Minutes of the First 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 29 January 2016 at 11:00 A.M.

PRESENT Creditors Attendance register attached
Observers Attendance register attached

INTRODUCTION John Park advised that the meeting was called pursuant to Section 436E of the
Corporations Act 2001 (Cth) (“the Act”) as a result of a resolution by the Director
of Queensland Nickel Pty Ltd (the Company or Queensland Nickel) appointing
John Park, Kelly-Anne Trenfield, Stefan Dopking and Quentin Olde as Voluntary
Administrators on 18 January 2016.

John Park also advised the meeting that he and Quentin Olde were appointed
as Voluntary Administrators of a related entity, Palmer Aviation Pty Ltd on 18
January 2016.

CHAIRPERSON John Park advised that as one of the Joint and Several Administrators of the
Company, he will chair the meeting pursuant to Regulation 5.6.17(1) of the
Corporations Regulations 2001.

WHO IS FTI The Chairperson introduced to the meeting the Administrators of the Company
CONSULTING and advised that all Appointees are:

e Senior Managing Directors in the Corporate Finance and Restructuring
practice of FTt Consulting;

e Chartered Accountants;

e Members of the Australian Restructuring Insolvency and Turnaround
Association; and

e Registered and Official Liquidators with the Australian Securities and
Investments Commission (ASIC) and the Supreme and Federal Courts of
Austratlia.

The Chairperson provided a brief background on FTI Consulting, specifically
detailing:

e FTI Consulting’s global presence;
e The different service lines within FTI Consulting;

e The various industries where FTI Consulting specialise, including the mining
and resource sector;

e Significant global mining appointments that FTi Consulting has previously
been engaged in; and

e That FTI Consulting are global leaders in Forensic and Litigation Consulting,
which will be heavily utilised to assist with the various investigations of
Queensland Nickel Pty Ltd.

Page 1



ATTENDANCE The Chairperson confirmed that all those in attendance should have signed the
REGISTER ! Creditors Attendance Register or the Observers Regdister.

The Chairperson noted that Link Market Services had facilitated the registration
process of creditors and observers, and the receipt of proofs of debts and proxy
forms for meeting purposes.

The Chairperson advised that a number of Queensland Nickel current
employees, who were unable to attend the meeting in person due to work
commitments were attending as observers on the telephone.

A copy of the Creditors Attendance Register and Observers Register is included
at Annexure 1.

GENERAL The Chairperson advised the meeting that all mobile phones are to be turned off
MATTERS and pointed out that the emergency exits are located at the side of the room.

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

The Chairperson advised that there will be a designated time during the meeting
where those in attendance can ask questions, and it is therefore requested that
all questions wait until the appropriate time.

NATURE OF The Chairperson advised that this is a First Meeting of Creditors pursuant to

MEETING Section 436E of the Act and that on Monday, 18 January 2016, the Director of
Queensland Nickel, Clive Mensink, appointed John Park, Kelly-Anne Trenfield,
Stefan Dopking and Quentin Olde as Administrators pursuant to Section 436A
of the Act.

The Chairperson advised that the function of this meeting was:

1. to determine whether to appoint a Committee of Creditors; and if so, who
would be the Committee’s members; and

2. creditors may also by resolution remove the Administrators from office and
appoint someone else as Administrators.

QUORUM The Chairperson confirmed that a quorum was present pursuant to
Corporations Regulation 5.6.16 being at least two persons entitled to vote
present in person or by proxy or attorney.

NOTICE The Chairperson confirmed that the meeting was convened by giving written

CONVENING THE notice of the meeting to as many of each of the Company's Creditors as

MEETING reasonably practicable 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 declared that the meeting was convened at a time and place
convenient to the majority of creditors and tabled the following documents:

e A copy of the Notice of Meeting and Notice of Appointment which was
published on the ASIC Insolvency Notices website on 20 January 2016; and

e A copy of the Circular to Creditors which was posted to all known creditors
on 20 January 2016.
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DECLARATION OF  The Chairperson advised that since the Circular to Creditors dated 20 January

INDEPENDENCE, 2016 was issued, an updated Declaration of Independence, Relevant

RELEVANT Relationships and Inderhnities (“DIRRI") had been prepared. '

RELATIONSHIPS

AND INDEMNITIES The Chairperson tabled the revised DIRRI and advised Creditors that this DIRRI
could be inspected after the meeting. The Chairperson further advised that a
copy of the revised DIRRI would be made available on the FTI Consulting
Creditors Portal Website.

A copy of the revised DIRRI is included at Annexure 2.

For the purpose of those in attendance, the Chairperson asked Stefan Dopking
to briefly explain the key changes made to the DIRRI.

Stefan Dopking advised that the main changes to the DIRRI were:

1. The original DIRRI referred to the “Queensland Nickel Group of Companies”,
whereas the revised DIRRI explained that the Queensland Nickel Group of
Companies was referencing QNI Resources Pty Ltd, QNI Metals Pty Ltd and
Queensland Nickel Pty Ltd.

2. Additional disclosures were made detailing the former directors and current
shareholders, who were listed at the time of our appointment to Coolum
Resort Pty Ltd, Couer de Lion Investments Pty Ltd and A.C.N. 058 342 019
Pty Ltd (Formerly known as Gold Coast United F.C. Pty Ltd) those changes
being:

a. In relation to Coolum Resort Pty Ltd, the director at the time of the
appointment of Administrators was William Matthew Schoch, the former
directors were Clive Palmer, Geoffrey Smith and Basil Ahyick and the
ultimate holding Company was QNI Resources Pty Ltd;

b. In relation to Couer de Lion Investments Pty Ltd, the director at the time
of the appointment of Administrators was William Matthew Schoch, the
former directors were Clive Palmer, Geoffrey Smith and Basil Ahyick and
the ultimate holding Company was QNI Resources Pty Ltd; and

c. In relation to A.C.N. 058 342 019 Pty Ltd, the director at the time of the
appointment of Administrators was Clive Mensink, the former directors
were Clive Palmer and Geoffrey Smith and the ultimate holding
Company was Minerology Pty Ltd.

3. Providing confirmation that the Administrators and FTI Consulting had no
prior relationships with either China First Pty Ltd or Waratah Coal Pty Ltd,
who are two (2) secured creditors of Queensland Nickel.

VOTING The Chairperson advised that a creditor could not vote in respect of a debt
which was unliquidated, contingent or whose value had not been ascertained
uniess a just estimate of its value had been made. (Regulation 5.6.23(2)).

The Chairperson advised that creditors holding security over the assets of the
Company could vote without surrendering their security. The Chairperson
advised the meeting that he had the power to admit or reject a Proof of Debt for
the purposes of voting. (Regulation 5.6.26(1)).

The Chairperson advised that voting on resolutions would be “on the voices”
unless a poll was demanded.
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The Chairperson advised that a resolution requires a majority in number and
value of creditors present (personally or by proxy) at the meeting and voting
pursuant to Corporations Regulation 5.6.21. '

The Chairperson advised that a poll may be demanded by two persons who are
present in person or by proxy and are entitled to vote or persons representing
not less than 10% of voting rights of all persons entitled to vote at the meeting
pursuant to Corporations Regulation 5.6.19.

The Chairperson advised that he may exercise a “casting vote” if no result is
reached for or against a resolution pursuant to Corporations Regulation 5.6.21.

ADJUDICATION ON The Chairperson advised that Link Market Services had facilitated the

PROOFS OF DEBT  registration of creditors and the receipt of proofs of debts and proxies for the
purpose of being admitted for the meeting, and that due to the large volume of
claims received to date, the Administrators did not intend to review each claim
in detail for voting purposes for this meeting. The Chairperson advised that the
Administrators reserved their right to review any contentious proof of debt for
voting purposes during the meeting.

VOLUNTARY The Chairperson gave an overview of the Voluntary Administration (“VA")
ADMINISTRATION  process to creditors and noted that the objective of a VA was to maximise the
PROCESS chance of the Company, or as much as possible of its business, continuing in

existence or if that is not possible, results in a better return for the Company’s
creditors than would result from an immediate winding up.

The Chairperson advised that the Administrators were considering applying to
Court to make an application to extend the convening period, given the
complexity and size of the administration and the investigations required to
provide an accurate and informative recommendation to creditors. In addition,
the Administrators would be required to review any possible Deed of Company
Arrangement (DOCA) proposal and work with the Deed Proponents.

The Chairperson further advised that the Administrators are required to prepare
a further report to creditors pursuant to Section 439A of the Act, which details
the options available to creditors and how each class of creditor will be affected
under the various options. The report will also provide a recommendation from
the Administrators.

The Chairperson advised the four (4) options available to creditors are :-

1. The Company executes DOCA; or

2. The Company is wound up; or

3. The Administration ends; or

4. The meeting is adjourned.

The Chairperson noted that during the administration process:-
e Director’s powers are suspended;

e There is a moratorium on creditors’ claims;

e The VA process provides breathing space to enable the Administrators to
explore alternatives and recommend the best way forward;

e Administrators are independent and required to investigate the Company’s
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STATEMENT BY
DIRECTOR

BACKGROUND OF
QUEENSLAND
NICKEL
CORPORATE
STRUCTURE

PRELIMINARY
ESTIMATED
POSITION AT
APPOINTMENT

INVESTIGATIONS

affairs;

e Administrators are reqbired to hold the first meeting of creditors within 8
business days;

e Administrators issue a Report to Creditors within 20 business days
summarising options and recommendations, subject to the Administrators
extending the Convening Period; and

e Creditors decide the Company’s future at a Second Meeting.

The Chairperson advised that the Director, Mr Clive Mensink was not in
attendance; however a statement from the Director would be read by Mr lan
Ferguson.

A copy of the Director’s Statement is included at Annexure 3.

The Chairperson provided a brief background of the Queensland Nickel Refinery
and detailed material events leading up to the appointment of Administrators.

The Chairperson provided a summary of the corporate structure of Queensland
Nickel Pty Ltd, specifically detailing the shareholders of the Company and
detailing how Clive Palmer is the ultimate shareholder.

