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Thursday, 20 July 2017

Mr Stuart Wright
Inquiry Secretary
Legislative Council
Parliament House
HOBART TAS 7000

Via email: kif@parliament.tas.gov.au

Dear Mr Wright

RE: Legislative Council Government Administration Committee ‘A’ - Inquiry into
King Island Freight Services

This submission is in response to the above Inquiry established by the Legislative
Council of Tasmania.

King Island Scheelite Limited, is the 100% owner of the tenements on which the Dolphin
Project is situated in Grassy, on the South-East coast of King Island. The Mine was
originally opened in the early 1900’s and produced a significant amount of the world'’s
Tungsten during the years it operated. The township of Grassy, Grassy Harbour, both
Grassy Dams and all associated infrastructure, to support a population of over 1,000
people were all constructed by or for the mine during its operation. The mine closed in
the 1990’s due to low world tungsten prices.

As there remains a significant amount of tungsten resources within the tenements,
redevelopment of the mine has been seriously considered in the last few years. Asa
precursor to redevelopment, the Dolphin Pit in 2015, was drained of 3,750MI of
freshwater having obtained all environmental approvals. An extensive drilling and
geological testing programme followed this to confirm the quality and quantum of the
resources remaining.

The attached Australian Stock Exchange release (Appendix A), amongst other, confirms
that approximately 86,000 tonnes of tungsten remains at the Dolphin Project. The latest
Feasibility Study, currently being completed, envisages that this will be mined,
processed, and shipped off the island at an annual rate of approximately 2,500 tonnes of
pure tungsten. As we will not be producing a refined product, this converts to
approximately 4,000 tonnes of concentrate to be shipped from the island every year.
This concentrate will be shipped from the island in sea containers to refining facilities
across the world.

The major use for tungsten is in what are termed hard metals, generally, these contain
tungsten and carbides, which gives them a hardness that is close to that of a diamond.
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They are therefore useful for applications that require extreme abrasion resistance, such
as drilling bits, cutting tips and as an important element for hardening steels and other
alloys.

Although the price of tungsten declined significantly between 2011 and 2015 it has
experienced a period of stability and slight increases of late. Although the latest
Feasibility Study does indicate that our operating costs are below current market prices
a significant unknown and potentially a deterrent to any capital investment, which
would approximate A$90 million, is the coordination chain currently facing exporters
shipping goods off the island.

The transport and shipping task is a crucial component of the project not only for
shipping out tungsten concentrate but also bringing in construction materials, plant and
equipment and large volumes of consumables including diesel for mobile vehicles and
producing power.

Of particular concern to our Company is that one of the terms of reference of the Inquiry
is: “3. The adequacy of the current port facilities on King Island and ports in North West
Tasmania that may service King Island;”

This, to us implies that a direct shipping option from King Island to Melbourne has been
ruled out by the Tasmanian Government. This makes the trip to Melbourne
approximately 332NM as opposed to approximately 138NM direct from King Island to
Melbourne, in addition it requires rehandling in Tasmania, both of which are avoidable
additional costs.

By way of illustration, the cost of shipping from King Island to Devonport and then from
Devonport to Melbourne is estimated to beA$3200.00 per 20-foot container, holding 20
tonnes.

Due to the similar distances and freight task KIS has assumed, for comparison purposes,
that a direct route from Grassy to Melbourne would cost no more than from Melbourne
to Devonport.

This we estimate will cost around AS1,749.00 per container. An estimated annual saving
of approximately A$300,000.00 per year on exports from King Island.

In addition, KIS will ship approximately 50 containers of consumables in, inclusive of
diesel, per month. Using the same assumptions as above, total shipping costs via
Tasmania will amount to approximately A$1,920,000 per year. Whilst a direct shipping
would cost approximately A$1,050,000 resulting in a saving of well more than a million
dollars.

