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On 6 December Chatham Rock Phosphate (CRP) was granted a mining 
permit by New Zealand authorities. This resolved a major area of 
uncertainty and does much to put CRP back on track. However, timings 
have suffered, which has weighed on CRP’s funding position and investor 
sentiment. CRP is now seeking NZ$6m of new capital to fund its 
application for marine consents. It expects to lodge its applications late in 
Q1 CY14, with a decision required under law before the end of 2014. Marine 
consents represent CRP’s final and most critical approval milestone, after 
which a final investment decision can be contemplated. 

Year end Revenue 
(NZ$m) 

PBT* 
(NZ$m) 

EPS* 
(c) 

DPS 
(c) 

P/E 
(x) 

Yield 
(%) 

03/12 0.0 (0.8) (1.4) 0.0 N/A N/A 
03/13 0.0 (1.4) (1.0) 0.0 N/A N/A 
03/14e 0.0 (1.5) (0.8) 0.0 N/A N/A 
03/15e 0.0 (2.2) (1.1) 0.0 N/A N/A 
*PBT and EPS are normalised, excluding intangible amortisation, exceptional items and 
share-based payments. 

Mining permit awarded 
This report expands on our 11 December Flash Note and updates our CRP outlook 
and valuation. On 6 December CRP was told by New Zealand authorities that it had 
been awarded a 20-year mining permit. In our view, this is a significant de-risking 
milestone and restores much-needed confidence to CRP’s critical path. The next 
two major items on CRP’s ‘to-do’ list are funding and environmental consents. The 
two are closely linked, such that a further NZ$6m is required for CRP to fund its 
marine consent application and 2014 work programme. If it can secure most of that 
capital, an application will be ready to be lodged with the Environmental Protection 
Authority late in Q1 CY14. 

2014 to be a defining year 
The mining permit capped a mixed 2013 for CRP. H1 CY13 was marked by strong 
positive momentum, while H2 saw progress slow materially. The granting of its 
mining permit does much to put CRP back on track leading into what will be a 
defining 2014. The participation of CRP’s planned contract mining partners, Royal 
Boskalis, is fundamental to CRP’s execution plan. It is Boskalis, not CRP, that will 
be spending the c US$300m required to fund the project’s operating infrastructure. 
While we understand that Boskalis remains committed, its own confidence is likely 
to have been affected by the delays of H2 CY13. Positive outcomes from 
discussions planned over the next few weeks will be important towards reassuring 
CRP investors of Boskalis’s commitment. 

Valuation: Unrisked NZ$1.89/share 
We have updated our DCF valuation to account for the negative impacts of timing 
delays, lower fertiliser price indices, FX and share dilution. On an unrisked basis we 
conclude a base valuation of NZ$1.89/share. The sensitivity of CRP’s economics to 
key value drivers remains very strong, which investors must also take into account.    
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Investment summary 

Company description: Would-be seafloor rock phosphate miner 
CRP achieved a major breakthrough in December when it received confirmation that it had been 
awarded a 20-year mining permit by New Zealand authorities. This set the scene for what will be a 
watershed 2014 for CRP. If its execution plan unfolds as intended, by the end of 2014 CRP will 
have secured all of the regulatory and environmental consents it will need to undertake long-term 
mining operations within its 100%-held Chatham Rise mining permit. A final investment decision will 
also likely be achievable in late 2014, towards first production late in 2016. The initial resource CRP 
is targeting is up to 35Mt of medium-grade, low cadmium rock phosphate worth around US$5bn in 
revenue terms at current prices.  

Valuation: Unrisked NZ$1.89/share 
We have updated our DCF modelling to reflect changes to timing and macro value drivers, from 
which we conclude a base-case unrisked valuation of NZ$1.89/share. This implies a more than  
seven-fold uplift to CRP’s current share price, which represents a de-risking pathway that will 
narrow as further pre-operating milestones are approached or passed. The most significant of these 
is CRP’s application for marine consents, the outcome of which should be known before the end of 
2014. The extent to which the market will reward success in securing marine consents is not clear 
at this stage. We note, however, the pricing of marine consent-linked share options at 70cps.  

