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VOTE IN FAVOUR

Each lluka Director recommends that lluka Shareholders
vote in favour of the Demerger Resolution to give effect to
the Demerger of Sierra Rutile.

The Independent Expert has concluded that the Demerger
is in the best interests of lluka Shareholders.

This is an important document and requires your immediate attention. You
should read this document in its entirety prior to deciding whether or not to
vote in favour of the resolution to effect the Demerger. If you are in any doubt as
to what you should do, you should seek independent legal, financial, taxation or
other professional advice before voting on the Demerger Resolution.
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IMPORTANT INFORMATION

GENERAL

This Demerger Booklet is important. lluka Shareholders
should carefully read this Demerger Booklet in its entirety
before making a decision as to how to vote on the
Demerger Resolution to be considered at the Extraordinary
General Meeting.

INVESTMENT DECISIONS

This Demerger Booklet does not take into account the
individual investment objectives, financial situation or
needs of any particular lluka Shareholder or any other
person. The information in this Demerger Booklet should
not be relied upon as the sole basis for any investment
decision. lluka Shareholders should seek independent
legal, financial, taxation and other professional advice
before making any investment decision.

RISK FACTORS

There are risk factors associated with the Demerger itself,
and with an investment in Sierra Rutile Shares or lluka
Shares, which are discussed in this Demerger Booklet and
which lluka Shareholders should consider carefully.

PURPOSE OF THIS DEMERGER BOOKLET

This Demerger Booklet sets out all information known

to the lluka Directors which is material to the decision

of lluka Shareholders in deciding how to vote on the
Demerger Resolution as required by section 256C(4) of
the Corporations Act, other than information lluka has
previously disclosed to lluka Shareholders and, as such, it
would be unreasonable for lluka to disclose.

PREPARATION OF AND RESPONSIBILITY FOR
THIS DEMERGER BOOKLET

*  This Demerger Booklet (other than the Independent
Expert's Report and the Independent Limited
Assurance Report) has been prepared by lluka as at the
date of this Demerger Booklet and lluka is responsible
for the content of this Demerger Booklet.

*  Greenwoods & Herbert Smith Freehills Pty Limited
has reviewed and agrees with Section 6 relating to the
description given of the income tax and goods and
services tax implications of the Demerger for lluka
Shareholders who, amongst other things, are residents
of Australia for Australian tax purposes.

e PricewaterhouseCoopers Securities Ltd has prepared
the Independent Limited Assurance Report and takes
responsibility for that report. A copy of that reportis
set out in Section 7.

*  Deloitte Corporate Finance Pty Limited has prepared
the Independent Expert's Report, which is contained
in Section 8. Deloitte Corporate Finance Pty Limited
takes responsibility for that report.

ROLE OF ASIC AND ASX

A copy of this Demerger Booklet has been lodged with
ASIC. Neither ASIC nor any of its officers takes any
responsibility for the contents of this Demerger Booklet.

Sierra Rutile will apply for admission to the Official List and
for official quotation of Sierra Rutile Shares on the ASX
shortly after the date of this Demerger Booklet, conditional
on approval of the Demerger. Neither ASX nor any of its
officers takes any responsibility for the contents of this
Demerger Booklet. The fact that ASX may admit Sierra
Rutile to the Official List does not make any statement
regarding, and should not be taken in any way as an
indication of, the merits of an investment in Sierra Rutile.

NOTICE OF EXTRAORDINARY GENERAL MEETING

The Notice of Extraordinary General Meeting is set out in
Section 11.

STATUS OF THIS DEMERGER BOOKLET

This Demerger Booklet is not a prospectus lodged under
Chapter 6D of the Corporations Act.

FOREIGN JURISDICTIONS AND SHAREHOLDERS

lluka Shareholders who are Ineligible Overseas
Shareholders will not receive Sierra Rutile Shares under
the Demerger. Sierra Rutile Shares that would otherwise

be transferred to these shareholders under the Demerger
will be transferred to the Sale Agent to be sold, with the
proceeds of such sale to be paid to Ineligible Overseas
Shareholders. Refer to Section 5.8.2 for further information.

lluka Shareholders resident outside Australia for tax
purposes should seek specific tax advice in relation to the
Australian and overseas tax implications of the Demerger.

This Demerger Booklet does not in any way constitute an
offer of securities in any place in which, or to any person

to whom, it would be unlawful to make such an offer. No
action has been taken to register or qualify the Sierra Rutile
Shares or otherwise permit a public offering of Sierra Rutile
Shares in any jurisdiction outside Australia.
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Based on the information available to lluka as at the date of
this Demerger Booklet, lluka Shareholders whose addresses
are shown in the register on the Record Date as being in the
following jurisdictions will be entitled to have Sierra Rutile
Shares transferred to them under the Demerger:

e Australia, New Zealand, Hong Kong, Singapore, the
United Kingdom or the United States; or

e any other jurisdiction in respect of which lluka
reasonably believes it is not prohibited or unduly
onerous or impractical to implement the Demerger and
to transfer Sierra Rutile Shares to the lluka Shareholder.

Nominees, custodians and other lluka Shareholders who
hold lluka Shares on behalf of a beneficial owner resident
outside Australia, New Zealand, Hong Kong, Singapore, the
United Kingdom or the United States may not forward this
Demerger Booklet (or any accompanying document) to
anyone outside these countries.

FORWARD LOOKING STATEMENTS

Forward looking statements may generally be identified
by the use of forward looking words such as “believe”,
"aim”, "expect”, “anticipate”, “intend”, “foresee”, "likely”,
“should”, “planned”, “may", “might”, “is confident”,
"estimate”, “potential” or other similar words or phrases.
These statements discuss future expectations concerning
the results of operations or financial condition of the lluka
Group or the Sierra Rutile Group, or provide other forward

looking statements.

These forward looking statements are not guarantees

or predictions of future performance, and involve known
and unknown risks, uncertainties and other factors, many
of which may be beyond lluka's or Sierra Rutile’s control,
and which may cause the actual results, performance

or achievements of lluka or Sierra Rutile to be materially
different from future results, performance or achievements
expressed or implied by such statements.

Other than as required by law, none of lluka, Sierra

Rutile, their officers, advisers nor any other person gives
any representation, assurance or guarantee that the
occurrence of the events expressed or implied in any
forward looking statements in this Demerger Booklet will
actually occur.

Additionally, statements of the intentions of the lluka Board
or the Sierra Rutile Board reflect the present intentions of
the lluka Directors and Sierra Rutile Directors respectively
as at the date of this Demerger Booklet and may be subject
to change as the composition of the lluka Board and Sierra
Rutile Board alters, or as circumstances require.

Except as required by law, lluka and Sierra Rutile disclaim
any obligation or undertaking to update or revise any
forward looking statement in this Demerger Booklet.

ORE RESERVE AND MINERAL RESOURCE
ESTIMATES AND PRODUCTION TARGET

The information in this Demerger Booklet that relates

to Mineral Resource estimates for Area 1 is based on
information compiled by Mr Brett Gibson, who is a
member of the Australian Institute of Geoscientists. The
information in this report that relates to Ore Reserve
estimates for Area 1 is based on information compiled

by Mr Andrew Walkenhorst who is a member of the
Australasian Institute of Mining and Metallurgy (AusIMM).
Mr Gibson and Mr Walkenhorst are full time employees of
lluka Resources Limited. Mr Gibson and Mr Walkenhorst
have sufficient experience that is relevant to the styles of
mineralisation and types of deposits under consideration
and to the activity which is being undertaken to qualify as
a Competent Person as defined in the 2012 edition of the
‘Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves' (JORC Code). Mr
Gibson and Mr Walkenhorst consent to the inclusion

in this Demerger Booklet of the matters based on their
information in the form and context in which it appears.

The Ore Reserve and Mineral Resource estimates for
Sembehun were presented in an announcement released
by lluka on the ASX on 24 February 2022 “Sembehun Ore
Reserve and Mineral Resource Update, Sierra Leone” and
is available to view at www.iluka.com/investors-media/
asx-releases. lluka confirms that it is not aware of any new
information or data that materially affects the information
included in the original market announcement for
Sembehun and that all material assumptions and technical
parameters underpinning the estimates in the relevant
market announcement for Sembehun continue to apply
and have not materially changed.