Itis appreciated that the Grassy port has significant restrictions about size of vessels
entering and turning in the confined space, however it is worth mentioning that the
Company is soon anticipating final authority from EPA to reclaim land from Bass Strait
using material excavated from the redeveloped Dolphin Pit. As with the development of
the current breakwater in the 1970’s, by the then mine owners, we are prepared to
assist, wherever possible, in enlarging and improving the shipping facilities at Grassy
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port using material from the mine. This would be a low cost option of increasing the
capacity of the Port which may not be available in the future if advantage is not taken
during the proposed redevelopment of the Dolphin Pit.

When redeveloped the mine will be competing on the international market with its
product as such we will require every aspect of the business to be internationally
competitive.

We would greatly appreciate an opportunity to present further information to your
committee during future public hearings.

If you have any queries regarding this matter please do not hesitate to contact me on

0416 125 449

Regards

Johann Jacobs
(Director King Island Scheelite Limited)
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Updated Resource Statement
April 2015

KING ISLAND'

SCHEELMRT

ASX: KIS

Market Capitalisation $24.3 million

Shares on Issue 152.0 million

52 Week High 16.5 cents

52 Week Low 10.5 cents

Share Price 16.0 cents

Board of Directors
Johann Jacobs Chairman
Allan Davies Director

Chris Ellis Director

Tungsten APT USD 25,750 / tonne (21
April 2015)
King Island Scheelite Limited (KIS)

through its 100% Dolphin Project on
King Island, Tasmania is one of the
world’s richest tungsten deposits and
could meet a significant proportion
of the world’s tungsten requirements
over a minimum 13 years.

King Island Scheelite Limited
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Revised Dolphin Resources Statement in compliance
with JORC 2012 recently issued, indicating:

o Total Resources at 0.2% WO; cut-off of 9.60 Mt at
0.90% WO; yielding 86,400 tonnes WO3

o Total Resources at 0.5% WO; cut-off of 6.62 Mt at
1.14% WO3 yielding 75,470 tonnes WO;

This Resource estimation has resulted in a reduction of
Resource tonnes of 12% from the previously reported
Resource (July 2014) but with an 11% increase in WO3
grade (0.81% to 0.90%) and consequentially a negligible
(~1%) reduction in “contained metal”.

The major consequence of the Resource update on the
project economics is that essentially the same amount
of concentrate can be produced by mining and
processing around 90% of the ore, resulting in
significant savings to both operating and capital costs.

Work is currently progressing on converting a
significant proportion of these resources into reserves
and quantifying the potential operating and capital cost
savings.

King Island Scheelite Limited (ASX: KIS) is pleased to announce an
updated Resource Statement for its 100% owned Dolphin project on

King Island, Tasmania.

Following a drilling programme in the last calendar quarter of 2014
comprising 42 diamond core-holes for 1,660 metres of drilling the
Company has, together with its historical data, updated its 2012

JORC compliant resources to be:

Table 1. Dolphin Indicated Mineral Resource

0.20% WO; cut off

0.5% WO; cut off

Mt WO;% Tonnes WO,

Mt

WO; %

Tonnes WO;

9.6 0.90 86,400

6.62

1.14

75,470




For comparison the previous Resource Statement (July 2014) estimated the following Resources.

Table 2. Dolphin Indicated Mineral Resource (July 2014)

0.20% WO, cut off (414) 0.5% WO; cut off (410)
Mt WO, % Tonnes WO; Mt WO; % Tonnes WO;
10.82 0.81 87,630 7.06 1.06 74,890

The revised resource is anticipated to enhance the project economics by enabling the same amount of
tungsten in concentrate to be produced by mining and processing around 10% less ore. The amount of
overburden required to be removed to uncover the ore is not anticipated to change materially.

The updated Resource Report (appended below) also divides/categorises the overall Dolphin
Resource into that area which is anticipated to be mined by Open-cut methods and that area that is
anticipated to be mined by Underground methods (using a 0.2% WOj3; and 0.5% WO; cut-off grade
respectively). The Open-cut Resource area is delineated by -140 m RL (the depth of the proposed “7
year pit”) and Easting 220250 E which is a line that defines the easterly limit of a potential mining
operation without the requirement to construct a membrane cut-off wall beyond the existing coast-line.
The Underground Mining area is the deeper area of resource to the south and east of the Open-cut
mining area. The break-up of the overall Resource into these components is shown in Table 3 below.

