Analysis of Orion’s Capital
Raise Announcement

Base Case Valuation ZAR136cps (A$12.2cps)
ASX/JSE : ORN
Share Price
Market Cap.
Shares in Issue

ZAR 22cps A$ 1.8cps
ZAR 964m A$ 79m
4,382m (Pre Capital Raise)

What You Need To Know :Orion Minerals Ltd has announced a Capital Raise targeting up to A$23m (~ZAR253m) through the issue of up
to 1,150m new shares at A$2cps (ZAR22cps).
On-going financial-market volatility has frustrated participation in the Raise. Delays in commitments by investors
and uncertainty in the eventual outcome of the Raise may well be contributing to further share price weakness.
Given this uncertainty, we have analysed the impact of different capital structures on shareholder value to
provide shareholders with an understanding of the cost/benefit sensitivity to a range of likely Raise outcomes.
Valuation Implication
Whilst the Raise is intended to simplify the financing structure and provide early access to development funding
with an obvious time-value benefit, we conclude that the dilution impact of the Raise is more significant than the
NPV benefit to PCZM of having less debt on its balance sheet.
Assuming that Bank and Corporate Debt, or other alternative financial structures are available to make up for
any shortfall in Orion’s targeted Raise, shareholder value is in fact protected with a lower Raise. The caveat to
this is that protracted debt structure negotiations may end up delaying project development.
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Valuation Matrix : Orion Minerals Ltd (ZARcps)
Given the inherent volatility in commodity prices, we present a valuation matrix below to
assist the reader with a risk/value assessment per Orion share.
The value of Orion is calculated as a sum of the parts illustrated as follows;
Base Case Valuation (Workings in ZAR)

24-Jun-22
6,685,537,808
260,700,000
773,467,650
79,117,500
7,798,822,958
5,730,000,000
136

Value In PCZM (Cashflow to Orion Shareholders)
ZAR
Value In Australia & NC Excluding O'Kiep
Valuation of Okiep Concept Study (Cashflow to Orion Shareholders)
Cash on the Balance Sheet
31-Mar-22
Total
Shares In Issue (Post Raise Assumptions)
Implied Value per Share
ZAR cps

ZAR (cps)
117
5
13
1
136

Valuations of PCZM and Okiep are calculated by discounting future cashflows attributable to
Orion shareholders at different metal prices. Comparisons are made using an 8% and a
10% real discount rate. An exchange rate of ZAR/US$ 15.00 is held constant.
We acknowledge that current commodity prices are lower than our current base case
valuation. The value range at current commodity prices (Cu US$8,350/ ton, Zn
US$3,450/ton) is shown in the table below, shaded in blue. Note that these values are
calculated at an exchange rate of ZAR/US$15 that we would expect to be weaker at
sustained lower commodity prices such as these.
Valuation Orion per share @ 8% Discount Rate (Real)

Zinc Price

136
2,500
2,750
3,000
3,250
3,500
3,750
4,000

Copper Price
8,000
93
104
114
124
133
143
154

8,500
102
112
121
131
141
151
162

9,000
109
119
129
139
149
160
170

9,500
116
126
136
146
157
168
177

10,000
124
134
144
154
165
174
184

10,500
131
141
152
162
172
181
190

11,000
139
149
160
169
178
187
196

10,000
108
116
125
134
144
151
159

10,500
114
123
132
141
149
157
165

11,000
121
130
139
147
154
162
170

Valuation Orion per share @ 10% Discount Rate (Real)

Zinc Price

136
2,500
2,750
3,000
3,250
3,500
3,750
4,000

Copper Price
8,000
81
91
100
108
116
125
134

8,500
89
97
106
114
123
132
141

9,000
95
104
112
121
129
139
148

9,500
102
110
119
127
136
146
154
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Introduction
On Friday the 10th of June 2022, Orion Minerals Ltd (Orion) announced that it had requested
a trading halt pending a material announcement in relation to a proposed capital raising
expected Wednesday the 15th of June. Prior to “market open” on the 15th, Orion then
announced a request for voluntary suspension for the remainder of the week, extending the
suspension to close of business, Tuesday 21st. On the morning of Wednesday 22nd, the
details of the capital raise were published and trading recommenced.
The timing of Orion’s raise has been unfortunate to say the least. The S&P500 had its worst
week since March 2020, the beginning of the pandemic, and its 10th weekly fall in 11 weeks.
The appetite for any capital raise has all but evaporated as financial institutions use any
liquidity that they might have to manage outflows and keep their portfolios balanced.
Yet, within this context, Orion has still managed to secure commitments of A$6m. Of this,
A$2.2m has been secured from two of Orion’s Directors, often an indicator of value from the
ultimate insiders.
The continued uncertainty in financial markets means that it is very difficult to predict the final
capital structure outcome for PCZM. We have therefore looked at the impact of a range
capital structure outcomes on shareholder valuation to assess sensitivity.
We note that PCZM Project NPV is enhanced with higher equity participation but that this is
overwhelmed by the offsetting dilution in SISS. Our findings are summarised in the following
table;
Raise Value (ZARm)
66
100
125
150
175
200
225
253