The Production Target and forecast financial information
derived from the Production Target for Sembehun referred
to in this Demerger Booklet are based on 36% Probable
Ore Reserves and 64% Proved Ore Reserves. The material
assumptions used in the estimation of the Production
Target and associated forecast financial information are
set out in Section 3.12 of this Demerger Booklet. The Ore
Reserve estimates underpinning the Production Target

for Sembehun were prepared by Competent Persons in
accordance with the JORC Code.

The Mineral Resource estimates for the Gambia,
Jagbahun, Nyandahun and Taninahun Boka deposits
separate to Area 1 and Sembehun were presented in

an announcement released by lluka on the ASX on 20
February 2017 "Updated Mineral Resource and Ore
Reserve Statement” and is available to view at www.iluka.
com/investors-media/asx-releases. lluka confirms that it
is not aware of any new information or data that materially
affects the information included in the original market
announcement for Gambia, Jagbahun, Nyandahun and
Taninahun Boka and that all material assumptions and
technical parameters underpinning the estimates in the
relevant market announcement for Gambia, Jagbahun,
Nyandahun and Taninahun Boka continue to apply and
have not materially changed.
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PRESENTATION OF FINANCIAL INFORMATION

The lluka Historical Financial Information within this
Demerger Booklet has been derived from the financial
reports of lluka for the years ended 31 December 2019,

31 December 2020 and 31 December 2021, which were
audited by PricewaterhouseCoopers in accordance with
Australian Auditing Standards. PricewaterhouseCoopers
issued unqualified audit opinions on these financial
statements. The financial statements for these periods are
available from lluka's website (www.iluka.com) or the ASX
website (www.asx.com.au).

The Sierra Rutile Pro Forma Historical Financial Information
has been derived from the Sierra Rutile Investments

(BVI) Limited's (Sierra Rutile BVI) financial statements,
audited by PricewaterhouseCoopers, and adjusted for the
effects of the pro forma adjustments described below.
PricewaterhouseCoopers issued unqualified audit opinions
with an emphasis of matter on going concern and on

the basis of accounting and restriction on distribution

and use on the 2019 and 2020 financial statements and

an unqualified opinion with an emphasis of matter on

basis of accounting and restriction on use on the 2021
financial statements. The emphasis of matter on the basis
of accounting and restriction on distribution and use
relates to the Sierra Rutile BVI financial statements having
been prepared to satisfy the requirements of the IFC
Shareholders Agreement (which terminated on

13 May 2022). The accounting records behind these
financial statements were also used to generate lluka's
financial statements for the years ended 31 December
2019, 31 December 2020 and 31 December 2021.

Sierra Rutile BVl is a direct subsidiary of Sierra Rutile.
Sierra Rutile is a holding entity, therefore the results of the
Sierra Rutile BVI consolidated group materially reflect the
historical financial information of Sierra Rutile.

The lluka Historical Financial Information has been prepared
in accordance with the recognition and measurement
principles contained in Australian Accounting Standards
(AAS), which are consistent with International Financial
Reporting Standards (IFRS).

The lluka (post Demerger) Pro Forma Historical Financial
Information and the Sierra Rutile Pro Forma Historical
Financial Information within this Demerger Booklet has
been prepared consistent with the recognition and
measurement principles contained in AAS, which are
consistent to IFRS, other than that it includes adjustments
which have been prepared in a manner consistent with
AAS, that reflects:

* therecognition of certain items in periods different
from the applicable period under AAS;

¢ the exclusion of certain transactions that occurred in
the relevant periods; and

e theimpact of certain transactions as if they occurred
as at 31 December 2021 in the pro forma historical
balance sheets and immediately prior to 1 January
2019 in the pro forma historical income statements
and free cash flow statements.

The lluka (post Demerger) Pro Forma Historical Financial
Information and the Sierra Rutile Pro Forma Historical
Financial Information has been prepared on a consistent
basis to the accounting policies set out in lluka's financial
statements for the year ended 31 December 2021.

The Sierra Rutile Pro Forma Historical Financial Information
has been prepared on a consistent basis to the accounting
policies set out in Sierra Rutile BVI's audited financial
statements for the year ended 31 December 2021.

In preparing the lluka (post Demerger) Pro Forma Historical
Financial Information and the Sierra Rutile Pro Forma
Historical Financial Information, certain adjustments

were made to the historical financial information of lluka
and Sierra Rutile that lluka and Sierra Rutile considered
appropriate to reflect the effect of the Demerger, as
described in this Demerger Booklet. The financial
information contained in this Demerger Booklet is historical
only. Past financial performance is not necessarily a guide
to future financial performance.

PRIVACY AND PERSONAL INFORMATION

lluka, Sierra Rutile and their respective share registries
(each an Organisation), may collect personal information in
the process of implementing the Demerger. The personal
information may include the names, addresses, other
contact details and details of the shareholdings of lluka
Shareholders, and the names of individuals appointed by
lluka Shareholders as proxies, corporate representatives or
attorneys at the Extraordinary General Meeting.

lluka Shareholders who are individuals, and individuals
appointed as proxies, corporate representatives or
attorneys in respect of whom personal information is
collected as outlined in this Section have certain rights

to access their personal information. They should call the
Shareholder Information Line on 1300 733 043 (within
Australia) or +61 3 9415 4801 (international) on weekdays
between 8.30am and 5.00pm (AEST) if they wish to request
access to the personal information held by any of the
Organisations. lluka Shareholders who appoint an individual
as their proxy, corporate representative or attorney to

vote on the Demerger Resolution should inform those
individuals of the matters outlined in this Section.
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The personal information will be collected for the purpose
of implementing and administering the shareholdings
arising from the Demerger. An Organisation may, to the
extent permitted by law, disclose personal information
collected by it to another Organisation, to securities
brokers, to print and mail service providers and any other
service providers and advisers engaged by an Organisation
in relation to the implementation and administration of the
shareholdings arising from the Demerger. The personal
information of Ineligible Overseas Shareholders and Selling
Shareholders may also be disclosed to the Sale Agent for
the purposes of operating the Sale Facility.

The main consequence of not collecting the personal
information outlined in this Section would be that lluka
may be hindered in, or prevented from, conducting the
Extraordinary General Meeting and implementing the
Demerger.

INTERPRETATION

Capitalised terms and certain abbreviations used in this
Demerger Booklet are defined in the Glossary in Section 10.

In this Demerger Booklet, the term “lluka (post Demerger)”
is used to describe lluka as it will exist after the Demerger
has been implemented. The term “lluka (post Demerger)” is
used in this Demerger Booklet for simplicity of explanation
only, to distinguish between that entity during the period
prior to, and the period after, the Demerger. However, lluka
and lluka (post Demerger) are and will remain the same
legal entity and corporate group, which is lluka Resources
Limited and, where the context requires, its Subsidiaries
from time to time.

The term “Sierra Rutile” used in this Demerger Booklet
reflects the separation principles outlined in Section 5.2,
with references to Sierra Rutile in the historic period as it
will exist after the Demerger has been implemented. The
term “standalone” is used to describe Sierra Rutile as it
will exist after the Demerger, with a separate board and
management team from lluka (post Demerger).

References in this Demerger Booklet to the "Sierra

Rutile Board" or to “Sierra Rutile Directors” means the
board or directors of Sierra Rutile immediately prior to
implementation of the Demerger (or from the time following
the implementation of the Demerger). It is intended that
the board of Sierra Rutile will be reconstituted prior to
Implementation to reflect the board composition set out
in Section 3.23.1. References in this Demerger Booklet

to strategies or policies to be applied by Sierra Rutile
following the Demerger reflect the views and intentions of
the intended directors of Sierra Rutile immediately prior to
implementation of the Demerger and Sierra Rutile senior
executives.

Unless otherwise stated, all times and dates referred to in
this Demerger Booklet are times and dates in Australian
Western Standard Time (AWST). All dates and times
following the date of the Extraordinary General Meeting
are indicative only and, among other things, are subject to
all necessary approvals from regulatory authorities. Any
changes to the timetable will be announced through ASX
and will be notified on lluka's website at www.iluka.com.

In this Demerger Booklet, unless otherwise specified or
the context otherwise requires, references to $ or A$ are to
Australian dollars.

All references to years are references to lluka's financial
years, ending 31 December, unless otherwise indicated.

Any discrepancies between totals in tables and sums

of components contained in this Demerger Booklet and
between those figures and figures referred to in other parts
of this Demerger Booklet are due to rounding.

DATE
This Demerger Booklet is dated 20 June 2022.

