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Re-negotiation of Convertible Notes
Highlights
e Poseidon has completed a re-negotiation of its convertible notes

e Convertible note has been reduced by 50% to US$17.5m (from US$35m
previously)

e Term of the notes have been extended by 42 months from March 2017 to
September 2020

e Conversion price has been set at 9c per share (previously 33c) which
represent a 70% premium to the current share price

e Interest rate has been maintained at 5% per annum to be paid in cash or
shares at Poseidon’s election

e New convertible notes have no material impact on dilution for Shareholders
over the 5 year term

e Convertible notes remain unsecured and do not prevent the Company
assuming additional secured project debt

¢ New notes will be subject to approval by Shareholders

Poseidon Nickel Limited (ASX:POS or the Company) is pleased to announce that it has
secured an agreement to reduce the face value of its convertible notes by 50% to
US$17.5m and to extend the term of the notes to just under 5 years.

The convertible notes were originally issued in two tranches for a total face value of
US$35m as an investment in Poseidon made in June 2008 & March 2011. The notes were
used to finance the development of the Company’s assets, most notably resulting in the
updated resource at Mt Windarra and the discovery and drill out of the Cerberus nickel
deposit.

The notes were bought from the original issuer by the current holder in November 2012.
The original notes, subject to shareholder approval, are to be terminated by the parties and
replaced by a single new convertible note with substantially the same terms but modified as
follows:

e The new note will have a face value of US$17.5m which is repayable in cash on 30
September 2020. The note holder can convert in whole or in part to shares at 9
cents at any time during the term of the notes. The conversion price represents a
70% premium to the Poseidon share price at closing on 3 November 2015
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e The new note has a term of 4 years and 11 months to September 2020

e The interest coupon is 5% of the outstanding note amount of US$17.5m payable
guarterly in arrears in stock or cash at Poseidon’s election

o The convertible notes are unsecured against the assets of the company and contain
no negative pledges which limit, in any way, the ability of Poseidon to fund through
debt or equity, any of its current or future projects

The net effect of the new note is to reduce the outstanding potential debt of the Company
by 50% and to delay that repayment point by nearly another 5 years. In addition, Poseidon
believes that the new notes will have no material real impact on equity dilution for current
shareholders. This is because, in the event of conversion the additional potential dilution
represented by the lower conversion price of $0.09 is offset by the 50% lower face value
and actual interest payment of the new notes over those being cancelled. Over the 5 year
term, the level of additional dilution of the new note is approximately 1% of the projected
share capital of the Company, compared to the existing notes if they were extended to the
same maturity date (assuming current economics).

David Singleton, Managing Director & CEO said, “We are delighted to have re-negotiated
Poseidon’s convertible notes on such favourable terms. We are clearly in the low point of
the commodity cycle and over the term of the notes fully expect that nickel prices will
recover and that the Company can commence nickel sulphide production as planned.
Under those conditions, and given the equity conversion price of the new notes, we would
expect them to convert to equity and thereby eliminate the potential debt component. When
these new notes were originally issued, we stated that the terms were class leading and this
renegotiation continues that position in our opinion. Investors can now be clear that we
have substantial head room and time to successfully and sequentially fund our projects as
the market improves.

We have 5 separate nickel projects on 3 sites, the second largest nickel sulphide
processing capacity in Australia and one of the largest JORC defined nickel sulphide
inventories. The multiple and well defined projects give us a clear growth route with no risk
of processing uncertainty given our in-house concentrator capacity. We require modest
levels of restart capital at our well-known and thereby low risk brownfield projects and will
be able to restart the initial projects within a few months of commodity pricing improving.”

The issue of the new notes and cancellation of the existing notes will need to be approved
by Poseidon’s shareholders on or before 31 January 2016. Poseidon will provide an
Independent Experts Report and call a General Meeting of Shareholders to seek this
approval.
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