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Introduction to Extension Hill Pty Ltd (EHPL)

EHPL’s Extension Hill Magnetite Project (EHMP) is well advance and on track to
commence operation in thé& guarter 2014.

The attached power point presentation provides a good summary of EHPL and the
EHMP. We would be happy to meet with the ERA to present the presentation.

Following is an extract from the presentation setting out the project development
schedule. The IS is the Implementation Study, which is the Front End Engineering
Design for the project.

EVENT DATE STATUS

Feasibility Assessment 1Q 2006 [Complete

Environmental Approvals 4Q 2007 (Complete

Equity Funding 4Q 2010 Complete

Award Implementation PMC 1Q 2011 [EOI/ RFP Issued

Debt Funding 4Q 2011 Mandates Issued, Banks
Engaged

Implementation Plan / FEED 4Q 2011

Final Investment Decision 1Q 2012 Aligned with IS and Debt
Timing

Groundbreaking 1Q 2012

Commissioning 30 2013 Aligns with WPC 330 kV
power

First Concentrate on Ship 4Q 2013

Nameplate Achieved 2Q 2014
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EHMP Demand

The estimated demand for EHMP is,
* Mine site 125MW
e Geraldton Port 20MW
» Tathra bore field 2MW
* Midline pump station 3MW
e Total 150MW

The Tathra and Mid Line pump station loads will be 33kV connections out of Three
Spring.

The total energy is estimated at 1,2100GWh per annum.
Project Expansions

The 600 million tonnes of concentrate resource can support a 20Mtpa increase for 20
years. The total resource of 8Bt of resource can support multiple expansions and a much
longer life. While planning for stage two has not commenced, it is likely to do so in the
second or third quarter of 2011 and be for 20Mtpa. It is likely that a second 20Mtpa
expansion will follow that.

Should these staged increases materialise the demand would increase proportionately as
shown below.

Capacity MW | Energy GWH| Cumulative MW,  Cumulative GWh pa
Stage 1 150 1,100 150 1,100
Stage 2 300 2,200 450 3,300
Stage 3 300 2,200 750 5,500

It should be noted that the load is base load supporting 24 hr 7 day a week operations.
Networ k Connection Requirements

EHPL has secured a corridor from Three Springs to the EHMP mine site, a distance of
145km for its dedicated 330kV connection. The construction is likely to be dual circuit,

to cater for future mine expansions. The map below shows the line route that has been
secured by EHPL after lengthy negotiations
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Proposed Route

Three Springs to mine si145kn
Eneabba to Three Springs 67 km

The Mid West Energy Project as proposed by WPC is crucial to the EHMP, as is the
extension to Three Springs by KML. However, if KML is unable to build this section of
line EHPL is ready and able to do so.

Theneed for Northern Augmentation

EHPL attaches its submission to WPC'’s first round consultation paper, as it summarises
our position on most issues.

In WPC'’s statements regarding the Geraldton supply, it has explicitly addressed only the
normal underlying growth associated with the base case, while the statements regarding
the Southern Section relate solely to the central and high case. There is a disconnection
between the planning approaches of the two sections, as Northern Section augmentation
uses the base projection and the Southern Section the central and high case. They should
be the same.

As can be seen from the EHMP Stage 1 demand, it alone brings on the need for a
Northern Section augmentation.
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The Approach to the Northern Augmentation

There is a great risk that in the current regulatory setting, the next increment to Geraldton
north of Eneabba and Three Springs could be driven to a 132kV augmentation. WPC
hints at a 132kV augmentation from Eneabba to Geraldton in 3.5 paragraph 3 as below,

There is a 132kV network reinforcement option (Eneabba to Geraldton) available
to provide an incremental increase in network capacity that will serve the
underlying load growth needs of the region. However, this option does not
provide any opportunity for new developments in the region. These industries
have high potential for being realised, but have vastly greater power demands
than the existing network is able to provide and their progress has been impeded
to date due to this limitation. To enable development of these industries, a
network augmentation that provides an ‘order of magnitude’ increase in network
capacity is required.

The paltry life gained out of the Pinjar to Eneabba dual circuit 132kV augmentation of
2004 is a clear demonstration of the nature of the non-linear physics of power
transmission lines. Once a transmission system encroaches on its inherent transfer
impedance characteristics, enhancements at that voltage level are marginal, since small
load increases create an increasingly disproportionate increase in detrimental effects,
such as volt drop, thermal limitations, stability, both voltage and real.

The Mid West has passed that level and now requires a step change in voltage.
Incremental augmentation at 330kV construction is the only sensible approach to the
design and delivery of this fundamental back bone transmission system. An augmentation
may be run at 132kV for a bit as it is in the Southern Section planning, but the assets
must be designed to be compatible with 330kV operation.

EHPL urges WPC to proceed quickly with planning for the Northern Section
augmentation.