SUPPLEMENTARY INFORMATION

Refer to Section 9.10 for information about the steps that
lluka will take if information about the Demerger needs to
be updated.
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CHAIRMAN'S
LETTER

On behalf of the lluka
Board, | am pleased to
present this Demerger
Booklet, and invite you
to support the proposed
Demerger of Sierra Rutile
from lluka. The effect of
the Demerger will be to
create an independent
company listed on the
ASX, also owned by lluka
Shareholders.

The lluka Board unanimously believes the Demerger of Sierra Rutile is in the best
interests of lluka Shareholders and will, over time, deliver greater value to lluka
Shareholders than the current structure. In arriving at this view, the lluka Board
has considered a range of alternatives, with the Demerger providing a balance
between the benefits of separating the business, and lluka Shareholders having
the option to retain longer term exposure to its future development and growth.

A Demerger Resolution to approve the proposed Demerger will be put to
lluka Shareholders at an Extraordinary General Meeting to be held on
Friday, 22 July 2022.

The lluka Board strongly encourages you to support the Demerger by voting
in favour of the Demerger Resolution.

In addition to the lluka Board's recommendation, Deloitte Corporate Finance Pty
Limited, the Independent Expert appointed by lluka, has also concluded that
the Demerger is in the best interests of lluka Shareholders. The Independent
Expert's Report is contained in Section 8.

RATIONALE FOR THE DEMERGER

As many lluka Shareholders are aware, Sierra Rutile is a multi-mine mineral sands
operation located in southern Sierra Leone with an established operating history of
more than 50 years.

lluka's business has evolved significantly since it acquired Sierra Rutile in 2016,
with lluka's strategic and capital allocation priorities now focused on key Australian
operations and development projects. Key among these is lluka's continued
diversification into rare earths, with the recent Board approval of the development
of the fully integrated Eneabba Rare Earths Refinery in April 2022.

This evolution in lluka's strategic priorities has led to the determination that a
separation of Sierra Rutile by way of demerger is the optimal pathway for Sierra
Rutile to reach its potential and maximise value for lluka Shareholders.

Sierra Rutile is in a unique position. It is currently generating cashflow from its
existing operations, and has recently completed a Preliminary Feasibility Study

for its Sembehun Project, representing one of the world's largest natural rutile
deposits. Any development of the globally significant Sembehun Project would be
a significant step-change for the company. Sierra Rutile will be established with a
dedicated high quality Board and management team, and will be well equipped to
implement strategies to maximise the value from the remaining producing deposits
at Area 1, and to continue to progress the globally significant Sembehun Project.

The Sembehun Preliminary Feasibility Study announced in conjunction with this
Demerger Booklet sets out a pathway to developing Sembehun that leverages
the significant Area 1 infrastructure in place and future Area 1 cash flows, post
the ratification of adjustments to the Area 1 fiscal regime, to develop Sembehun
in a two phased approach. Subject to the new Sierra Rutile Board reaching

a positive final investment decision for the development of Sembehun, this
approach is expected to see the development of Sembehun integrated with the
remaining operations at Area 1, with mining activities expected to transition to
the Sembehun group of deposits over time. This would underpin a mine life for
Sembehun of over 13 years post completion of steady state operations at Area
1 (based on the current Sembehun Ore Reserve). The approach is intended to
optimise Sembehun'’s pre-production capital expenditure and maximise Sierra
Rutile's ability to utilise cash flows generated from Area 1 to assist in funding the
development of Sembehun. Importantly, the Demerger allows lluka Shareholders
the option to continue to participate in any future value creation associated with
the development of Sembehun.
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Sierra Rutile is in a strong position to succeed as a
standalone entity as a result of:

* the improved operating performance delivered under
the leadership of Sierra Rutile's Chief Executive Officer,
Theuns de Bruyn;

* therecently ratified adjustments to the Sierra
Rutile fiscal regime providing improved operational
economics for Area 1;

* Sierra Rutile's robust balance sheet with no debt
and a cash balance of US$20.7 million (at 31 May
2022), post pro forma adjustments. Further, lluka will
establish a US$45 million cash funded rehabilitation
trust to support Sierra Rutile's estimated rehabilitation
obligations as at 31 December 2021; and

e the favourable outlook for natural rutile and the
titanium feedstock market generally.

Further, following its ownership by lluka, Sierra Rutile
benefits from robust sustainability frameworks with a
focus on safety, environmental management, community
relations and anti-bribery and corruption.

BENEFITS OF THE DEMERGER

Should the Demerger be approved, lluka will continue

to be a leading global supplier of critical minerals, with

a diversified set of producing assets in Australia and
development options serving as the foundation to deliver
sustainable value. Sierra Rutile will be an Australian
headquartered, West African focused mineral sands
producer and developer listed on the ASX. Sierra Rutile's
principal business activities will be the management and
operation of its existing Area 1 mine and progressing the
development of the globally significant Sembehun Project.

The lluka Board believes the separation of these two
businesses into two separate ASX listed companies
has potential to unlock shareholder value over time as a
consequence of:

* the Board and management of each of Sierra Rutile
and lluka being able to focus on the distinct strategies
for each business;

e ademerger of Sierra Rutile maximising the potential
for the globally significant Sembehun Project to be
developed, due to the strategic focus of the demerged
business on this objective;

* lluka Shareholders having greater flexibility to choose
their level of investment in lluka and Sierra Rutile based
on their individual preferences for differing geographic
exposures and risk-return profiles; and

e greater flexibility to align incentive plans with
underlying strategy, performance and shareholder
value creation for each business.

SIERRA RUTILE WILL CONTINUE TO BE OWNED
BY ILUKA SHAREHOLDERS

If the Demerger Resolution is approved by lluka
Shareholders and the Demerger proceeds, eligible lluka
Shareholders will receive one Sierra Rutile Share for

each lluka Share they hold on the Record Date. lluka
Shareholders will also retain their shareholding in lluka. Post
implementation of the Demerger, Eligible Shareholders will
have the choice to retain their lluka and Sierra Rutile shares,
buy and/or sell either or both of them.

YOUR VOTE IS IMPORTANT

| encourage you to read this Demerger Booklet thoroughly
as it contains important information that will assist you

to make an informed decision, including the advantages,
disadvantages, and risks of the Demerger (see Section 1)
and an investment in Sierra Rutile (see Section 3.27).

If you have any questions about the Demerger Booklet
or the Demerger, please consult your financial, legal,
taxation or other relevant professional adviser. You are
also welcome to call the Shareholder Information Line

on 1300 733 043 (within Australia) or +61 3 9415 4801
(international) on weekdays between 8.30am and 5.00pm
(AEST) or visit the company’s website, www.lluka.com.

In order for the Demerger to proceed, the Demerger
Resolution must be approved by lluka Shareholders and
your vote is important. | urge you to vote on the Demerger
Resolution by attending the Extraordinary General Meeting
to be held at 9.30am (AWST) on Friday, 22 July 2022 and
casting your vote online or by voting by proxy. For your
Proxy Form to be effective, it must be received by 9.30am
(AWST) on Wednesday, 20 July 2022.

Each lluka Director recommends you vote in favour of
the Demerger Resolution and each lluka Director intends
to vote any lluka Shares they hold or control in favour of
the Demerger Resolution. | look forward to discussing
this important opportunity with you further during the
Extraordinary General Meeting on Friday, 22 July 2022.