Sensitivities: More than just execution risk to CRP’s risk profile 
The unrisked basis of our base case valuation must be considered within an investment context 
that involves significant value sensitivity to a number of key operational value drivers, the most 
material of which are sales prices, contract mining costs, foreign exchange and production rates. Of 
these, our analysis concludes forex and fertiliser prices to be by some distance the most significant. 
On a standalone basis, our modelling infers a 10% favourable/unfavourable change in each 
variable to elicit a DCF response between -19.6% and +27.0%. If standalone sensitivities were 
compounded, positive and negative value impacts would be substantially amplified. So, beyond 
upfront execution risk, the high extent of sensitivity of CRP’s economics to operational risk factors is 
an aspect that investors must also be fully aware of. The other key exposure as we see it is the 
commitment of mining partner and cornerstone shareholder Royal Boskalis to the project. We 
expect Boskalis’s confidence to have been affected by the delays of 2013. With CRP’s mining 
permit now in hand, investors will be seeking positive early confirmation in 2014 of Boskalis’s 
commitment. With a stock overhang of 50m share options (35% of current ords) dilution is a factor, 
but one that we account for in our valuation. 

Financials: Funding path now a much clearer proposition 
CRP currently holds NZ$0.7m of net cash. It has announced a NZ$6m capital raise that, if 
successful, would fund it through the marine consent application process. CRP has engaged a 
specialist UK-based advisory house to lead an institutional placement during February 2014. In our 
modelling we assume pricing at 30cps including a 70cps 2:1 free option issue success-linked to the 
award of marine consent. If and when marine consents are attained, we consider it likely that key 
holders of existing share options would exercise, which would provide a likely further NZ$11m in 
new capital. Exercise of 70cps new issue options could realise up to a further NZ$9m. A scenario 
whereby CRP enters 2015 with NZ$20m cash on hand is possible, which if realised would 
comfortably fund CRP through to first production planned for Q4 CY16.   
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Company description: Seabed rock phosphate mining 

CRP’s key asset is a 100% stake in a 820km2 mining permit over New Zealand waters around 
450km east of Christchurch. It also holds a 3,096km2 prospecting permit within which its mining 
permit sits. It has a further 6,492km2 of adjacent acreage under two prospecting permit applications 
lodged during Q4 CY13. The permits lie in a region known to house extensive deposits of rock 
phosphate and other minerals including glauconite and potash on or near the seabed. It has also 
applied for five prospecting permits in Namibia where comparable seabed deposits to that held on 
the Chatham Rise are known to reside. 

New Zealand interests 
CRP is advancing a project that, once complete, would mine rock phosphate from the seabed of a 
large submarine topographic feature known as the Chatham Rise, which lies between the east 
coast of New Zealand’s South Island and the west coast of Chatham Island.  

Resource 
The presence of significant rock phosphate deposits on the Chatham Rise has been known since 
1952 when a major marine survey revealed widespread concentrations of rock phosphate and other 
minerals. Subsequent government and commercial surveys in 1966, 1971, 1975, 1978 and 1981 
confirmed the nature and extent of the deposits. CRP estimates that more than NZ$70m had been 
spent on surveying the Chatham Rise area before it acquired prospecting permit MPL50270. 
Surveys have shown the rock phosphate nodules in the main area of interest with a typical diameter 
of 1mm to 40mm lying in water depths of between 350 and 450 metres. Sampling from more than 
100 grab sites has concluded an average phosphate (P2O5) content of 21-22%, which compares 
favourably with industry benchmarks. The nodules lie on or within 20-70cm of the seafloor surface 
in a glauconitic sand, meaning extraction would be suited to a suction or dredge format and not 
require drilling. Non-JORC estimates made from the results of past surveys concluded an 
extractable resource of 25Mt from a 380km2 area. In 2013 two independent specialists conducted a 
review to support CRP’s mining permit application. This indicated a preliminary estimate of 32-35Mt 
from the same catchment area. 

A major marine survey conducted in late 2011 and early 2012 lifted CRP’s understanding of the 
geology of its permit areas and the topography of the seabed area where the rock phosphate 
deposits are known to lie. Grab sampling conducted during the voyage validated the conclusions 
reached in earlier surveys of high rock phosphate and glauconite concentrations with very low 
levels of cadmium. The survey also collected data to support an environmental impact assessment 
report, which must accompany an application for a mining licence. 

Permit interests 
In total, CRP holds outright title to 4,726km2 of acreage covering what it considers to be the area of 
richest P2O5 concentration. With its award of a mining permit in December 2013 (refer below) 
CRP’s awarded acreage is now split between a single large prospecting permit (MPL50270) within 
which lies a mining production permit (MMP55549). 