Table 3. Dolphin Indicated Resource by location

Open Cut Resource > 0.20% WO; cut off Underground Resource > 0.5% WO; cut off
Mt WO; % Tonnes WO, Mt WO; % Tonnes WO,

412 0.74 30,490 4.16 1.20 49,920

Mine Planning and Design work is in progress to convert the Open-cut mining area (which is
anticipated to be extracted in the first 7 years of the proposed Dolphin mine life) from Resource to
Reserve. Based on previous studies for a 4 year open-cut mine life the conversion ratio (Resource to
Reserve) was around 90% and it is anticipated that the conversion ratio in this larger area will be
similar.

Reserve Statements for the open-cut Resource area and revised project economics based on the
higher grade Resource will be released to the market in the next 4 to 6 weeks.

Johann Jacobs
0416 125 449
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Compliance Statements

The information in this Report that relates to JORC Mineral Resources estimate was prepared in
accordance with the 2012 Edition of the ‘Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves’' (“JORC Code") by Tim Callaghan. Mr Callaghan has sufficient
experience that is relevant to the style of mineralisation and type of deposit under consideration and to
the activity being undertaken to qualify as a Competent Person as defined in the 2012 Edition of the
Australian Code for Reporting Exploration Results, Mineral Resources and Ore Reserve. Mr Callaghan
consents to the inclusion in the report of matters based on his information in the form and context it

appears.
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Tim Callaghan — Resource and Exploration Gealogy
TECHNICAL MEMORANDUM
DOLPHIN RESOURCE ESTIMATION 2015

King Island Scheelite (KIS) is re-assessing the re-opening of the Dolphin Scheelite
Mine through re-accessing and expanding the historic open cut mine followed by re-
accessing remnant resources contained in the historic underground mine workings.
Following dewatering of the historic open cut, KIS completed an infill/resource
definition drilling program in the base of the Dolphin pit between October 2014 and
January 2015. A 42 hole diamond drilling program was completed for 1659.9m.

The world class Dolphin Scheelite Mine operated intermittently from 1917 until its
closure in 1990. Mining commenced as an open cut before a decline accessed
underground mine was established in the 1970's to access the deeper eastern end of
the deposit. The underground operation recorded a total production of 2.6Mt @
1.0% WO; up to 1990 before low tungsten prices ceased operations.

The Dolphin Mine is hosted in calcareous volcaniclastic sediments near the base of
the Grassy Group. Scheelite mineralisation is associated with calcareous skarn
developed adjacent to the contact of the Lower Grassy Group and the Grassy
Granodiorite. Mineralisation is localized in and around two main carbonate horizons
termed B lens and C Lens as well as occurring in calcareous sediments known as
the Banded Footwall Beds. Mineralisation is best developed in the C Lens where it is
in proximity to faults. C Lens has three principal mineralized horizons, the most
significant of which is the high grade Upper C-Lens garnet hornfels in the centre of C
Lens. The Lower C-Lens consists of lower grade banded pyroxene-garnet hornfels.
At the top of C Lens is a pyroxene-garnet hornfels (PGH) that contains less
consistent scheelite mineralization.

The host sequence dips shallowly south east, steepening in proximity to the Decline
Fault. The deposit is bound to the south by the Grassy Granodiorite, the north by the
northern boundary fault and the east by the Grassy River Fault. The Decline Fault is
a brittle-ductile shear which has attenuated and down warped the Grassy Group on
its eastern margin. Mineralisation extends over 1150m in strike length by 750m in
width and extends from 80m above sea level in the west plunging to -380m in the
east. B lens mineralisation is between 3 and 30m in width and C lens 3 and 40m in
width. Near mine resource extension is limited in the far southern and western areas
but may have significant potential between the Decline Fault and Grassy Fault to the
south where the faults diverge.

