Minutes of the Second Meeting of the Creditors of
Queensland Nickel Pty. Ltd. (Administrators Appointed)
ACN 009 842 068 (“the Company”)

Held at The Ville Resort-Casino, Sir Leslie Thiess Drive, Townsville, Queensland 4810
on Friday 22 April 2016 at 11:00 AM

INTRODUCTION John Park welcomed creditors to the second meeting of creditors of the
Company, convened pursuant to Section 439A of the Corporations Act
2001 (Cth) (“the Act"), as a result of a resolution by the Director of the
Company to appoint John Park, Kelly-Anne Trenfield, Stefan Dopking and
Quentin Olde as Voluntary Administrators on 18 January 2016.

AGENDA John Park referred to the agenda items to be discussed at the meeting.

HOUSEKEEPING John Park requested creditors to turn mobile phones off and noted
where the nearest emergency exits were located.

John Park advised that there was to be no audio recording, video
recording or photos taken during the meeting.

John Park confirmed that as was the protocol in the first meeting of
creditors, a designated time for questions to be heard following the
presentation by the Administrators of the Company.

MEDIA John Park noted the media were present at this creditors meeting and
advised the meeting they were permitted to be present under the
following conditions:

e That creditors do not raise objections to having media present;

e Journalists are not permitted to ask any questions during the
meeting;

e There is to be no filming, no photography and no recording of the
meeting (notes are permitted); and

e Journalists must remain in a designated area at the rear of the
room and must avoid causing disruption during the course of the
meeting.

John Park asked the meeting if there were any objections to the media
being present at the meeting. No objections were made.

WHO WE ARE John Park confirmed Kelly-Anne Trenfield, Stefan Dopking, Quentin Olde
and himself were appointed as the Joint and Several Administrators of
QN by a resolution of the Director on 18 January 2016.

John Park further noted to the meeting Quentin Olde and himself were
also appointed as Voluntary Administrators of Palmer Aviation Pty Ltd, a
related company to Queensland Nickel Pty Ltd on 18 January 2016.

The Administrators are Senior Managing Directors in the Corporate
Finance and Restructuring practice of FTI Consulting.

The Administrators are Chartered Accountants and members of the
Australian Restructuring Insolvency and Turnaround Association.




The Administrators are Registered and Official Liquidators with ASIC and
the Supreme and Federal Courts.

KEY DATES John Park noted the following key dates in the Administration to date:
18 January 2016 Appointment of John Park, Kelly-Anne Trenfield,
Stefan Dopking and Quentin Olde as Voluntary
Administrators of QN
29 January 2016 First Meeting of Creditors
15 April 2016 End of convening period (extended via an application
to Supreme Court of Queensland)
11 April 2016 s439A Report issued by the Administrators to
creditors
22 April 2016 Second Meeting of Creditors
CHAIRPERSON John Park confirmed that as one of the Joint and Several Administrators
of the Company, he would chair the meeting pursuant to Regulation
5.6.17(1) of the Corporations Regulations 2001.
ATTENDANCE REGISTER The Chairperson noted Link Market Services had facilitated the
registration of creditors and proxies for the attendance register.
A copy of the Attendance Register and Observers Register is *attached.
PURPOSE OF MEETING The Chairperson advised this was the Second Meeting of Creditors
pursuant to Section 439A of the Corporations Act 2001.
The function of the meeting is to determine three (3) matters, namely:
1. To determine whether:
a) The Company be wound up; or
b) That the Administration end;
2. If the Company is wound up, determine whether a Committee of
Inspection be formed and if so, who forms the Committee; and
3. To determine the Administrators’ remuneration for the period
28 March 2016 to 22 April 2016.
ENTITLEMENT TO VOTE The Chairperson noted a creditor cannot vote in respect of a debt which

is:-

o Unliquidated;

o contingent; or

o whose value had not been ascertained unless a just
estimate of its value had been made. (Regulation 5.6.23(2)).

The Chairperson advised the meeting that creditors holding security over
the assets of the Company could vote without surrendering their
security.
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ADJUDICATION ON PROOFS
OF DEBT

The Chairperson noted for the purpose of the meeting, all Proofs of Debt |
received would be admitted for voting for their nominated amounts.

Further, the Chairperson confirmed and reserved his right to admit or
reject a Proof of Debt for the purposes of voting. (Regulation 5.6.26(1)).

QUORUM

Pursuant to Corporations Regulation 5.6.16 the Chairperson deciared
that a quorum was in attendance.

NOTICE CONVENING THE
MEETING

TIME AND PLACE OF
MEETING

The Chairperson declared the Joint and Several Administrators convened
the meeting by giving written notice of the meeting to the Company's
Creditors at least five (5) business days before the meeting and causing
notice of the meeting to be published on ASIC's Insolvency Notices
Website.

The Chairperson noted the meeting of creditors was being held at a time
and place convenient to the majority in number of creditors pursuant to
Corporations Regulation 5.6.14.

Copies of the following documents were tabled and the Chairperson noted
an inspection would be available to any creditor:

i. The Report to Creditors pursuant to Section 439A of the
Corporations Act 2001 dated 11 April 2016, which was posted to
all known creditors on same date.

ii. Notice of Meeting dated 11 April 2016, which accompanied the
above Report to Creditors.

iii. A copy of the Notice of Meeting which was published on the ASIC

Insolvency Notices website on 11 April 2016.

