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Item 8.01 Other Events.

 
Convertible Notes Offering
 
On October 23, 2024, TeraWulf Inc. (the “Company”) issued a press release announcing the upsize and pricing of its private offering of $425.0 million aggregate

principal amount of its 2.75% Convertible Senior Notes due 2030 (the “Offering”). The notes will only be sold to persons reasonably believed to be qualified institutional
buyers pursuant to Rule 144A under the Securities Act of 1933, as amended. The Company also granted to the initial purchasers of the notes an option to purchase, within a 13-
day period beginning on, and including, the date on which the notes are first issued, up to an additional $75.0 million aggregate principal amount of the notes. The offering is
expected to close on October 25, 2024, subject to satisfaction of customary closing conditions.

 
The Company estimates that the net proceeds of the offering will be approximately $414.9 million (or approximately $488.1 million if the initial purchasers exercise in

full their option to purchase additional notes), after deducting the initial purchasers’ discounts and commissions but before estimated offering expenses payable by the Company.
The Company intends to use approximately $51.0 million of the net proceeds from the sale of the notes to pay the cost of certain capped call transactions, approximately $115.0
million to repurchase shares of its common stock and the remainder for general corporate purposes, which may include working capital, strategic acquisitions, expansion of
data center infrastructure to support high-performance computing activities and expansion of existing assets.

 
A copy of the press release announcing the pricing of the offering is filed as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by reference.
 
The information included in this Current Report on Form 8-K is neither an offer to sell nor a solicitation of an offer to buy any securities.
 
Risk Factors
 
In connection with the Offering, the Company disclosed updated risk factors attached hereto as Exhibit 99.2 and incorporated herein by reference.

 
Cautionary Note Regarding Forward-Looking Statements

 
Statements in this Current Report on Form 8-K about future expectations, plans, and prospects, as well as any other statements regarding matters that are not historical



facts, may constitute “forward-looking statements” within the meaning of The Private Securities Litigation Reform Act of 1995. These statements include, but are not limited
to, statements relating to the completion, size and timing of the offering, the anticipated use of any proceeds from the offering, and the terms of the notes. The words
“anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “should,” “target,” “will,” “would,” and similar
expressions are intended to identify forward-looking statements, although not all forward-looking statements contain these identifying words. Actual results may differ
materially from those indicated by such forward-looking statements as a result of various important factors, including uncertainties related to market conditions and the
completion of the offering on the anticipated terms or at all, the other factors discussed in the “Risk Factors” section of TeraWulf’s Annual Report on Form 10-K filed with the
U.S. Securities and Exchange Commission (the “SEC”) on March 20, 2024, the “Risk Factors” section of TeraWulf’s Quarterly Reports on Form 10-Q and the risks described in
other filings that TeraWulf may make from time to time with the SEC. Any forward-looking statements contained in this Current Report on Form 8-K speak only as of the date
hereof, and TeraWulf specifically disclaims any obligation to update any forward-looking statement, whether as a result of new information, future events, or otherwise, except
to the extent required by applicable law.

 
Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

Exhibit
No.

 
Description

99.1  Press release, dated October 24, 2024, announcing the pricing of the offering.
99.2  Risk Factors
104  Cover Page Interactive Data File (embedded within the Inline XBRL document).
 
 
 

   

 

 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto

duly authorized. 
 
Date: October 24, 2024 TERAWULF, INC.  
     
 By: /s/ Patrick A. Fleury  
 Name: Patrick A. Fleury  
 Title: Chief Financial Officer  
 
 
 
 

   

 



EXHIBIT 99.1
 
 

TeraWulf Inc. Announces Upsize and Pricing of $425 Million Convertible Notes Offering

EASTON, Md. – October 24, 2024  – TeraWulf Inc. (Nasdaq: WULF) (“TeraWulf” or the “Company”), a leading owner and operator of vertically integrated, next-
generation digital infrastructure powered by predominantly zero-carbon energy, today announced the upsize and pricing of its offering of $425 million aggregate
principal amount of 2.75% Convertible Senior Notes due 2030 (the “Convertible Notes”). The Convertible Notes will be sold in a private offering to persons
reasonably believed to be qualified institutional buyers in reliance on Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”).