This resource estimation is based on historic and recent drilling data, geological
sections and mine infrastructure plans. The drillhole data has been provided in
digital format by KIS and was used for the previous 2005 and 2010 estimates with
minor modifications and additional drill hole data. King Island Scheelite (KIS) have
drilled a series of confirmatory and geotechnical drillholes between 2005 and 2015.
Data and geological interpretation is assessed to be of good quality and suitable for
resource estimation. Details of the recent drilling program are provided in Tables 1 -
4 and Figures 1 to 5.

This estimation updates the 2014 estimation (KIS ASX release 14/7/2014).

The estimation is based on geology solid models created from mineralogical banding
and a 3m @ 0.2% minimum grade contour to allow estimation of lower grade
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Tim Callaghan — Rescurce and Exploration Geology

resources amenable to open cut mining. Drillhole data was composited on 1m
intervals. Univariate statistical analysis was completed on all domains. Variogram
modeling was completed on the four main mineralised layers.

Block modeled resource estimation was calculated using an ordinary kriged
algorithm. The resource is reported in accordance with the 2012 edition of the JORC
Code (Table 1}.

Table 1. Dolphin Indicated Mineral Resource

0.20% WO; cut off 0.5% WO; cut off
Mt WO; % Tonnes WO; Mt WO; % Tonnes WO,
9.6 0.90 86,400 6.62 1.14 75,470

The 2015 estimation has resulted in a minor increase in grade (0.09% WOQO3) and a
corresponding drop in tonnes (-1.22Mt) for a minor loss of metal (-1,230t) at the 0.2%
WOQ; cutoff compared to the 2014 estimation. The losses have resulted from
improved geology modeling and the elimination of areas of fill identified within the pit
that. Although minor the improved geology model has resulted in improved resource
estimation. The estimation reconciles very well with historic production records and
historic resource statements, particularly the estimated WO, grade.

The resource has been classified as Indicated Resource as there is a high degree of
confidence in the simple geological model and the deposit is well drilled and
understood. There is moderate confidence in the grade estimation at a global level
given the high nugget effect and short range of variogram maodels and the reliance on
historic data.

A significant proportion (approximately 60%) of the remnant resource is contained in
pillars or has been sterilized by previous operations and therefore will not be
amenable to underground extraction but may be available for open pit operations.
Several pit designs have been investigated in the past varying between minor cut
backs to recover remnants in the pit floor to larger options recovering 60-70% of the
resource.

The 0.20% WO; domain blockmodel has been created specifically to assess the open
cut potential of the project. Currently this is likely to occur west of 220250E and
above -140mRL. A total of 4.12Mt at 0.74% WOs is located in this area, mainly as
remnant mineralisation in the pit floor. Below -140mRL contains resources above
0.5% of 4.16Mt @ 1.20% WOs3 occwiring as stoping areas and remnant pillars.

Table 2. Dolphin Indicated Resource by location

Open Cut Resource >0.20% WO, cut off Underground Resource >0.5% WO, cut off

Mt WO;3 % “Tonnes WO; Mt WO; % “Tonnes WO,

4.12 0.74 30,490 4.16 1.20 49,920
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Tim Cailaghan — Resource and Exploration Geology

COMPETENT PERSONS’ STATEMENT

The information in this report that refers to Exploration Results and Mineral Resource
Estimations is based on information compiled by geology consuftant Mr. Tim
Callaghan who is a Member of The Australasian Institute of Mining and Metallurgy
(“AusiMM”). Mr Callaghan has sufficient experience that is relevant to the style of
mineralisation and fype of deposit under consideration and fo the activity being
undertaken to qualify as a Competent Person as defined in the 2012 Edition of the
Australian Code for Reporting Exploration Resulfs, Mineral Resources and Ore
Reserve. Mr Callaghan consents fo the inclusion in the report of matters based on
his information in the form and context if appears.

FORWARD LOOKING STATEMENTS

Some statements in this announcement regarding estimates or future events are
forward-looking statements. They involve risk and uncertainties that could cause
actual results to differ from estimated results. Forward looking statements include
but are not limited to, statements conceming the Company’s exploration program,
outlook, target sizes and mineralised malerial estimates. They include statements
preceded by words such as “expected”, “planned”, "target’, “scheduled”, “intends”,
“notential”, "prospective” and similar expressions.



