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25 November 2019 
 
 
 
Dear Shareholders, 
 
The Share Placement and Share Purchase Plan announcement to the ASX on 21 November 2019 contained details on the 
funds raised from Sorbie Bornholm.  To provide further detail around some of the terms and conditions of this capital raising, 
please refer below for a series of frequently asked questions and the answers. 
 

1. Are there any escrow restrictions around the shares issued to Sorbie? 
 

Answer: The shares issued to Sorbie are currently registered in the name of an Escrow Agent, and will remain so until 
all settlement conditions of the Subscription Agreement and Sharing Transaction have been satisfied.  When these 
conditions have been satisfied, which is imminent, the shares will be transferred by the Escrow Agent to Sorbie and 
the shares will be unrestricted and will rank pari passu with Kogi’s other listed ordinary shares on issue. 
 

2. Is Sorbie entitled to vote its shares at the AGM?   
 

Answer: Legal advice received has confirmed that the registered holder of the shares can vote at the AGM.  The 
Escrow Agent (and not Sorbie) is the registered holder of the shares at present, and they have not submitted a proxy 
form and are not expected to vote at the AGM.  

 
3. Has the Company executed all agreements with Sorbie? 

 
Answer: Yes. 

 
4. Has the Company received the sum of $2,000,000 from Sorbie? 

 
Answer: The funds are currently in the process of being transferred to Kogi, and this is expected imminently.  In the 
meantime, the shares issued to Sorbie will remain in escrow until the funds are received and all other relevant 
settlement terms have been satisfied. Once escrow is released, Kogi will receive $300,000 with the balance of the 
placement proceeds of $1,700,000 posted as collateral on the Sharing Transaction. 
 

5. When does the Company receive the balance of the funds from Sorbie? 
 

Answer: After a two-month grace period, Sorbie is obliged to release to Kogi a monthly amount equal to 1/18th of the 
$1,700,000 posted as collateral over the ensuing 18-month period (ie. $94,444 per month).  The total amount received 
each month may be more or less than $94,444, with further details of this calculation provided below. 
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6. Does Sorbie receive all of the Kogi shares prior to making full payment? 
 

Answer: No.  Sorbie will make full payment of $2,000,000 to the Escrow Agent and satisfy its settlement obligations 
(including the payment to Kogi of the initial $300,000 lump sum) prior to taking title to the Kogi shares. $1,700,000 will 
remain with the Escrow Agent as collateral on the Sharing Agreement.  In accordance with the terms and conditions of 
the Share Subscription Agreement and Sharing Transaction, Sorbie receives all of the shares up front (after the 
shares are released from Escrow) and has an obligation to release the collateral to Kogi on a deferred basis over the 
ensuing 18 months. 

 
6. Is there any right of termination to the Sharing Transaction?  

 
Answer: If Sorbie meets its obligations under the respective agreement, Kogi does not have any termination rights. 
 

7. How does the Sharing Transaction work and how are the future monthly payments by Sorbie to Kogi calculated? 
 
Answer: Kogi shares in the economic benefit/loss on 37,735,848 of the shares issued to Sorbie.  This is broken down 
into 18 monthly amounts of 2,096,436 shares each.  The difference between Kogi’s VWAP in the 20 trading days prior 
to the monthly payment date and the benchmark share price of 5.3 cents is multiplied by 2,096,436 shares to 
determine the upside/downside adjustment to the base monthly payment.  For example, if the VWAP is 6.3 cents, the 
difference between the VWAP and the benchmark price is 1 cent.  1 cent multiplied by 2,096,436 shares = $20,964.  
So, in this example, the standard monthly payment owing to Kogi (ie. $94,444) is increased by $20,964 to arrive at an 
adjusted payment for that month of $115,408.   
The structure of this agreement with Sorbie is designed to benefit shareholders if the share price goes up and 
conversely, it will be to their detriment if the share price goes down.  
 

8. Will the number of shares issued to Sorbie change? 
 

Answer: No.   
 

9. Is Sorbie likely to sell its Kogi shares in the short term? 
 

Answer: This is a matter for Sorbie to decide, but given they are obliged to pay more cash to Kogi if the Kogi share 
price goes higher, they may elect to hedge their position and continue to hold sufficient Kogi shares to cover this risk. 

 
10. Why was Sorbie chosen as a counterparty to provide financing? 

 
Lanstead provided a very similar style of funding to Kogi in 2014 and that funding arrangement was successful for the 
Company.  Sorbie shares the same co-founder as Lanstead, so Kogi is familiar with the product offered by Sorbie. 

 
11. Do the directors consider that the Sorbie fundraising will satisfy any of the Performance Rights milestones?   

 
Answer: No, as the net amount to be released under the Sorbie agreements in the period ending 6 months after the 
issue of Performance Rights is not expected to be $2m. 
 

12. What happens if there is a takeover bid? 
 

a) Is the Agreement terminated? 
Answer: No 
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b) Is the Balance of the agreement accelerated? 
Answer: No 

c) Is there no change – i.e. agreement continues and bidder takes on the future effects? 
Answer: Sorbie may at its option delay payment until the takeover bid is over. In the event of a successful bid 
the agreement is accelerated and settled out at the bid price and the bidder receives this final settlement. 

d) At which price – takeover price? Or 20-day VWAP prior to bid – or date bid closes – or …? 
Answer: 20-day VWAP immediately prior to payment occurring and will also depend on whether Sorbie 
exercises its option to delay payment (see c) above) 
 

13. What happens if monies are owing by Sorbie to Kogi and Sorbie fails to pay? 
 
Answer: Kogi has security in the form of a $1,700,000 government bond deposited by Sorbie with an Escrow Agent.  
In the event that Sorbie defaults on making payment of monies owing to Kogi, funds will be released by the Escrow 
Agent to make good the amounts owing by Sorbie.  Once the Escrow is disbursed then Kogi will be an unsecured 
creditor of Sorbie. 
 

14. What happens if monies are owing by Sorbie to Kogi and Sorbie fails to pay, and there is inadequate security held by 
the Escrow Agent to make good the monies owing to Kogi? 

 
Answer: Kogi will have recourse against Sorbie, but will not be able to cancel the shares previously issued to Sorbie.  
In the event Sorbie goes into liquidation and the funds held by the Escrow Agent are not sufficient to cover the 
amounts owing to Kogi, then Kogi will be an unsecured creditor of Sorbie.   

 
15. How is the 20-day VWAP calculated if Kogi is delisted or suspended? 

   
Answer: If Kogi is delisted or suspended for over 15 trading days in a row or 30 days in total during the next 18 
months, then Sorbie can terminate and then use the close out mechanism in the Sharing Transaction confirmation 
clause to calculate the close out amounts owing. 
 

If there are any further questions, please contact the Company on 9200 3456 or by email at info@kogiiron.com 
 


