21.2m $25m $1,028m
America (©) ®) ) (1) (14) Nearly a quarter of the investments
South $30.8m $75m £105.8m made were made into African
America (3) (5) (8)

mining projects only accounted for

' mining projects. However, African
15% of capital deployed.

*Excludes acquisitions where price information is not available
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Get in touch N

Berwin Leighton Paisner is an award-winning,
international law firm. Our clients include over 50
Global Fortune 500 or FTSE 100 companies.
Our global footprint of 11 offices has delivered
more than 650 major cross-border projects in
recent years, involving up to 48 separate
jurisdictions in a single case.

The Firm has won seven Law Firm of the Year titles,
is independently ranked by Chambers and the Legal
500 in over 65 legal disciplines and the FT currently
ranks us in the top 5 law firm innovators in Europe.

Expertise
ALEXANDER KEEPIN DAVID COLLINS Commerm_al
Partner, Co-Head of Mining Partner, Head of Corporate Construction

Corporate Finance T: +44 (0)20 3400 2218 Corporate Finance
T: +44 (0)20 3400 4273 david.collins@blplaw.com ) )
alexander.keepin@blplaw.com Dispute Resolution

Employment, Pensions and Incentives
Energy and Natural Resources

EU & Competition

Finance

Funds and Financial Services
Insurance

Intellectual Property

Private Client

Projects
SEGUN OSUNTOKUN Real Estate _
Partner, Head of Africa Group Regulatory and Compliance

Litigation and Dispute Resolution
T: +44 (0)20 3400 4619

segun.osuntokun@blplaw.com Tax

Restructuring and Insolvency

Dataset: Analysis of private equity investments taken from regulatory
announcements and press and other searches in 2014.
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Getting in touch

When you need a practical legal solution for
your next business opportunity or challenge,
please get in touch.

London

Adelaide House, London Bridge
London EC4R 9HA England

Alexander Keepin
Co-Head of Mining
Tel: +44 (0)20 3400 4273

David Collins
Head of Corpora te
Tel: +44 (0)20 3400 2218

Segun Osuntokun

Head of Africa Group

Litigation and Dispute Resolution
Tel: +44 (0)20 3400 4619

Clients and work in 128 countries, delivered via offices in:
Abu Dhabi, Beijing, Berlin, Brussels, Dubai, Frankfurt, Hong Kong,
London, Manchester, Moscow, Paris and Singapore