Key Elements of the Transaction:

· $425 million 2.75% Convertible Senior Notes offering (32.50% conversion premium)
· Capped call transactions entered into in connection with the 2.75% Convertible Senior Notes due 2030 with an initial cap price of $12.80 per share of

common stock, which represents a 100% premium to the closing sale price of TeraWulf’s common stock on October 23, 2024
· Concurrent repurchase of approximately $115 million of common stock

 
TeraWulf has granted the initial purchasers of the Convertible Notes a 13-day option to purchase up to an additional $75 million aggregate principal amount of
the Convertible Notes. The offering is expected to close on October 25, 2024, subject to satisfaction of customary closing conditions. 

Use of Proceeds:

The Company anticipates that the aggregate net proceeds from the offering will be approximately $414.9 million (or approximately $488.1 million if the initial
purchasers exercise in full their option to purchase additional notes), after deducting the initial purchasers’ discounts and commissions payable by
TeraWulf. The Company intends to use approximately $51 million of the net proceeds from the offering to pay the cost of the capped call transactions (as
described below), $115 million to repurchase shares of the Company’s common stock (the “common stock”), and the remainder for general corporate purposes,
which may include working capital, strategic acquisitions, expansion of data center infrastructure to support HPC activities and expansion of existing assets.

Additional Details of the Convertible Notes:

The Convertible Notes will be senior unsecured obligations of the Company and will accrue interest at a rate of 2.75% per annum, payable semi-annually in
arrears on May 1 and November 1 of each year, beginning on May 1, 2025. The Convertible Notes will mature on February 1, 2030, unless earlier repurchased,
redeemed or converted in accordance with their terms. Prior to November 1, 2029, the Convertible Notes will be convertible only upon satisfaction of certain
conditions and during certain periods, and thereafter, the Convertible Notes will be convertible at any time until the close of business on the second scheduled
trading day immediately preceding the maturity date.

 

 

The Convertible Notes will be convertible into cash in respect of the aggregate principal amount of the Convertible Notes to be converted and cash, shares of
the common stock or a combination of cash and shares of the common stock, at the Company’s election, in respect of the remainder, if any, of the Company’s
conversion obligation in excess of the aggregate principal amount of the Convertible Notes being converted. The conversion rate will initially be 117.9245
shares of common stock per $1,000 principal amount of Convertible Notes (equivalent to an initial conversion price of approximately $8.48 per share of the
common stock). The initial conversion price of the Convertible Notes represents a premium of approximately 32.50% to the $6.40 closing price per share of the
common stock on The Nasdaq Capital Market on October 23, 2024. The conversion rate will be subject to adjustment in certain circumstances. In addition, upon
conversion in connection with certain corporate events or a notice of redemption, the Company will increase the conversion rate.

The Company may not redeem the Convertible Notes prior to November 6, 2027. The Company may redeem for cash all or any portion of the Convertible
Notes, at its option, on or after November 6, 2027, if the last reported sale price of the common stock has been at least 130% of the conversion price then in
effect for at least 20 trading days (whether or not consecutive) during any 30 consecutive trading day period (including the last trading day of such period)
ending on, and including, the trading day immediately preceding the date on which the Company provides notice of redemption to holders at a redemption price
equal to 100% of the principal amount of the Convertible Notes to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date.

Holders of the Convertible Notes will have the right to require the Company to repurchase all or a portion of their Convertible Notes upon the occurrence of a
fundamental change (as defined in the indenture governing the Convertible Notes) at a cash repurchase price of 100% of their principal amount plus any
accrued and unpaid interest, if any, to, but excluding the applicable repurchase date. 

Capped Call Transactions:

In connection with the pricing of the Convertible Notes, the Company entered into privately negotiated capped call transactions with certain financial institutions
(the “option counterparties”). The cap price of the capped call transactions will initially be $12.80 per share of common stock, which represents a premium of
100% over the last reported sale price of the common stock of $6.40 per share on The Nasdaq Capital Market on October 23, 2024 and will be subject to
customary anti-dilution adjustments. If the initial purchasers of the Convertible Notes exercise their option to purchase additional Convertible Notes, the
Company expects to use a portion of the net proceeds from the sale of the additional Convertible Notes to enter into additional capped call transactions with the
option counterparties.

 

 

The capped call transactions are expected generally to reduce potential dilution to the common stock upon conversion of any Convertible Notes and/or offset
any cash payments the Company is required to make in excess of the principal amount of converted Convertible Notes, as the case may be, with such reduction
and/or offset subject to a cap.