VOTING

The Chairperson advised voting will be conducted “on the voices”

A resolution requires a majority in number of creditors present (personally
or by proxy) at the meeting and entitled to vote (Corporations Regulation
5.6.21). In the event the votes appear marginal, an official count will be
undertaken.

A poll may be demanded by two or more persons who are present in
person or by proxy and entitied to vote, or persons representing not less
than 10% of voting rights of all persons entitled to vote at the meeting
(Corporations Regulation 5.6.19). A resolution by a poll will be carried on
the majority in number and value of the creditors.

The Chairperson may exercise a “casting vote” if no result is reached for
or against a resolution (regulation 5.6.21).

Should the Chairperson choose to exercise a "casting vote", the decision
is subject to review by the Court upon application of a creditor (Section
600B and Section 600C).

A resolution passed with the assistance of votes of related parties may
also be subject to review by the Court on application of a creditor
pursuant to Section 600A of the Act.




ADMINISTRATORS’
REPORT

S439A

The Chairperson drew creditors attention to the PowerPoint presentation
which referred to the ongoing conduct of the Administration and
summarised the matters disclosed in the Report to Creditors dated 11
April 2016. A copy of the presentation is annexed herein.

ADMINISTRATORS’
REPORT (continued)

S439A

Trading

The Chairperson highlighted the difficulties experienced in trading the
business, particularly the limited cash available upon appointment to
secure critical supplies, and the maintenance issues that had been left
unattended by the Company. Both issues increased the cost of
production of nickel ore, and decreased the recovery of the product of
nickel ore.

The Chairperson noted sourcing nickel ore for processing was made
difficult due to the following reasons:-
e The absence of ongoing supply contracts;
e Several trade suppliers demanded payments for outstanding
invoices before supply would resume;
e Wet weather in the Philippines which affected the quality and
availability of ore; and
e The expiry of a marine insurance policy prior to the appointment
of the Administrators which delayed delivery until the
Administrators obtained a new policy.

Upon appointment, the Administrators identified a cashflow deficiency of
circa $10m by February/ March 2016, which resulted in a number of
unsuccessful attempts to secure funding from related entities and the
government, on certain terms.

Operational Manager

The Chairperson noted the Company was the Operational Manager of
the Yabulu Refinery with QNI Resources Pty Ltd (“QNI Resources”) and
QNI Metals Pty Ltd (“QNI Metals”) as the owners of the land and plant
and equipment. This was the Joint Venture.

The Chairperson confirmed on 7 March 2016 the Administrators were
replaced effective 3 March 2016 as Operational Manager of the Joint
Venture by Queensland Nickel Sales Pty Ltd (“QNS”).

The replacement of the Company as Operational Manager caused the
following:-

e Major suppliers refused to deal with QNS until trading terms
could be agreed,

e The Company could no longer employ staff as it was no longer in
operational control of the refinery;

e QNS indicated it would re-employ staff of the Company, however
this did not occur, and ultimately lead to the termination of the
balance of staff being employed by the Company.

QNI Resources and QNI Metals froze the administration bank accounts
which frustrated the Administrators ability to make payments to
employees and trade suppliers for liabilities incurred during the
voluntary administration period.




Sale of Real Estate

The Chairperson confirmed the Administrators were provided with
authorisation to realise a cattle property held by QNI Metals known as
“Mamelon”, Marlborough, (“the Property”) to assist with funding
operational cost of the Company.

The Property has five (5) mining interests registered over the property,
three (3) of which are held by related entities to the Company, including
Fairway Coal Pty Ltd (“Fairway") and Styx Coal Pty Ltd (“Styx").

The Chairperson noted the marketing for the sale of the Property
commenced on 22 February 2016 and an auction was held on 18
March 2016. An hour before the auction, the Administrators were
advised that Conduct and Compensation Agreements (CCA's) had been
executed for the mining interests held by Fairway and Styx.

The CCA’'s were not favourable to the land owner and reduced the
market value of the Property. The auction was postponed to 23 March
2016 at which time the Property was passed in, having not met the
reserve price.

The Administrators continue to negotiate to have the CCA’s removed.
Sale of Equipment

As indicated at the First Meeting of Creditors, we have been looking to
what we could do to realise surplus assets to assist in funding.

The purpose of the Voluntary Administration was to source funding to
continue to trade, and to look at the option to restructure of the
business through a Deed of Company Arrangement (DOCA). For that to
occur, the Administrators required funding from asset sales or a party to
provide a funding solution to ensure we could keep the doors open,

The Administrators have soid, through GraysOnline, surplus equipment
to fund operational costs. The net proceeds of the asset sales were
$3.3M, which went towards the discharge of employee wages and
supplier payments.

Corporate Structure

The Chairperson referred to an illustration of the corporate structure of
the Company, including QNI Resources and QNI Metals on an 80/20
split, as the ultimate owners of the land and the plant and equipment at
the refinery. The Chairperson noted the joint venture owners are the
parties which removed the Company as Operational Manager of the
Joint Venture by way of a resolution and replaced it with QNS, of which
Clive Mensink is the director.

The Chairperson noted QNS are undertaking basic works in respect to
some environmental compliance and there have been a few staff re-
engaged to do some basic works at the refinery.




Investigations

The Chairperson referred to the Report to Creditors and noted the
Administrators' investigations to date have identified significant material
voidable transactions available to a Liquidator under the Corporations
Act 2001 (Cth).