Dilution Impact
7%
10%
12%
15%
17%
20%
22%
25%

Project NPV Uplift
0.7%
1.1%
1.4%
1.6%
1.9%
2.2%
2.4%
2.7%

Base Case Value ZARcps
157
153
150
147
144
141
139
136

We conclude that a lower raise would benefit shareholder value.
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Proposed Capital Raise Structure
An amount of up to A$23m (~ZAR253m) is targeted to be raised through the issue of up to
1,150m new shares. The issue price for the new shares is A$2cps (ZAR22cps), a 13%
discount to the 5-day ASX vwap prior to the trading halt. This also represents an
approximate 15% discount to the last close price on the JSE, ZAR26cps.
The Capital Raise comprises three placement tranches and a share purchase plan;
•
•
•
•

Tranche 1; A$3.1m (ZAR34m)
Tranche 2; A$2.9m (ZAR32m)
Tranche 3; up to A$14.0m (ZAR154m)
Share Purchase Plan; up to A$3.0m (ZAR33m)

Participation in Tranches 1 and 2 attract one new unlisted option with an exercise price of
A$2.5cps (ZAR27.5cps) for every two new shares allocated. If exercised, an additional
amount of A$3.8m (ZAR42m) may be realised on, or prior to, the expiry date; 30 June 2023.
In summary, the capital raise may be presented as;

Capital Raise Summary
Tranche 1
Tranche 2
Tranche 3
Share Purchase Plan
Sub Total
Options
Total

Amount (A$m)
3.1
2.9
14.0
3.0
23.0
3.8
26.8

Amount (ZARm)
34.1
31.9
154.0
33.0
253.0
41.5
294.5

Number of Shares (m)
156
145
699
150
1,150
151
1,301

Funds Available
Jun-22
Aug-22
Aug-22
Aug-22
Jun-23

If all the new shares are issued as intended, there would be an increase in shares-in-issue
(SISS), currently 4,382m shares, of just over 26%. Including the options, the implied total
dilution would be c.30%.
The right to accept oversubscriptions has been reserved by the company and so the total
raise, excluding the exercise of options, may exceed A$23m/1,150m shares.
The Orion Board has a limited general authority to issue up to 15% of its SISS in any one
year and hence the placement is in more than one tranche. The first tranche of A$3.1m
(156m shares/4% of SISS) has been finalised as announced under general authority. The
second and third tranches totalling up to A$16.9m (844m shares/19% of SISS) is subject to
shareholder approval at Orion’s General Meeting, scheduled in August. No shareholder
approval is necessary in respect of the shares issued under the share purchase plan.
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Use of Funds Raised
No detailed capital allocation has been provided for the proceeds of the Raise as the
amounts are still uncertain. However, guidance suggests that the proceeds will primarily be
directed towards the development of Prieska Copper-Zinc Mine including further feasibility
study work on the early production scenario and the commencement of mine de-watering.
Funds will also be allocated to the progression of the Okiep Copper Project feasibility study,
test work to produce battery pre-curser products at Jacomynspan as well as providing
general working capital.

Varying the Capital Structure Outcome
In our note, “Valuation Analysis of Stream Funding Package” (16 May 2022), we estimated
that PCZM had a peak funding requirement of ZAR2,500m, including a 10% contingency.
The application of the Stream Funding proceeds implied a residual ZAR1,108m funding
obligation. We had assumed that 33% (~ZAR370m) would come from an equity raise and
the remaining 67% (~ZAR730m) from bank debt.
The announced Raise target is lower than this assumption and current financial market
volatility makes it difficult to forecast its success in any case. We have therefore analysed
the sensitivity of shareholder value to different capital structure outcomes to see how critical
the outcome is.
For the purposes of this analysis, we vary the Raise proceeds to imply what would be
required from debt to make up the balance of the residual funding obligation. The range of
Raise outcomes varies from the A$6m currently committed to the maximum targeted,
A$23m.