Shared Transmission Networ ks (Confidential)

The following sections address the issues raised in the ERA’s issues paper.
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Submissions are invited from interested parties on whether Western Power:

= gave all interested parties a reasonable opportunity to state their views on

the major augmentation proposal and to propose altemative options; and

had adequate regard to the views and alternative options that were
submitted.

EHPL provided a detailed submission to WPC'’s first round invitation to provide
comments on their consultation paper dated, July 2010.

WPC provided a one on one meeting with EHPL, where EHPL’s submission was
discussed point by point.

EHPL has been very satisfied with the level of information provided and the consultation.

EHPL contends that WPC'’s process of identifying alternatives, and the consideration
given to each, has erred on being over worked. Given the load projections and the nature
of loads included in the high case, the selected option is the only sensible one.

As set out above, EHPL has moved from being prospective to having commenced the
development process, which further supports WPC'’s proposed augmentation approach.

EHPL’s demand is substantial and will likely precipitate the need for running the second
side of the Neerabup to Three Springs 330kV line at 330kV, to provide adequate
reliability and compliance with the technical rules N-1 criteria and potentially a number
of other technical rules.
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As far as we know, WPC has not carried out the studies necessary to determine these
issues, but EHPL can state that the load shedding regime accepted by KML to enable
WPC to seek a derogation of the N-1 technical rule is unlikely to be acceptable to EHPL.

The circumstances under which load shedding, and time the load would have to remain
disconnected, will increase dramatically with EHPL’s load added to KML'’s load. This is
likely to arise due to the impact that the load shedding of approximately 250MW,
130MW EHPL and 120MW KML, will have on the South West Interconnected System.
For overnight situations, there is a high likelihood, that in this situation, generators will
shut down, as they will already be running at their minimum stable operating load, and
the loss of such a large block of load is likely to drive them into unstable, low load
operation. To protect the machines, protections systems are likely to shut some down.
With some generation then unavailable, alternate plant will have to be started to enable
the shed load to be reconnected, all taking time and adding cost the system connected
customers.

Submissions are invited from interested parties on whether the forecasting

methods adopted by Western Power are consistent with good industry practice and
form an appropriate basis for the consideration of alternative options for increasing
capacity of the electricity system in the Mid-West region.

EHPL points the ERA to our submission to WPC'’s first round consultation, where we
make the point that EHPL’s stage 1 and Karara’s stage 2 should be considered in the
central case. EHPL'’s stage 2 should be considered in the high case. It is our contention
that the load projections are very conservative.

WPC also makes the point on a number of occasions that the load projections are
conservative, such as.

* WPC states on page 7 under “Load Forecast” that “This proposal relates
specifically to the central and high forecasts cases.” EHPL concurs strongly with
this statement.

* Further WPC States,
There is some argument that the central and high scenarios are conservative
given that no additional “unforeseen” loads have been included in these
forecasts. However, balancing this view the loads included do represent an
“order of magnitude” increase in relation to the existing network loads.
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Submissions are invited from interested parties on whether Western Power's
feasibility analysis of alternative options is reasonable and robust; and whether
Western Power has adequately justified the elimination of certain altemative
options for reasons of technical infeasibility or the provision of insufficient capacity
to meet demand.

EHPL contends that WPC has been thorough and has properly discriminated between the

options to select the most appropriate augmentation.

Submissions are invited from interested parties on whether the approach applied
by Western Power in the assessment of net benefits is appropriate.

EHPL points the ERA to its submission to WPC’scbnsultation paper on this topic,

where it makes the case, that in addition to the financial NPV case being in favour of the
dual circuit 330kV option, there are substantial other benefits that have not been given

much weight, such as,

* It maximises the long term use of scarce corridors, and leaves the second
Moora corridor free for the future. Given the potential loads in the region
the second 330KV line through Moora may be needed sooner than later.

» It improves reliability in the Mid West, as the 330kV steel lattice tower
construction is inherently far more reliable than the existing wood line

poles (this is not discusses at all)

» the impact on farmers and private landholders is reduced as access for
inspections, maintenance and emergency repairs is significantly lower for
the new power line than the old wood structures. The risks to land owners
are, infringement of bio-security plans, one risk being the spread of weeds
which has significant cost implications. Further safety is improved as the
clearance under the power lines allow all normal farm plant to pass under
the line with our taking any special precautions. The risk of fires from pole
top fires, conductor clashing and lightening strike are all reduced with
steel lattice towers. Given the recent incident of severe fires in crops and

bush lands, this provides a significant risk reduction and benefit.

» the support and confidence the project will give to regional businesses

looking to set up in the mid west is significant.

The NPV approach by the ERA provides a qualitative assessment of the benefits.
However, EHPL contends that significant, public, “backbone” infrastructure projects,
such as the Northern Section, must be able to get up earlier than otherwise, if the whole

range of benefits is also includes.
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