The Chairperson noted, should the Company be placed into Liquidation,
the following transactions could be pursue by a Liquidator:

Director Related Transactions/Uncommercial Transactions

Following a review of the transactions of the Company, which required a
review of the source documents, email correspondences and accounting
records, and conducting a forensic analysis, the Administrators have
identified the following courses of action available to a Liquidator:

e Pursue recovery of the Company’'s transactions in favour of
related entities in the vicinity of $224m;

e Pursue recovery of the Company’s Loan Forgiveness in favour of
related entities; or

e Pursue interests in assets transferred from the Company without
fair consideration.

Recoveries will be unknown, and litigation is anticipated. There are also
risks and defences. The allegation, which we do not support, is that QN
acted only in its capacity as Operational Manager for the Joint Venture
Owners. Our legal advice which differs to the position above, however it
will only be determined once this is litigated.

Preferential payments to creditors

The Chairperson advised what a preference was and the defences
available to a creditor, in particular the good faith defence.

The Chairperson noted majority of the creditors would likely be able to
rely on the defence they received payments in good faith, having regard
for the size of the organisation and with the individual behind it (Clive
Palmer), they would not have expected the Company to have been
insolvent at the time of receiving the payments.

The Administrators must firstly determine the date of insolvency to
pursue any relevant creditors, and for those creditors to raise any
relevant defences.

Insolvent Trading

The Chairperson advised the meeting the date of insolvency of the
Company had been identified as 27 November 2015 or before. The
Chairperson noted this date is disputed by Mr Palmer, and again, this
matter will likely need to be litigated and proved. A claim for insolvent
trading means there is a personal liability for directors and shadow-
directors for debts incurred past this date. As noted in the Report to
Creditors, the Administrators are of the view Mr Clive Palmer is a de
facto or shadow director.




The Chairperson advised the defences available against an insolvent
trading claim:

(i) the directors took all reasonable steps; and

(i) there was an expectation funding would become available.

The Chairperson noted an insolvent trading claim against the director or
shadow director would involve a public examination.

The Administrators’ preliminary finding is insolvent trading is an action
available to a Liguidator which should be pursued.

Breach of Director Duties

The Chairperson noted a report to Australian Securities and Investments
Commission (ASIC) pursuant to Section 438D of the Act had only
recently been completed and provided to ASIC. The report outlines our
findings and any offences committed. ASIC will determine whether any
further actions will be taken by them, separate to the Liquidators.

The Administrators will continue to work with ASIC in regard to any
information or evidence they may require.

The Chairperson noted a key issue is the determination of a de facto/
shadow director, and the defence raised that Clive Palmer was acting in
the capacity of the Joint Venture Operating Committee. The
Administrators do not accept this as a valid defence.

Waratah Coal & China First Securities

The Chairperson noted there continue to be securities held over the
Company by Waratah Coal Pty Ltd (“Waratah Coal”) and China First Pty
Ltd (“China First”). It is the opinion of our legal advisors the securities,
which were taken out four (4) days prior to our appointment as
Administrators, were not for commercial consideration. Subject to
finding a funding solution, it is our immediate intention to make an
application to Court to set aside the securities.

The Chairperson noted if the application to set aside the securities was
not successful, the assets of the Company would be captured by the
security interests and subject to the priorities which sit in the
Liquidation. It is important to have these set aside as quickly as
possible.

Employee Entitlements

The Chairperson tabled a calculation of the employee entitiements
noting the total entittements owing to former employees were
approximately $73.9M.

The Chairperson noted in a liquidation scenario, our calculations
suggest approximately $68M would be claimable under the Fair
Entittements Guarantee (FEG) Scheme, with the balance of claims
forming a priority claim in the Liquidation.

The Chairperson noted 237 positions were made redundant on 15
January 2016. Further, upon the replacement of the Company as
Operational Manager of the refinery, QNS had represented to the
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Administrators it would make terms of offer on the same conditions to
the remaining 550 staff, and later altered their decision. The
Administrators, who were no longer operating the refinery and had no
income, were not in the position to continue to employ the staff and
were forced to terminate the balance of the staff on 11 March 2016.

The Chairperson discussed the entitiements that were claimable under
FEG, highlighting FEG does not cover superannuation and the salary
caps that are in place.

The Chairperson noted the Administrators provided FEG with details of
the potential employee entitlements in February 2016. To expedite the
process of FEG distributions, the Administrators wrote to the
Department of Employment on 11 March 2016 to request the Minister
to exercise discretion to permit early access to the FEG scheme to
employees. The Chairperson noted that resulted in an announcement on
15 April 2016 to accelerate access to FEG.

The Chairperson confirmed verification data for all 790 terminated
employees had been provided to FEG on 13 April 2016 ahead of an
anticipated liquidation to maximise FEG's ability to efficiently process
claims.

The Chairperson further noted the Administrators have assisted FEG by
sending letters to employees regarding FEG forums, and they continue
to work with FEG to assist with payment of the employee claims as soon
as possible.

Injunction Application

The Chairperson confirmed an injunction application was filed on 15
April 2016 against the Company by QN! Resources, QNI Metals and QNS
against the Administrators and the Company. This lead to a freeze being
placed upon bank accounts which prevented the Administrators from
being able to pay liabilities incurred in the Voluntary Administration.