In connection with establishing their initial hedges of the capped call transactions, the Company expects the option counterparties or their respective affiliates to
purchase shares of the common stock and/or enter into various derivative transactions with respect to the common stock concurrently with or shortly after the
pricing of the Convertible Notes. This activity could increase (or reduce the size of any decrease in) the market price of the common stock or the Convertible
Notes at that time. In addition, the option counterparties or their respective affiliates may modify their hedge positions by entering into or unwinding various
derivatives with respect to the common stock and/or purchasing or selling shares of the common stock or other securities of the Company in secondary market
transactions following the pricing of the Convertible Notes and prior to the maturity of the Convertible Notes (and are likely to do so on each exercise date for
the capped call transactions or following any termination of any portion of the capped call transactions in connection with any repurchase, redemption or early
conversion of the Convertible Notes). This activity could also cause or avoid an increase or decrease in the market price of the common stock or the Convertible
Notes, which could affect holders of the Convertible Notes’ ability to convert the Convertible Notes and, to the extent the activity occurs following conversion of



the Convertible Notes or during any observation period related to a conversion of the Convertible Notes, it could affect the amount and value of the
consideration that holders of the Convertible Notes will receive upon conversion of such Convertible Notes.

Share Repurchases:

The Company entered into transactions to repurchase approximately 17.97 million shares of the common stock for an aggregate purchase price of
approximately $115 million from purchasers of the Convertible Notes in privately negotiated transactions effected concurrently with the pricing of the Convertible
Notes, and the purchase price per share of the common stock repurchased in such transactions will equal the $6.40 closing price per share of the common
stock on The Nasdaq Capital Market on October 23, 2024.

The Convertible Notes and any shares of common stock issuable upon conversion of the Convertible Notes, if any, have not been registered under the
Securities Act, securities laws of any other jurisdiction, and the Convertibles Notes and such shares of common stock may not be offered or sold in the United
States absent registration or an applicable exemption from registration under the Securities Act and any applicable state securities laws. The Convertible Notes
will be offered only to persons reasonably believed to be qualified institutional buyers under Rule 144A under the Securities Act.

 

 

This press release shall not constitute an offer to sell, or a solicitation of an offer to buy the Convertible Notes, nor shall there be any sale of the Convertible
Notes or common stock in any state or jurisdiction in which such an offer, solicitation or sale would be unlawful prior to registration or qualification under the
securities laws of any such state or jurisdiction.

About TeraWulf

TeraWulf develops, owns, and operates environmentally sustainable, next-generation data center infrastructure in the United States, specifically designed for
Bitcoin mining and high-performance computing. Led by a team of seasoned energy entrepreneurs, the Company owns and operates the Lake Mariner facility
situated on the expansive site of a now retired coal plant in Western New York. Currently, TeraWulf generates revenue primarily through Bitcoin mining,
leveraging predominantly zero-carbon energy sources, including nuclear and hydroelectric power. Committed to environmental, social, and governance (ESG)
principles that align with its business objectives, TeraWulf aims to deliver industry-leading economics in mining and data center operations at an industrial scale.

 

 

Forward-Looking Statements

This press release contains forward-looking statements within the meaning of the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995,
as amended. Such forward-looking statements include statements concerning anticipated future events and expectations that are not historical facts, such as
statements concerning the terms of the notes and the capped call transactions, the completion, timing and size of the offering of the notes and the capped call
transactions, and the anticipated use of proceeds from the offering (including the proposed share repurchases). All statements, other than statements of
historical fact, are statements that could be deemed forward-looking statements. In addition, forward-looking statements are typically identified by words such as
“plan,” “believe,” “goal,” “target,” “aim,” “expect,” “anticipate,” “intend,” “outlook,” “estimate,” “forecast,” “project,” “continue,” “could,” “may,” “might,” “possible,”
“potential,” “predict,” “should,” “would” and other similar words and expressions, although the absence of these words or expressions does not mean that a
statement is not forward-looking. Forward-looking statements are based on the current expectations and beliefs of TeraWulf’s management and are inherently
subject to a number of factors, risks, uncertainties and assumptions and their potential effects. There can be no assurance that future developments will be
those that have been anticipated. Actual results may vary materially from those expressed or implied by forward-looking statements based on a number of
factors, risks, uncertainties and assumptions, including, among others: (1) conditions in the cryptocurrency mining industry, including fluctuation in the market
pricing of bitcoin and other cryptocurrencies, and the economics of cryptocurrency mining, including as to variables or factors affecting the cost, efficiency and
profitability of cryptocurrency mining; (2) competition among the various providers of cryptocurrency mining services; (3) changes in applicable laws, regulations
and/or permits affecting TeraWulf’s operations or the industries in which it operates, including regulation regarding power generation, cryptocurrency usage
and/or cryptocurrency mining, and/or regulation regarding safety, health, environmental and other matters, which could require significant expenditures; (4) the
ability to implement certain business objectives and to timely and cost-effectively execute integrated projects; (5) failure to obtain adequate financing on a timely
basis and/or on acceptable terms with regard to growth strategies or operations; (6) loss of public confidence in bitcoin or other cryptocurrencies and the
potential for cryptocurrency market manipulation; (7) adverse geopolitical or economic conditions, including a high inflationary environment; (8) the potential of
cybercrime, money-laundering, malware infections and phishing and/or loss and interference as a result of equipment malfunction or break-down, physical
disaster, data security breach, computer malfunction or sabotage (and the costs associated with any of the foregoing); (9) the availability, delivery schedule and
cost of equipment necessary to maintain and grow the business and operations of TeraWulf, including mining equipment and infrastructure equipment meeting
the technical or other specifications required to achieve its growth strategy; (10) employment workforce factors, including the loss of key employees; (11)
litigation relating to TeraWulf and/or its business; and (12) other risks and uncertainties detailed from time to time in the Company’s filings with the Securities
and Exchange Commission (“SEC”). Potential investors, stockholders and other readers are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date on which they were made. TeraWulf does not assume any obligation to publicly update any forward-looking
statement after it was made, whether as a result of new information, future events or otherwise, except as required by law or regulation. Investors are referred to
the full discussion of risks and uncertainties associated with forward-looking statements and the discussion of risk factors contained in the Company’s filings
with the SEC, which are available at www.sec.gov.