Tim Callaghan — Resource and Exploration Geology

Tabla 4, Drill Collar Details

Hola_id x_lsg _isg z x_gdag4 y_gda94 Depth Azm Dip From To Length WO, %
KGOS | 219502.0 ] 564212.0 ] _-17.7__| 249037.9 | 5562176.1] _43.0 0 -80 6.0 18.0 13.0 0.6
22,0 25.0 3.0 0.3
KIO10 | 216538.8 | 564219.3| -19.5 | 249074.6 ;5562186.3| 27.3 1] -a0 10.3 14.0 8.7 0.4
KIO11 | 2195408 | 564202.3 | -18.8 | 249076.9 | 5562169.2] 37.0 0 -90 15.0 25.0 40.0 03
28.0 33.0 5.0 0.3
KIo12 | 219540.7 | 564193.1] -19.1 249076.9 | 5562160.0] 50.0 0 -0 6.0 46.0 40.0 0.3
KIO13 | 219577.2 | 564197.1 | -19.7 | 249113.3 15562164.9] 40.0 0 -90 9.3 16.0 8.7 0.2
. 24.0 33.0 9.0 0.4
KID14 | 219577.2| 564170.8 | -18.8 | 249113.9 15562138.6] §0.0 0 -80 2.0 9.0 7.0 0.2
42.0 49,0 7.0 0.3
KIo15 | 219619.8 | 564154.6 | -18.9 | 249156.0 }5662123.4] 90,0 0 -80 11.0 158.0 4.0 0.3
26.0 29.0 3.0 0.3
33.0 36.0 3.0 0.3
50.0 62.0 2.0 0.4
Klo16 | 216505.7 | 564167.1 4.4 249042.5 |5562133.3] B0.2 0 -80 31.0 38.0 7.0 0.4
43.0 61.0 18.0 0.6
65.0 67.0 20 0.4
KIDAT | 2186857.3 | 564062.8 8.9 249196.6 |5562032.3; 25.0 il -90 5.0 13.0 8.0 0.7
KI0O18 | 219691.4 | 564050.5 91 249230.9 | 5562020.8] 50.0 0 -80 |no significant analyses
KIO18 | 219504.9 | 564135.2 11.3 249042.5 | 5562101.3] 30.0 0 -90  |no significant analyses
KI020 | 219579.4 | 564091.6 10.7 249117.9 ) 5562059.4] 25.0 0 -90  |no significant analyses
KIo21 | 219618.1 | 564083.2 0.3 249156.9 | 5562051.9] 30,0 0 90 3.0 5.0 20 04
KI022 | 219739.3 | 564127.2] -34.2 | 249277.1 15562008.8; 469 0 -90 8.0 10.0 20 0.6
Ki023 | 219729.2 | 564116.3 | -34.6 | 249267.2 | 5562087.5] 60.5 180 -50 9.0 26.0 17.0 0.6
49.5 60.5 1.0 03
56.5 60.5 4.0 0.4
Kio24 | 2719608.1 | 564135.3] -34.1 249236.7 | 5562105.8; 50.0 180 -55 25 29.0 26.5 0.7
40.0 43.0 3.0 0.4
KIO25 | 2i9661.8 | 564158.2 1 -33.8 | 249198.9 [ 5562127.9| 50.0 180 -65 0.0 7.0 .0 0.9
16.0 24.0 5.0 07
39.0 41.0 2.0 03
K026 | 219661.8 | 564159.4 § -33.8 | 249198.9 | 5562120.1| 40.0 0 -90 3.0 15.0 12.0 0.8
23.0 20.0 6.0 0.3
4.0 36.0 2.0 0.4
KID27 | 219731.0 | 564116.6 | -34.6 | 249269.0 | 5562086.8} 40.0 1] -a0 17.0 28.0 11.0 0.4
Kio28 | 219699.2 | 564136.21 -33.9 | 249236.7 16562106.8] 40.0 0 -a0 17.0 23.0 6.0 0.9
KI025 | 219696.1 | 564170.81 -34.0 | 2492329 16662141.2] 25.0 0 -90 0.7 15.0 14.3 0.4
KID3G | 219499.6 | 564263.5 -6.9 249034.3 | 5562229.5| 25.0 0 -90 0.0 20 20 0.2
