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Uralkali is the world's largest potash producer.

A sinkhole has been found near Uralkali's Solikamsk-2 potash mine in Russia's Perm region,
which suspended work a day ago after a water inflow, driving the company's shares down for
a second day.

It was not clear how seriously the mine at Solikamsk-2, which accounts for a fifth of the
company's capacity, would be affected. A water inflow and resulting sinkhole in 2006 shut
another Uralkali mine in the same region permanently.

The world's largest potash producer suspended Solikamsk-2 mine work on Tuesday after
high levels of brine inflow were detected.

The sinkhole, stretching 20 by 30 meters, was found 3.5 kilometers east of the mine, the
regional emergency situations ministry said on Wednesday. It is located on an abandoned
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mine and does not pose a threat to people who live in Solikamsk town.

Officials and the company plan to ask members of the St. Petersburg Geology Institute
to investigate the reason for the brine inflow and its relation to the sinkhole, the ministry
added.

Uralkali declined to comment on how long the mine may be offline. The Solikamsk-2 plant
has an annual capacity of 2.3 million tons of potash, a crop nutrient. Its other facilities,
including a processing plant, are operating as normal.

"We estimate that up to 24 percent of the company's capacity might be affected, with another
20 percent of capacity in geographical proximity to the flooded mine," Renaissance Capital
said in a note.

Flooding is a common problem for the potash industry. Two of Uralkali's Berezniki mines,
also in the Perm region, have been hit since 1984.

It is unclear whether the situation at Solikamsk could be as serious as Uralkali's Berezniki-1
site, when in 2006 a mine was fully flooded within 10 days, Renaissance Capital said.

A brine inflow at Berezniki-1 created a wide sinkhole above the mine in 2006.

Under the current worst-case scenario, Uralkali could lose up to 30 percent of its 2015 net
profit, Renaissance Capital said. However, it says that by stabilizing brine inflows even
at accelerated levels, Uralkali could deal with the situation effectively.

Uralkali shares were down nearly 6 percent at 0818 GMT, extending losses of 9 percent
the previous day and under performing a 0.1 percent rise on the Moscow index.
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