During Q4 CY12 CRP applied for two further permits, MPL55971 and MPL55967, which lie to the 
west and east respectively of MPL50270. Before being relinquished, the permits were each held by 
private company L&M Group. The work programmes CRP has proposed with its applications will 
not become known until the permits are awarded, but it is likely that the application provides for 
relatively low impact, low outlay programmes that will allow CRP to continue to focus on and fund 
its key mining permit.  



 

 

 

Chatham Rock Phosphate | 16 January 2014 4 

Exhibit 1: CRP’s New Zealand permit interests 
Permit Permit type Status Gross km2 CRP stake Awarded / applied Expiry 
MMP55549  Mining Awarded 820 100.0% 6 Dec 2013 5 Dec 2033 
MPL50270 Prospecting Awarded 3,096 100.0% 25 Feb 2010 24 Feb 2014 
MPL55971 Prospecting Applied 1,494 100.0% 14 Nov 2013 N/A 
MPL55967 Prospecting Applied 4,998 100.0% 18 Nov 2013 N/A 
Source: Company announcements 

Exhibit 2: CRP Chatham Rise permit interests (all 100%) 
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Source: Company announcements, Edison Investment Research 

Namibian interests 
In June 2012 CRP announced it had applied for five prospecting licenses covering acreage off the 
coast of Namibia in waters similar in depth to its Chatham Rise acreage. Despite the permits having 
been lodged for over 18 months, there is no indication from Namibian authorities as to when a 
decision on CRP’s applications can be expected. 

Global and local market contexts 

Our September 2012 Outlook note contained an analysis of the global and local market contexts. 
This remains valid and we recommend reviewing.  

Sales product and pricing 
A notable market trend during 2013 was a marked decline in fertiliser price indices, including rock 
phosphate. From US$185/t in December 2012 prices have fallen more than 45% to average 
US$101/t by December 2013. A number of factors contributed to this. On the demand side, weaker 
underlying demand in key Indian fertiliser markets has been compounded by unfavourable currency 
and price subsidy conditions, weighing heavily on demand for imported product in India. On the 
supply side, significant planned capacity increases, particularly by dominant Moroccan player OCP, 
have lifted supply outlooks. Uncertainty remains high, as does the range of views towards the 
outlook for local, regional and global supply, demand and pricing.  

http://www.edisoninvestmentresearch.com/research/company/chatham-rock-phosphate
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Exhibit 3: Rock phosphate prices, 32% P2O5, US$/t 

 
Source: Bloomberg, Edison Investment Research 

Offsetting weaker underlying market conditions for traded fertiliser products, CRP’s product 
presents a number of favourable specific characteristics that CRP expects will support a significant 
price premium over generic reference benchmarks. Among the most important of these benefits are 
low cadmium levels and a favourable citric solubility profile. Unlike traded benchmark product 
grades, this combines with other factors to enable CRP’s product to be used across almost all 
potential phosphorite fertiliser applications, from lower-margin blending with higher-grade (but 
higher-cadmium) rock phosphate from other suppliers (typically OCP) to produce super phosphate 
(SPP) and di-calcic phosphate (DCP), to the much higher-margin direct application segment where 
stringent product compliance and acceptability regimes apply. CRP regards direct application as a 
major market opportunity, particularly in New Zealand. The effect is to upgrade the economic value 
of rock from that of a feedstock (for SPP and DCP manufacture) to an organic end product (for 
direct application). The price premium for direct application phosphate over SPP and DCP is as 
much as US$100/t. CRP’s scoping work to date has concluded an average FOB-equivalent 
weighted average sales price (WASP) premium to comparable medium-grade P2O5 of at least 
US$25/t for a likely CRP sales product mix. 

Exhibit 4: Select New Zealand solid phosphate fertiliser prices 
Product NZ$/t US$/t Comment 
Super phosphate 324 257 Bulk price at depot 
Dicalcic phosphate 215 170 Bulk price at depot 
Reactive phosphate rocks 408 324 Direct application product. Price at depot. 
Source: Ravensdown Fertiliser Prices schedule at 6 December 2013, Edison Investment Research 