The Chairperson advised that the Administrators were yet to receive a
completed Report As To Affairs from the Director.

The Chairperson advised that Queensland Nickel did not produce separate
financial statements, only consolidated financials for the QN Group. The
Chairperson advised that this is not uncommon given the corporate structure;
however the Administrators will be re-constructing their own financial
statements to obtain a clearer understanding of the Company's financial
position.

The Chairperson advised that the Company is several months in arrears for
processing financial accounts, and unsecured creditors are estimated to range
between $70M and $80M, however this figure is expected to increase.

The Chairperson advised that the FTI Consulting Forensic & Litigation Consulting
team had been engaged to assist with investigations and preserving the
electronic data of the Company. The Chairperson advised that the Administrators’

investigations will include a number of various matters, including but not limited
to:

e Statutory investigations, including insolvent trading claims against the
Director and any shadow directors;

e Confirmation of the ownerships of assets of Queensland Nickel and Palmer
Aviation;

¢ Related party loan investigations;
e Review of significant donations and/or gifts; and

e Review of alleged shadow director offences (including the ‘Terry Smith’
alias).

The Chairperson advised that extensive investigations are required so the
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Administrators can provide an accurate recommendation to Creditors in their
Section 439A Report and at the Second Meeting of Creditors. The Chairperson
lexplained that more investigative powers are afforded to al Liquidator, should one
be appointed, and the ability to recover or claw-back transactions is dependent on
the outcome of the Second Meeting of Creditors.

The Chairperson encouraged creditors and former employees to assist the
Administrators investigations by providing information or expressing suspicions.
The Chairperson confirmed that employee entittements are not at risk if
information is provided to the Administrators.

EMPLOYEE The Chairperson provided a high level summary of outstanding employee
ENTITLEMENTS & entitlements as at 18 January 2016, noting that entitlements totalled
THE FAIR approximately $31M, and of this amount, approximately $16M relates to former
ENTITLEMENTS employee entitlements.

GUARANTEE

SCHEME The Chairperson briefly explained the purpose of the Government’s Fair

Entitlements Guarantee Scheme (FEG) and advised that FEG was only available to
employees if the Company goes into Liquidation.

The Chairperson confirmed that FEG covers unpaid wages, annual leave, long
service leave, payment in lieu of notice and redundancy entitlements. FEG does
not cover outstanding superannuation.

The Chairperson noted that any proposed Deed of Company Arrangement would
need to provide for outstanding employee entitlements.

PRELIMINARY The Chairperson advised that after a preliminary review of the Company, it
REASONS FOR appears that the reason why Administrators were appointed are:
ADMINISTRATOR

APPOINTMENT e Nickel prices are currently at a 10 year low;

e There is limited cash available to manage ongoing trading losses; and

e The Company produces approximately 60M pounds of nickel per year and is
currently incurring a cash loss of USD $0.50 per pound; which based on
these figures equates to an approximate loss for the 2016 FY of USD $30M.

The Administrator explained that these are only preliminary observations and
that further investigations will be conducted in order to provide an accurate
recommendation within the Section 439A Report.

SECURITIES HELD The Chairperson advised that on 25 January 2016, FTI Consulting was presented
BY WARATAH with a collection of documentation purporting to support a security held by
COAL AND CHINA  Waratah Coal Pty Ltd (“Waratah Coal”) and China First Pty Ltd (“China First”) over
FIRST the Company.

Waratah Coal and China First are related entities of the Company, and Anna
Palmer, the wife of Clive Palmer, is the sole director of both companies. Clive
Palmer is the ultimate shareholder of each company.

Waratah Coal and China First are believed to be undertaking the development of
a coal mine in the Galilee Basin known as the China First Project. Waratah Coal
owns the tenements of the China First Project and China First has lodged a caveat
over these tenements.

Just prior to Queensland Nickel entering Voluntary Administration, Waratah Coal
proposed to offer its coal tenements as security to assist Queensland Nickel in
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obtaining funding for general trading requirements.

Waratah Coal's commitment lo make the tenements available is stated to be
conditional. Furthermore, the Administrators are not aware of any actual request
to date by Queensland Nickel to Waratah Coal for the tenements to be made
available as security so as-to trigger Waratah Coal's commitment.

The documents provided detail that Queensland Nickel was to provide a release
of all loans owed by Palmer related entities and provide a fixed and floating
charge in favour of Waratah Coal.

Preliminary investigations into the loan accounts of Queensland Nickel suggest at
least nine (9) related party loans existed at the time of appointment. The
balances of these loans range from a creditor amount of $2.66M to a debtor
amount of $1.5M.

Detailed in the documentation provided, Queensland Nickel agreed to subscribe
to 2 billion shares in China First for $135M, payable in two (2) instalments of
$67.5M on or before 31 December 2017 and 31 December 2018. Queensland
Nickel further agreed to provide a fixed and floating charge in favour of China First
as security for the subscription payments.

The commercial rationale for involving China First seems to be that China First
would withdraw its caveat over the Waratah Coal tenements. To date, the caveat
has not been removed.

Going forward, there is some possibility that the provision of third party security by
Waratah Coal may assist the Administrators with the ongoing trading operations
and any DOCA proposals. The terms on which that assistance is to be granted
however needs to be certain and commercially beneficial to Queensland Nickel
and its creditors.

Waratah Coal and China First have also indicated that they would be agreeable to
have their debts subordinated behind other creditors in any DOCA proposal.

Over the coming weeks, the Administrators will undertake a thorough
investigation into the factual circumstances leading to the entry into these
agreements and determine the possible advantages and disadvantages to
Queensland Nickel. Given the limited time since receiving these security
documents, the Administrators have not formed a view on the validity or
otherwise of these securities and whether they will stand up to scrutiny in a
liquidation. The Administrators intend to consult with the Committee of Creditors
and thoroughly cover these securities in the Section 439A Report.

INDUSTRY The Chairperson briefly provided commentary on other recent nickel mine
OUTLOOK closures, highlighting the weak nickel price as the driver for the closures.

KEY STRATEGY & The Chairperson advised that the Administrators have met with the majority of

TRADE ON stakeholders in the Company, including various Government representatives,

CHALLENGES union groups, key suppliers and customers and current and former employees to
discuss the administration process and address any concerns.

The Administrators immediately engaged with Queensland Nickel management to
assume control of the business and stabilise cash flow by implementing trading
controls over expenditure, cash transactions and payroll.

The Chairperson noted that the refinery continued to trade under the control of
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the Administrators, and that the following issues are ongoing challenges facing
theI Administrators regarding ongoing trade operations:- I

e Accessing additional ore supply.

~ e Cash flow - which is influenced by sliding nickel prices and exposure to oil
prices and the US dollar.

e Support from critical trade suppliers.
e OH&S compliance (including capital expenditure to mitigate risk).
e Environmental compliance (including capital expenditure to mitigate risk).

The Chairperson confirmed that the Administrators were continuously dealing
with suppliers who were exercising their commercial leverage in business and
threatening to cut supply of essential trading resources, like fuel and oil, if pre-
appointment debts were not satisfied. If the debts are not paid, the resources are
not supplied and the refinery cannot operate. The Administrators are working
closely with these creditors to negotiate commercial outcomes that benefit the
Company. However, the Administrators require these creditors to use commercial
judgement, because if a positive cash flow cannot be sustained, the refinery will
be forced to ciose.

The Chairperson advised that the Administrators have engaged OH&S and
environmental consultants to inspect the plant, operations and identify potential
environmental risks, including details on the environmental rehabilitation
requirements should the plant close. The Chairperson advised that the cost to
rehabilitate the area would be significant.

If an acceptable DOCA was not put forward prior to the second meeting of
creditors, the Chairperson confirmed there would be no alternative but to shut the
refinery.

ADMINISTRATORS' The Chairperson provided a summary of the Administrators’ next steps, which
KEY NEXT STEPS include but are not limited to:

e Continuing to assess the financial position and ongoing trade requirements
of the Refinery;

e Liaise with stakeholders regarding DOCA proposal;
e Assess and identify opportunities for improvement;

e Conduct investigations to assist with Section 439A report recommendation;
and

e Call and convene Second Meeting of Creditors.

EXTENSION OF The Chairperson advised that the timing to call the Second Meeting of Creditors is

CONVENING normally twenty (20) business days from the date of appointment. The

PERIOD Administrators would likely consider applying to Court to extend the convening
period to sixty (60) days for the following reasons:-

e To allow thorough investigations to be completed and addressed to
creditors in the Section 439A report;

e To better assess the trading position, possible asset realisations and any
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other options including a proposal for a DOCA; and

e To ensure the moratorium onl enforcement by secured creditors remains in
place whilst a restructuring proposal may be addressed.

The Chairperson advised that the Administrators would discuss this option
further with the Committee of Creditors.

PROCESS FOR The Chairperson advised the Administrators are entitled to have their
REMUNERATION remuneration approved by either:
APPROVAL

e Through an agreement between the Administrators and the Committee of
Creditors (if any); or

e By resolutions of the Company’s creditors; or

e By the Court.

The Chairperson noted that remuneration was being incurred on a time cost
basis as advised in the first circular to creditors and that the quantum of fees is
required to be supported by a summary description of major tasks and the costs
associated with each major task.

QUESTIONS The Chairperson opened the meeting to those in attendance to raise questions.
The following questions were brought before the meeting:-

1. Doug Dunstan - What is the date of insolvency of the Company

The Chairperson advised that the Forensic & Litigation Consulting arm of FTI
Consulting continues to investigate the affairs of the Company in order to
determine the date of insolvency. The Chairperson advised that the test for
insolvency is a cash flow test and not a balance sheet test, consideration needs
to be extended to related parties who could have, and were willing to provide
funding, and whether a reasonable person acting as a director would continue to
trade the business at that point. If the Company has continued to trade whilst
insolvent, there may be ramifications for the Director. It should also be noted, that
a Director has defences available to them in any insolvent trading claim and
these would need to be assessed on commercial grounds.

2. Doug Dunstan - Has FTI Consulting identified any breaches of Section 588 of
the Act, and does a shadow director face the same scrutiny as a director?

