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Key risks for new projects

Technology and construction
« \essels

« Mining technology

* Processing technology

Financial

e Investors

« Fiscal regime

« Debt/security options
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Commodities
e Resources / reserves risk
* Demand risk

« Confidentiality

Regulatory
« Regulations / licensing
« Political risk

 Environmental risk
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Understanding the key role players
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Understanding the drivers for key role players

Private Equity Investors Contractor

« Higher risk and reward « Make profit?

« EXxit strategy * Secure resources?

¢ |PO? « Develop business area?
Debt Providers Suppliers

 Lower risk and reward « Mitigation to

. Certainty of recovery shipping/offshore market

. Export support?  Secure future business
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A Typical Investment Cycle
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REVENUES

A
SEED EARLY

Break Even Point

Angel Investors

Venture Capital

MID/
EXPANSION

Mezzanine Financing

Debt Investments

Private Equity

TIME
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The risk journey

RISK

Environmental risk
- Reserves risk

Market risk (hedging?)
\ Regulatory risk
Technology risk

Political risk
Operational risk
Enforcement risk

Redeployment risk

e ————————————

, Offtaker risk
|
|
|
|
|
_____________________________ J_______ ' e Construction risk
Start of Delivery /
construction Operations TIME
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Commodity and reserve risk
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Commodity prices

Adequate proven and
probable reserves —
requires commercially
viable harvesting and
processing

Certainty of demand, and
offtaker credit risk

Match offtake
requirements with
production capacity

Effect on royalty payments

Risk mitigated if there is a
potential to redeploy
equipment

Structure project to isolate
reserve risk for certain
parties

Long-term offtakes, with
structures that isolate
processing risk

Information publicly
available under draft
regulations
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Technology and construction risk
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« Vessels constructed on
time and on budget, and
fit for purpose

« Tried and tested mining
technology and processes

* Tried and tested
processing technology

Time?
Cost?

And will it work?

 Who bears the risk of cost
overruns? Contingent
equity and debt available?

 Route to market for new
technology:

1. Concept desig> 2. Proof of concept

< 3. Proof of operational concept
4. Implementation > 5. Operations

 Who can give warranties
that each part works?
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Regulatory risk
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Financing before
Contract

Duration of the contract
and rights of renewal

Ensuring a stable
regulatory environment
with flexibility to make
commercial decisions

Clear parameters for
suspension and
revocation of the contract

Taking security and
ensuring transferability of
the contractor’s rights

Draft Reg 8 — financial
capability

Draft Reg 14 — [20] years
with conditional option to
renew, on terms to be
agreed

Draft Reg 18 — material
changes to Plan of Work
require prior approval of the
Authority

Draft Contract 30-32 — clear
triggers for termination

Draft Reg 16 & 17 — security
IS permitted in principle, and
transfers are subject to prior
approval, with specific

conditions provided




Options to isolate risk?
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Options to find investors?
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Disclaimer

Norton Rose Fulbright US LLP, Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP and Norton Rose Fulbright South Africa Inc are separate legal entities
and all of them are members of Norton Rose Fulbright Verein, a Swiss verein. Norton Rose Fulbright Verein helps coordinate the activities of the members but does not itself provide legal services to
clients.

References to ‘Norton Rose Fulbright’, ‘the law firm’ and ‘legal practice’ are to one or more of the Norton Rose Fulbright members or to one of their respective affiliates (together ‘Norton Rose
Fulbright entity/entities’). No individual who is a member, partner, shareholder, director, employee or consultant of, in or to any Norton Rose Fulbright entity (whether or not such individual is
described as a ‘partner’) accepts or assumes responsibility, or has any liability, to any person in respect of this communication. Any reference to a partner or director is to a member, employee or
consultant with equivalent standing and qualifications of the relevant Norton Rose Fulbright entity.

The purpose of this communication is to provide general information of a legal nature. It does not contain a full analysis of the law nor does it constitute an opinion of any Norton Rose Fulbright
entity on the points of law discussed. You must take specific legal advice on any particular matter which concerns you. If you require any advice or further information, please speak to your usual
contact at Norton Rose Fulbright.
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