Yours sincerely

d

Rob Cole
Chairman
lluka Resources Limited
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IMPORTANT DATES

Event

Indicative Date

Date of this Demerger Booklet

Monday, 20 June 2022

Last time and date by which proxy forms for the Extraordinary General Meeting
must be received by the lluka Share Registry

9.30am (AWST) on Wednesday,
20 July 2022

Last time and date for determining eligibility to vote at the Extraordinary General
Meeting

5.00pm (AWST) on Wednesday,
20 July 2022

Extraordinary General Meeting

9.30am (AWST) on Friday,

22 July 2022
Last time and date by which Sale Facility Forms must be received by the lluka 3.00pm (AWST) on Monday,
Share Registry (for Eligible Shareholders who individually hold 2,000 lluka Shares 25 July 2022

or less as at the Record Date)

Last date lluka Shares trade on ASX cum-entitlements under the Demerger

Tuesday, 26 July 2022

ASX listing of Sierra Rutile. Sierra Rutile Shares to be distributed to lluka
Shareholders and commence trading on ASX on a deferred settlement basis

lluka Shares trade on ASX on an ex-Demerger Entitlements basis

Wednesday, 27 July 2022

Time and date for determining entitlement to Sierra Rutile Shares under the
Demerger (Record Date)

5.00pm (AWST) on Thursday,
28 July 2022

Implementation Date and transfer of Sierra Rutile Shares to Eligible Shareholders
(other than Selling Shareholders) and Sale Agent Dispatch of holding statements
to Eligible Shareholders (other than Selling Shareholders)

Thursday, 4 August 2022

Normal trading of Sierra Rutile Shares on ASX commences

Friday, 5 August 2022

Completion of sale of Sierra Rutile Shares under Sale Facility

Monday, 5 September 2022

Dispatch of payment to Ineligible Overseas Shareholders and Selling
Shareholders

Expected to occur on or before
Wednesday, 21 September 2022

All dates and times following the date of the Extraordinary General Meeting are indicative only and, among other things, are
subject to all necessary approvals from regulatory authorities. Any changes to the timetable will be announced through ASX

and will be notified on lluka's website at www.iluka.com.
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ACTIONS FOR ILUKA SHAREHOLDERS

1. Carefully read this
Demerger Booklet

You should read this Demerger Booklet in full, including the advantages, disadvantages and
risks of the Demerger set out in Section 1 and of an investment in Sierra Rutile as set outin
Section 2, before making any decision on how to vote on the Demerger Resolution.

There are answers to questions you may have about the Demerger in the ‘Frequently asked
questions’ Section.

If you have any additional questions in relation to this document or the Demerger, please
call the Shareholder Information Line on 1300 733 043 (within Australia) or +61 3 9415 4801
(international) on weekdays between 8.30am and 5.00pm (AEST).

2. Vote on the Capital
Reduction

lluka Shareholders who are registered on the lluka Share Register at 5.00pm (AWST) on
Wednesday, 20 July 2022 are entitled to vote to determine whether or not the Capital
Reduction proceeds, subject to certain other conditions.

lluka Shareholders can vote:

* inperson, by attending the Extraordinary General Meeting;

e online at the www.investorvote.com.au website (Control Number: 181125) or scan
the personalised QR code on your Proxy Form with your smartphone, and follow the
prompts and instructions provided;

* by mailing the enclosed Proxy Form to Computershare Investor Services Pty Limited,
GPO Box 1282, Melbourne VIC 3001, Australia (using the reply paid envelope provided); or

. by faxing the enclosed Proxy Form to 1800 783 447 (within Australia) or +61 3 9473
2555 (outside Australia);

To be valid, your Proxy Form must be received by the lluka Share Registry by 9.30am
(AWST) on Wednesday, 20 July 2022.

3. Choose whether to keep
or sell the Sierra Rutile
Shares that you would
receive as a result of the
Demerger

If you are an lluka Shareholder with a registered address in Australia or who holds 2,000
lluka Shares or less as at the Record Date, you may elect to have all the Sierra Rutile Shares
that you would otherwise receive under the Demerger sold by the Sale Agent and the
proceeds remitted to you, free of any brokerage costs or stamp duty.

To make this election, complete and return the Sale Facility Form using the enclosed reply
paid envelope, or by fax on (03) 9473 2093 (within Australia) or +61 3 9473 2093 (outside
Australia), or by email to corpactprocessing@computershare.com.au so that it is received
by the lluka Share Registry by 3.00pm (AWST) on Monday, 25 July 2022.
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FREQUENTLY ASKED QUESTIONS

Question Answer Section

Demerger Proposal

What is the The Demerger will result in the formation of an independent ASX listed 1.1
Demerger? company, Sierra Rutile (ASX:SRX).

lluka Shareholders will retain their lluka Shares and Eligible Shareholders will
be entitled to receive one share in Sierra Rutile for every lluka Share held at
the Record Date.

The Demerger does not require any lluka Shareholder to pay cash for the
Sierra Rutile Shares which they are entitled to as a result of the Demerger.

Why has the Demerger The evolution of lluka and the shift of its strategic priorities towards its core 1.1
been proposed by the Australian critical minerals business, led lluka to determine that it would not
lluka Board? fund the development of the Sembehun mineral sands project in Sierra Leone

alone. As a result, lluka commenced a process in late 2020 seeking to identify
third parties willing to invest in the next phase of Sierra Rutile's growth. Earlier
this year lluka announced that this process had been expanded to consider
the merits of a demerger of Sierra Rutile.

Following the conclusion of this process, the lluka Board has determined that
a separation of Sierra Rutile by way of demerger is the optimal pathway for
Sierra Rutile to achieve its growth objectives, reach its potential and maximise
value for lluka Shareholders.

A demerger of Sierra Rutile will allow lluka to focus its capital and
management attention on its core Australian assets and development
opportunities, particularly at Eneabba where lluka is developing a fully
integrated rare earths refinery.

At the same time, a demerger provides Sierra Rutile, and its shareholders,
with a clear focus on maximising returns from the company’s existing
operations and developing the globally significant Sembehun Project.

After considering the advantages, disadvantages and risks of the Demerger,
the lluka Board has concluded the Demerger is in the best interests of lluka
Shareholders and will, over time, deliver greater value to lluka Shareholders
than the current structure.

What alternatives did the  The lluka Board considered a number of alternatives including maintaining 1.2
lluka Board consider? the current structure, undertaking a sale of or an initial public offering of
Sierra Rutile.

Having regard to the available alternatives that were considered and the
advantages, disadvantages and risks as set out in Section 1, the lluka Board
concluded that the Demerger is in the best interests of lluka Shareholders.
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Question Answer Section
Demerger Proposal
What is the business of Sierra Rutile is a multi-mine operation straddling the Bonthe and Moyamba 2

Sierra Rutile?

Recommendations

What is the
recommendation of the
lluka Directors?

districts in southern Sierra Leone.

Sierra Rutile holds one of the world's largest known natural rutile deposits and
encompasses current mining and mineral processing operations at Area 1,
including four wet concentrator plants; the Sembehun development project; a
mineral separation plant and associated infrastructure; residential camps; and
a dedicated port facility.

Sierra Rutile's key strengths include:

e attractive market fundamentals as a result of a structural deficit for
natural rutile and declining grades of existing market participants, as
projected by global market consultant, TZMI;

* aproven and established mining operation spanning over 50 years, with
a positive outlook for Area 1 mining operations;

* the Sembehun Project, which is one of the largest and highest-grade
natural rutile deposits in the world;

*  highly sought-after titanium feedstock product which has laid the
foundation for Sierra Rutile to develop long-term customer relationships;

« financially well positioned, with no debt and a cash balance of US$20.7
million (at 31 May 2022), post pro forma adjustments. Further, lluka will
establish a US$45 million rehabilitation trust cash funded on a one-off
basis to support Sierra Rutile’s estimated rehabilitation obligations as at
31 December 2021;

e sound ESG credentials supported by Sierra Rutile’'s commitment to its
local communities and progressive rehabilitation approach; and

* astrong board and management team.

Each lluka Director recommends that you vote in favour of the Demerger 1.1
Resolution. Each lluka Director intends to vote any lluka Shares held or
controlled by him or her in favour of the Demerger Resolution.

What is the Independent
Expert's opinion on the
Demerger?

The Independent Expert has concluded that the Demerger is in the best 8
interests of lluka Shareholders.

The Independent Expert's Report is contained in Section 8.

Advantages, disadvantages and risks of the Demerger

What are the key
advantages of the
Demerger?

The advantages of the Demerger include the following: 1.3

e the Board and management of each of Sierra Rutile and lluka being able
to focus on the distinct strategies for each business;

e ademerger of Sierra Rutile maximises the potential for the globally
significant Sembehun Project to be developed;

* lluka Shareholders will have greater flexibility to choose their level of
investment in lluka and Sierra Rutile based on their individual preferences
for differing geographic exposures and risk-return profiles; and

e greater flexibility to align incentive plans with underlying strategy,
performance and shareholder value creation for each business.

These advantages are discussed in Section 1.3.