The Chairperson advised that at this stage, it was too early to determine as the
Administrators primary concern has been with stabilising operations.

The Chairperson further advised that an insolvent trading claim can be pursued
against a director and anyone believed to be a shadow director. The Corporations
Act defines that a shadow director has to be influential in the management of the
business and if an individual satisfies the definition of a shadow director, they will
also be subject to any insolvent trading claim.

3. Doug Dunstan - Ernst & Young provided complete understanding of solvency
in the 2014 and 2015 audited financial statements. Were the audited
financial statements of unqualified nature, and do those financials give a firm
undertaking in regarding to going concern verification as to the ability to
trade?
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The Chairperson advised that the Administrators had only reviewed the 2015 FY
audited financials of the QN Group, which were audited by Ernst & Young. The
two big issues were the reduction in the environmental liability annd the increased
revaluation of the QN Group plant and equipment, however it needs to be
reminded that these financials are consolidated of the QN Group, not just
Queensland Nickel Pty Ltd. :

The Chairperson advised that the Administrators were not bound by the views of
independent auditors and that we will form our own opinion on the financial
statements. If it's concluded that the Auditors were wrong, then in a liquidation
scenario, a liquidator can investigate the signing off on incorrect accounts further.
However, the Administrators don't have a view on the financials yet, but it is
something that will be investigated in due course.

4. William Anderson - Can you describe the indemnification and first ranking
security provided to FTI Consulting over QNI Metals Pty Ltd and QNI
Resources Pty Ltd?

The Chairperson advised that Queensland Nickel, QNI Metals Pty Ltd and QNI
Resources Pty Ltd are the three (3) entities which make up the QN Joint Venture.
Queensland Nickel Pty Ltd was the operating entity and QNI Metals Pty Ltd and
QNI Resources Pty Ltd were the asset holding companies. Queensland Nickel
does not hold any non-circulating assets, i.e. fixed asset, and has limited
circulating assets, being cash, debtors and inventory. When undertaking due
diligence, prior to our appointment, FTI Consuiting determined they would need
added security over QNI Metals Pty Ltd and QNI Resources Pty Ltd given the
limited assets available in Queensland Nickel. The Administrators’ security has
been afforded a priority over Waratah Coal and China First as well.

Further, QNI Metals Pty Ltd and QNI Resources Pty Ltd hold a number of supply
agreements with ipso facto clauses, which could be terminated by the supplier if
these companies appointed an external administrator. Such supply agreements
are for vital resources like fuel and gas, and if these agreements were terminated,
the refinery could not operate. Therefore, it was decided that QNI Metals Pty Ltd
and QNI Resources Pty Ltd would grant the Administrators a first ranking security
over their assets.

The Chairperson further advised that the security allows the Administrators to
realise assets of QNI Metals Pty Ltd and QNI Resources Pty Ltd if there is a cash
shortfall. The Chairperson confirmed that the Administrators had already
commenced realising surplus assets in order to provide much needed cash to
sustain operations.

5. William Anderson - Are the Administrators entitled to access all assets of QNI
Metals Pty Ltd and QNI Resources Pty Ltd or are the assets available limited?

The Chairperson confirmed that the Administrators have been granted an All
PAAP security and a Deed of Priority, which provides the Administrators with a
first ranking security over these companies. The Administrators are able to use
their security and realise any assets to assist with trading requirements and
cash flow.

6. William Anderson - There was a recent auction of the mobile fleet, are
these assets part of QNI Metals Pty Ltd and QNI Resources Pty Ltd or are
they considered the Queensland Nickel assets?

The Chairperson advised that the assets sold were surplus assets of QNI Metais
Pty Ltd and QNI Resources Pty Ltd which were sold to assist with the cash flow.
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Even though the assets were owned by these related entities, the agreement
and security in place is that the Administrators receive the total net proceeds to
assist with trading. '

7. William Anderson -Who are the parties that intend to assist the
Administrators if there is a cash flow shortage?

The Chairperson advised that Clive Mensink and Clive Palmer have verbally
advised that if the Administrators are facing a cash shortage, the Administrators
are to approach Clive Palmer and Clive Mensink and they would try and provide
additional cash to keep trading going. There are no conditions on the cash
provided and it does not need to be repaid from profits.

The Chairperson advised that there was no formal agreement in place whereby
Clive Mensink or Clive Palmer are bound to provide funding, however if the
Administrators are facing a cash deficit then we will be forced to close the
refinery without a funding solution being put in place.

8. Sharif Ei-Zalabany - 237 employees were terminated on 14 January 20186,
would the decision to terminate these employees, and subsequently appoint
Administrators three (3) days later, be a transaction that would cause the
Company to be insolvent as it had no capacity to make payment of those
entitlements immediately? Would an insolvent trading claim be available for
this decision?

The Chairperson advised that the Administrators were not in a position to
comment on insolvency yet and legal advice would be sought, however if upon
termination of these employees, the Company became insolvent and continued
to trade for a further three (3) days before appointing Administrators, then yes
there could be an Insolvent Trading claim available against the director.

9. Daniel Daumuller - There was talk of $1.9B in assets to protect
entitlements which appear to have disappeared, what has happened to
these assets? Also, who made the decision to make 237 employees
redundant?

The Chairperson advised that $1.9B of assets sits within QNI Metals Pty Ltd and
ONI Resources Pty Ltd, however employee entitlements are owed by Queensland
Nickel.

The Chairperson further advised that it was the Administrators’ understanding
that the decision to terminate the staff was made by the Director, Clive
Mensink.

10. Daniel Daumuller - According to the statement just read out by the Director,
the decision to make redundancies was made when nickel price was at
$3.50, which was a considerable time ago, yet he left it until two (2) days
before Administration to get the timing right for the liability. Is that right?

The Chairperson declined to comment whether that was factually correct or not,
however reiterated that the $31M owing to employees is inclusive of the entire
employee body, current and former staff. $16M applies to the former
employees. The Administrators will investigate the trail of all assets and
determine whether the Director has breached his director duties.
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11. Daniel Daumuller - Were FTI Consulting aware of the pending redundancies

and trre issues surrounding the Cashflow? \
The Chairperson confirmed that FTI Consulting was not aware. While FTI
Consulting representatives were onsite undertaking pre-appointment due
diligence, their entire focus was on understanding the -ongoing trading
requirements of the Refinery and associated risks in accepting the
appointment. FTI Consulting did not provide any advice to the Director or Senior
Management regarding operational decisions.

12. Daniel Daumuller - Does the Director, including any shadow director and
their alias’, have any powers during the Administration?

The Chairperson advised that the powers of a director and any shadow director
are suspended during the appointment of Administrators.

13. William Anderson - If the Company makes a profit going forward, what
happens to the money? Do QNI Metals Pty Ltd and QNI Resources Pty Ltd
have a claim to those profits under the security they have provided or due to
the fact they are shareholders?

The Chairperson advised that it was highly unlikely that for the immediate term
the Company would make a profit, but in the event that it did, there is no
requirement to reimburse funds to QNI Metals Pty Ltd and QNI Resources Pty
Ltd. Trading profits would be made available to the stakeholders of Queensland
Nickel.

14. William Anderson - What is “the insolvency event” that FEG requires to be
able to make a claim? What is the time frame to lodge a claim?

Kelly-Anne Trenfield advised the meeting that a claim for unpaid entitlements
must be submitted to FEG within twelve (12) months from either the day the
employment was terminated, or the day the former employer goes into
liguidation, whichever is the later. Further, to be eligible for FEG, an employee
must have lost their job within six (6) months of their employer's insolvency,
which captures Administration, Receivership and Liquidation.

15. William Anderson -FEG caps entitlements at $2,451 per week. Some
employees would earn over and above this cap, therefore they may not be
entitled to receive all their entitlements through FEG. Can these employees
still claim in the Administration?

Kelly-Anne Trenfield confirmed that FEG has a maximum weekly wage which is
capped at $2,451, therefore employees who earn over this amount would not
receive their additional entitlements through FEG. However, any shortfalls, not
covered by FEG would be provable as a priority claim in a Liquidation scenario.

Kelly-Anne Trenfield also noted that some employees had redundancy
provisions in their employment contracts which exceed the National
Employment Standard limits. Kelly-Anne Trenfield advised that based on the
contracts she had reviewed, most employees redundancy entitlement would cap
out under FEG after 8 years of service. However, this will be reviewed on a case
by case basis as there are many varying employment contracts. Any shortfall in
redundancy entitlements which were not covered by FEG would be a priority
claim in a Liquidation scenario.

If the Company were to go into Liquidation, the Liquidators would verify each
employee’s entitlements from the Company records and employment contracts,
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however any FEG entitlement payout decision remains with FEG.

16. Unidentified Creditor - Do the Administrators believe that more
redundancies are needed to keep the business viable?

The Chairperson noted that the reduction in head count prior to appointment
had placed higher responsibilities on the remaining employees in respect of
workload, safety and other operational issues, so it is unlikely that a further
reduction would be looked at in the near future. The Chairperson did note,
however, that the Administrators are currently reviewing the management
structure.

17.Tania Strixner-Harvey - We are aware that work was done for related
entities, namely Marlborough Nickel, within the last year and also for
political entities. Is this recoverable in any way as Queensland Nickel had to
bare the cost for the other entities?

The Chairperson advised that while the director can choose how to apply
company resources as they see fit, this may have created a loan account
between the entities which will be investigated. The Chairperson also confirmed
that the Administrators will investigate this to determine whether the director
has breached his director duties by causing detriment to Queensland Nickel and
its stakeholders. The Chairperson further advised that how the QN Group was
set up and operated, it is common for directors to use one entity as the treasury
function for the entire group; however the Administrators will investigate these
matters further.