The matter was heard on 20 April 2016 with Justice Burns reserving his
decision. It is likely that the decision will be handed down in the coming
week.

The Chairperson read out the following statement to the meeting:

On Wednesday, the Administrators and QN appeared before the
Brisbane Supreme Court to oppose an application by QNI Resources Pty
Ltd and QNI Metals Pty Ltd for orders preventing the Administrators from
selling their assets to cover the liabilities of QN. They also sought to
prevent the Administrators from dealing with QN's bank accounts and
issuing further call notices under the Joint Venture Agreement. To date,
3 call notices have issued to the JV parties for claims exceeding $200m
in total. Employee liabilities in excess of $73m form part of those claims.

During the hearing Clive Mensink was cross examined extensively. The
cross-examination included Mr Mensink's attitude to the payment of the
outstanding liabilities of QN including to employees.
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QN and the Administrators' legal representatives argued strongly that
the Administrators should not be prevented from taking steps including
selling the assets of QNI Resources Pty Ltd and QNI Metals Pty Ltd in
order to satisfy QN's liabilities incurred during the Voluntary
Administration period.

Justice Burns has reserved his decision in the matter and we
understand he will not hand down his judgment until early next week.
Accordingly, it is not appropriate to make any further comment on this
issue.

Special Purpose Liquidator Application

The Chairperson briefed the meeting on what a Special Purpose
Liguidator (“SPL") was, its purpose and function, and the powers to have
a SPL appointed.

The Chairperson requested Stefan Dopking to address further matters
regarding the application for a SPL.

Stefan Dopking noted FEG appointed PPB Advisory as an advisor to
assist the Department of Employment in respect to the Administration of
ON, and the Administrators have been liaising with these parties since
the commencement of the appointment, and have provided FEG with
the employee entitlement calculations. FEG have aiso been invited to
participate in meetings of the Committee of Creditors to obtain further
information and updates in relation to the Administration.

Stefan Dopking noted the circumstances leading up to the
announcement by FEG of its intentions to appoint a SPL.

At this stage, the exact role the SPL may undertake was unclear. Stefan
Dopking noted the Administrators expect to meet with the legal
representatives for the Department of Employment in Sydney in the
week following the meeting to further discuss the potential appointment.

Stefan Dopking noted that in instances that a SPL is appointed, there
may exist a duplication of work with regard to pursuing parties which
may also be pursued by an appointed Liquidator. At this point in time the
Administrators are not convinced that a SPL is required and that further
discussion would need to be held with the Department of Employment
and their legal representatives.

Stefan Dopking advised the Court ultimately will decide whether the
appointment of an SPL is appropriate, but the Court will take into
consideration the wishes of creditors and the committee of creditors in
making this decision.

The Department of Employment's legal representatives have advised
they believe the Administrators are conflicted in pursuing some of the
parties identified in the Report to Creditors. Stefan noted the
Administrators disagree with the assertion but this will be discussed at
an upcoming meeting with the Department and their legal
representatives.
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—
Stefan read out a statement provided by the Department of Employment

which was as follows:
Statementy

As many-ofyou will be-aware, nowthatthe Company-has been placed-into fiquidation, the
Commanweslth - Govemment-will- be approaching the FedemiCourt of-Australia foran-orderappointing
Stephen Parbery, the-Chaiman of PPB-Advisory and two of his pastners as the SpecialPumose
Liquidetors of the-Company.~A-SpeciaiPumase Liquidatorwil-be-appainted by the Court-where it-is
just-andequitabile farafl-the creditors thatsuch an sppaintmentbe made ||

The Commanwealth Govemmentpresently anticipates thatthe Application 4o appoint-SpeciaiPumose
liquidatars wil be filed in the Caurt-shorty-and-it-will be-asking forthe matterto-be-heam- in Brisbane -
it-should be stressed-thatthis-matteris in the handsofthe Court'as to-when the Court-may-be
availableto hearthis-appiication.{

It 5 -envisaged thatthe-appaintmentwifl havea-namow focus ~Mr Park-and-his-panners-wil mmain-as
liquidators to vanductthe Company's-liquidation more-generallyand Mr Parbery and his partners:
anticipate thatthey wil- be working- ckisely-with-Mr*Park-and his-partnersto-ensune a-maximum:
recovery-forthe eraditars of the Campany.q

The Cammonwealth Govemment-asks that-anyone who has anobjection-to-its application-ar-wishes-to
be-heard at-that-application, cantact:David -Cowling at King and Wood Mallesons, Sydney 1

1

King-: &-Wood-Maliesans -on-behalf-of- the-De partment- of Employmentf

The Chairperson noted the Administrators’ objective is to achieve an
outcome that is in the best interests of the creditors of QN. The
Administrators have had concerns surrounding the inadequate
consultation on the proposal and the merits of the appointment of a
SPL. The Chairperson noted creditors have raised issues in regards to
the costs, source of reimbursement, the purpose of a SPL given the
number of existing appointees and the work undertaken by those
appointees to date. The Administrators will ensure further details are
provided by the Commonwealth to answer creditor queries.

The Chairperson noted the Administrators would need to discuss further
the proposal for a SPL to ascertain if it was in the best interests of
creditors as a whole. Should the proposal of the appointment of an SPL
be beneficial to creditors, the Chairperson noted that the application
would be supported by them as the existing appointees.