The Shareholder Loan to Debt Ratio
The Shareholder Loan component of the capital structure comes from the amount raised by
Orion, less the costs of the Raise (assumed to be 4% of Raise), grossed up by the
proportional contribution of the BEE partner vehicle, Prieska Resources. This net amount is
then on-lent to PCZM in the form of a shareholder loan. This is the first funding facility to be
drawn down and the last to be repaid.
Orion and Prieska Resources are proportionately responsible for the funding of the
Community Trust and Employees Trust shareholding. Thus, in any capital raise, to maintain
the desired 30% BEE shareholding, Orion will be responsible for 77.8% of the funding and
Prieska Resources 22.2%. The funding responsibility is illustrated below;
Proportional Contribution to Funding of Shareholders
- Orion, via AGAMA, and PR will proportionally fund the two Trusts' contibution to the project.
Shareholding
Orion Share of PCZM
Community Trust
Employee Trust
Prieska Resources (PR) BEE

70%
5%
5%
20%
100%

Contribution
77.8%
0.0%
0.0%
22.2%
100.0%
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It follows that, if Orion raises ZAR66m (A$6m), then Prieska Resources must separately
raise ZAR18.1m (22.2% of ZAR81.5m) from third parties to maintain its shareholding. The
total “equity” contribution that creates the Shareholder Loan is therefore ZAR81.5m. This is
illustrated as follows;
Equity Raise Contribution
Orion Minerals Ltd
Less Cost of Equity Raise (Orion's portion only)
Prieska Resources
Total Equity Contribution (After Costs)

66,000,000 From Orion Shareholders (incl Cost of Raise)
(2,640,000) Cost of Equity Raise
-4%
18,102,857 From Third Party
81,462,857

If the total available Shareholder Loan is ZAR81.5m then the balance of the funding for
PCZM is assumed to come from bank and corporate debt. This capital structure outcome is
summarised below;

PCZM Needs to Raise

2,500,000,000
1,280,000,000
112,000,000
81,462,857
1,026,537,143

Precious Metals Stream
Revenue Stream
Total Equity Contribution (after Costs)
Total Bank & Corporate Debt Funding Implied

1,108,000,000 Balance
7%
93% D/E Split

Debt Structure Cost Assumptions
Our interest rate assumptions, based on similar transactions, for the various debt
instruments are summarised as follows;
•
•
•

Bank Debt : 5% Above JIBAR
Corporate Debt (eg PIC, IDC) : 8% Above JIBAR
Shareholder Loan (arising from Equity Raise) : 10% Above JIBAR

Further, we assume that the Bank and Corporate Debt component has a 70%/30% mix of
Bank Debt to Corporate Debt giving a blended interest rate of 6% above JIBAR.

Sensitivity Analysis
The range of capital structures assessed varies from assuming that Orion is unable to raise
any further equity than the A$6m announced up to raising A$23m should all three Tranches
and the Share Purchase Plan be fully subscribed. When working in ZAR, we have assumed
an exchange rate of ZAR/A$11.00 as implied by the ZAR22cps vs A$2cps jurisdictional
issue prices.
The shareholder value calculations for the A$6m and A$23m Raise outcomes are illustrated
below;
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Orion Minerals : Valuation Analysis Summary
Base Case Valuation (Workings in ZAR)

A$6m Raise

NPV of PCZM Cashflows to Orion Shareholders
Last Traded Price
Current SISS (Fully Diluted incl Options)
Current Mkt Cap

ZAR cps
ZAR

Placement Price Discount to Spot
Placement Price
Orion's Equity Raise
Number of Shares Required
Dilution Implied
New SISS

ZAR cps
ZAR

Value In Project (Cashflow to Orion Shareholders)
ZAR
Value In Australia & NC Excluding O'Kiep
Valuation of Okiep Concept Study (Cashflow to Orion Shareholders)
Cash on the Balance Sheet
31-Mar-22

Implied Value per Share

A$23m Raise

6,554,003,343

6,685,537,808

26
4,580,000,000
1,190,800,000

26
4,580,000,000
1,190,800,000

15%
22
66,000,000
300,000,000
7%
4,880,000,000

15%
22
253,000,000
1,150,000,000
25%
5,730,000,000

6,554,003,343
260,700,000
773,467,650
79,117,500
7,667,288,493

6,685,537,808
260,700,000
773,467,650
79,117,500
7,798,822,958

157

136

ZAR cps

The NPV of PCZM rises with increasing Raise outcomes since project cashflows are
returned to shareholders earlier on account of there being less Debt to be paid off first.
However, this is more than offset by the increased dilution. For a A$23m (ZAR253m) Raise,
there is a 3% enhancement to the PCZM Project NPV but this is overwhelmed by dilution in
SISS of 25%.