18. Rowan Smith - Can a DOCA proponent be a foreign investor and what stake
do they have in the parent entities?

The Chairperson advised that a DOCA proposal from an external party could
have many options. The proposal could include the purchase of shares of the
QN Group, which would mean the Yubulu refinery, or it might just be an asset
purchase. The issue for the Administrators is that Queensland Nickel is just a
participant in the Joint Venture, and not the registered owner of the refinery
assets, however Queensland Nickel is the operator and we would have some
bargaining power in any proposal. There are many varying options available for
any deed proponent; however an external party purchasing the entire group is
common in larger administration appointments.

19. David Marks - Current OH&S conditions appear to be hazardous, does FTI
Consulting have an understanding of critical repairs and assessments which
are required at the plant and what needs to be done to rectify the situation?

Stefan Dopking advised that we have engaged both environmental and OH&S
consultants to inspect the refinery and provide independent advice to identify
the risks and how they should be managed. Stefan Dopking noted that to bring
the refinery up to an acceptable standard with both OH&S and environmental
issues would require capital outlay. Stefan Dopking further advised that it
appears that in the previous six (6) months, minimal safety works have been
undertaken due to limited cash available. The Administrators have been actively
communicating with the Department of Environment and Heritage Protection
and the Queensland Government Department of Justice to ensure that concerns
are addressed and understand the constraints the Administrators are facing.

The environmental aspect of the dam will continue to be monitored and
maintained. Another inspection is scheduled to occur in two weeks’ time which
will involve a further review with the consultants and assessing the cash flow
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requirement.

20. Simon Sbérbello - How much are the coal tenements held by Warhtah Coal
worth?

The Chairperson advised that the Administrators have sighted an independent
valuation however this isn’t the appropriate forum to disclose the value nor are
the Administrators commercially obligated to disclose the value.

The Chairperson further advised that while the reported $250M was towards
the higher end of the valuation range, the lower end was considerably lower.
The Chairperson advised that this report was prepared by an independent party
and was not an internal management report, however the Administrators are yet
to form a view on the value and will need to review the valuation in more detail.

21. Jaron Booth - Why is Queensland Nickel paying to repair fixed assets which
it doesn’t own?

The Chairperson explained that QNI Metals Pty Ltd and QNI Resources Pty Ltd
are asset holding entities only and that they don’t even operate bank accounts.
Queensland Nickel is the central treasury of the joint venture. All money flows
through Queensland Nickel as the operating entity which ultimately expends
cash on the other entities assets.

22. Michael Myles - As a result of 237 employees being made redundant,
untrained staff are now operating plant and machinery for which they have
not been properly trained for. Who is liable? The Administrators or QNI
Metals/Resources?

Stefan Dopking advised that OH&S is of utmost priority to the Administrators.
The OH&S audit will reveal any deficiencies in staff qualifications. Stefan
Dopking further advised that while the Administrators are assessing the capital
expenditure needed, there will also be an element of expenditure required for
additional staff training that will need to be addressed.

The Chairperson confirmed that if it is apparent there are skill shortages, then
the Administrators may employ new staff with the appropriate qualifications.
This review is currently ongoing and will be addressed in the near future.

23. Sharif El-Zalabany - Which entity owns the license to operate the refinery
and who is ultimately responsible for the environmental cleanup of the
refinery site? My concern is that a phoenix company will be set up to take
over the operation should Queensland Nickel be placed into liquidation.

Stefan Dopking confirmed that Queensland Nickel holds competing contracts
and licenses for example, with Queensland Rail for a gas pipeline that runs
under the train tracks.

Stefan Dopking advised that the environmental clean-up is a very serious
concern for the entire QN Group. Stefan Dopking further advised that an
assessment of liability needs to be determined, however in a situation where no
funds were available for rehabilitation, the site would be handed back to the
Government and they would be responsible for the environmental clean-up if
the land owner could not deal with the environmental issues.
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24.Darran Morris - The Administrators previously advised that further
redundancies are unlikely, however if further redundancies occur, are the
Administrators liable for those employdes’ entitlements, and when does the
redundancy entitlement calculate from?

Kelly-Anne Trenfield advised that redundancy entitlements are calculated based
on years of completed service with the Company, the individual's employment
contract and Enterprise Bargaining Agreements. Kelly-Anne Trenfield further
advised that there are varying terms across all employment contracts and
further calculations are required to accurately determine any further
redundancy entitlements. Kelly-Anne Trenfield confirmed that the redundancy
entitlements will be caught by the Administration moratorium and will be a claim
in the Administration.

25. Ben Swan as proxy for Australian Workers Union - The worst case scenario
is that the Company goes into Liquidation. Reports have been made that the
cost to decommission the plant ranges from $25M to $40M, however when
BHP Billiton were contemplating shutting the plant, they estimated the cost
could exceed $300M. What is the exposure to the Queensland Government
and associated entities, in decommissioning the plant and dealing with the
environmental clean-up?

The Chairperson advised that in a liquidation scenario where a liquidator
disclaimed their interest in the land, then the environmental clean-up
responsibility will revert to the land owner. The Chairperson further advised that
it would be unlikely that a liquidator would have sufficient cash to engage
employees to maintain the refinery on a care and maintenance basis or have
surplus cash to correctly decommission the plant. The Chairperson advised that
if a liquidator disclaimed their interest, the cost to decommission and
environmental clean-up would be left to the land owner.

26. William Anderson - Will FTI Consulting report to creditors if Mr Palmer or Mr
Mensink provides funds to the Company?

The Chairperson advised that there was no requirement to provide this
information to creditors but that Administrators would disclose all monies
received.

27. William Anderson - When will the minutes from this meeting be made
available?

The Chairperson advised that the minutes need to be lodged with ASIC by Friday
12 February 2016, however it is expected that they will be finalised next week.
The Chairperson further advised that once the minutes have been finalised and
lodged with ASIC, they will be made available on the FTI Consulting Creditors
Portal website.

28. William Anderson - When will creditors receive the updated DIRRI?

The Chairperson advised that the updated DIRRI will be made available on the
FTI Consulting Creditors Portal website after the meeting.

29. William Anderson - It seems that current employees are provided with more
information through the QN intranet then what is made available for former
employees. Is it possible for former employees to receive this information as
well or do creditors/employees need to be more proactive in requesting
information?
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The Chairperson advised that being an operational appointment; it is much
easier to provide current employees with updates via the use of the internal
intranet. The CHairperson further advised that Committee of Creditors meémbers
can relay information they receive as committee members to the wider creditor
group of which they represent.

30. William Anderson - Which entity holds the license to operate at the
refinery?

Kelly-Anne Trenfield advised that Queensland Nickel Pty Ltd held the operation
license, however the Administrators will confirm this in due course.

31.Mark Fisher - Late last year the Queensland Government refused to
support a government back guarantee ioan to the Company, because the
Company refused to provide its financials for inspection. Now that the
Company is in Administration, can this funding be revisited?

The Chairperson advised that the Administrators have been openly
communicating with various Government departments and that access to the
Company financials has been made available, however it is ultimately the
Government's decision to provide this funding. The Chairperson further advised
all options for funding are being explored.

32. Mark Fisher - Why is Queensland Nickel responsible for the environmental
clean-up cost when the assets are owned by QNI Metals and QNI
Resources? Wouldn’t the land holder be liable for those costs?

The Chairperson advised that Queensland Nickel Pty Ltd only holds circulating
assets, which include cash, debtors and inventory, therefore the Company
would not have sufficient assets to pay the environmental clean-up costs. The
Chairperson further advised that the environmental responsibility would revert
back to the land owner and it's up to the land owner to discharge the
environmental clean-up.

Kelly-Anne Trenfield further advised that it is the Administrators’ responsibility to
provide a safe working environment for the employees and the surrounding
community.

33. David Marks - Clive Palmer put up funds in December 2015 to pay wages,
is that not an indicator of insolvency? Should the Director have known in
December 2015 that the Company was insolvent?

The Chairperson advised that the Company not being able to pay wages is an
indicator of insolvency, however the Company is able to rely on related entities
to provide funding. The Chairperson further advised that the Director has
defences available to him in an insolvent trading claim, but being unable to pay
wages is certainly an indicator of insolvency. This will certainly form part of the
Administrators investigations which will be reported on.

34. Alan Iverson - Is there a fourth company involved? The name on the refinery
gates changed to Palmer Nickel Cobalt Refinery.

The Chairperson noted that the Administrators had no knowledge of another
company in the QN Group, further, there are many other entities that are
controlled by Clive Palmer that do not form part of the QN Group. Kelly-Anne
Trenfield advised that the Palmer Nickel Cobalt Refinery name was likely to just
be a business name used, however the Administrators will investigate this
further.
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35. Andrew Simon as proxy for Simon Technical Services Pty Ltd - What is to
stop the shareholders engaging in phoenik activity by replacing Queensland
Nickel Pty Ltd with a new entity which isn’t in Administration?

The Chairperson advised that there is nothing to stop the shareholders
replacing Queensland Nickel Pty Ltd with a new company to operate the
refinery. The Chairperson further advised that the Administrators only had
control of Queensland Nickel Pty Ltd as the operating entity. The asset holding
entities are able to make business decisions as they wish. Clive Palmer has
advised that he intends to propose a DOCA to ensure the ongoing trading of the
refinery, further Clive Palmer has advised that he intends to subordinate Palmer
related entity claims behind all other creditors, however a deed proposal will
need to be submitted.

36. Graeme Lauder - Why aren’t employee entitlements secured?

The Chairperson advised that employee entitlements are afforded a priority over
other creditors. As a result of the Ansett collapse, the Federal Government
established a scheme to repay employee entitlements, currently called the Fair
Entitlements Guarantee Scheme, previously called General Employee
Entitlements and Redundancy Scheme, which steps in to protect employee
entitlements.

37.Kelly Stokes - | note that the Administrators have estimated their
remuneration up to the First Meeting of Creditors could range between
$250K and $450K. How close are the Administrators remuneration to this
figure, and is there an estimate for the total remuneration for the entire
appointment?

The Chairperson advised that the Administrators remuneration up to the First
Meeting of Creditors is likely to be towards the higher end of this range, and
might even exceed it once all information has been prepared. The Chairperson
advised that the overall remuneration is subject to a number of variables and
difficult to quantify.