The Chairperson noted that if the Administrators felt a SPL was not in
the interests of the creditors, they are not in a position to attend Court
and oppose the application; that it is for the judge to decide. The
Chairperson noted creditors can be heard at the application for the
appointment of a SPL.

QUESTIONS and ANSWERS

The Chairperson now opened the Meeting to those in attendance to raise
any Questions or Comments.

The Chairperson advised anyone wanting to ask a question must raise
their hand, obtain a microphone from a FTI Consulting staff member and
before talking, stand up, clearly advise of their name and the party they
are representing for minute taking purposes.
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1. Rupert Newell - Member of the Committee of Creditors

Rupert Newell noted that in common with the opinions of the Committee
of Creditors (COC), he objects to the appointment of a SPL. The COC
discussed the matter at length at the most recent COC meeting the merits
and detriments of a SPL, the lack of consultation and unclarified role or
purpose of a SPL. There is further concern as to who would pay for the
costs of a SPL (general body of creditors?). If the SPL to incur significant
costs and effectively in duplication of work, it would have an impact on
the funds available to pay debts to trade creditors. The COC were
interested in passing a resolution today to object to the appointment of a
SPL, however we had decided not to, to give the Commonwealth an
opportunity to address today's meeting. Despite this invitation, Mr Newelil
noted the Commonwealth and Department of Employment were not in
attendance at the meeting.

Rupert Newell noted he wanted to move a motion on the following
resolution:

“The creditors object to the Federal Government’s application for the
appointment of a Special Purpose Liquidators of the Company on the
grounds that:

(1) the Government has denied the request of the Committee of
Creditors to consult with creditors on the merits of the appointment
of a Special Purpose Liquidators; and

(2) the creditors have been provided with no information as to how the
additional costs resuiting from the appointment of a Special Purpose
Liguidators will be funded.

The creditors further resolve that this objection and the grounds thereof
be placed before the Federal Court of Australia.”

The Chairperson noted he can take the resolution to the meeting to
consider by way of a vote or a show of hands, and it will be recorded in the
minutes of today’s meeting. However, the resolution will not prevent the
Commonwealth from filing the application, but it will be presented to the
Court to represent the views of both the Committee of Creditors and
creditors as a whole, for the Court to consider, at its discretion. The
Chairperson noted any creditor can be heard at the application, and the
Court will consider the views of the Creditors, and in particular, the
Committee of Creditors.

The Chairperson further noted should the Administrators receive the
further information prior to filing of the application, the Administrators
intend to share this information with the Committee of Inspection, to
assist their decision in either supporting or objecting to the application.

Doug Dunstan seconded the motion.

Aris Zafiriou as proxy for the Deputy Commissioner of Taxation noted that
in his opinion the resolution is premature. Firstly, in regards to the costs
of the Liquidation, there are no likely additional costs. There are presently
no funds in the appointment to conduct investigations. Mr Zafiriou
suggested the more appropriate course of action is to have a discussion
with the Commonwealth to discuss the scope of the SPL and then put
forward a resolution to creditors.
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Mr Zafiriou further noted, in the absence of any relevant information in
regards to the SPL, a resolution cannot be put forward. A SPL is to
perform a series of tasks which may involve simply in relying upon the
work done by the Administrators and not necessarily cause a duplication
of work. A SPL can be appointed to carry out a specific task, and relieve
the general administration to be liquidated.

The Chairperson noted that a resolution can be put forward by any
creditor, and the comments made by proxy for the Deputy Commissioner
of Taxation will be noted for the minutes.

The Chairperson further noted in response that there has to be an
element of duplication of work to arrive at the same level of
understanding of particular transactions as obtained in the forensic
investigations carried out to date. The Chairperson noted that the
Administrators would not oppose the appointment of a SPL and confirmed
that if a SPL was appointed, then the Administrators would supply them
with whatever information was required to perform their duties as SPL.

The Chairperson moved the above resolution by show of hands.

The Chairperson noted the same number of creditors appear to be in
support of the above resolution as are opposed, and a poll for this
resolution would not be performed at this stage given the above
comments.

2. Tanya Strixner-Harvey - Former Employee

Was the shutdown of the plant actually performed? Concerns were raised
over whether radioactive material has now been stored in a safe mode at
the refinery, and if other shutdown procedures carried out.

The Chairperson noted the operational control was taken from the
Administrators and the Company on 7 March 2016. QNS is onsite and is
the operator. Although it is not currently operating the business, it is in
possession of the land and assets. The Chairperson has confirmed with
the Department of Environment (DEHP) some work is being carried out on
site and the DEHP have made a number of visits to the refinery since 7
March 2016. Since 7 March 2016, the Administrators have not been
involved in the operation of the site, and is unable to provide any specific
comments.

3. Alan Parks - Former Employee

Alan Parks requested the Chairperson to make a statement that FTI
Consulting was not encumbered in any way from carrying out the
Liquidation, or have any conflict of interest.

The Chairperson confirmed there was no conflict of interest. As disclosed
in the DIRRI, FTI Consulting carries securities over QNI Metals and QNI
Resources to secure the trade-on liabilities and remuneration expenses
from 18 January 2016 up to this meeting of creditors.

Mr Parks requested the Chairperson to provide further clarification.