Proposed mining operations 

Commercial model 
A critical but often overlooked aspect of CRP’s proposed operating model is that Royal Boskalis BV 
will undertake all mining operations under a yet-to-be-negotiated contract mining arrangement. 
Boskalis will provide all mining equipment, with CRP’s role to be largely that of resource owner and 
commodity trader. CRP and Boskalis’s relationship dates back to early 2011 when CRP engaged 
three global-scale specialist subsea operators including Boskalis to undertake separate jointly-
funded mining concept studies. CRP then selected Boskalis to complete a two-phase work 
programme focused on specifying, designing and ultimately constructing the infrastructure to 
enable a seafloor mining operation. The first phase, involving initial design engineering and 
environmental assessment studies, was completed in mid-2012 and formed part of the mining 
licence application.  
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Importantly, in July 2012 Boskalis agreed to take a cornerstone (currently 17.8%) stake in CRP. 
While a significant part of Boskalis’s share subscription is via equity in lieu of fees, the validation 
inferred by Boskalis investing directly in the project is significant and, with the commercial and 
reputational risks, we feel it reflects the confidence Boskalis has in its ability to deliver a successful 
mining operation. Boskalis subscribed at 22cps. 

Mine plan 
As there are no comparable mines currently in operation, the c 400m sea depth of CRP’s acreage 
does present technical risk. However, Boskalis is very confident of its proposed technical solution, 
which would involve it applying existing technology already in operation to a deeper water setting. 
The mining concept Boskalis proposes is based on a customised trailing suction hopper dredger 
(THSD) vessel, which Boskalis already has around 30 of in its fleet. The mining concept sees the 
THSD house an extended dredge arm connecting to a mining head that uses jet water thrusters to 
hydraulically agitate the top 30-35cm of seabed sediment, which would be suctioned by the mining 
head to the surface. An on-board separation cycle would claim the phosphorite nodules for storage 
in the vessel’s hold while non-phosphorite components would be returned directly to the seabed by 
a return pipe cycle. Around 85% of gross material extracted would be returned to the seabed as 
tailings. Once operational, a mining cycle is expected to last between eight and 12 days in each 
month, with the rest of the time spent either at port for unloading or in transit. CRP expects to mine 
c 30km2 per year, meaning that with a single vessel (there is scope to expand the THSD fleet), 
CRP’s initial mining permit provides the equivalent of 27 years operation. 

Consents and approvals: One down, one to go 

Mining permit granted 
On 6 December, New Zealand Petroleum and Minerals (NZP&M) announced that CRP had been 
awarded a 20-year mining permit over an area of the Chatham Rise. The key aspects of the permit 
award are that: 
 it relates to an 820km2 area, representing what CRP has assessed as the richest deposit area 

of its existing exploration permit; and the title to a further 3,096km2 of area surrounding the 
mining permit remains with CRP as an exploration permit. 

The conditions are that CRP must: 
 lodge detailed engineering and feasibility studies to support a final investment decision (FID) 

within two years of the permit award date; and 
 achieve minimum production of 800ktpa. 

The two permit conditions are well within CRP’s planned operational scale (of 1.5Mtpa) and timing 
(FID is planned for Q4 CY14).   

Separate marine consent process still to come 
With its mining consent now in hand, focus for CRP shifts squarely to environmental consent. For 
CRP, which has operations that will be centred entirely offshore, this requires marine consents 
issued under the recently-enacted Exclusive Economic Zone and Continental Shelf (Environmental 
Effects) Act 2012 (EEZ Act) administered by the Environmental Protection Agency (EPA). 

The EEZ Act was enacted in May 2013 and specifies a process and timeline for assessing 
applications to undertake activities within the EEZ. CRP’s mine plan involves an operation that is 
defined under the EEZ Act as a ‘discretionary’ activity, so a specific marine consent is needed. The 
consent process involves a number of stages, but has a processing and decision-making timeline 
defined within the EEZ Act itself, and requires the EPA to return a decision within 140 days (seven 
months) of an application being lodged. 
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On 21 November the EPA announced it had received its first application for marine consent under 
the EEZ Act for a comparable operation being advanced by Trans-Tasman Resources (TTR), which 
is seeking to mine seabed iron sand from a site off the Taranaki coast. The TTR application process 
is identical to the one CRP will face. A decision-making committee of independent experts has been 
convened to handle TTR’s application and set a timeline to reflect that specified in the EEZ Act 
(Exhibit 5). 

Exhibit 5: EPA marine consent statutory timeline 

 
Source: Company announcements, Edison Investment Research 

CRP’s application is already well advanced. Shortly after the EEZ Act came into force, CRP 
submitted an informal application to the EPA for initial feedback, but decided not to formally lodge 
the application while it undertook further work to support the technical material and until funding 
was resolved (the EPA operates a cost recovery model; including CRP’s own marine consent 
application costs, this is expected to cost CRP c NZ$3.3m). 