The Chairperson further advised that accepting an appointment with the risks
like Queensland Nickel Pty Ltd, trading the Company for an extended period and
employing over 550 staff, the Administrators have had to expend significant
resources to facilitate an appointment like this. The Chairperson advised that
the Administrators overall remuneration will likely be in the low millions. The
Chairperson further explained that significant staff resources were required on
an appointment like Queensland Nickel given the personal liabilities of the
Administrators and the risks faced daily by continuing to trade the refinery.

The Chairperson advised that the Administrators remuneration is approved by
the creditors, the Committee of Creditors or by the Court.

38. Unidentified Creditor - Will Clive Palmer be a creditor because he paid
December 2015 wages?

The Chairperson advised that yes, Clive Paimer is a creditor of the Company.
The Chairperson further advised that Clive Palmer has advised that any claims
from Clive Palmer or Palmer related entities will be subordinated behind
employees and trade creditors in a DOCA, however any proposal will need to be
reviewed in detail first.
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39. Unidentified Creditor - With regard to the shortfalls employees may suffer
due to FEG wage caps, can the balance be claimed in the AdministrationT
|

The Chairperson advised that any employee entitlement shortfalls suffered by
employees due to FEG wage caps will still be a priority claim, but this would only
be in a liquidation scenario, which based on the assets available to the
Company'’s creditors, a dividend to priority creditors appears unlikely.

The Chairperson further advised that Queensland Nickel only held circulating
assets such as cash, debtors and inventory. One potential further asset which
might be available, and the Administrators are yet to form a view on this, is
whether the Company has a claim under the JV agreement against QNI Metals
Pty Ltd and QNI Resources Pty Ltd for debts incurred as an operating entity.
Further legal advice is required before the Administrators can form a view on
this matter.

40. Sharif El-Zalabany - If a DOCA is proposed by the Director, would the
Administrators support this DOCA and would the Administrators continue to
trade the Company for the Deed period?

The Chairperson advised that once a DOCA is accepted, the Administrators
appointment finishes and a Deed Administrator is appointed. The Chairperson
advised that a Deed Administrator could be involved with the ongoing trading of
the company but that will be expensive.

The Chairperson advised that a DOCA can be proposed by anyone, including the
director. The Chairperson further advised that the Administrators will assess all
DOCA proposals, provide a concise and clear summary to all creditors and a
recommendation by the Administrator for consideration at the Second Meeting
of Creditors. The Chairperson advised that creditors will vote on the outcome at
the Second Meeting of Creditors. The Administrators will consult with the
Committee of Creditors regarding any DOCA proposal.

41. David Marks - Will the other creditors, or just those in attendance, be made
aware of the DOCA arrangements as they’re finalised?

The Chairperson advised the terms of any proposal will be disclosed to all
creditors in the Administrators' Section 439A report. The Chairperson advised
that the report will detail the terms and how each option impacts each class of
creditor.

42. David Marks - In the second report, will the proposals put forward detail the
effect of FEG in the event of liquidation?

The Chairperson advised that the Administrators’ report would detail the effect
to each different class of creditor. The Chairperson further advised that this will
include where current and former employees stand under a DOCA and with FEG
entitlements and any shortfalls that may be incurred.

43_David Marks - Are the shadow directors personally liable for any debts
incurred from the date of insolvency?

The Chairperson advised that if it is proved an individual acted as a shadow
director of the Company, then the shadow director is deemed a director and
also personally liable for any debts incurred after the date of insolvency. The
Chairperson further advised that a liquidator can pursue an insolvent trading
claim against the director and shadow director, and if the debts cannot be
repaid from their personal assets, the liquidator can commence bankruptcy
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proceedings against the director and shadow director. The Chairperson further
advised that insolvent trading investigations are continuing and the
Administrators will report on any potential claims in their Section 439A report.

44, Unidentified Creditor - Do we, as employees, owe secured creditors any
money and if so how much?

The Chairperson advised that there were 126 security registrations against the
Company, and a secured creditor is someone who has a registered security over
a particular asset of the business. The Chairperson further advised that the only
parties to have a circulating and non-circulating security interest is Waratah
Coal Pty Ltd and China First Pty Ltd, and the Administrators are yet to form a
view on the validity of these securities.

45. William Anderson - Can you advise the top 10 creditors in terms of value?

The Chairperson advised that due to confidentiality reasons the Administrators
did not intend on disclosing the top ten (10) creditors given that individual
employees may be within that list and did not want their names or amounts
owing disclosed. The Chairperson further advised that the Administrators have
estimated that creditors excluding employees could range between $70M and
$80M.

46. William Anderson - How close are the Administrators to the remuneration
estimate provided in the first report?

The Chairperson advised that the first eight (8) days of the Administration have
been very intensive due to the risks involved with trading a nickel refinery. The
Chairperson advised that the Administrations remuneration was likely to be
towards the higher end of the remuneration estimate.

47. Unidentified Creditor - How much ore have we ordered?

Kelly-Anne Trenfield advised that sufficient ore has been ordered to continue
trading, however as the Administrators are personally liable, they are very
conscious of the quality of the supply to ensure that it can be processed to a
level required by supply agreements.

48. Unidentified Creditor - How many ships of ore are on the way?

Stefan Dopking advised that the Administrators recently provided a purchase
order for $4M to a New Caledonian freight company and ships have been
locked in for a shipment date in mid to late February. Stefan Dopking further
advised that other shipments have been sourced from Papua New Guinea and
the Philippines; however that ore is not of good quality. Stefan Dopking advised
that the Administrators have faced issues where the ore being transported on
ships has liquefied, however some of this load may be salvaged. Stefan Dopking
further advised that a hole in production has been identified due to ore being
out at sea, and that the Administrators are trying to source ore to keep the plant
operational and providing comfort to the main ore suppliers that supplies will be
paid for by the Administration.

49. Unidentified Creditor - Can the refinery shut down and if so, for how long?
Stefan Dopking advised that to shut down and preserve the plant properly could
take anywhere between 6 to 8 weeks, especially if there is intent to operate the

plant again in the near future and will be dependent on cash flow available.
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Stefan Dopking further advised that our mining services specialist Andrew
Bantock of FTI Consulting is currently determining the process and cost involved
to shut down the plant to an appropriate level of safety, which can, if necessary,l
be restarted and operated again. Stefan Dopking further advised that any shut
down will be very expensive and many different stakeholders will want to be
actively informed.

Stefan Dopking also advised that environmental responsibility remains with the
Administrators which is why they have engaged consultants to report on the
immediate OH&S and environment concerns and conditions of the plant.

Stefan Dopking advised that if the plant is shut down by a liquidator, then the
Corporations Act allows a liquidator to disclaim their interest in the plant and
the Queensland Government is likely going to have to intervene and address the
environmental issues. Stefan Dopking advised that a liquidator would unlikely
have funds to undertake the environmental rehabilitation and clean-up of the
site.

50.Ben Swan as proxy for Australian Workers Union - The Company holds
significant records regarding the training, tickets and qualifications of the
current and previous employees, can you confirm that all employees will
have full access to these records if they need to find alternate employment
and for the purposes of an audit?

Kelly-Anne Trenfield advised that for those employees previously terminated,
the Administrators are currently working with Queensland Nickel HR to provide
these records to former employees. Kelly-Anne Trenfield further advised that the
Administrators are working with the Queensland Government to facilitate a mail
out to former employees which will grant the Queensland Government authority
to receive a copy of these records on behalf of former employees.

Kelly-Anne Trenfield advised that current employees are able to access this
information at any stage.

Kelly-Ann Trenfield also advised that if the Company was placed into liquidation
and the refinery was shut down, then the liquidators would take possession of
all records and provide these documents to employees. Kelly-Anne Trenfield
confirmed that there is no circumstance where this information would not be
made available to employees.

51. Chris Myles - What guarantee do we have if Clive Palmer puts forward a
DOCA proposal, that he will honour the terms of the DOCA?

The Chairperson advised that there are no guarantees that a DOCA proponent
will honour the terms of the Deed. The Chairperson advised that a DOCA will
stipulate specific milestones, which may be dates particular creditors are paid,
and if there is a default there would be terms in the DOCA requiring the Deed
Administrators to issue a rectification notice requiring payment within seven (7)
days and failing to rectify, a Deed Administrator can call a meeting of creditors
and vote on whether to terminate the DOCA and liquidate the Company. The
Chairperson also advised that the Deed Administrators could apply to Court or
call a Creditors Meeting to vary the terms of the DOCA, and creditors vote on the
proposed variation or put the Company into liquidation.

52. Kevin Riseley - At the second meeting of creditor does everyone have the
same weighting on voting rights?
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The Chairperson advised that there are two (2) methods to conduct voting, the
first being on the hands, which is simply tallying the number either for or against
the resolution based on those in attendance. The second method is by a poll,
where voting slips are used and each creditor's vote is based on their claim. For
a resolution to pass, there must be over 50% in number and over 50% in value,
so effectively you need both elements to pass the resolution. Sometimes there
is a split and the Chairperson is able to use a casting vote. The Chairperson
would cast in accordance with their recommendation provided in the Section
439A Report. The Chairperson advised that a poll can be very time consuming
as the Administrators and their staff need to collect polling slips from all
creditors, enter the votes into the system, check for discrepancies and then
announce the results. Ideally, if the outcome of a resolution is very clear, voting
on the hands will be sufficient.

53. Kevin Riseley - How many employees have claimed so far?

The Chairperson was unable to confirm an exact number but advised that there
had been many claims.

54. Sharif El-Zalabany -Sections 588 and 180-184 of the Act are very onerous
on directors, and the Administrators have discussed personal liability of the
director, but ASIC also have prosecuting powers and can impose sanctions
on directors such as fines of $330K and even up to five (b) years jail. Can
you please confirm that?

The Chairperson advised that ASIC does have powers to prosecute directors and
the offences are either civil or criminal, depending on the breaches and actions
of the director. The Chairperson further advised that given the high profile
nature of this Administration, the number of creditors affected and the quantum
of claims, ASIC would most likely be reviewing the outcomes of our
investigations. The Chairperson advised that criminal claims have a higher
hurdle than civil claims and you are required to prove that there has been an
element of reckless behavior with regard to intent. The Administrators are yet to
form a view on the investigations but it is certainly capable of commencing
proceedings.