The Chairperson noted the securities have been in place since 18 January
2016. The Administrators have recourse to the assets of the Company,
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QNI Metals and QNI Resources to discharge the liabilities incurred in the
conduct of the Administration. An application was filed by QNI Metals and
QNI Resources to injunct the Administrators from appointing a Receiver
under the securities. The Chairperson confirmed the Administrators did
not have an intention to appoint a Receiver, and were looking to realise
sufficient assets to meet payment of the trade-on liabilities, which would
then provide a release of the securities once those liabilities had been
paid.

Alan queried what would happen if the injunction was granted.

The Chairperson advised the matter would go to trial, but the prospects of
this occurring would be remote, given the matter as it was heard,
including the cross examination and the Court’'s commentary at the
hearing.

Mr Parks noted the intentions of the Commonwealth appears to be they
want to demonstrate they have done everything possible to maximise the
effectiveness of the liquidation, the investigations and any action against
the officers of the Company, and hence their actions to apply to appoint a
SPL. Alan Parks asked if there is an alternate course of actions to satisfy
their aims.

The Chairperson advised FEG have announced they are prepared to
appoint a SPL and run those actions. The Administrators have received a
large amount of interest from stakeholders (in addition to the Department
of Employment), including trade creditors and external litigation funders
with respect to funding the courses of action.

The Chairperson noted, at the time the Administrators issued the report to
creditors, it was expected the Company would be placed into Liquidation
on 22 April 2016, and following that, the Liquidators would liaise with FEG
and other funders to outline the various suite of actions, the best course
of action, and look to them to provide a funding solution. The
Administrators would then take the proposals to the COI to approve any
funding agreements.

The Chairperson noted the Department of Employment is not the only
funding option however at the moment, there needs to be a conclusion on
the application for the appointment of a SPL.

4. Aris Zafiriou as Proxy for the Deputy Commissioner of Taxation

Aris Zafiriou queried, in terms of the debt forgiveness, what were the
reasons listed in the Company recards for this forgiveness e.g. unable to
pay the debts or were there any resolutions passed in regards to the debt
forgiveness?

The Chairperson noted the debt forgiveness, from recollection of
approximately $189M, has been a course of action in place for a
number of years, based on the independent advice of a large accounting
firm. The Administrators are unable to find any reason or understanding
why funds were discharged out to related parties, and then that debt
forgiven. The Administrators consider the debt forgiveness to be
voidable transactions.
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Mr Zafiriou queried whether the monies loaned, that were later forgiven,
were provided from an operating surplus.

The Chairperson confirmed these transactions came from the operating
bank account, some of which were documented with journal entries but
otherwise it was cash funds simply taken straight out.

Mr Zafiriou suggested, in terms of cash funds straight from the
operating account, there is a possibility of Division 7A applying to those
forgiven loans and a course of action available.

The Chairperson noted that potentially it could apply and noted that the
Deputy Commissioner of Taxation would likely be interested by this.

5. Bill Anderson - Former Employee and Committee Member

Bill Anderson queried whether the actions available to the Deputy
Commissioner of Taxation to pursue the loans forgiveness would affect
the priority of payments for the unsecured trade creditor pool.

The Chairperson advised the course of action to pursue the loan
forgiveness is an action available to the liquidator to pursue. The
Deputy Commissioner of Taxation will have its own separate potential
recourse in regards to any Division 7A issues. It will not have any direct
impact on the Liquidation process.

6. Pat Nolan - Former Employee

Pat Nolan questioned why employees are unable to obtain one (1) PAYG
Summary for the entire financial year. Mr Nolan noted employees were
likely to suffer confusion when lodging tax returns, given they may
receive up to three (3) PAYG summaries, being one (1) for the period
prior to the administration, one (1) for the period of the Voluntary
Administration and another if FEG advance money before 30 June
2016.

Kelly-Anne Trenfield noted the Administrators are unable to sign the pre-
appointment PAYG Summaries, however the Administrators will make
the figures available separately. Further, the Administrators need to
distinguish between the Administration period and Liquidation period is
for ATO record keeping purposes. The Administrators will be in two (2)
different reporting roles and will need to reconcile the Group Tax paid for
each of those periods. Unfortunately there is a need to distribute the
different PAYG Summaries for tax purposes.

Kelly-Anne Trenfield further advised the Administrators are compiling the
PAYG Summaries at the moment and will be distributing those as soon
as possible, and preferably all at the one time in time for the usual tax
reporting.

7. lan Wood - Former Employee
lan Wood queried if the Administrators were unsuccessful in recovering

money from QNI Metals and QNI Resources, who would fund the
Liguidation.
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The Chairperson noted the appointed liquidator, whether the general
liquidator or a SPL, is an unfunded liquidator unless you come to a
funding solution. The Commonwealth has indicated they will fund a
narrow part of those investigations by way of an SPL. There is a suite of
actions available to a Liquidator: insolvent trading, director-related
transactions, uncommercial transaction, breach of director fiduciary
duty claims. These actions will be litigated and costly, and the
Administrators have been fielding a number of queries from litigation
funders looking to provide a funding solution.

The Chairperson advised that there are a number of funding options
including ASIC, FEG and major creditors. QN is an assetless Company,
and there is a host of claims available to it, including the issued call
notices.

The Chairperson summarised the call notices in place for pre-
appointment trade liabilities and employee entitlements, both of which
have expired. The Company is now able to takes steps to produce a
statutory demand for those amounts, and should the statutory demand
expire, an application for summary judgement will be made. The
Liquidators could take steps to have QN Metals and QN Resources
either pay the money or get a liguidator appointed and the assets sold
for the benefit of the Company.