Investors:
Investors@terawulf.com

Media:
media@terawulf.com

 



EXHIBIT 99.2
 
 

Risks Related to Owning Our Common Stock

The notes may adversely affect the market price of our common stock.

The market price of our common stock is likely to be influenced by the notes. For example, the market price of our common stock could become more volatile and
could be depressed by investors’ anticipation of the potential resale in the market of a substantial number of additional shares of our common stock received upon conversion of
the notes, and by hedging or arbitrage trading activity that may develop involving the notes and our common stock.

Exercise or conversion of warrants and other convertible securities, along with new issuances of our common stock, will dilute the percentage of ownership of our
stockholders, including noteholders who have received shares of our common stock upon conversion of their notes.

We have issued warrants and other convertible securities to purchase shares of our common stock to our officers, directors and certain stockholders. In the future, we
may conduct offerings of our common stock or grant additional options, warrants and convertible securities. The exercise, conversion or exchange of options, warrants or
convertible securities, including for other securities, will dilute the percentage ownership of our stockholders, including noteholders who have received shares of our common
stock upon conversion of their notes, and could negatively impact the trading prices of the notes. The dilutive effect of the exercise or conversion of these securities may
adversely affect our ability to obtain additional capital. The holders of these securities may be expected to exercise or convert such options, warrants and convertible securities
at a time when our common stock is trading at a price higher than the exercise or conversion price of the securities. In addition, we may in the future exchange outstanding
securities for other securities on terms that are dilutive to the securities held by other noteholders not participating in such exchange.

Our stockholders have experienced dilution through the issuance of our common stock under our at-the-market programs, and in the event we sell additional shares of
our common stock under an at-the-market offering program, our stockholders will continue to experience dilution.

Reports published by securities or industry analysts and credit rating agencies, including projections in those reports that exceed our actual results, could adversely affect
our share price and trading volume.

Securities or industry analysts and credit rating agencies publish their own quarterly projections regarding our operating results. These projections may vary widely
from one another and may not accurately predict the results we actually achieve. Our share price would likely decline if we fail to meet any such projections or expectations.
Similarly, if one or more of the securities or industry analysts who cover us change their recommendations regarding our common stock or publish inaccurate or unfavorable
research about our business, our share price could decline. If one or more of these securities or industry analysts cease coverage of us or fail to publish reports on us regularly,
our share price or trading volume could decline.

Our board of directors can issue, without approval of the holders of our common stock, preferred stock with voting and conversion rights that could adversely affect the
voting power of the holders of our common stock.

Our board of directors can issue, without approval of the holders of our common stock, preferred stock with voting and conversion rights that could adversely affect
the voting power of the holders of our common stock, including loss of voting control to others. Such issuance could have the effect of decreasing the market price of our
common stock.

 

 

The trading price of shares of our common stock has been subject to volatility.