55. Sharif El-Zalabany - In your experience with DOCAs, do the proposers
attempt to indemnify themselves?

The Chairperson advised that in most cases, the Deed proponent is either the
existing director or shareholder and the Deed can stipulate any terms in trying
to get releases etc, however you would expect creditors to push back on those
terms. The Chairperson further advised under a DOCA, none of the recovery
actions are available that would be available to a liquidator.

The Chairperson advised that under a Deed, you have continued operation but
possibly none of the investigations are pursued, whereas in a liquidation
scenario, the plant is no longer operational but the liquidator has greater
powers to investigate offences, breaches and voidable transactions.

56. David Marks - | understand there is a risk certain parties will submit
fraudulent claims to affect the weighting on votes at the Second Meeting of
Creditors. What liability, if any, does FTI have in terms of due diligence for
those claims? If claims are accepted at face value and that weights the poll
what options are available to creditors?
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The Chairperson advised that if it comes down to a poll, every creditor claim
voting at the meeting will need to be adjudicated on. The Administrators and
their staff would review bvery claim and if the claim does not correlate with |
company records or evidence provided as supporting documents with the claim,
the Administrator is able to reject all or part of the claim over and above what
evidence has been provided.

The Chairperson further advised that by the Second Meeting, the Administrators
would have formed a view on significant creditors and related party claims to
verify their accuracy. If a claim is not supported by documentation we will either
reject the claim or reduce it to a level we feel is reflective of the information
known.

The Chairperson further advised that if a DOCA proposal was put forward, most
of the work adjudicating on claims would be completed in advance, however
there is nothing preventing creditors attending the meeting with new or revised
claims and we have to then adjudicate on them.

57. Unidentified Creditor - When the price of nickel was high, we were advised
that money was put aside to cover for the period when it was low and it
appears that that money has been used to purchase other assets outside of
the QN Group. Are these assets now available given the nickel price is low
and can we recover those assets?

The Chairperson advised that investigation powers are limited under a DOCA, as
the Company is subject to the terms of the Deed, however it is totally relevant in
a liquidation scenario.

The Chairperson further advised that a Liquidator would be able to investigate
and trace the flow of funds and whether the Company has an equitable claim to
any assets, however it can be very complicated.

58. Unidentified Creditor - | think the ownership of assets has changed, and it
has been done in a legal framework. But the undertaking was done with the
personal guarantee that those assets would be there and most of the
people in this room were listening to that conversation. There was a
personal guarantee that those assets and funds would be available in the
low times. Can we get those funds?

The Chairperson advised that the Administrators are reviewing those
transactions and determining if they were done to the detriment of the Company
or whether it was fine the way it was structured. The Administrators will form a
view through our investigations and report to all creditors in our Section 439A
report.

59. Unidentified Creditor - You mentioned earlier having to make supplier
payments for debts incurred prior to 18 January to secure vital resources.
Why can’t the Administrators pay former employee entitlements and then
approach Clive Palmer and request $16million to plug the cash hole?

The Chairperson advised that certain people have commercial leverage in
business and are threatening to cut supply of essential resources, like fuel and
oil, if the Administrators do not satisfy pre-appointment debts. if the debts are
not paid, the resources are not supplied and the refinery has to close. As
mentioned earlier we are working with these creditors to negotiate commercial
outcomes that are in the best interests of the Company.

The Chairperson further advised that the Administrators require these suppliers
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to be commercial in their judgement, because if we cannot maintain a positive
| cash flow we will be forced to close the refinery. |
60. Unidentified Creditor - | understand where you are coming from, however
the redundant employees don't have the capacity to be ransom creditors
and | would hope that Terry Smith can understand that there are 250
people that are motivated to right this wrong.

The Chairperson advised that if there was cash flow to support the discharge of
former employees' entitlements, they would have been paid by now. The
Administrators could do that because of the employees’ priority claims however
there is just not enough cash to do that and continue to operate the refinery.

61. Unidentified Creditor - If a DOCA comes to a casting vote and you vote
against a DOCA, can China First and Waratah Coal, as secured creditors,
enforce their security over the assets and even overrule your decision?

The Chairperson advised that this question is subject to a number of legal
complexities, however a secured creditor can vote for the full amount of their
debt owed under their security. Alternatively, a secured creditor, if
uncomfortable with the terms of the Deed has enforcement rights under their
security and can appoint a receiver and manager, which would rank over the top
of a Deed Administrator and they could either shut the business or continue to
trade.

The Chairperson further advised that these securities need to be fully assessed
and the Administrators are yet to form a view on the validity of China First and
Waratah Coal’s security.

62. Unidentified Creditor - Is that because China First and Waratah Coal are
related entities to Queensland Nickel?

The Chairperson advised that being related entity is one issue, however it
wouldn’t matter if the security was from a reputable bank, the Administrators
would still review the security in detail, which has not yet occurred so the
Administrator cannot provide an opinion regarding these securities.

There were no other questions.

RIGHT TO The Chairperson noted that the substantive part of the First Meeting of
APPOINT Creditors is to elect a committee of creditors. The Chairperson shall call upon
COMMITTEE OF the meeting to determine pursuant to Section 436E(1) of the Act whether or not
CREDITORS a Committee of Creditors should be appointed and, if so, who are to be the

Committee members.

Given the size and complexities of this particular administration, it is the
Administrators view that a committee would be preferred.

The Chairperson advised that the Committee will be formed from a variety of
different classes of creditors and industry representatives.

The Chairperson advised that there would first be a resolution for the
appointment of a Committee of Creditors, subsequently the Chairperson would
call for creditor support for each proposed member of the Committee.

The Chairperson advised that the function of a Committee of Creditors of a
Company under administration are limited to:
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1. Consulting with the Administrators about matters relating to the

Administration; and
|

2. Receiving and considering reports by the Administrators.

The Committee cannot give directions to the Administrator. As and when a
committee reasonably requires, the Administrator must report to the committee
about matters relating to the Administration.

The Committee is required to act in the best interests of all creditors and not in
their personal capacity. The members of the Committee do not get paid for
serving on the Committee and get no other preferential treatment in terms of
dealing with your claim.

The Chairperson tabled nominations from creditors and requested the meeting
to approve each member of the Committee on the voices.

The following resolution was moved by William Anderson:-

“That Queensland Nickel Pty Ltd (Administrators Appointed) appoint a Committee
of Creditors. The Committee shall consist of the following persons:”

No Name Creditor
1 Douglas Dunstan Himself
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
9 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

Moved: William Anderson
Passed: Passed on the majority of the voices

REPLACEMENT OF The Chairperson advised that creditors have the right to replace the
ADMINISTRATORS Administrators by resolution, but for that to occur, someone else, who is a

NEXT STEPS FOR
CREDITORS

Registered Liquidator, needs to have provided a Consent to Act and be willing to
act.

As no Consent to Act had been received, the appointment of John Park, Kelly-
Anne Trenfield, Stefan Dopking and Quentin Olde as Joint and Several
Administrator of the Company stands.

The Chairperson noted that the following were the next steps for creditors:-

e Interim report(s) to Committee of Creditors will be provided if appointed
e Employees to receive details of calculated entitiements

e  Creditors to be advised if convening period extended

Page 24



s Receive and consider Second Report to Creditors

e Attend Second Meet'ing of Creditors

e Decide the future of the Company

i

FURTHER There was no other business.
BUSINESS
CLOSURE The meeting was declared closed at 2:10pm.

Signed as a true and correct record.

//7/

John Park
Chairperson

Our ref: MWW_449063.0002mins1
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Observer Register

Administrators: John Park, Kelly-Anne Trenfield, Stefan Dopking and Quentin Qlde
QUEENSLAND NICKEL PTY. LTD. (ADMINISTRATORS APPOINTED)

Company:
(THE COMPANY) ACN 009 842 068

Meeting Type: First Creditors’ Meeting

Meeting Date/Time: Friday, 29 January 2016/11:00am AEST

Meeting Location: Ballroom 1 & 2, The Ville Resort — Casino, Sir Leslie Thiess Drive,
Townsville QLD 4810
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Administrators:

Company:

Meeting Type:
Meeting Date/Time:

Meeting Location:
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Observer Register

(THE COMPANY) ACN 009 842 068

Friday, 29

First Creditors’ Meeting

January 2016/11:00am AEST

Townsville QLD 4810
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John Park, Kelly-Anne Trenfield, Stefan Dopking and Quentin Olde
QUEENSLAND NICKEL PTY. LTD. (ADMINISTRATORS APPOINTED)

Ballroom 1 & 2, The Ville Resort — Casino, Sir Leslie Thiess Drive,
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Queensland Nickel Pty. Ltd.
ACN 009 842 068
(Administrators Appointed)
(“the Company”)

DECLARATION OF iINDEPENDENCE, RELEVANT RELATIONSHIPS, AND INDEMNITIES

This document requires the Practitioner(s) appointed to an insolvent entity to make declarations as
to:
A Their independence generally;
B. Relationships, inciuding
i. The circumstances of the appointment;
ii. Any refationships with the Company and others within the previous 24 months;
iii.  Any prior professional services for the Company within the previous 24 months;
iv.  Any other relationships to declare; and

C. Any indemnities given, or up-front payments made, to the Practitioner.

This declaration is made in respect of myself, my fellow Senior Managing Directors, and FTI
Consuiting (Australia) Pty Ltd (“FTI Consulting” or “Firm”) and associated entities.

A. INDEPENDENCE

We Kelly-Anne Trenfield, Stefan Dopking, Quentin Oide and John Park of FTI Consulting have
undertaken a proper assessment of the risks to our independence prior to accepting the
appointment as Voluntary Administrators of the Company in accordance with the law and
applicable professional standards. This assessment identified no real or potential risks to our
independence. We are not aware of any reasons that would prevent us from accepting this
appointment.