8. David Marks - Former Employee

David Marks noted the Report to Creditors mentions insolvent trading
actions are a personal liability against the director and shadow director.
David Marks queried whether recovery of the personal liability could be
utilised to fund the liquidation, noting it would be disappointing to break
up the assets of the refinery, and essentially have it unviable for any
other entity to run again.

The Chairperson noted an insolvent trading claim can be pursued
against a director or shadow director, and if an insolvent trading action
was successfully run, the funds come into the liquidation, and used to
be distributed to creditors or to fund other recovery actions. The
Liquidators would consult the Committee of Creditors to ascertain their
wishes in that regard.

The Chairperson noted that of all the recovery actions available to a
liquidator, an insolvent trading action was the most difficult to execute
successfully. Insolvency essentially needs to be proven on a day to day
basis, which can be costly. There are recovery options available that
would provide a greater benefit to creditors quickly.

9. Juliette Sperker as proxy for NSS Port Logistics Pty Ltd

Given the Company had its financial statements audited by Ernst and
Young a few months prior to it trading whilst insolvent, do the
Administrators believe there is a case to answer by the auditors?

The Chairperson noted the auditors will have an audit process. They will
have working papers, held discussions with management and
considered the methodology assumptions before they signed off on the
figures that were disclosed in the financial statements of the Company.
The Administrators are not in possession of those documents. This is a




16

matter a liquidator needs to look at, and when there is such a nexus of
sign off to commercial fall over, did the auditors do a good enough job to
check the going concern methodologies. Once again, there is a need for
a funding solution. The Liquidators would need to conduct a public
examination of the auditors and engagement staff and through that
process, obtain access to the warking papers.

If the auditors have relied on information available to them in a
competent manner then there may not be a claim, but if they have been
negligent there may be a claim against the auditors which will in turn be
a claim by the Company against an insurance policy.

10. Rhys Redenius - Former Employee

What will the return to creditors be in a liquidation scenario? What will
the return be if we pursue QN Metals and QN Resources [on the call
notices]?

The Chairperson advised the information contained in the Report to
Creditors in the optimistic scenario is an estimated return to trade
creditors of 52¢/$, and excludes potential recoveries which are too early
to determine in relation to directorrelated transactions. Further, the
estimated return in the liquidation for priority creditors is 100c/ $.

In respect to action against QNI Metals and QNI Resources, if the call
notices of $73m and $116m are unpaid, the liquidators will be in a
position to claim $190m from QNI Metals and QNI Resources under the
call notices. The Administrators accept this claim will be disputed, and
would have to take steps to have a liquidator appointed to QNI Metals
and QNI Resources (which would be an independent liquidator separate
to FTI Consulting), to undertake the winding up of those entities,
including the realisation of the physical assets namely the refinery,
property plant and equipment and the land on which the refinery sits.
The Chairperson noted that would not be an easy task given the limited
market for these type of assets and the uncertainty of the value of the
assets, which may affect the return to the Company and accordingly to
creditors of the Company.

Doug Dunstan sought to clarify that presumably the 52c¢c/$ return to
unsecured creditors would be reduced by the cost of the SPL and the
pay back of the funding to the Commonwealth.

The Chairperson noted that, whether it be a SPL or FTI Consulting as
Liquidators, either one would have funding costs, and the money has to
come from somewhere and would be a cost of the administration.
Ultimately, the key question is whether the SPL needs to be
commercially beneficial to creditors as a whole. The Chairperson
suggested the best solution would be for FEG to fund FT! Consulting
given our inherent knowledge of the file. The Department of
Employment has stated they believe the Administrators are conflicted in
pursuing some transactions and this matter will be discussed with FEG
at next week's meeting with the Administrators.

The Chairperson noted that if the Department of Employment can satisfy
the Administrators’ concerns that a SPL is the appropriate course of
action, the Administrators would be supportive of the appointment.
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11. Aris Zafiriou as Proxy for the Deputy Commissioner of Taxation

Hypothetically if a liquidator runs an action against the director or
shadow director for breach of directors duties wouldn't that lead to
damages against Clive Palmer and Clive Mensink personally under the
Corporations Act and specifically Section 1324-10, and hypothetically,
would a liquidator be able to issue the proceedings, freeze their assets
and get the compensation?

The Chairperson confirmed that, hypothetically, it might be possible.

RESOLUTIONS

WINDING UP

The Chairperson advised that there are three (3) possible outcomes for
a company that enters voluntary administration being:

e The administration ends and control of the company returns to
the director

e The company executes a Deed of Company Arrangement
(“DOCA™)

e The company is placed into liquidation

The Chairperson noted that a potential DOCA from the director Clive
Mensink failed to materialise prior to the second meeting of creditors,
no other DOCAs were provided to the Administrators and accordingly a
DOCA could not be considered at the meeting. It was the Administrators
recommendation to place the Company into Liquidation.

The Chairperson as proxy for Orix Australia Corporation Limited
proposed the following resolution:-

“That the Company be wound up”

The resolution was moved by David Marks and passed unanimously on
a show of hands.