Demerger of Sierra Rutile Holdings Limited
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Question Answer Section

Advantages, disadvantages and risks of the Demerger

What are the key The disadvantages of the Demerger include: 1.4
disadvantages of the
Demerger? * the Demerger will create two separate companies listed on the ASX, each

of which will be smaller and less diversified than lluka immediately before
the Demerger. Sierra Rutile will not have the support of the broader lluka
Group post Demerger;

» following the Demerger, Sierra Rutile will be a separately listed entity
on the ASX, which it is estimated will result in additional costs of
approximately A$7.0 million per annum;

e thereis expected to be approximately A$7.5 million (pre-tax) in one-off
transaction and separation costs associated with the Demerger; and

* some lluka Shareholders will not be eligible to receive Sierra Rutile
Shares, though this is not expected to be a material proportion of the
lluka Share Register.

These disadvantages, together with other disadvantages of the Demerger,
are discussed in Section 1.4.

What are the potential The key potential risks of the Demerger include: 1.5
risks associated with the
Demerger? * the combined market value of lluka Shares and Sierra Rutile Shares after

the Demerger may be less than the market value of lluka Shares prior to
the Demerger;

* changesinindex inclusion may result in certain shareholders selling
their shares immediately following the Demerger to comply with their
investment mandates or preference; and

* potential delays and unexpected costs associated with the Demerger
and the establishment of Sierra Rutile as a standalone entity.

These risks are discussed in Section 1.5. You should review Section 1.5
carefully before deciding whether or not to vote in favour of the Demerger
Resolution.
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Question

Answer Section

Advantages, disadvantages and risks of the Demerger

What are the risks with
respect to an investment
in Sierra Rutile?

Sierra Rutile will be subject to risks which may adversely affect its future 3.27
operating or financial performance, or the investment return or value of Sierra

Rutile Shares. Many of these risks are existing business risks, to which lluka
Shareholders are already exposed, while others arise out of, or increase as a

result of, the Demerger.

The key potential risks of an investment in Sierra Rutile include:

e therisk that the development of Sembehun may not proceed or may
be adversely impacted. Whilst the Sembehun Preliminary Feasibility
Study results are positive, Sierra Rutile plans to undertake a Definitive
Feasibility Study (DFS) to support a final investment decision in relation
to Sembehun and there can be no guarantee that the results of the DFS
will be positive or that Sierra Rutile will be able to obtain finance for the
development of Sembehun on acceptable terms;

* therisk that operational and technical difficulties may be encountered in
development and operations;

* risks associated with operating in Sierra Leone, including, but not limited
to, economic, social, labour or political instability and future material
adverse changes in laws or their interpretation. If such risks eventuated,
their adverse impact on Sierra Rutile would be increased as a result of
Sierra Rutile not being geographically diversified;

. risks that Sierra Rutile's rehabilitation and mine closure costs will be
greater than the estimated provision as at 31 December 2021;

* the need for ongoing government approvals, licences and permits as well
as new approvals, licences and permits to pursue the development of
Sembehun; and

e the potential for adverse movements in the prices of commodities
produced or costs of production achieved by Sierra Rutile.

These risks are discussed further in Section 3.27. You should review Section
3.27 carefully before deciding whether or not to vote in favour of the
Demerger Resolution.

What are the risks with
respect to an investment
in lluka following the
Demerger?

The risks currently faced by lluka will continue to be faced by the company 4.8
following the Demerger. Investors are already exposed to these risks

through their investment in lluka, however, the nature of some of these

risks may be altered due to the reduced diversification and loss of revenues
resulting from Demerger.

These risks are discussed further in Section 4.8.

Sierra Rutile after the Demerger

When will Sierra Rutile
Shares commence trading
on the ASX separately?

It is expected that Sierra Rutile Shares will commence trading on the ASX on 5.7
Wednesday, 27 July 2022, initially on a deferred settlement basis.

Itis the responsibility of Eligible Shareholders to determine their entitlement
to Sierra Rutile Shares before trading in Sierra Rutile Shares, especially during
the deferred settlement period.

Trading on the ASX of Sierra Rutile Shares on a normal settlement basis is
expected to commence on Friday, 5 August 2022.

Demerger of Sierra Rutile Holdings Limited
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Question Answer Section
Sierra Rutile after the Demerger
What will the Sierra Rutile  There is no certainty as to the price at which Sierra Rutile Shares will trade 5.7
share price be after the after the Demerger. Sierra Rutile's share price will be determined when it
Demerger? commences trading on the ASX on a deferred settlement basis, which is
expected to be on Wednesday, 27 July 2022.
What will Sierra Rutile's Sierra Rutile's current strategic priorities are set out in Section 3.5. The 35
strategic priorities be Sierra Rutile Board intends to continue to focus on these strategic priorities
after the Demerger? following the Demerger.
The future strategy of Sierra Rutile will be a matter for the Sierra Rutile Board
and Sierra Rutile senior management to update over time.
What additional ongoing  Sierra Rutile is expected to incur incremental, net ongoing costs of 1.4.2
costs will Sierra Rutile approximately A$7.0 million per annum as a standalone listed entity. These
have as a standalone costs are associated with Sierra Rutile's ongoing ASX fees, share registry,
listed company? insurance, maintaining a separate board of directors and management team,
and operating company secretarial, treasury and other corporate functions
required as a separate listed entity.
What will Sierra Rutile's Given Sierra Rutile's focus on developing the Sembehun Project and the pre- 3.6
dividend policy be? production capital required to bring Sembehun into production, Sierra Rutile
will not have an active dividend policy immediately post Demerger.
Sierra Rutile's approach to dividends and dividend policy will be determined
by the Sierra Rutile Board at its discretion and may change over time.
What will Sierra Rutile’s Following the Demerger, Sierra Rutile will have no debt. Sierra Rutile will 3.6
capital structure be? have a cash balance of US$20.7 million (at 31 May 2022), post pro forma
adjustments. Further, lluka will establish a US$45 million cash funded
rehabilitation trust to support Sierra Rutile's estimated rehabilitation
obligations as at 31 December 2021.
Sierra Rutile will have only ordinary shares on issue and no other equity
securities at the time of the Demerger.
Who will be on the Sierra  The Sierra Rutile Board will initially comprise the following persons: 3.23.1
Rutile Board after the
Demerger? *  Greg Martin —Independent Chair
*  Theuns de Bruyn — Managing Director and Chief Executive Officer
*  Martin Alciaturi - Finance Director
e Graham Davidson - Independent Non-Executive Director
* Joanne Palmer - Independent Non-Executive Director
Who will be on the senior  Sjerra Rutile's senior leadership team will comprise: 3.23.2

management team of
Sierra Rutile after the
Demerger?

e Theuns de Bruyn — Managing Director and Chief Executive Officer
*  Martin Alciaturi - Finance Director

*  Eben Lombard - Chief Operating Officer

*  Maurice Cole - Chief Financial Officer

*  Derek Folmer — General Manager Marketing

*  Sue Wilson - General Counsel and Company Secretary
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Question

Answer

Section

lluka after the Demerger

Will lluka own any Sierra
Rutile Shares after the
Demerger?

No. lluka’s strategic and capital allocation priorities are now focused on its
key Australian operations and development projects, particularly at Eneabba,
where lluka is developing a fully integrated rare earths refinery. Accordingly,
lluka will not retain any Sierra Rutile Shares after the Demerger.

What will lluka’'s share
price be after the
Demerger?

There is no certainty as to the price at which lluka Shares will trade after the
Demerger. lluka will, however, no longer own the assets of Sierra Rutile and as
a result, the price at which lluka Shares trade may change post Demerger.

lluka (post Demerger)'s share price will be determined when it begins trading
on the ASX ex-Demerger Entitlement, which is expected to be on Wednesday,
27 July 2022.

5.7

What will be lluka's
strategy after the
Demerger?

Post demerger, lluka will be an international critical minerals company

with expertise in exploration, project development, mining, processing,
marketing and rehabilitation. With over 70 years industry experience, lluka will
continue to be a producer of the critical minerals zircon, high grade titanium
feedstocks (rutile and synthetic rutile) and rare earths.

lluka is seeking to address depleting supply across the mineral sands industry
by pursuing the development of technically challenging opportunities in
Australia. This includes mining and processing solutions that could be material
for both lluka and the industry such as; the innovative underground mining
technology under development for the Balranald project, and the zircon
processing solution under development for the Wimmera deposits.

The company has also approved the development of a fully integrated rare
earths refinery at Eneabba in Western Australia, representing an important
and logical step in lluka's strategy to be a leading global supplier of critical
minerals. Eneabba is the world's highest grade rare earths operation and
provides a world class foundation for lluka's diversification. Similarly, the
Wimmera project in Victoria has the potential to serve as a long life source of
both rare earths and zircon.

lluka's objective to deliver sustainable value will remain.

