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QMAG Overview — What is Magnesia?

Is produced from magnesite (natural) and seawater/brines
(synthetic).

Has one of the highest melting points of all minerals (2,800 C).
Is non reactive at high temperatures.
Is an alkali (neutralises acid).

Three types of magnesia:
» Calcined Magnesia (CCM). Produced at 1,000 C.
 Deadburned Magnesia (DBM). Produced at 2,000 C.
» Electrofused Magnesia (EFM). Produced at 3,000 C.
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QMAG Overview — How Iis Magnesia used?

DBM and EFM used mainly in the refractory industry to line
furnaces. Essential raw material for production of:

e Steel
e Cement
e Glass

CCM used more as a chemical in a variety of markets:
» Agriculture (fertiliser and feedstock)

Nickel, copper and cobalt

Iron and steel

Pulp and paper

Waste and water treatment (environmental remediation)

Food and pharmaceuticals
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QMAG Overview — Business Description

Commenced production in the early 90’s.

A natural producer.

One of the world’s largest and highest quality producers.

Only producer making CCM, DBM and EFM.

Producing 210,000tpa. 15% of world high grade market.

$42M expansion commenced. Production grows to 325,000tpa.
World’s most modern plant using latest technology.

Main energy source is natural gas.

Replacement cost of plant > $400M.
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QMAG Overview — National and Community Impact

Sales revenue A$130Mpa growing to $190Mpa.
Export revenue $100Mpa growing to $150Mpa.

One of the largest employers in local community.
Directly employs 350 people growing to 450 people.
$30Mpa spent in local community growing to $50Mpa.
Resource life > 40 years.
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QMAG Overview — Health, Safety and Environment
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LTIFR has fallen over time while production has increased.
Category 1 environmental rating with EPA.
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QMAG Overview — Markets
100,000tpa DBM growing to 135,000tpa:

» Steel refractory markets

30,000tpa EFM:

» Steel refractory markets

80,000tpa CCM growing to 160,000tpa:

» Agriculture (fertiliser and feedstock)

Nickel, copper and cobalt

Iron and steel

Pulp and paper

Waste and water treatment (environmental)
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QMAG Overview — Markets

B Europe 34%

O N America 9%

Bl Australia/NZ 24%
O Africa 22%

O Asia 8%

B S America 2%

QMAG has a high dependency on export markets.
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QMAG Environmental Management — Mine

Large landholder with 5,000 hectares of prime grazing land.
Successful ongoing rehabilitation of mined land.

Mining and processing practices have reduced long term
environmental impact to negligible levels.

120 hectares of rehabilitated land being used productively for
cattle grazing, hay production and tree growing.

Rehabilitated land has higher productivity than before mining.
Category 1 rating from Qld EPA for environmental performance.

One of only a few mines in Queensland to achieve this rating.
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QMAG Environmental Management — Mine
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QMAG Environmental Management — Mining
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QMAG Environmental Management — Rehabilitated Land
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QMAG Environmental Management — Processing Plant
Operating a large mineral processing plant within an industrial
estate but with nearby residential development.

The environmental performance is on show.
Operating the world’s most modern plant and technology.
Using natural gas as primary energy source (coal seam methane).

Employing efficient energy practices.
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QMAG Environmental Management — Processing Plant
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QMAG Environmental Management — Processing Plant

QOMAG

Residential
development
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QMAG Greenhouse Gas Emissions — QMAG Position

Submission forwarded to the Prime Ministerial Task Group on
Emissions Trading in 2007.

Policy response needs to be globally based and flexible as the
science surrounding climate change evolves.

Supports an ETS provided it is global.

Opposed to non global ETS which risks moving production to
countries where there are few or no controls on emissions.

Supports concept of protection for TEEI industries such as QMAG.
Opposed to a carbon tax.

Investment decisions require regulatory certainty.
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QMAG Greenhouse Gas Emissions — Process Emissions

Magnesite into magnesia:

1000C

Magnesite Magnesia  + Carbon Dioxide
(MgCO:3) (MgO) (CO2)

Approx 50% of the weight of magnesite is evolved as CO:a.

250,000tpa CO2 emitted annually from this process reaction
growing to 380,000tpa.

This accounts for > 50% of QMAG's total emissions.

These process emissions cannot be subject to targeted
reductions without reducing or ceasing production.
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QMAG Greenhouse Gas Emissions — European Union ETS

Permits allocated consistent with potential to reduce emissions.
Process emissions cannot be reduced.

Austria gives special consideration to process emissions.
Austria has a large magnesia industry.

Competition from countries outside EU taken into account.

EU member states treat magnesia as TEEI industry.
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QMAG and China

China is the world’s largest magnesia producer, dominates world
magnesia trade and is a key competitor to QMAG.

China has poor HSE practices and was responsible for reducing
prices in the 1990’s, closing down most of the western industry
that had adopted clean technology.

China has not adopted world best practice for magnesia
production.

China is a high emissions intensity producer — using coal and oil.

China is not contemplating the implementation of an ETS.
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QMAG and China

QMAG has the world’s most modern and clean technology.

QMAG uses natural gas as primary energy source but is also a
significant user of coal fired electricity.

QMAG is a TEEI producer.
Magnesia is an extremely competitive business.

QMAG would not be able to pass on any additional costs
associated with an ETS or similar arrangement.

If OMAG was forced to cease operation under a dramatic
emissions reduction policy, production would move to China.

This would be a far worse global outcome, as well as a severe
economic impact on the Rockhampton community.
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QMAG Summary

Is a key contributor to the economic and social well-being of
regional Australia.

Is a small to medium enterprise and the main producer of
magnesia in Australia (95%).

Does not have an industry voice such as coal, electricity, cement.
Uses modern technology and adopts world best practice.
Supports a globally based ETS.

Is a TEEI business.

Produces a large proportion of process emissions.

Competes with China which is not contemplating an ETS and the
EU which treats the magnesia industry as a TEEI industry.
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Haicheng — Key Chinese Magnesia Producing Area
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Rockhampton — Key Australian Magnesia Producing Area
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