B. DECLARATION OF RELATIONSHIPS
i. Circumstances of appointment

This appointment was referred to FTI Consulting by Clive Paimer.

There are no conditions on the conduct or outcome of this administration arising from the
referral, including no fees/commissions, agreements for work in the administration, or other
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benefits.

On 11 October 2015, Lachlan Mcintosh and Oliver Schweizer of FTI Consulting met with the
Director of the Company, Senior Company Executives and Clive Palmer to discuss the
Company’s financial position, near term financial forecast and the possibility of arranging near-
term funding for the Queensland Nickel Group of Companies, being QNI Resources Pty Ltd, QNI
Metals Pty Ltd and the Company. Discussions with the Queensland Nickel Group of Companies
and about possible funding ceased on 18 October 2015. There was no formal appointment
and FTI Consulting did not receive any remuneration.

On 3 January 2016, Lachian Mcintosh received a call from Clive Palmer requesting a meeting
to discuss the potential appointment of voluntary administrators. On 4 January 2016, Lachlan
Mcintosh met with Clive Palmer to discuss the voluntary administration process.

On 8 January 2016, Lachlan Mcintosh and Oliver Schweizer of FTI Consulting met with the
Director of the Company, Senior Company Executives and Clive Palmer to discuss the
Company's financial position, the possible appointment of voluntary administrators and other
alternatives available to the Company.

On 10 January 2016, Lachlan Mcintosh, Oliver Schweizer and John Park of FTI Consulting met
with the Director of the Company, Senior Company Executives and Clive Palmer with the
purpose of the meeting being:

(a) To obtain sufficient information about the Company to enable discussion around the
financial position of the Company; and

(b) To explain the various forms of insolvency appointments, the options available, and the
consequences of an insolvency appointment.

On 11 January 20186, Oliver Schweizer of FTI Consulting met with the Chief Financial Officer of
the Company to discuss the future cash flow of the Company. On the same day, Lachlan
Mclntosh of FTI Consulting met with Clive Palmer to discuss the potential appointment of
voluntary administrators.

Between 11 January 2016 and 13 January 2016, Kelly-Anne Trenfieid, Andrew Bantock,
Stefan Dopking and John Park from FTI Consulting attended the Queensland Nickel refinery
plant in Yabulu Qld to meet with key management of the Company to undertake a commercial
due diligence to assess the risk to FTI Consulting of a voluntary administration appointment.

On 13 January 2016 Lachlan Mclntosh, Oliver Schweizer and John Park of FTI Consulting met
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with the Director of the Company, Senior Company Executives and Clive Palmer to further
discuss the potential voluntary administration appointment.

On 14 January 2016 and 15 January 2016, Lachian Mcintosh of FTI Consulting met with Clive
Palmer to discuss various aspects of the potential voluntary administration appointment.

Between 4 January 2016 and 17 January 2016, various telephone conversations occurred
between John Park, Lachlan Mclntosh, Stefan Dopking and Oliver Schweizer of FTI Consulting
and the Director of the Company, Senior Company Executives and Clive Palmer to discuss the
aspects of a potential Voluntary Administration.

We have received no remuneration for the above described work and advice.

In our opinion, these meetings do not affect our independence for the following reasons:

(a) The Courts and relevant professional bodies recognise the need for practitioners to
provide advice on the insolvency process and the options available and do not consider
that such advice results in a conflict or is an impediment to accepting the appointment;

(b) The nature of the advice provided to the Company is such that it would not be subject to
review and challenge during the course of our appointment;

{c) No advice has been given to the directors in their capacity as directors of the Company,
or in relation to their personal circumstances; and

(d) The pre-appointment advice will not influence our ability to be able to fully comply with
the statutory and fiduciary obligations associated with the appointment as Voluntary
Administrators of the Company in an objective and impartial manner.

We have provided no other information or advice to the Company, its directors and advisors
prior to our appointment beyond that outlined in this DIRRI.

Relevant Relationships (excluding Professional Services to the Insolvent)

We, or a member of our Firm, have, or have had within the preceding 24 months, a
relationship with:
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Name

Nature of relatonship

Reasons

Deputy
Commissioner of
Taxation (Australian
Taxation Office -
ATO)

Certain Senior Managing
Directors of FTl Consulting will,
from time to time, act as Official
Liquidators to unrelated
companies which have been
wound up in insolvency by the
ATO.

This work arises from certain
Senior Managing Directors being
members of a panel of
insofvency practitioners
maintained by the ATO. This
panel includes practitioners
from firms other than FTi
Consulting.

We believe that this relationship
does not result in a conflict of
interest or duty because:

= |n liquidations where the ATQ
is an unsecured creditor, we
do not act directly on their
behalf; rather there are
duties to all creditors as a
whole.

s  There are no conditions on
the conduct or outcomes of
any engagements arising
from the panel
arrangements.

= The work that FTl Consulting
undertakes in these
circumstances will not
influence our ability to be
able to fully comply with the
statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

BOQ Finance (Aust)
Limited

FTI Consulting has relationships
with the secured party due to
the nature of business advisory,
consulting and insolvency work
the firm undertakes.

This includes acting in
receivership appointments and
performing independent

business review roles, where the
secured party has provided
banking, loan, lease (or similar)
facilities to companies and

We believe that this relationship

does nat result in a conflict of

interest or duty because:

= FTl Consulting has not been
engaged by the secured
party to undertake work or
perform services in respect
of the Company.

= The work that FTI Consulting
undertakes for the secured
party from time to time will
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Name

Reasons

Nalure of relationship

individuals.

not influence our ability to
be able to fully comply with
the statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

Coates Hire
Operations Pty Ltd

FTI Consulting has a relationship
with the secured party due to
the nature of business advisory,
consulting and insolvency work
the firm undertakes.

This includes acting in Court
liquidation appointments, where
the secured party has provided
lease (or similar) facilities to
companies.

We believe that this relationship

does not resuit in a conflict of

interest or duty because:

= FTI Consutting has not been
engaged by the secured
party to undertake work or
perform services in respect
of the Company.

= The work that FTI Consulting
undertakes for the secured
party from time to time will
not influence our ability to
be able to fully comply with
the statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

Macquarie Leasing
Pty Ltd

FTI Consulting has relationships
with the secured party due to
the nature of business advisory,
consuiting and insolvency work
the firm undertakes.

This  includes acting in
receivership appointments and
performing independent

business review roles, where the
secured party has provided

We believe that this relationship

does not result in a conflict of

interest or duty because:

= FTI Consulting has not been
engaged by the secured
party to undertake work or
perform services in respect
of the Company.

= The work that FTI Consulting
undertakes for the secured
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NEE

Nature of relationshin

Reasons

banking, loan, lease (or similar)
facilities to companies and
individuals.

party from time to time will
not influence our ability to
be able to fully comply with
the statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

National Australia
Bank Limited

FTI Consulting has relationships
with the secured party due to
the nature of business advisory,
consulting and insolvency work
the firm undertakes.

This includes acting in
receivership appointments and
performing independent

business review roles, where the
secured party has provided
banking, loan, lease (or similar}
facilities to companies and
individuals.

We believe that this relationship

does not result in a conflict of

interest or duty because:

= FTI Consulting has not been
engaged by the secured
party to undertake work or
perform services in respect
of the Company.

= The work that FTI Consulting
undertakes for the secured
party from time to time will
not influence our ability to
be able to fully comply with
the statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

Suncorp-Metway
Limited

FTI Consulting has relationships
with the secured party due to
the nature of business advisory,
consulting and insolvency work
the firm undertakes.

This includes  acting in
receivership appointments and
performing independent

business review roles, where the

We believe that this relationship

does not result in a conflict of

interest or duty because:

= [Tl Consulting has not been
engaged by the secured
party to undertake work or
perform services in respect
of the Company.

= The work that FTI Consulting
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Name: Nature of relationship Reasons
secured party has provided undertakes for the secured
banking, loan, lease (or similar) party from time to time will
facilities to companies and not influence our ability to
individuals. be able to fully comply with

the statutory and fiduciary
obligations associated with
our appointment as
Voluntary Administrators of
the Company in an objective
and impartial manner.

The Administrators have no relationship with either China First Pty Ltd or Waratah Coal Pty Ltd.

Prior Professional Services to the Insolvent

Neither we nor our Firm have provided any professional services to the Company or any
Associate in the previous 24 months.

Other relevant relationships to disclose

John Park and Quentin Olde were appointed over a related Company, Palmer Aviation Pty Ltd
(Administrators Appointed) ACN 158 870 789 on 18 January 2016 and have an obligation to
this Company individually (as defined in Section 435A of the Corporations Act) and not to the
group as a whole. We are not aware of any conflicts of interest between the two companies.
Should such a conflict arise, we will keep creditors informed and take appropriate action to
resolve the conflict.

On 29 February 2012, Ginette Muller (a former Senior Managing Director of FTI Consulting)
and John Park, who at the time, were partners of KordaMentha (QLD), were appointed by the
Director of Coolum Resort Pty Ltd ACN 010 593 638 (“Coolum Resort”) and Coeur de Lion
Investments Pty Ltd ACN 006 334 872 (“CdLI"), as administrators of those companies.

At the time of our appointment as Administrators of Coolum Resort and CdLl the Director of
both companies was William Matthew Schooch. Clive Palmer, Geoffrey Smith and Basil Ahyick
were former Directors of both companies. The sole shareholder of both Coolum Resort and
CdLl was Coeur de Lion Holdings Pty Ltd.

On 30 March 2012 creditors of Coclum Resort resolved to end the administration and
immediately return control to the Director. As such, the administrators' resignation was
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effective 30 March 2012. On 4 April 2012, creditors of CdLl resolved to end the administration
and return control immediately to the Director. As such, the administrators' resignation was
effective 4 April 2012.

The ultimate holding company of Coolum Resort and CdLl at the time of our appointment was
QNI Resources Pty. Ltd., which is a current shareholder of the Company. The work undertaken
as administrator for approximately one (1) month to Coolum Resort and CdL! occurred almost
four (4) years ago whilst John Park was a partner at KordaMentha (QLD), and will not influence
the Administrators” ability to be able to fully comply with the statutory and fiduciary obligations
associated with their appointment as Administrators of the Company in an objective and
impartial manner.

