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[1]: Based on Queensland Department of Environment and Science rehabllltatlon costmg datd spreadsheet
[2]: Abandoned Mines in Queensland: Toxic time-bomb or employment opportunity? \ ?
[3]: Fast tracking extinction: Australia’s National Environmental Law
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Australian: communitiesare at odds withhmining coinjpanies

Community Yoicas:

“That hole hurt me and my people a lot,
themine’s poisoned our river, killed our
fish and polluted our sacred country”

—_—

“The mine [has] rendered significant parts
of Mirarr country unrecognisable today”

“We saw little animals starting to die.
Then we saw people getting sicker. Then
we saw people dying
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Mine Owners & Operators?

“[Peabody’s] bankruptcy is putting a big
guestion mark around the company's
ability tocomm it to its liabilities”

“[MineCos] often underestimate the true,
full cost of rehabilitation [and]...the
standards the community are expecting”

“We see mines placed into care and
maintenance where the mining companies
can avoid paying out rehabilitation costs”

” by the Australian Conservation Foundation, [2]: ABC News, The Guardian, Greenleft.org


https://d3n8a8pro7vhmx.cloudfront.net/lockthegate/pages/3277/attachments/original/1479686278/ACF_mine_rehab_stories.pdf?1479686278

Whyisithisthappenin g2

2

- When profitable, MineCos

pay out aggressive

B . The mining industry is a cyclical

business rife with  agency issues . MineCos are
motivated to cut

Peak Cycle

O

corners and not
rehab fully (flora
& fauna)

Mining Begins

Unprofitable mines Mining Ends
MineCos delay are often abandoned
rehab when prices with insufficient O
fall to cover costs rehab funds

Rehab is often

an afterthought
for MineCos

Mid Cycle Low Cycle
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This problem is exacerbated with small MineCos, who have little experience in rehabilitation, fewer

resources, and lower reputation concerns.
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The FRAME Solution

FRAME helps restore Australian lands by:

Assuming ownership  over
rehabilitation liabilities

Implementing  concurrent
rehabilitation  starting from
day one of mine operation

Ensuring compliance  with
rehabilitation completion
standards 1!

[1]: set by the Performance Standards of the IFC
[2]: Photo source from BHP Billiton Mitsubishi Alliance’s sustainability website


https://www.mitsubishicorp.com/jp/en/csr/management/business/sustainability04.html

The FRAME Model
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Step 1: Raise funds from private investors and partners

4 INVESTO RS\

e Liaise with federal &
local agencies

e Investorsputin upfront
equity of $60m

EQUITY

o Mines needing
Liquid assets rehabilitation

Q) L



Step 2: Acquire mines and corresponding liabilities

e Select new mines
e Develop rehab process

e Contracttimeline for
transfer of liability and
cash
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Step 3: Subcontract rehabilitation and facilitate monitoring

Dewater

Fill & Reshape Land
Drain & Develop
Topsoil & Reseed

Remove infrastructure
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Step 4: Completion assessment and land reclamation

e Work with government

compliance officers L 5— REHABILITATION
e Assessrehabilitation 5: COMPLETION
performance against ; q - ASSESSMENT

Mining Operation Plan
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Step 5: Investors receive returns from cost savings

4 INVESTO RS\

e Dividends paid out
annually !

EQUITY

Liquid assets Mines needing

rehabilitation 1 )
Q) WL ® {M

[1]: Dependent on each mine’s remaining liability schedule



Why is FRAME better than current solutions?

Early partnership  with
mining companies to
contract payments and
define rehabilitation
process

—

Onsite FRAME
supervisor at each mine
will monitor operations
and help minimize
footprint

—

Diversification of
portfolio will reduce
exposure to cyclicality,
default risk, and overall
rehabilitation cost

~—

Economies of scale will
further reduce costs as a
percent of total
rehabilitation liability

—




Overview of Cash Flows

Cash Inflows Cash Outflows

returned to investors

—

. FRAME -
— LY Equity and cost savings
. - $100M

Mine rehabilitation
fund of $600M
acquired from >
mining companies !