KID31 | 219498.9 | 5642454 -154 | 248033.9 ;5562211.4] 32,5 0 -90 21.0 22.0 1.0 0.5
Kioaz | 219530.9 | 564238.2¢ -20.4 | 249075.2 | 5662205.1] 20.0 0 -80 0.0 3.0 3.0 0.5
Kioa3 | 219579.2 | 56422541 -253 | 249114.7 {6662103.3) 350.0 0 -80 5.0 8.0 1.0 1.2
Kload | 299657.5 | 56418107 -33.5 | 249194.1 16662160.6] 250 ] =90 12.0 15.0 3.0 0.2
KIoas | 219778.0 | 564132.5) -43.6 | 2493157 16662104.8] 30.0 0 90 1.0 20 1.0 0.6
KIo3g | 219019.7 | 56411141 -52.6 | 249457.9 1 5562086.9] 40.0 0 -90 10.5 16.5 6.0 1.1
214 24,2 28 0.6
KI037 | 216878.9 | 564125.21 -53.7 | 249416.7 | 5562000.8] 30.0 0 -90 1.8 122 - 104 0.3
K038 | 218917.9 | 56414531 -53.0 | 249455.3 | 5562120.7] 30.0 0 -0 0.0 7.0 7.0 0.6
14.0 16.0 2.0 0.2
KIo39 | 219866.3 | 564048.3 1 -53.8 | 240405.9 | 5562022.5{ 40.0 0 -a0 20.0 28.0 8.0 0.2
KIO40 | 218843.3 | 564049.2 ] -54.2 | 248382.8 |5562023.0 50.0 1] -a0 24.0 25.0 1.0 07
40.0 46.0 6.0 0.2
KI0d41 | 219780.0 | 5B64104.21 -54.8 | 249318.2 15662076.5] 35.0 0 -90 2.0 5.0 3.0 0.5
10.0 13.0 3.0 0.2
Klod2 | 219780.0 | 56407331 -53.6 | 249318.9 | 6662045.6] 30,0 0 -90  |ne significant analyses
KID43 | 219837.7 | 5641183 | -53.9 | 240375.7 | 56620920 31.0 v .80 |no significant analyses
Kio44 | 219918.0 | 56406741 -50.4 | 240457.2 | 56620428 &0.0 ] -90 17.0 32,0 15.0 0.6
Klods | 210866.9 | 564048.51 -53.9 | 249406,5 | 5562022.8| 76.0 110 -55  [no significant analyses
Klods | 219920.0 | 5641204 1 -51.9 | 240457.7 | 5662095.7] 242 110 =55 |no significant analyses
Klody | 219695.1 | 564333.4 54.1 249228.2 | 5562303.9]  40.0 0 -an 9.0 11.0 20 0.6
35.8 37.4 1.6 0.4
KI048 | 215741.4 | 564344.5 53.9 249274.2 | 5562316.01  30.0 D -90 0.0 40 4.0 0.6
KID49 | 2107249 564419.9 | 898 | 249256.1 | 5562391.0] 263 | O -90  |no significant analyses
T KIOs0 | 219700.7 { 564377.7 774 2482322 | 5562348 2{ 35.0 0 -90 11.0 12.0 1.0 0.3




Allison Waddington

From: Evan Boardman <evan@e3planning.com.au>

Sent: Thursday, 20 July 2017 7:.05 AM

To: KIF

Cc Allan Davies; Alvin Johns; Chris Ellis; Johann Jacobs

Subject: King Island Shipping Inquiry Submission

Attachments: King Island Scheelite Submission Shipping Inquiry 20 07 17 pdf

Please find attached a submission to the above inguiry on behalf of King Island Scheelite.
Regards
Evan

Evan Boardman

B.Econ, B, Sci (Hons), Grad Dip URP
Ph: 0438 376 840

PO Box 58

SOUTH HOBART TAS 7004
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