4.3

Who will be on the
lluka Board after the
Demerger?

Following the Demerger, the lluka Board will comprise 6 directors:

*  Rob Cole - Independent Chairman

e Tom O'Leary — Managing Director

*  Marcelo Bastos - Independent Non-Executive Director
e Susie Corlett — Independent Non-Executive Director

*  Lynne Saint - Independent Non-Executive Director

* Andrea Sutton - Independent Non-Executive Director

4.6

Demerger of Sierra Rutile Holdings Limited
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Question Answer Section

lluka after the Demerger

Who will be on the Following the Demerger, lluka's senior management team will comprise: 4.6
senior management

team of lluka after the e Tom O'Leary — Managing Director and CEO

Demerger? *  Adele Stratton — Chief Financial Officer and Head of Development

*  Matthew Blackwell — Head of Projects and Sales & Marketing

*  Daniel McGrath — Chief Technical Officer and Head of Rare Earths
*  Shane Tilka — General Manager, Australian Operations

e Sarah Hodgson - General Manger, People and Sustainability

*  Rob Hattingh — Head of Climate Change Response

*  Ben Martin — General Counsel and Company Secretary

What will be the impact of Post Demerger, lluka will maintain its current dividend framework to pay 45
the Demerger on lluka's  dividends equal to 100% of dividends received from Deterra Royalties and
dividends? a minimum of 40% of free cash flow from its mineral sands business not

required for investing or balance sheet activity. lluka will seek to distribute the
maximum franking credits available.

However, lluka's dividend policy will be determined by the lluka Board at its
discretion and may change over time.

Implementation and process

What are the mechanics  To implement the Demerger, lluka will undertake a Capital Reduction and 5.4
of the Demerger? Dividend, which will be an in-specie distribution of Sierra Rutile Shares to
Eligible Shareholders (other than Selling Shareholders). Eligible Shareholders
(other than Selling Shareholders) will receive one Sierra Rutile Share for every
lluka Share held at the Record Date.

Following implementation of the Demerger, Eligible lluka Shareholders (other
than Selling Shareholders) will hold 100% of the Sierra Rutile Shares on issue.

What is the Capital The Capital Reduction will involve lluka reducing its share capital on the 5.4and 8
Reduction? Implementation Date. The Capital Reduction Amount will not be paid in cash to

lluka Shareholders. The Capital Reduction (and the Dividend) will be effected by

an in-specie distribution of Sierra Rutile Shares under the Demerger.

lluka is of the view that, taking into account all relevant matters, the Capital
Reduction is fair and reasonable to lluka Shareholders as a whole and will not
materially prejudice the ability of lluka to pay its creditors.

The Independent Expert has concluded that the Demerger (comprising the
Capital Reduction and the Dividend) will not materially prejudice the ability
of lluka to pay its creditors. Refer to Section 8 for the Independent Expert's
Report.
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Question Answer Section

Implementation and process

What are the key steps to  The key remaining steps to implement the Demerger are: 1
implement the Demerger?
approval of the Capital Reduction by lluka Shareholders at the Extraordinary

General Meeting;

e approval of admission of Sierra Rutile to the Official List of the ASX and
the quotation of Sierra Rutile Shares on the ASX (Listing);

*  satisfaction or waiver of all other conditions precedent to the Demerger
(including establishment of the US$45m rehabilitation trust to support
Sierra Rutile's estimated rehabilitation obligations as at 31 December
2021); and

e Eligible Shareholders (other than Selling Shareholders) receiving Sierra
Rutile Shares.

Trading on the ASX of Sierra Rutile Shares on a normal settlement basis is
expected to commence on Friday, 5 August 2022.

Sections 5.1, 5.2, 5.3 and 5.4 contain further details of the Demerger,
including a description of the approval thresholds and other conditions that
must be satisfied or waived for the Demerger to proceed.

Is the Demerger subject  The Demerger is subject to the satisfaction or waiver of certain conditions. 5.1
to any conditions?
The conditions precedent to implementation of the Demerger are set out in

Section 5.1.

Which lluka Shareholders  |luka Shareholders registered on the lluka Share Register as holders of lluka 5.5
are eligible to participate  Shares at the Record Date may be eligible to receive Sierra Rutile Shares,
in the Demerger? depending on the location of their registered address.

lluka Shareholders whose registered address on the lluka Share Register at
the Record Date is in the following jurisdictions will be Eligible Shareholders:

e Australia, New Zealand, Hong Kong, Singapore, the United Kingdom or
the United States; or

* ajurisdiction in which lluka reasonably believes it is not prohibited or
unduly onerous or impractical to implement the Demerger and to transfer
the Sierra Rutile Shares to the lluka Shareholder.

Ineligible Overseas Shareholders, being lluka Shareholders whose registered
address on the lluka Share Register at the Record Date is outside the
jurisdictions listed above, will not receive Sierra Rutile Shares and should refer
to Section 5.8 for further information.

Will I need to make any No. The Capital Reduction and Dividend on your lluka Shares will be effected 5.5
payments to participate in py the in-specie distribution of Sierra Rutile Shares. You do not need to make
the Demerger? any separate payment.

Demerger of Sierra Rutile Holdings Limited
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Question Answer Section

Implementation and process

Can I choose to receive No. You cannot elect to receive cash instead of Sierra Rutile Shares under the 5.8
cash instead of Sierra Demerger.

Rutile Shares under the

Demerger? However, if you are an Ineligible Overseas Shareholder, the Sierra Rutile

Shares you are otherwise entitled to under the Demerger will be sold on
the ASX by the Sale Agent with the proceeds remitted to you, free of any
brokerage costs or stamp duty.

In addition, Eligible Shareholders who individually hold 2,000 lluka Shares
or less at the Record Date (Small Shareholders) may elect to have the
Sierra Rutile Shares to which they are entitled sold on the ASX by the Sale
Agent and the proceeds remitted to them under the Sale Facility, free of
any brokerage costs or stamp duty. Small Shareholders who do not make
an election to participate in the Sale Facility will receive Sierra Rutile Shares
under the Demerger.

The amount of money received by each Ineligible Overseas Shareholder

and Selling Shareholder will be calculated on an averaged basis so that all
Ineligible Overseas Shareholders and Selling Shareholders will receive the
same price in Australian dollars per Sierra Rutile Share, subject to rounding to
the nearest whole cent.

What is the Sale Facility?  The Sale Facility provides for the sale of Sierra Rutile Shares for Selling 5.8
Shareholders or Ineligible Overseas Shareholders as set out below.

SELLING SHAREHOLDERS
If you are a Small Shareholder and you wish to have:

* all of the Sierra Rutile Shares that you would receive under the Demerger
sold on the ASX by the Sale Agent; and

* the proceeds (calculated on an averaged basis) remitted to you, free of
any brokerage costs or stamp duty,

you should complete and return the Sale Facility Form using the enclosed reply
paid envelope, or by fax on (03) 9473 2093 (within Australia) or +61 3 9473
2093 (international) or by email to corpactprocessing@computershare.com.au
so thatitis received by the lluka Share Registry by 3.00pm (AWST) on Monday,
25 July 2022.

The Sale Facility operates on an opt-in basis for Small Shareholders, so Small
Shareholders who do not make an election to participate in the Sale Facility will
receive Sierra Rutile Shares under the Demerger.

The Sale Facility for Small Shareholders only applies to Sierra Rutile Shares.
lluka Shares cannot be sold under the Sale Facility.

INELIGIBLE OVERSEAS SHAREHOLDERS

Ineligible Overseas Shareholders will have their Sierra Rutile Shares sold
through the Sale Facility, with the proceeds (calculated on an average basis)
from the sale of the Sierra Rutile Shares to which they are entitled, remitted to
them, free of any brokerage costs or stamp duty.

Accordingly, Ineligible Overseas Shareholders do not need to take any steps
to participate in the Sale Facility.