We understand that CRP is currently undertaking some fieldwork to support its final marine consent 
application. Contingent on funding, CRP plans to submit its final application to the EPA around the 
end of Q1 CY14. 

Critical path timings and funding equation both lengthen 
In our August update we presented an outlook for CRP’s critical path and funding plan. The delay to 
mining consent timings and subsequently CRP’s funding equation have pushed timings out, so 
CRP is now unlikely to be able to consider an FID until at least Q4 CY14. Exhibit 6 presents our 
updated timeline outlook for CRP’s critical path. 

Exhibit 6: Success case assumed forward CRP milestones and timelines 
Milestone event Likely timing 
Award of mining licence  Dec 2013 (complete) 
Capital raise to fund marine permit application and working capital Q1 CY14 
Boskalis commits to initial development spend Jan-Feb 2014 
Lodgement of final application for EEZ marine consent to EPA Apr 2014 
Public hearings commence towards EEZ marine consent May 2014 
Release of EPA decision Oct-Nov 2014 
Boskalis FID, sanction of vessel fit out Q4 CY14 
Vessel fit out / conversion, commissioning Q4 CY14 – H2 CY16 
First production Q3 CY16 – Q4 CY16 
Source: Company announcements, Edison Investment Research 

We have previously emphasised the importance of Boskalis to CRP’s execution plans. It is Boskalis 
(not CRP) that will serve the key operational role as contract miner and, as a result, take the 
ultimate decision of committing the c US$300m capital spend to supply the necessary seaborne 
infrastructure. We understand that although the delays to the mining consent have caused it to 
reconsider and, as a result, delay the timing of its own work programme, Boskalis remains 
committed to the project. As noted, Boskalis also holds a direct shareholding of 17.8% in CRP. 

http://www.edisoninvestmentresearch.com/research/company/chatham-rock-phosphate
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We understand that Boskalis and CRP are to meet over the next few weeks to discuss the JV’s 
work programme. Boskalis’s commitment is of critical importance to CRP’s own execution plan, and 
we would expect to see CRP provide the market with a full update after these discussions. 

Corporate and management 

Corporate 
In Q1 CY12 CRP announced an agreement with US-based private equity fund Subsea Investments 
for Subsea to subscribe to shares (20cps) and a convertible loan (convertible at 20cps) for a total 
investment of NZ$7m. The loan has since been fully converted. Subsea holds a tranche of 36.4m 
30cps options, which lapse in March 2015. In our August 2013 update we highlighted the scope for 
potential early part-exercise by Subsea as a means of offsetting dilution risk, but this will naturally 
depend on each of Subsea’s financial capacity and strategic rationale. Subsea has so far shown no 
outward appetite to exercise even though CRP has secured a mining permit and is in need of near-
term funding. This appears to reduce the likelihood of Subsea exercising until the marine consent 
process is complete in late CY14. 

CRP continues to plan towards completing a TSX-compliance listing during 2014. This will require it 
to present at least 12 months of forward working capital. Assuming success with a recently 
announced NZ$6m capital raise (see below), CRP intends to apply to the TSX late in Q1 CY14.  

Board and management 
CRP runs an extremely light business model comprising a single full-time staff member (managing 
director Chris Castle). Mr Castle has led the project’s development since its commercial conception 
in 2007. To advance its work programme CRP engages external subject matter expert consultants.  

CRP’s board member have a mix of commercial and academic backgrounds. In our view, the board 
would benefit from the addition of further commercial weight, particularly as the long-term mining 
contract with Boskalis is negotiated during CY14. That contract is by a substantial distance CRP’s 
single most important long-term commercial driver within its direct influence, and is pivotal to its 
business model. 

Chris Castle is CRP’s managing director. He founded the project and has since led all aspects of 
CRP’s commercial and technical development. He is a chartered accountant with a background in 
corporate finance and investment. He is also a director of NZX-listed Aorere Resources, TSX-V 
listed Asian Mineral Resources and ASX-listed King Solomon Mines. 

Linda Sanders is CRP’s chair. She has a journalism and communications background and was 
appointed to the board of CRP-predecessor company, Widespread Energy, in 2008. She is also a 
director of major shareholder NZS-listed Aorere Resources and was chair from 1989 to 2012. 

Jill Hatchwell has a corporate finance and advisory background. She was appointed to the 
Widespread Energy board in 2008. Jill has been a director of Aorere Resources since 1989. 