The trading price of our common stock has been, and is likely to continue to be, volatile, and may be influenced by various factors including the risks, uncertainties
and factors described in our Annual Report and our other filings with the SEC, as well as factors beyond our control or of which we may be unaware. If these risks happen and
our business and results of operation suffer as a result, the market price of our securities may decline, which could have a material adverse effect on an investment in our
securities.

Bitcoin is subject to price volatility resulting from financial instability, poor business practices, fraudulent activities of players in the market, and other factors outside
of our control. Such factors may cause a decline in the price of bitcoin, which may affect the trading price of our shares of common stock. We have issued, and may continue to
issue, new shares of our common stock, which has a dilutive effect.

We have, primarily, financed our strategic growth through our at-the-market (ATM offerings and issuances of our common stock.

Our ATM offerings allow us to raise capital as needed by tapping into the existing trading market for our shares by selling newly issued shares into the market
depending on prevailing market prices. Our efforts to raise capital is for the purpose of executing on development plans and strategic growth opportunities as they arise;
however, holders of our common stock may experience dilution as a result of our sales of newly issued shares of our common stock in such ATM offerings.

We previously identified material weaknesses in our internal control over financial reporting and may identify additional material weaknesses in the future or otherwise
fail to maintain an effective system of internal controls, any of which may result in material misstatements of our financial statements or cause us to fail to meet our
periodic reporting obligations.

We are required to comply with certain provisions of Section 404 of the Sarbanes-Oxley Act. Section 404 requires that we document and test our internal control over
financial reporting and issue management’s assessment of our internal control over financial reporting. Management assessed the effectiveness of our internal control over
financial reporting as of December 31, 2023. In making this assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control – Integrated Framework. A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis.
Based on our assessment, as of December 31, 2023, we concluded that our internal control over financial reporting contained no material weaknesses. To remediate previously
identified material weaknesses related to the Company’s review controls around classification within the consolidated statements of cash flows, our management has
implemented measures designed to ensure that control deficiencies contributing to the material weakness are timely remediated, such that these controls are designed,
implemented and operating effectively.

 2

 

We believe that our actions remediated our previously identified material weaknesses. If we fail to comply with the requirements of Section 404 of the Sarbanes-Oxley
Act, the accuracy and timeliness of the filing of our annual and quarterly reports may be materially adversely affected and could cause investors to lose confidence in our



reported financial information, which could have a negative effect on the trading price of our common stock. In addition, a material weakness in the effectiveness of our internal
control over financial reporting could result in an increased chance of fraud and the loss of assets, reduce our ability to obtain financing and require additional expenditures to
comply with these requirements, each of which could have a material adverse effect on our business, results of operations and financial condition.

We are and may continue to be subject to short selling strategies.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed from a third party with the intention of buying identical securities
back at a later date to return to the lender. The short seller hopes to profit from a decline in the value of the securities between the sale of the borrowed securities and the
purchase of the replacement shares, as the short seller expects to pay less in that purchase than it received in the sale. As it is therefore in the short seller’s best interests for the
price of the stock to decline, may short sellers publish, or arrange for the publication of, negative opinions regarding the relevant issuer and its business prospects to create
negative market momentum and generate profits for themselves after selling a stock short. These short attacks have, in the past, led to selling of shares in the market.

We are, and may in the future may be, the subject of unfavorable allegations made by short sellers. For example, in August and October of this year, short sellers
published reports that contained certain allegations against us that we believe to be misleading.

Any such allegations may be followed by periods of instability in the market price of our shares of common stock and negative publicity. We may be constrained in
the manner in which we can proceed against the relevant short seller by principles of freedom of speech, applicable federal or state law or issues of commercial confidentiality.
In addition, any related inquiry or formal investigation from a governmental organization or other regulatory body, including any inquiry from the SEC or the U.S. Department
of Justice, could result in a material diversion of our management’s time and could have a material adverse effect on our business and results of operations. Such a situation
could be costly and time-consuming and could distract our management from operating our business. We recently received an inquiry from the SEC relating to the allegations
in the recent short seller reports relating to the sources of electricity used in our operations and the proportion of energy attributable to zero-carbon energy sources and, while we
believe those allegations to be misleading, we cannot predict the impact that the SEC’s inquiry will have on our business and results of operations.  SEC investigations are
generally fact-finding inquiries and do not necessarily mean that the SEC has concluded that we have violated the federal securities laws or that the SEC has a negative view of
the Company.  We intend to cooperate fully.  Even if such allegations are ultimately proven to be groundless, allegations against us could adversely impact our business, and
cause downward pressure and increased volatility in the price of our shares of common stock.
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