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the Gold Industry. McHugh explains Barnett is referring to State Royalties,
not GST and wishes to increase it to 5%. McHugh explains the lower miners
feel they will be affected the most as they are not tied in with state
agreements. McHugh plays a recording of Bruce McFadzean, Managing
Director, Catalpa who says his is not pleased the industry wasn't consulted.
McHugh plays a recording of Barnett who says he is looking into increasing
royalties, describing the increase as a ‘'modest' one. Woolf mentions the state
agreements affecting the larger gold companies were drawn up in the 1960s.
McHugh states that she spoke with the Association of Mining and Exploration
Companies also.
Interviewees: Babs McHugh, ABC
Duration: 8.07
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Royalties from regions

Tania Winter
Tuesday, 16 March 2010

A GROUP of Western Australian gold producers are awaiting feedback from
Premier Colin Barnett on a proposed royalty hike, which they say will seriously
jeopardise the future of the industry.

Speaking to a packed press room at the Paydirt Gold Conference in Perth

today, Association of Mining and Exploration Companies chief executive -
Simon Bennison said he was very concerned about the increasing royalty 3 1A
speculation, particularly as the premier had failed to consult industry. \
“We have engaged with the government to try and understand what the I e -;..‘__-'ﬂ[

government’s intent is and to make sure they don’t see the resource
sector as a soft touch in filling budgetary holes,” Bennison said.

“But really, where there is smoke there is fire and it would be helpful if
the premier put all his cards on the table.”

Gold Royalties Response Group spokesperson Les Davis, also the
managing director of producer Silver Lake Resources, echoed AMEC's
concerns, as did Bruce McFadzean of Catalpa Resources and lan Gordon
of Ramelius Resources.

Norman Moore

The GRRG was formed by a large group of WA gold miners wanting to convey their collective
opposition to any increase in taxation. Its members also include Crescent Gold, Saracen and
Swan Gold Mining.

The current gold royalty in WA is 2.5% and speculation from WA treasury is that this will
increase to 5%.

“We’ve invited Premier Barnett to meet with us and sent him a letter conveying that message
this morning,” Davis said.

“The proposed tax hike on the state’s gold miners will risk hundreds of jobs in this sector, and
would seriously and adversely affect the economic viability of many gold miners.

“Depending on who we talk to, the planned increase in gold royalty taxation is anywhere from 80
to 100 per cent and would have far-reaching implications for smaller or marginal mines.

“We are calling on the premier to clarify if the tax he is proposing will extend to the other 80 per
cent of mining projects in WA that are covered under state agreements, and not just target the
smaller end producers.”

Earlier, WA Minister for Mines and Petroleum Norman Moore told the conference that any
changes to mining royalties would only further distort numbers and widen the gap between what
BHP Billiton and Rio Tinto pay compared to the rest of the industry.

However, he would not be drawn into further comment, citing the impending release of the state
budget.

“l don’t have a problem telling BHP and Rio that they should be paying the full 7.5 per cent
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royalty on iron ore fines,” Moore said. .

“Any royalty increase would further distort the arrangement and it is a difficult situation to deal purp le
with.

communications

“So you have this unfortunate situation that if the government seeks to increase royalties it can
only do so for those companies that are paying Mining Act royalties and the government is not
constrained by a state agreement.”

Last month, Barnett gave both BHP and Rio a July deadline to begin paying extra royalties on
their Pilbara iron ore mines, ahead of their planned alliance, which still faces regulatory hurdles
in Europe.

The premier wants to use the Pilbara iron ore alliance to end the concessional royalties long
enjoyed by both majors, which would mean the 3.75% royalty rate would be lifted to 5.62% and
would apply to all recent iron ore projects.

The problem facing the government, particularly as it finalises the state budget, is the two sets
of rules which apply to the royalty regime.

Around 80% of mining companies in WA have their royalty rates covered under a state
agreement linked to the Mining Act.

In the case of BHP and Rio, they are paying a royalty concession on their iron ore fines as part of
a state agreement which can only be changed with the approval of all stakeholders.

To illustrate, Fortescue Metals Group, under its state agreement, pays a royalty rate under the
Mining Act of 5.8% which would increase to 7.5% under the new regime, whereas BHP and Rio
would face no change unless all parties agreed to do so.

“I think in hindsight, some of the State Agreement Act should have contained some flexibility,”
Moore said.

“That concession was brought in at a time when nobody wanted to buy iron ore fines back in the
1960s and it is just a pity that the agreement doesn’t allow a reassessment for royalties
depending on the changing circumstances.

“We are looking at all of the options available to government in terms of improving our revenue
sources and royalties are just one source.”