— Rehabilitation cost
paid to contractors

[1]: Queensland Government's Mining financial assurance calculator — ESR/2015/1824 (XLS, 3.7MB)


https://www.business.qld.gov.au/running-business/environment/licences-permits/rehabilitation/security-deposit

Financial Returns & Cash Flows to Investors

. 60
Fund Profile s !
: 40 5
Fund Size USD $60M 20 !
10 ' i L

10 years management - —. . :Y | v ” Vs Y. n

Time Horizon with 5 year drawdown & (10) I 3 & g Y7 ? 10
2 years extension option

(20)

L0

m Principal

Cash flow to investors ($m

Base-case CF (10) (z20) (30) - - 24, 29 23 17 8 60
Base IRR 17%
Base Cash-on-Cash 11.2X
Upside CF (10) (z20) (30) - 56 57 52 43 34 20 60
Upside IRR £4,2%

Upside Cash-on-Cash 32.2X




Investment Criteria & Example

Investment Criteria

Average mine size of 800 - 1,200 ha

MineCos with  full rehabilitation
included in mining operation plan

MineCos with fully funded

rehabilitation liabilities including
the 15% capital buffer  as required by
Australian regulation

MineCos must agree to engage with
accredited contractors

Sample Target: Acland Coal Mine

Muldu 4%
[

Pit C

e 800ha/ 4 pits + 1 tailing dam
e Rehab. liability fully funded with buffer



Execution Timeline

Government approval
Investor roadshows

e ——

Dewatering
Excavation & Filling

Bulk reshaping

Topsoiling & Seeding - Continued monitoring

Infrastructure Removal

Mines 4,5, 6



Horizontal scaling

/ Other mineral mines ++

BRICs ~ 4,000+ mines

Developed Mining Nations
Canada ~ 67 mines
South Africa ~ 64 mines

Australla ~ 400+ mines

/.

FRAME has scaling potential

Vertical scaling

Post mine closure land investment

Former mine site converted to luxury
hotel (Shanghai, China)



Environmental Benefits

Benefits & Impacts

Revegetation with local flora
and restoration of fauna

Decrease number of
abandoned mines

Investor Benefits

IRR of 17% over 10 years

Future investment opportunities in
rehabilitated land

Social Benefits

Realign incentives for land
rehabilitation

Job security post - mine closure

Mining Co’s Benefits

Free up balance sheet for
primary business activities

Increase ROA



Due Diligence

Risk Factor Mitigation Strategy

e  Highlight job creation potential

Government approval ,
° Demonstrate benefits over current processes

e  Monitor rehabilitation costs from day one

Cost overruns o o _
e  Set contracts to limit exposure to spikes in variable costs

° Diversify mine types and geographical locations

High leverage e  20% distribution waterfall cushion on top of 15% buffer required
by government

e  Onsite monitoring by FRAME supervisor

Moral hazard o e .
e  Contract provisions for periodic review

Change in regulation e  Partnership with government entities
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Priya Parrish , Managing Partner at Impact Engine

Guillaume Bonnel , Head of Impact Investing at Lombard Odier Investment Managers

Sébastien Gaudu , Energy & Infrastructure Partner at Orrick

Gabriel Santelices , Senior Consultant at MatrixConsulting, focus on Latin American mining projects

Matrix

Consulting

7 S o6
LOMBARD ODIER

LOMBARD ODIER DARIER HENTSCH

Z IMPACT ENGINE

Wk







Appendix



Sources

Regulation
Queensland Government’s Mining financial assurance calculator — ESR/2015/1824
http://www.dmp.wa.gov.au/

https://www.business.qld.gov.au/industries/mining-energy- water/resources

Environmental Issues

Fast tracking extinction: Australia’s National Environmental Law

Mineral Council of Australia, Mine rehabilitation in the Australian minerals industry , (2016)
https://cosmosmagazine.com/

https://www.abc.net.au/news/

https://www.theguardian.com/

https://ensia.com/features/australia- mine-rehabilitation/
https://www.greenleft.org.au/content/companies-shirking-rehabilitation- mines