Ko De Blaeij is a senior executive with Royal Boskalis BV, which he joined after graduating from 
university in 1980. His recent roles with Boskalis have seen him manage major international 
projects across multiple countries. He was appointed to the CRP board in 2012.  

Robin Falconer has 35 years’ experience as an academic and consultant in geosphere, 
atmosphere and ocean science surveys and research. He also consults as CRP’s chief scientist. 

Robert Goodden is chair of UK specialist marine mining company Subsea Minerals (not 
associated with Subsea Investments). He has 30 years’ experience in developing new seabed 
excavation and drilling technologies and is a member of CRP’s technical advisory team. 

http://www.edisoninvestmentresearch.com/research/company/chatham-rock-phosphate
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Valuation 

We have updated our success-case DCF model for changes to both bottom-up micro project-level 
drivers (largely timing delays) and top-down macro drivers (rock prices and forex). Our valuation 
incorporates an assumed successful equity raise in H1 CY14 supplemented by Subsea 
Investments exercising its share option tranche before expiry in Q1 CY15. Real-term cash flows are 
discounted at 10% to reflect general equity risk. 

As we have noted, a central aspect of CRP’s business model is an extremely light capital profile. 
This is expected to continue, with proceeds from any new share issues to be directed towards soft 
costs such as consenting processes, permit work programme spend and design fees.  

On our base-case assumption set, we conclude an unrisked valuation of NZ$1.89 per share on a 
capital base diluted for the in-the-money tranche of Subsea share options.  

The key assumptions that underpin our base case are: 
 Timings: consenting and lead time delays see us push out our assumption for first production 

to Q4 CY16 (previously Q2 CY16).  
 Resource: 25Mt at P2O5 concentration 22%. Production years 1-10 at 1.5Mtpa, thereafter on 

7.5% decline curve. 
 Sales: even split of local and export sales in each year. 
 Sales pricing: we have re-worked our sales pricing structures to reflect lower fertiliser 

benchmarks and the initial conclusions of CRP’s market scoping work. For our base case we 
assume a long-term 32% P2O5 benchmark of US$125/t for local and export sales, but with a 
US$25/t WASP premium over 22% peer product. We assume local sales volumes attract a 
US$65/t freight (Casablanca-New Zealand) component and US$25/t local buyer discount. We 
assume pricing for export cargoes at FOB benchmark ex Morocco plus US$35/t freight (as 
proxy for landed CIF Mumbai) less US$30/t freight (as proxy for NZ-Mumbai). All pricing 
components assumed as real terms 2014 currency. 

 Opex: contract mining cost via Boskalis assumed at €70/t held constant in nominal terms 
(decreasing in real terms). Royalties payable consistent with local fiscal terms at higher of 2% 
of revenue or 10% of pre-tax profit. 

 Forex: recent movement in the NZ$ against major currencies sees us lift our key NZ$/US$ 
assumption to 0.826 and our NZ$/€ to 0.607 (previously 0.793 and 0.591 respectively). 

 Capital: NZ$6m raising in Q1 CY14 assumed priced at 30cps (see below). In our base case we 
dilute for Subsea’s in-the-money share options but not for the 70cps marine consent-linked 
tranche we assume will be issued with the current capital raising (refer below). With an 
overhang equivalent to 35% of current share capital, there is a material dilutionary impact. 

Sensitivities 

CRP’s proposed business model as primarily a US$-based commodity trader operating under a 
largely fixed (on a tonnage basis) cost base means its project economics are extremely responsive 
to movements in key value drivers. Its main sensitivities are to sales pricing, contract mining costs, 
forex and production. Exhibit 7 below presents favourable and unfavourable valuation outcomes for 
key standalone sensitivities. The sharpness of value response under a success case speaks to 
CRP’s high underlying risk profile. If standalone sensitivities were compounded, value impacts 
would be substantially amplified. Also worth noting is our assumption that CRP rock sales prices 
rise with inflation but the Boskalis contract mining rate does not. We consider this difference in 
economic treatment as realistic, but for CRP it does result in material margin growth over time. If we 
were to also inflate the Boskalis unit cost with inflation, our valuation would reduce by NZ$0.70 per 
share. Again, this reinforces the sensitivity of CRP’s operating economics to key value drivers.  
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Exhibit 7: DCF valuation sensitivity to +/-10% changes to key value drivers 
  Scenario valuations NZ$/share % Sensitivity response 
Scenario Financials affected by sensitivity 10% change 

favourable 
10% change 
unfavourable 

10% change 
favourable 

10% change 
unfavourable 

Base case N/A $1.89 $1.89 N/A N/A 
      
Sensitivity +/- 10%      
WASP Revenue  $2.27   $1.52  +20.1% -19.6% 
NZD:USD Revenue  $2.40   $1.48  +27.0% -21.7% 
NZD:EUR Cost of sales (contract mining)  $2.12   $1.61  +12.2% -14.8% 
Contract mining Cost of sales  $2.15   $1.64  +13.8% -13.2% 
Production rates Multiple  $2.04   $1.75  +7.9% -7.4% 
Source: Edison Investment Research 