What will lluka Eligible Shareholders (other than Selling Shareholders) will receive one Sierra 5.4
Shareholders receive if Rutile Share for every lluka Share they hold at the Record Date. The Record
the Demerger proceeds? Date is expected to be 5.00pm (AWST) on Thursday, 28 July 2022.
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Question Answer Section
Implementation and process
What is the impact of the  The number of lluka Shares will not change as a result of the Demerger. lluka
Demerger on my lluka will, however, no longer own the Sierra Rutile business after the Demerger.
Shares?
What are the costs of the  Total transaction and separation costs of the Demerger are estimated to 1.4.1
Demerger? be A$7.5 million (pre-tax), of which A$6.7 million is expected to be incurred
by lluka and the remaining A$0.8 million to be incurred by Sierra Rutile. Of
these costs, A$4.1 million is expected to have been incurred prior to the
Extraordinary General Meeting.
What happens if the If the Demerger does not proceed: 5.9.5
Demerger does not
proceed? »  Sierra Rutile will continue to operate as part of the lluka Group;
e Eligible Shareholders will not receive Sierra Rutile Shares (and Ineligible
Overseas Shareholders and Selling Shareholders will not receive the
proceeds from the sale of Sierra Rutile Shares);
e lluka will incur transaction costs of approximately A$3.4 million;
* lluka will have incurred separation costs of approximately A$0.7 million;
and
* the advantages of the Demerger described in Section 1.3 will not be
realised, and the disadvantages and risks of the Demerger described in
Sections 1.4 and 1.5 will not arise.
Voting on the Demerger
What is the resolution lluka Shareholders are being asked to consider and vote on a resolution to 5.3
to be proposed at the approve the Capital Reduction to effect the Demerger.
Extraordinary General
Meeting?
What is the voting The Capital Reduction must be approved by a simple majority (more than 5.3
threshold for the 50%) of votes cast by lluka Shareholders on the Demerger Resolution.
Demerger Resolution?
Who can vote at the lluka Shareholders who are registered on the lluka Share Register at 5.00pm 5.3
Extraordinary General (AWST) on Wednesday, 20 July 2022 are entitled to vote on the Demerger
Meeting? Resolution.
When and where is the The Extraordinary General Meeting for lluka Shareholders to vote on the 11

Extraordinary General
Meeting?

Demerger Resolution will be held at 9.30am (AWST) on Friday, 22 July 2022 as
a hybrid meeting, online and at The Theatrette on the Mezzanine level at 240
St Georges Terrace, Perth, Western Australia.

lluka will be closely monitoring the evolving COVID-19 situation. If it becomes
necessary or appropriate to make alternative arrangements for the holding
of the Extraordinary General Meeting, lluka will ensure that lluka Shareholders
are given as much notice as possible via the ASX Market Announcements
Platform and lluka's website.
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Question Answer Section

Voting on the Demerger

What is the procedureto  VOTING IN PERSON 11
vote at the Extraordinary

General Meeting? lluka Shareholders and proxyholders can attend and participate in the
ing?

Extraordinary General Meeting in person at the Theatrette on the Mezzanine
level at 240 St Georges Terrace, Perth, Western Australia, including the ability
to ask questions and cast votes during the meeting.

VOTING VIA THE ONLINE PLATFORM

lluka Shareholders and proxyholders have the option to participate at the
Extraordinary General Meeting in real-time using the online platform. To use
the online platform you will require a computer, tablet or mobile device with an
internet connection.

Participating in the meeting online will enable lluka Shareholders to view the
Extraordinary General Meeting live, comment and ask questions, and vote in
real time at the appropriate times during the meeting.

More information about online participation is available in the Extraordinary
General Meeting Online Guide at: http://www.computershare.com.au/
virtualmeetingguide.

VOTING BY PROXY

If you are unable to attend the Extraordinary General Meeting, you can lodge
your proxy online at www.investorvote.com.au or scan the personalised QR
code on your Proxy Form with your smartphone and follow the prompts.
Alternatively, complete and return the Proxy Form accompanying this
Demerger Booklet by using the enclosed envelope, or by fax on 1800 783
447 (within Australia) or +61 3 9473 2555 (international).

If an attorney signs a Proxy Form on your behalf, a copy of the authority
under which the Proxy Form was signed must be received by the lluka
Share Registry at the same time as the Proxy Form (unless you have already
provided a copy of the authority to the lluka Share Registry).

If you complete and return a Proxy Form, you may still attend the
Extraordinary General Meeting online.

What if | do not vote at If lluka Shareholders who support the Demerger do not vote, there is a 11
the Extraordinary General risk the Demerger will not be approved. If you do not vote or vote against
Meeting or do notvotein  the Demerger Resolution, but the Demerger Resolution is approved by the
favour of the Demerger requisite majority of lluka Shareholders then, subject to the other conditions
Resolution? to the Demerger being satisfied or waived, the Demerger will be implemented

and binding on all lluka Shareholders, including those who did not vote or

voted against the Demerger Resolution.
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Question Answer Section

Tax considerations

What are the taxation lluka has applied to the Australian Commissioner of Taxation for a class 6
implications of the ruling confirming certain income tax implications of the Demerger for lluka
Demerger for lluka Shareholders.

Shareholders?
A class ruling will only be received from the Commissioner after the

Implementation Date for the Demerger.

The general Australian taxation implications of the Demerger for lluka
Shareholders are set out in Section 6 including in the situation where
demerger tax relief is available and where demerger tax relief is not available.

The outline in Section 6 is general in nature and should not be relied upon
as advice. The tax consequences for each shareholder may vary depending
on individual circumstances. Accordingly, you are encouraged to seek your
own professional advice as to the Australian, and, if applicable, foreign tax
implications of participating in the Demerger.

Other information

If you have further If you have any further questions, you should:
questions
e contact your stockbroker, solicitor, accountant and/or other professional

adviser; or

e call the Shareholder Information Line on 1300 733 043 (within Australia)
or +61 39415 4801 (international) on weekdays between 8.30am and
5.00pm (AEST).

Further information can also be found on lluka's website www.iluka.com.
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Advantages, disadvantages and other relevant considerations //

1.1 BACKGROUND TO
THE DEMERGER

In late 2020, with its business evolving and its strategic
priorities shifting towards its core Australian mineral sands
and rare earths business, lluka commenced a process to
identify third parties willing to invest in the next phase of
Sierra Rutile's growth.

In January 2022, lluka announced the process had been
broadened to include an assessment of a potential
demerger of Sierra Rutile.

Following the conclusion of this process, the lluka Board
determined that it is too early to crystallise an appropriate
value for the Sembehun project and that a demerger, which
provides lluka Shareholders with the opportunity to retain
an exposure to Sembehun, is the optimal pathway for Sierra
Rutile to reach its potential and maximise value for lluka
Shareholders.

A demerger of Sierra Rutile will allow lluka to focus its
capital and management attention on its core Australian
assets and development opportunities, particularly at
Eneabba, where lluka is developing a fully integrated rare
earths refinery.

For Sierra Rutile, a demerger will provide a dedicated Board
and management team and appropriate capital structure,
ensuring the company is well equipped to implement
strategies to maximise the value from the remaining
deposits at Area 1 and to continue to progress the globally
significant Sembehun Project.

The lluka Directors are of the view that the advantages

of the Demerger outweigh its disadvantages and risks.

As aresult, each lluka Director recommends that lluka
Shareholders vote in favour of the Demerger Resolution at
the Extraordinary General Meeting.

lluka Shareholders should carefully consider the following
advantages, disadvantages and risks of the Demerger and
other relevant considerations, as well as other information
contained in this Demerger Booklet (including the risks
associated with owning Sierra Rutile Shares as set out

in Section 3.27, the risks associated with owning lluka
Shares (post-Demerger) as set out in Section 4.8 and the
Independent Expert's Report in Section 8), in deciding
whether or not to vote in favour of the Demerger Resolution
required to implement the Demerger.

1.2 ALTERNATIVES
CONSIDERED

lluka has carefully considered, with its advisors, a

number of alternative options to the Demerger, including
maintaining the current structure, undertaking a sale of or
an initial public offering of Sierra Rutile. The lluka Directors

are of the view that separation of the businesses has the
potential to unlock shareholder value over time relative to
the current combined structure and that, of the options
to separate, the Demerger is the most likely to enhance
long term value for lluka Shareholders compared to the
alternative options. Accordingly, the lluka Directors are of
the view that the Demerger is the preferred mechanism to
effect the separation of Sierra Rutile from lluka.

1.21 MAINTAINING THE CURRENT
STRUCTURE

The geographic, operational and development
characteristics and risk profiles of lluka's Australian
business and Sierra Rutile differ and require different
strategies, levels of capital investment, capital structures
and financial policies.