PCZM Project NPV vs Shareholder Dilution
30%

25%

25%

20%

20%

15%

15%

10%

10%

5%

5%

0%

Change in PCZM Project NPV

Incresae in SISS (Dilution) %

(At Various Capital Raise Outcomes)
30%

0%
66

100

125

150

175

200

225

253

Orion Capital Raise (ZARm)
Increase in SISS

Change in PCZM NPV

S2 Research (Pty) Ltd
Research

|

Distribution

|

Engagement

|

Value

8

Orion Minerals Limited
ASX/JSE : ORN

Analysis of Orion’s Capital Raise Announcement
27 June 2022

Using our range of Raise outcomes, we generate the following values per Orion share using
our base-case valuation key assumptions (Cu US$9,500/t, Zn US$3,000/t and ZAR/US$15).

Value per Orion Share vs Capital Raise
Implied Value per Orion Share (ZAR cps)

160
155
150
145
140
135
130
125
66

100

125

150

175

200

225

253

Orion Capital Raise (ZARm)

We conclude that, assuming Bank and Corporate Debt is available to make up for any
shortfall in Orion’s targeted Raise, shareholders would be better off with a lower Raise as the
dilution impact is more significant than the NPV benefit.
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Orion Minerals Limited

Analyst Certification
I, Simon Hudson Peacock, hereby certify that the views expressed in this research accurately reflect my
personal views about Orion Minerals Ltd. and no part of my compensation is directly or indirectly related to the
inclusion of specific recommendations or views in this research.
Mining Engineer turned Mining & Resources Analyst and Portfolio Manager with
over two decades experience in company and commodities research across
both buy and sell financial institutions.
Simon graduated in Mining Engineering (with commendation) from the
Camborne School of Mines (UK) and was a Junior Mining Engineer with Impala
Platinum for four years before enrolling at the UCT Graduate School of
Business MBA program. In the following years he has worked as a mining
analyst and portfolio manager in some of the top investment teams in South
Africa including Investec, Prudential, African Harvest and Cadiz. During this
time, he became a CFA Charterholder. At both African Harvest and Cadiz, he
was the head of the equity research team. For the last two years, Simon has
worked as an independent investment analyst specialising in mining companies.
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Disclaimer
The author has been commissioned to prepare this research report (“Report”) and will receive fees for its
preparation.
Orion Minerals Ltd. (Orion) has provided the author with information about its current activities. While the
information contained in this publication has been prepared with all reasonable care from sources that the
author believes are reliable, no responsibility or liability is accepted by the author for any errors, omissions or
misstatements however caused.
In the event that updated or additional information is issued by Orion subsequent to this publication, the author
is under no obligation to provide further research unless commissioned to do so. Any opinions, forecasts or
recommendations reflects the judgment and assumptions of the author as at the date of publication and may
change without notice. The author and Orion, their officers, agents and employees exclude all liability
whatsoever, in negligence or otherwise, for any loss or damage relating to this Report to the full extent permitted
by law.
Any opinion contained in the Report is unsolicited general information only. Neither the author nor Orion is
aware that any recipient intends to rely on this Report or of the manner in which a recipient intends to use it. In
preparing this information, it is not possible to take into consideration the investment objectives, financial
situation or particular needs of any individual recipient. Investors should accordingly obtain individual financial
advice from their investment advisor to determine whether opinions or recommendations (if any) contained in
this Report are appropriate to their investment objectives, financial situation or particular needs before acting on
such opinions or recommendations.
This Report is not intended for any person(s) who is resident of any country in which the publication or
dissemination of this Report may constitute a contravention of its laws.
The author has not and will not receive, whether directly or indirectly, any commission, fee, benefit or
advantage, whether pecuniary or otherwise in connection with making any particular statements and/or
recommendation (if any), contained in this Report. The author discloses that from time to time it or its officers,
employees and related bodies corporate may have an interest in the securities, directly or indirectly, which are
the subject of this Report and may buy or sell securities in the companies mentioned in this Report; may affect
transactions which may not be consistent with the statements and/or recommendations (if any) in this Report;
and/or may perform paid services for the companies that are the subject of this Report. However, under no
circumstances has the author been influenced, either directly or indirectly, in making any statements and/or
recommendations (if any) contained in this Report.
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