Financials 

To date CRP has raised NZ$24.8m to fund its work programme. Current net cash held is NZ$0.7m. 
Fundraisings since H1 CY13 (see our August update for details) have attracted a total of NZ$2.4m 
within a pricing band of 31cps to 35cps. Its most recent raising included a 2:1 issue of 70cps option 
exercisable within three months of CRP’s assumed receipt of marine consents. 

CRP is now seeking a further NZ$6m of new capital “to fund the environmental consent and 
corporate costs until Q3 2014 when the environmental Marine Consent is expected to be granted”. 
The main spend item is to be the EPA process, which CRP expects to cost NZ$3.3m, made up of 
NZ$2.3m in direct EPA cost recoveries and NZ$1m in indirect own-account expenses. The 
NZ$2.7m balance is to cover corporate overheads (NZ$1.3m), TSX listing costs (NZ$0.4m) and 
permit work programme spend (NZ$1m). We assume the new offer to be priced at 30cps with a 
matching 2:1 70cps option. CRP has appointed a London-based specialist resources corporate 
advisory firm, Wimmer Financial, on a non-exclusive basis to lead the capital raise to be conducted 
during February.  

Assuming success in securing marine consents, we would expect Subsea to exercise some or all of 
its share option tranche that would meet most or all of CRP’s further pre-commissioning funding 
requirements. Milestone-related share options (principally the 70cps option tranche) would also 
potentially attract a further NZ$9m, depending on the response of CRP share price to the awarding 
of marine consents (strike price implies uplift of >100% on current trading). A scenario under which 
CRP enters 2015 with a NZ$20m cash position is feasible if the next 12-15 months unfold as CRP 
hopes; however, dilution to our ungeared valuation would be a factor with a further  
c 13m shares issued. Diluting for this tranche reduces our unrisked valuation to NZ$1.78/share. 

Exhibit 8: Base case funding profile and outlook 
Timing  Capital flow 

NZ$m 
Issue price 

cps 
New shares 

issued m 
Shares out 

m 
Current Cash on hand & issued share capital  0.7    144.1 
Q4 FY14 Institutional placement  6.0   0.30   20.0   164.1  
Q1-Q3 FY15 EPA direct cost recovery of marine consent process -2.3     164.1  
Q1-Q3 FY15 CRP indirect costs of marine consent processes -1.0     164.1  
Q1-Q3 FY15 CRP work programme outgoings -1.0     164.1  
Q1-Q3 FY15 Corporate overhead cash burn & TSX -1.7     164.1  
 Cash/capital forecast at end Q3 CY14  0.7     164.1  
Q3-Q4 CY15 Corporate overhead cash burn -1.0     164.1  
Q4 CY15 Exercise of Subsea options  10.9   0.30   36.4   200.5  
Q4 CY15 Exercise of residual supplier options  0.4   0.50   0.8   201.2  
Q4 CY15 Exercise of NZ70cps options  9.3   0.70   13.3   214.5  
 Potential cash/capital scenario at exit 2014  20.3     214.5  
Source: Edison Investment Research 