Creditors were advised of their ability to appoint an alternate Liquidator
by way of resolution; the Chairperson confirmed that no Consents to Act
had been provided and that the Administrators appointed to the
Company would become the Liquidators following the resolution to wind
up the Company.
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ADMINISTRATION
REMUNERATION
28-MAR-16 TO
22-APR-16 (INCL.)

The Chairperson advised the meeting to date no remuneration has been
paid to the Administrators and remuneration of $2,973,771.50 for the
period 18 January 2016 to 27 March 2016 has been approved by the
Committee of Creditors at various meetings of the Committee.

The Chairperson noted in the report to creditors, the Administrators
provided an estimate of $1.5M for the period 28 March 2016 to 22
April 2016. The actual fees for the period 28 March 2016 to Tuesday,
19 April 20186, is in the vicinity of $765,000 (Excl. GST).

The Chairperson requested creditors to move a resolution with respect
to the Administrator’s remuneration for the period 28 March 2016 to 22
April 2016 (inclusive).

Douglas Dunstan proposed the following resolution:

“The remuneration of the Administrators of Queensland
Nickel Pty. Ltd. (Administrators Appointed) for the period
28 March 2016 to 22 April 2016 (inclusive) be determined
at a sum equal to the cost of time incurred by the
Administrators and the staff of FT| Consulting, calculated in
accordance with the hourly rates applicable to the grades
or classifications set out in the FT! Consulting Schedule of
Standard Rates effective 1 January 2016 to an amount not
exceeding $1,100,000 (excluding GST) and that the
Administrators be authorised to draw same.”

The resolution passed unanimously on a show of hands.

RIGHT TO APPOINT
COMMITTEE OF INSPECTION

The Chairperson noted that there would be a resolution for the
appointment of a Committee of Inspection for the liquidation.

Creditors have the right to appoint a Committee of Inspection. The
functions of a Committee of Inspection of a Company in Liquidation are
limited to:

(@) Consulting with the Liquidators about matters relating to the
Liquidation; and
(b) Receiving and considering reports by the Liquidators.

A committee cannot give directions to the Liquidators.

As and when a committee reasonably requires, the Liquidator must
report to the committee about matters relating to the Liquidation.

The Committee is required to act in the best interests of all creditors and
not in their personal capacity.

The Chairperson advised that given the size and complexities of this
particular administration, it is the Liquidators view that a committee
would be preferred. The Chairperson confirmed to creditors that the
current members of the Committee represented the wider creditor body
well and that unless there was any objection, that those creditors form
part of the Committee of Inspection for the Liquidation period.
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RESOLUTION FOR
COMMITTEE MEMEBRS

The Chairperson asked Aris Zafiriou as Proxy for the Deputy
Commissioner of Taxation (DCT) if he wished the DCT to remain on the
committee. Mr Zafiriou confirmed that the DCT did intend to remain on
the Committee, and noted it would abstain from voting on matters that
presented a conflict of interest for the DCT.

The Chairperson noted the Department of Employment had indicated
their willingness to join the Committee prior to the meeting and had
nominated Henry Carr as their representative,

The Chairperson called for any further voluntary nominations to join the
Committee. David Marks, a former employee, nominated himself to join
the Committee.

An unnamed creditor queried if the Committee members receive
remuneration for their services.

The Chairperson noted the Committee does not receive remuneration,
but would be reimbursed if they were required to outlay funds relevant
to the administration.

Committee members do not get paid for serving on the Committee and
get no other preferential treatment in terms of dealing with your claim.

The Chairperson advised that the Committee currently consisted of the
following members:

No Name Creditor
1 Douglas Dunstan Himself
2 Esther Slocombe Port of Townsville Limited

A representative from the

3 Deputy Commissioner of Deputy Commissioner of Taxation
Taxation

4 David Wright Aurizon Operations Limited

5 Tony Bligh Townsville City Council

6 Rod Hayes National Pump & Energy Pty Ltd

7 William Anderson Himself

8 Rupert Newell Himself

2 Benoit Ponis Societe Des Mines De La Tontouta

10  Ben Swan (AWU) Approx 34 employee creditors

11  Sonia Barron Water Treatment Services (AUST) Pty Ltd

Doris Graham as proxy for Gregory Graham moved the following
resolution;

“That a3 Committee of Inspection be formed consisting of the following
creditors”

No | Name Creditor
1 | Douglas Dunstan Himself
2 | Esther Slocombe Port of Townsville
. Deputy Commissioner of
3 | Arepresentative of the DCT Ta;;tign
4 | David Wright Aurizon Operations Limited
5 | Tony Bligh Townsville City Council
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National Pump & Energy

6 | Rod Hayes Pty Ltd
7 | William Anderson Himself
8 | RupertNewell Himself

. . Societe Des Mines De La
9 | Benoit Ponis Tontuta
10 Bep Swan - Australian Workers Approx 34 Employees

Union
. Water Treatment Services

11 | Sonia Barron (Aust) Pty Ltd
12 | Henry Carr Department of Employment
13 | David Marks Himself

The resolution passed unanimously on a show of hands.

NEXT STEPS FOR CREDITORS | Next Steps for Creditors
s FEG to commence payout of employee claims
e [nvestigations into voidable transactions by Liquidators
e Determine funding solutions for Liquidators
e  Meetings with Committee of Inspection
FURTHER BUSINESS There was no further business.
CLOSURE Declare the meeting closed at 12:20 PM

Signed as a true and correct record.

"/77,—/

John Park
Chairperson
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