
Listing to put lead in Valence Industries' pencil
IPO watch
Sally Rose

When Valence Industries, formerly
Strategic Graphite, debuts' on the
Australian Securities Exchange on
Monday, it will be the first company to
make an initial public offering in 2014.

Shares will begin trading at the offer
price of 20a each. On listing, the graph-
ite miner will have an approximate
market capitalisation of $29.8 million.

The company, which hoped to raise
a maximum of $10 million, has secured
$6.7 million in a share placement and
rights issue.

"We are very happy to have
surpassed the minimum subscription
of $6.5 million, providing enough capi-
tal to bring operations back online. Any
additional money raised in the
IPO would have gone towards looking
for other projects," Valence Industries
chief executive Chris Darbysaid.

The Adelaide -based company plans
to restart its Uley graphite mine near
Port Lincoln in the lower Eyre Penin-
sula region in South Australia in early
2014, with the first shipment of graphite
expected before the end of March.

Listed South Australian graphite
explorers include Monax Mining,
Archer Exploration, Lincoln Minerals,
and Lithex Resources.

When production at Uley ceased in
1993, it was the last operating graphite

mine in Australia. It has been under
active care and maintenance since.

When production resumes, it will
once again be the only graphite mine
operating in the country.

The capital raised in the IPO will
fund phase one of the project to turn on
the old processing plant.

The first seven to eight months of
operations will be spent processing an
existing stockpile at the site, with a tar-
get of producing 7500 tonnes of fin-
ished product in the first nine months.

An additional $34 million will be
needed to finance phase two'of the Uley
project building a new processing facil-
ity and recommencing mining, both
scheduled for the second half of 2014.

Mr Darby is hopeful about achieving
funding for the second phase of the
project without diluting the stock of
IPO investors.

"We have already received expres-
sions of interest out of Singapore and
the UK from offtake finance partners to
a total value of about $30 million and
I am confident the balance will be able
to be funded through a combination of
cash flow and debt," he said.

The company expects to ramp up
production to between 50,000 and
60,000 tonnes a year from 2015.

Industrial grade graphite is used in

steel making, refractories, foundries
and as an industrial lubricant. Higher
grades of graphite are used in batteries,
computer cells and energy storage cells.

"It is planned that seven different
graphite products will be refined and
packaged at the new processing plant
for end uses ranging from lead pencils
to top -end batteries," Mr Darby said.

Graphite grades are determined by
flake size, with coarser flakes more
valuable. Valence Industries expects to
be able to sell its product for prices
ranging from $US890 to
$US2500 a tonne, with an average price
of about $U51400 a tonne.

Mr Darby said the time is ripe to
recommence mining graphite in
Australia because of global demand for
a supply source outside China.

"China, which produces 70 per cent
of the world's graphite, has been
constraining supply because it wants to
retain product for domestic uses,"
he said.

Former parent company Strategic
Energy Resources divested the
company in April 2012. -

Shareholders voted to change the
company's name from Strategic Graph-
ite to Valence Industries in November.
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Global demand is reviving local graphite mining this year. PHOTO: BLOOMBERG
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