http://www.edisoninvestmentresearch.com/research/company/chatham-rock-phosphate
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Exhibit 9: Financial summary 
  NZ$'000s 2012 2013 2014e 2015e 
31-Mar   IFRS IFRS IFRS IFRS 
PROFIT & LOSS        
Revenue     0 0 0 0 
Cost of Sales   0 0 0 0 
Gross Profit   0 0 0 0 
EBITDA     (761) (1,427) (1,497) (2,176) 
Operating Profit (before amort. and except.) (761) (1,427) (1,497) (2,176) 
Intangible Amortisation   0 0 0 0 
Exceptionals   8 0 0 0 
Other   0 0 0 0 
Operating Profit   (754) (1,427) (1,497) (2,176) 
Net Interest   0 0 0 0 
Profit Before Tax (norm)     (761) (1,427) (1,497) (2,176) 
Profit Before Tax (FRS 3)     (754) (1,427) (1,497) (2,176) 
Tax   0 0 0 0 
Profit After Tax (norm)   (761) (1,427) (1,497) (2,176) 
Profit After Tax (FRS 3)   (754) (1,427) (1,497) (2,176) 
       Average Number of Shares Outstanding (m)  48.1 106.0 140.4 189.3 
EPS - normalised (c)     (1.6) (1.3) (1.1) (1.1) 
EPS - normalised and fully diluted (c)   (1.4) (1.0) (0.8) (1.1) 
EPS - (IFRS) (c)     (1.6) (1.3) (1.1) (1.1) 
Dividend per share (c)   0.0 0.0 0.0 0.0 
       Gross Margin (%)   N/A N/A N/A N/A 
EBITDA Margin (%)   N/A N/A N/A N/A 
Operating Margin (before GW and except.) (%)  N/A N/A N/A N/A 
       BALANCE SHEET       
Fixed Assets     11,389 17,677 21,367 26,935 
Intangible Assets   11,374 17,434 21,367 26,935 
Tangible Assets   0 0 0 0 
Investments/other financial assets   15 243 0 0 
Current Assets     478 1,293 1,877 14,784 
Stocks   0 0 0 0 
Debtors   196 142 0 0 
Cash   270 1,152 1,877 14,784 
Other   12 0 0 0 
Current Liabilities     (3,621) (355) (126) (184) 
Creditors   (3,621) (355) (126) (184) 
Short term borrowings   0 0 0 0 
Long Term Liabilities     0 0 0 0 
Long term borrowings   0 0 0 0 
Other long term liabilities   0 0 0 0 
Net Assets     8,245 18,615 23,118 41,535 
       CASH FLOW       
Operating Cash Flow     (666) (1,372) (1,625) (2,183) 
Net Interest    10 0 40 66 
Tax   3 5 0 0 
Capex   (3,839) (5,237) (3,690) (5,568) 
Acquisitions/disposals   0 0 0 0 
Financing   4,539 7,486 6,000 20,593 
Dividends   0 0 0 0 
Net Cash Flow   48 882 725 12,907 
Opening net debt/(cash)     (231) (270) (1,152) (1,877) 
HP finance leases initiated   0 0 0 0 
Other   (9) 0 0 0 
Closing net debt/(cash)     (270) (1,152) (1,877) (14,784) 
Source: Company accounts/Edison Investment Research 
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Contact details Revenue by geography 
Level 1 
93 The Terrace 
Wellington 
New Zealand 
+64 (0)3 525 9170  
www.rockphosphate.co.nz 

N/A 

 

CAGR metrics Profitability metrics Balance sheet metrics Sensitivities evaluation 
EPS 2011-15e N/A 
EPS 2013-15e N/A 
EBITDA 2011-15e N/A 
EBITDA 2013-15e N/A 
Sales 2011-15e N/A 
Sales 2013-15e N/A 
 

ROCE 14e N/A 
Avg ROCE 2011-15e N/A 
ROE 14e N/A 
Gross margin 14e N/A 
Operating margin 14e N/A 
Gr mgn / Op mgn 14e N/A 
 

Gearing 14e N/A 
Interest cover 14e N/A 
CA/CL 14e N/A 
Stock days 14e N/A 
Debtor days 14e N/A 
Creditor days 14e N/A 
 

Litigation/regulatory  
Pensions  
Currency  
Stock overhang  
Interest rates  
Commodity prices  
 

 

Management team  
MD: Chris Castle  
Mr Castle is a chartered accountant with more than 37 years’ experience in 
investment and corporate finance. He is also CEO of NZX listed Aorere 
Resources, a non-executive director of TSX.V listed Asian Mineral Resources 
and  a non-executive director ASX listed King Solomon Mines.  

 

 

Principal shareholders (%) 
Subsea Investments 25.5 
Boskalis Offshore  17.8 
Odyssey Marine Exploration Inc 6.5 
Mineral Investments 6.1 
Aorere Resources 3.7 
International Mining & Financing Corporation 2.3 
Trinity Portfolio 2.0 
 

 

Companies named in this report 
Aorere Resources, Asian Mineral Resources, Ravensdown, Royal Boskalis, Subsea Investments, Subsea Minerals, Trans-Tasman Resources, Widespread 
Portfolios 
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