Independent Affiliated Firms Darwin | London | Melbourne | Sydney | Toronto | South Africa

Purple Communications Media Monitoring 2



. L |
Media Monitoring ity

Level 3, 28 Kings Park Road
West Perth WA 6005
PO Box 1896 West Perth WA 6872

P +618 6314 6300

17 MarCh 2010 F +618 6314 6355
purple@purplecom.com.au

www.purplecom.com.au

BUSINESS SPECTATOR ABN 37 108 802 366
http://www.businessspectator.com.au/bs.nsf/Article/Catalpa-to-restructure-10-million-
facility-3LB2T?opendocument&src=rss

Catalpa to restructure $10 million facility
6:36 PM, 16 Mar 2010

Catalpa Resources Ltd will restructure the $10 million mezzanine portion of the company's $65
million debt facility with Macquarie Bank.

To under take the restructure and accelerate growth the company announced a placement and
entitlement offer to raise $20 million before costs. The debt restructure will convert the $10 million
MLG into the existing PLF. There will be no change in Catalpa's total debt position but results in an
ongoing saving of 2.5% per annum.

Macquarie Bank will forego an entitlement to the issue of 6.06 million Catalpa options for an issue
of 500,000 Catalpa fully paid ordinary shares. A placement of 7.575 million fully paid shares at
$1.32 per share to raise $10 million before costs, a 5.6% discount to the 20 day VWAP is also
being undertaken to sophisticated investors.

The company is also offering a 1 for 10 renounceable entitlement offer at $1.25 a share, a 7¢
discount to the placement price.

Managing director Bruce McFadzean said the Edna May gold project remains within budget and
ahead of schedule with commencement of ore commissioning of the process plant in mid-April
2010. With a forward hedge book of 352,3170z at $1,557.5 per ounce the Edna May project and
30% share in Cracow gold mine is expected to produce strong operating cashflow.

STOCK DASHBOARD: March 16, 2010

Catalpa Resources

Closing Price: $1.44

Price change from previous trading day: -3.4%
Relative Strength (6 months percentile rank): 69.8
Market capitalisation: $280.2 million

Turnover volume: 456,995.0

Volume Index (1 is average): 2.03 $1.475 4 0.035
Turnover value: $672,437 150* at 17 harch 10, 11:15am
Turnover period: 3 years 5 months 138 - Ilhf’h'v“
Value of $1,000 invested 1 year ago: $1,644 EE _“"\jhwl
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We're rolled by gold royalty hike, say WA miners

e Andrew Burrell
e From: The Australian
e March 17,2010 12:00AM

GOLDMINERS in Western Australia are facing a hike in royalty rates of up to
100 per cent, in a move the industry claims could jeopardise smaller projects and
discourage investment in the resource-rich state.

Premier Colin Barnett -- who has refused to meet the industry to discuss the planned
tax hike -- confirmed yesterday that the WA government was considering raising
royalties for gold producers, but said any change would be "very modest".

The changes would be introduced in the state budget in May and could generate up to
$150 million a year in extra revenue for the government if applied to all producers.

However, some believe the hike might only apply to the state's smaller miners, with
big companies such as Newmont Mining operating under legislated state agreements
that are more difficult to amend.

Separately, Mr Barnett is attempting to end the concessional royalty rates on iron ore
enjoyed by mining giants BHP Billiton and Rio Tinto for decades at their Pilbara
operations.

That move is expected to raise an additional $300m a year to help plug the budget at a
time when WA is facing soaring expenses and flat revenues.

Mr Barnett said yesterday he would meet Rio chief executive Tom Albanese "in the
next few weeks" to discuss the royalties issue and the proposed BHP-Rio merger in
the Pilbara.

The Premier has accused BHP and Rio of failing to engage with the WA government
and has not met either Mr Albanese or BHP's Marius Kloppers since last November.

Mr Barnett said he was not surprised to hear of the gold industry's opposition to the
plan but it was unfair that goldminers paid a lower royalty rate (2.5 per cent) than
producers of other minerals.
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"We are looking at royalties in general but any change would be very, very modest if ‘
there is any change at all," he said.

purple
"| think it's a fair proposition that mining companies pay a fair and reasonable price in S
the form of a royalty which is the price they pay to purchase the mineral from the
people of Western Australia."”

Yesterday, a group of small-cap miners revealed they had formed a lobby group to
fight the proposal.

The group includes Avoca Resources, Norton Gold Fields, Silverlake Resources,
Catalpa Resources, Crescent Gold, Ramelius Resources, Saracen and Swan Gold
Mining.

Silverlake managing director Les Davis said he believed the government was
contemplating a royalty increase of between 80 and 100 per cent.

According to the government's most recent forecasts, it expects to collect $155m in
gold royalties this financial year.

Despite the lower royalty rate levied on the gold industry, Mr Davis said the sector
was "paying more than its fair share".

He said an increase in royalties would have a major impact on the cost of production
and on the profit margins for smaller miners.

The Association of Mining and Exploration Companies (AMEC) called on Mr Barnett
to consult with the industry over the changes.