Mining Companies Contracting and costs
http://www.newhopegroup.com.au/ Naom i Sinclair, Cost benefit analysis of dozer and
http://www.yancoal.com.au/ excavator technigues, University of Queensland (2016)
http://www.aqgcltd.com/ https://www.payscale.com/

https://www.bhp.com/ https://www.rentalyard.com/
https://stanmorecoal.com.au/ https://www.holtcat.com/
https://terracomresources.com/ http://www.emnrd.state.nm.us/
http://www.tigersrealmcoal.com/ https://www.racg.com.au
http://www.whitehavencoal.com.au/ https://www.sojitzcoalmining.com/

https://www.mitsubishicorp.com/jp/



https://cosmosmagazine.com/geoscience/australia-s-rehabilitation-of-abandoned-mines-offers-lessons-for-the-world
https://www.abc.net.au/news/2017-05-24/adani-carmichael-mine-rehab-finance-assurance-at-least-$1.5b/8554018
https://www.theguardian.com/australia-news/2019/feb/14/nsw-accounting-trick-lets-miners-dodge-appropriate-rehabilitation-costs
https://ensia.com/features/australia-mine-rehabilitation/
https://www.greenleft.org.au/content/companies-shirking-rehabilitation-mines
http://www.newhopegroup.com.au/
http://www.yancoal.com.au/
http://www.aqcltd.com/
https://www.bhp.com/
https://stanmorecoal.com.au/
https://terracomresources.com/
http://www.tigersrealmcoal.com/
http://www.whitehavencoal.com.au/
https://www.mitsubishicorp.com/jp/en/csr/management/business/sustainability04.html
http://www.dmp.wa.gov.au/Environment/Mining-Rehabilitation-Fund-MRF-4906.aspx
https://www.business.qld.gov.au/industries/mining-energy-water/resources
https://www.payscale.com/
https://www.rentalyard.com/
https://www.holtcat.com/
http://www.emnrd.state.nm.us/
https://www.racq.com.au
https://www.sojitzcoalmining.com/

Lui Miyake Pavlina Plasilova Tiffany Ho Andy Yan
Sojitz Corporation, Ernst & Young, S&P Ratings, Credit Suisse,
TARAD.com Lootok, Salesforce Boston Consulting Analysis Group
Group



Assessment of Rehabilitation Completion Criteria for Mine Closure Evaluation

Recolonisation by key fauna /
nutrient cyeling / Community
structure and function /
Economically sustainabla land
capability and Agricultural
suitability clazssas /
Optimal economic usage
of land usa demains

Texture / Structure / Overburden /
Topsoils / Soil Chemistry
/n situ soils / Ameliorants

Contaminated materials /
Removal of infrastructure /
Define infrastructure to
be retained

N
3

%,
T

Ecosystem and Landuse
Sustainability

Eousmn and Landuse
blishment

Growing Media Development

Landform Establishment

Decommissing

Define Sustainable
End Land Use

Reproductive cycling of
flora / Recolonisation by
macroinvertabrates /
Past animal and weed spacias
management and control
/ Habitat augmantation /
Establishment of Flora /
Relevant land capability
and Agricultural suitability £
Econemically Feasible /
Align to LEP / Optimal carrying
capacity / Stocking rate

Gradient / Drainage
/Slope / Aspect

Source: https://www.researchgate.net/figure/Rehabilitation- Phases- with- Post- Mining- Land- Use- Goal- Native- plant- ecosystem- DTI- 2013 figl 280628151



https://www.researchgate.net/figure/Rehabilitation-Phases-with-Post-Mining-Land-Use-Goal-Native-plant-ecosystem-DTI-2013_fig1_280628151
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