On 12 June 2012, Ginette Muller and Joanne Dunn, who at the time were both partners of
KordaMentha (QId) were appointed as Administrators by the director of A.C.N. 058 342 019
Pty Ltd (Deregistered) ACN 058 342 019 (formerly known as Gold Coast United F.C. Pty Ltd &
Football Southeast Pty Ltd) (“Gold Coast United”).

At the time of our appointment as Administrators of Gold Coast United the Director was Clive
Mensink. Clive Palmer and Geoffrey Smith were former Directors.

At the Second Meeting of Creditors held on 17 July 2012, creditors resolved pursuant to
Section 439C(c) of the Act that Gold Coast United be wound up. Ginette Muller and Joanne
Dunn were duly appointed as Liquidators. Gold Coast United was deregistered by the
Australian Securities Investment Commission on 29 March 2013.

The ultimate holding company of Gold Coast United at the time of the appointment was
Minerology Pty Ltd, a related company of the Company. The work undertaken as
administrators and subsequently liquidators of Gold Coast United occurred over three (3) years
ago. This appointment will not influence the Administrators’ ability to be able to fully comply
with the statutory and fiduciary obligations associated with their appointment as
Administrators of the Company in an objective and impartial manner.

There are no other known relevant relationships, including personal, business and
professional relationships, from the previous 24 months with the Company, an Associate of
the Company, a former insolvency practitioner appointed to the Company or any person or
entity that has security over the whole or substantially whole of the Company’s property that
should be disclosed.
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C.

Indemnities and up-front payments

We have received the indemnities as described below for the conduct of the administration.

Name of Parties

= QNI Resources Pty. Ltd. ACN 054 117 921 (QNIR); and

» QNI Metals Pty Ltd ACN 066 656 175 (QNIM).

Relationship with
Company

= QNIR: holds 80% of the shares in the Company which comprise 100%
of the A Class Shares on issue in the Company; and

= QNIM: 20% of the shares in the Company which comprise 100% of the
B Class Shares on issue in the Company.

= Clive Theodore Mensink is the sole director of each of QNIR, QNIM
and the Company.

Nature of
Indemnity

Each of QNIR and QNIM have given a guarantee and unlimited
indemnity in favour of the Administrators on account of amounts owing
to the Administrators by the Company and unpaid. The indemnity
extends to all liabilities incurred by the Administrators on behalf of the
Company as well as our remuneration and outlays The obligations of
each of QNIR and QNIM are supported by a General Security Deed - All
Property given by each of those entities in favour of the Administrators.

Security for
Indemnity

General Security
Deed - All Property

Priority Deed

Each of QNIR and QNIM has granted to the Administrators a security
interest over all of its present and after acquired property to secure
amounts owing by the Company and each of QNIR and QNIM to the
Administrators under the Corporations Act 2001 (Cth). This security
interest has been registered on the Personal Property Securities Register
(PPSR).

The appointment of the Administrators to the Company does not of itself
constitute an Event of Default under this document.

Waratah Coal Pty Ltd and China First Pty Ltd have taken a security
interest over all the present and after acquired property of each of the
Company, QNIR and QNIM (Prior Securities). These securities pre-date
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Other documents

the securities given in favour of the Administrators and are registered on
the PPSR. The purpose of the Priority Deed is to regulate the competing
pricrities as between the Prior Securities and the securities granted in
favour of the Administrators, including to provide that the securities
granted in favour of the Administrators rank in priority to the Prior
Securities

An irrevocable power of attorney has been granted by each of QNIR and
QNIM (each a Principal) and provides the Administrators with all the
rights of a natural person to deal with any assets of a Principal from time
to time.

In addition, each document incorporates certain undertakings to be given
by the Principal to the effect that the Principal must not deal with the
Assets without the prior written consent of the Attorney.

The Joint Venture Agreement contains restrictions on the provision of
security and also the rights of QNIR and QNIM in any assignment or sale
of its interest in the Joint Venture. A Side Letter provided by QNIR and
QNIM addresses certain of these restrictions and requirements.

The Indemnity is in addition to statutory indemnities. We have not received any other
indemnities or upfront payments that should be disclosed. The indemnity and securities will
not impede our independence including because there are no conditions which will impact the
objectivity of the voluntary administrators and the indemnity provided is essential to enable
the voluntary administrators to perform their duties.
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............................................

............................................

Stefan Dopking

Date: 27 January 2016

NOTE:

1. If circumstances change, or new information is identified, we are required under the
Corporations Act 2001 and the ARITA Code of Professional Practice to update this Declaration
and provide a copy to creditors with our next communication as well as table a copy of any
replacement declaration at the next meeting of the insolvent’s creditors.

2. Any relationships, indemnities or up-front payments disclosed in the DIRRI must not be such that
the Practitioner is no longer independent. The purpose of components B and C of the DIRR! is to
disclose relationships that, while they do not result in the Practitioner having a conflict of interest
or duty, ensure that creditors are aware of those relationships and understand why the

Kelly-Anne Trenfield

Quentin Olde

Practitioner nevertheless remains independent.



Message from Clive Mensink (29-01-2016)
Managing Director Queensland Nickel Pty Ltd

When Clive Palmer companies acquired Queensland Nickel Pty Ltd (QN) in
2009. the price of Nickel was around $7 a pound. When | made the decision to
make redundancies at Queensland Nickel the price had been as low as $3.50 a
pound. In 2009 | estimate QN production cost was close to $8 a pound today
seven years later its closer to $4 a pound. QN improvement and efficiency in
productivity are the best in any industry in Australia in the period of ownership
of Mr Palmer. That is a fact. Also we have broken every production record
since 1974.

In 2009 the Queensland Labor government wanted assistance in keeping QN
operations going because of the significance to the North Queensland
Economy. In 2009, it was estimated that QN provide 2,400 jobs in the
community. QN is the largest Private employer in North Queensiand and the
largest import user of the Townsville Port with up to 4 million tonnes of nickel
ore delivered PA. QN exports are between $600,000,000 to $700,000,000 each
year and it provides approximately $1.4 billion dollars a year to the Townsville
economy. QN workers’ pay approximately $50,000,000 each year in group tax
and the company pays around $20,000,000 each year in GST. QN is responsible
for payments of $12,500,000 a year to the Queensland Government. The
current structure under which QN operates was established in 1991 when the
Queensland Government held more than 25% of the shares in QN and
provided substantial guarantees to ore suppliers and other creditors.

Since 2009 QN has invested over $4,000,000,000 in North Queensland’s
economy by its operations and kept thousands of people employed each year
which would have had no jobs over the last seven years if it was not for the
actions of the new QN Management in the company from 2009. While the
press concentrates on issues which have no bearing on the operations or the
decisions | took to place the company in administration | thought that this is a
good time to set the record straight in respect of recent events.
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In the last 12 months around 22,000 jobs have been lost in the Queensland
Resource sector primarily because of falling commodity prices. The media have
failed to cover those tragedies and its disappointing how the media and
politicians try to benefit from our company misfortune. It has been an
extremely poor performance from government there has been little of no real
action to support the workers and the communities that have been
devastated. Unfortunately, most of the companies have just closed down and
closed operations permanently. The actions at QN should not be seen in that
light. It needs to be clearly understood by current and former workers and
management of QN what QN has done and what our strategy has been.
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The prime reason for QN administration and associated events is the price for
Nickel which is at its lowest for 15 years and as state previously was around
half what it was when BHP wanted to close the plant. QN performance is more
than twice as good as BHP management.
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During the weeks prior to the redundancy QN management team was working
on plans to improve further our existing operations and how QN could keep
the maximum number of people employed in this low Nickel price
environment various options and cash flow model were considered QN actively
sought financial assistance which was looking positive. | determined firstly on a
cash flow basis there would have to be a reduction in workers and output to
provide QN with a positive cash flow to continue. In this regard we had to
make 237 employees redundant and when each of those employees were
made redundant they left their employment with two weeks’ wages which had
already been paid in advance. | immediately took steps to have their
entitlements calculated. | then had to consider the impact and likely impact of
future creditors and other financial efforts and | formed the view that QN best
chance of survival and restructure was for QN to go into administration. Once
the administrator is appointed he or she has the power to decide how
entitlements will be dealt with, my powers as a Director are suspended during
administration. When we consider that there is approximately 2400 jobs in
Townsville dependent on QN activities in one form or another by reducing the
QN workforce by 237 jobs and restructuring operation QN has effectively
saved 2150 jobs by continuing to operate in administration. It would have been
easier and less controversial to do what other resource companies have done
and just close operations and not be concerned about the over 2000 families
that depend on our operations.

We recently celebrated 40 years in operation in Townsville and | firmly believe
QN is capable of operating another 40 years in Townsville. QN can emerge
from this administration a stronger company.

The reports in the Press about the management team are untrue. | hope the
administration will properly investigate and deal with these matters. | have
refrained from public comment and have not attended this meeting as, like
you | am a creditor of the Company. | and our shareholders wanted all
creditors including the workforce to feel free to raise any concern they may
have with the administrators without being in any way restricted by my or our
shareholders presence at the meeting. The operations are ongoing and employ
over 550 people and impact another 1600 jobs in Townsville. Queensland
Nickel must continue to provide the security for our community to function.



On a personal note how anyone could attack the strong commitment Clive
Palmer has shown to Townsville since 2009 is difficult to understand. He
invested his money to save our operations when no one else would. In good
times he gave away to staff 55 Mercedes Benz and over 1300 overseas
holidays. While 237 jobs have been lost because of low nickel prices we are
trying to save over 2,000 jobs. | don't see anyone else trying save jobs in North
Queensland.

The End.

From me personally, January 15" will always be a sad day in my life, losing
237 QN Employees.

To the 550 who have maintained your jobs, you are now charged with the
responsibility to act as the guardians of QN.

It is up to you to ensure our future.

The End

lan Ferguson.