"The Premier has made it very clear he doesn't feel he has an obligation to consult
with industry -- he has stated that,” said AMEC chief executive Simon Bennison.

"So we can only fear the worst at this stage and it would be helpful if the Premier
actually put the cards on the table so we could see exactly what we're dealing with."
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Gold miners unhappy about tax talk

Updated Tue Mar 16, 2010 10:32pm AEDT

Smaller gold miners say it's unfair to target them in considering a rise in royalty payments. (Perth Mint)

Western Australia's emerging gold companies say the state government's plan to raise
royalty taxes will be a big blow to future exploration.

WA gold producers already pay about two hundred million dollars in royalties each
year.

The royalty system is currently under review and is set to be overhauled in the May
budget.

The changes would mostly affect small companies, which constitute 20 per cent of the
industry and do not operate under state agreements.

Bruce MacFadzean from Catalpa Resources says the changes unfairly target
companies such as his.

"I think this approach of having a crack at a smaller part of the resource industry is
probably not quite reasonable," he said.

"We're in the last month of a $100 million project construction and all of a sudden
we're here facing a battle of an increased cost to the operation."

lan Gordon from Ramelius Resources agrees.
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"And it's really the small end of town that are taking the biggest risks in terms of gold .

mining in Western Australia."”
purple

communi

The gold miners want to meet the Premier to discuss the changes.

For his part, Premier Colin Barnett says any increase in gold royalty rates would be
modest, if the rates are increased at all.

" No-one likes to pay more and | can understand the gold industry feeling that, the iron
ore industry, but we are not proposing radical changes to royalties but we are looking
at the royalties system, we need to.

"This may be a period of increasing prosperity but the demands on the West
Australian Government are immense."
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Miners brace for royalty
hit as Barnett fuels fears

KATE EMERY and PHILIPPA PERRY
Premier Colin Barnett has given the
clearest indication yet WA’s gold pro-
ducers will be hit by higher royalties,
saying there is an anomaly in the way
the tax is applied that nceds to be
addressed.

But he was quick to insist that any
rise would be modest and there would
be no radical changes to the way royal-
ties were applied.

His comments come after criticism
from the gold sector that a rise in
royalties could deter investment in the
State and threaten the viahility of
existing mines and projects.

There arc also concerns that junior
miners are being unfairly targeted
because many of WA’s biggest miners
— such as Newmont Mining, which
owns the Boddington mine — have
State Agreements that would exclude
them from an increase in royalties.

Asked yesterday if the gold sector
had reason to fear that the May Bud-
get would include higher royalty rates
Mr Barnett said: “Well, 1T suppose
they do.

“I was the Minister who actually
introduced a gold royalty where there
was no royalty at all so maybe they
think I’ve got form.

“T’he way in which the gold royalty

applics means that it’s a lesser rate of
royalty than would apply to other
metals. There’s an anomaly there and
that would be looked at.

“No one likes to pay morc and I can
understand the gold industry (having
concerns) . . . but we are not propos-
ing radical changes to royalties — we
arc looking at the royalties system. We
need to.”

The Government has previously
flagged a revamp of the State’s Mining
Act but has yet to clarify how signif-
icant any increase to royalties would
be or whether gold royalties were
being specifically targeted.

In WA, bulk materials, such as iron
ore, attract a royalty of 7.5 per cent
compared to 5 per cent for metals that
are exported as concentrate and 2.5
per cent for metals, like gold, that are
exported in metallic form.

Of the $3.2 billion in royalties col-
lected by the WA Government in
2008-09, just 4 per cent came from
the gold sector, compared with 60 per
cent from iron ore.

Association of Mining and Explo-
ration Companies chief executive
Simon Bennison said he was “very
concerned” abhout the degree of
uncertainty  surrounding  possible
royalty hikes, arguing the

Government should first consult with
industry.

“This sort of speculation is going 1o
do nothing to encourage onshore and
offshore exploration in Australia,” he
said.

“The ramifications of what may
appear to be, on face value, a minor
percentage change to royalty calcula-
tions can be disastrous for project and
mineral sector viability.”

Concern over what higher royalties
could mean for the junior gold sector
has already prompted eight compa-
nies including Silver Lake
Resources, Avoca Resources, Catalpa
Resources and Ramelius Resources —
to form the Gold Royaltics Response
Group.

Ramelius Resources chief executive
Tan Gordon said higher costs would
reduce the funds directed to
exploration.

“(If royalties increase) companies
like ours will certainly start directing

exploration funds elsewhere,” he
said.
Catalpa chiel executive Bruce

McFadzean said there was also a risk
that if WA’s reputation was damaged,
companies would (ind it harder to
attract investors to raise cash.

Heavy hitters: Newmont chief Richard 0'Brien and Premier Colin Barnett atlast month’s opening of the Boddington Gold Mine
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