As lluka has elected to focus on its mineral sands and

rare earths business in Australia, Sembehun is not one of
lluka's highest near term priorities for capital deployment
despite being a globally significant deposit with potentially
attractive returns based on the June 2022 Sembehun
Preliminary Feasibility Study (PFS) (refer to Section 3.12 for
details on the development of the Sembehun Project).

As aresult, maintaining the current structure is not
expected to maximise the potential of the Sembehun
Project. Further, maintaining the current structure does
not allow investors to choose their level of investment

in the two distinct investment propositions. While
maintaining the current structure does have some
benefits including reduced transaction costs and revenue
diversification, the lluka Directors do not believe this will
deliver the greatest long-term value for lluka Shareholders
compared to the Demerger.

1.2.2 TRADE SALE

While a sale of Sierra Rutile may result in cash proceeds
being received by lluka, given Sierra Rutile's current
characteristics (particularly the rehabilitation obligations
in relation to Area 1 and the capital requirements for the
development of Sembehun) trade buyers and financial
sponsors have not, at this time, offered terms that reflect
fair value for the significant future option value that
Sembehun represents for lluka Shareholders. If Sierra
Rutile was sold, lluka Shareholders would not have the
option to continue their investment and therefore could
not participate in any future value uplift associated with
the development of Sembehun. A sale may involve a
higher degree of transaction uncertainty compared to the
Demerger. Accordingly, the lluka Board considers a sale is
unlikely to realise the full underlying value of Sierra Rutile
for lluka Shareholders.

The Demerger does not preclude a third party from
acquiring Sierra Rutile in the future. Whilst there is no
guarantee an approach for an acquisition of Sierra Rutile
may subsequently eventuate, lluka Shareholders who retain
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their investment in Sierra Rutile following the Demerger
would potentially benefit from, and be able to make their
own decision about participation in, any future corporate
takeover activity involving Sierra Rutile.

1.2.3 INITIAL PUBLIC OFFERING (IPO)

Under an IPO of Sierra Rutile, lluka would receive cash
proceeds from investors for the sale of Sierra Rutile Shares.
However, an IPO would also likely involve a significant
degree of transaction uncertainty and would not allow lluka
Shareholders to participate in any future value associated
with the development of Sembehun, unless lluka
Shareholders separately opted to participate in the IPO of
Sierra Rutile or that future value was adequately recognised
in the cash proceeds from IPO investors.

Separation via an IPO would also be likely to give rise to
substantial additional execution costs compared to the
Demerger.

1.2.4 DEMERGER

The lluka Directors selected the Demerger as the preferred
approach to the separation of Sierra Rutile as the lluka
Board considers that the Demerger:

e will establish Sierra Rutile with a dedicated Board and
management team and capital structure so that Sierra
Rutile is well equipped to implement strategies to
maximise value from the remaining producing deposits
at Area 1 and to continue to progress the globally
significant Sembehun Project;

e does not crystallise a fixed value for Sierra Rutile
but instead allows Eligible Shareholders to continue
to retain their exposure to Sierra Rutile and benefit
from the future growth of the business through the
development of Sembehun;

e allows Eligible Shareholders to retain their existing
ownership of Sierra Rutile, with the opportunity to
increase or decrease that exposure by trading in Sierra
Rutile Shares based on their individual preferences for
differing geographic exposures and risk-return profiles;

e allows for greater flexibility to align Sierra Rutile's
incentive plans with the company's underlying strategy,
performance and shareholder value creation; and

* isthe preferred method of separation relative to
other options currently available, taking into account
transaction costs, certainty and implementation
timeframe.

1.3 ADVANTAGES OF THE

DEMERGER

1.3.1 THE BOARD AND MANAGEMENT OF
EACH OF SIERRA RUTILE AND ILUKA
WILL FOCUS ON THE DISTINCT
STRATEGIES FOR EACH BUSINESS

lluka's Australian mineral sands and rare earths business
and Sierra Rutile have differing geographic exposures

and risk-return profiles. Following the Demerger, lluka and
Sierra Rutile will each be able to focus on their respective
strategies and operational initiatives to drive long term value.

At present, strategic decisions and the allocation of
capital relating to Sierra Rutile are considered against
those of lluka's core Australian mineral sands and rare
earths business. The Demerger will create a board and
management team focused solely on implementing
strategies to maximise the value from the remaining
producing deposits at Area 1 and to continue to progress
the globally significant Sembehun Project.

Refer to Section 3.5 for additional information on the
proposed business strategy of Sierra Rutile and to Section
4.3 for additional information on the business overview

of lluka.

1.3.2 A DEMERGER OF SIERRA RUTILE
MAXIMISES THE POTENTIAL FOR THE
GLOBALLY SIGNIFICANT SEMBEHUN

PROJECT TO BE DEVELOPED

Subject to the Demerger proceeding, Sierra Rutile will be
focused on advancing its globally significant Sembehun
Project, representing one of the largest and highest

grade natural rutile deposits in the world. The June 2022
Sembehun PFS sets out an attractive project and pathway
to developing Sembehun that leverages the significant
Area 1 infrastructure in place and future Area 1 cash

flows to develop Sembehun in a two phased approach.
This phased approach contemplates the development of
Sembehun being integrated into the remaining operations
at Area 1, allowing mining activities to transition to the
Sembehun group of deposits over time. The Sembehun
PFS outlines a mine life of over 13 years post completion of
steady state operations at Area 1 based on the current Ore
Reserve for Sembehun.

This approach is also expected to optimise Sembehun pre-
production capital expenditure and maximise Sierra Rutile's
ability to utilise cash flows generated from Area 1 to assist
in funding the development of Sembehun.

Refer to Section 3.12 for further details on the development
of the Sembehun Project.
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1.3.3 ILUKA SHAREHOLDERS WILL HAVE
GREATER FLEXIBILITY TO CHOOSE THEIR
LEVEL OF INVESTMENT IN ILUKA AND

SIERRA RUTILE

The characteristics and risk profiles of lluka and Sierra Rutile
differ and may appeal to different types of investors. The
Demerger will provide Eligible Shareholders (other than
Selling Shareholders) with separate investments in two
distinct companies.

Sierra Rutile will be focused on maximising value from its
existing Area 1 operations and progressing the development
of the globally significant Sembehun Project, which
represents one of the largest and highest grade natural rutile
deposits in the world.

lluka (post Demerger) will be an Australian focused mineral
sands and rare earths producer providing investors with a
market leading position in the global mineral sands market
(both in zircon and high grade titanium feedstocks markets)
and exposure to lluka's rare earths business, where it has
approved the development of the fully integrated rare earths
refinery located at Eneabba in Western Australia.

Once Sierra Rutile is separately listed, existing and future
investors will have greater investment choice and the
opportunity to manage their exposure to the different
investment characteristics of lluka and Sierra Rutile
respectively, according to their individual preferences for
differing geographic exposures and risk-return profiles.

1.3.4 GREATER FLEXIBILITY TO ALIGN
INCENTIVE PLANS WITH UNDERLYING
STRATEGY, PERFORMANCE AND

SHAREHOLDER VALUE CREATION

The Demerger will increase flexibility for each business to
put in place management compensation and incentive plans
that have closer alignment to each business' underlying
strategy, performance and shareholder returns. Further,

this increased flexibility will enhance Sierra Rutile’s ability to
attract and retain key personnel.

At present, lluka executive incentive plans are weighted
towards overall shareholder return-based measures. Without
a structural separation, it is challenging in this context to
decouple the contribution to shareholder return from lluka's
Australian mineral sands and rare earths business and Sierra
Rutile, by maximising value from Area 1 and developing the
Sembehun Project.

Separating the businesses by way of the Demerger ensures
that share based compensation and incentive plans can be
fully aligned to the respective business' performance and
value creation.

For further information on Sierra Rutile Directors’ incentive
plans see Section 3.25.6.

1.4 DISADVANTAGES OF

THE DEMERGER

1.41 REDUCTION IN SIZE AND
DIVERSIFICATION

The Demerger will create two separate companies listed on
the ASX, each of which will be smaller than lluka immediately
before the Demerger.

While lluka will continue to be a large, diversified business
following the Demerger, Sierra Rutile will be a smaller, stand-
alone, business with one operating asset and a development
project and will no longer have the support of the broader
lluka group (including access to funding via the lluka Group).
This may result in Sierra Rutile incurring additional costs
(such as incremental financing and insurance costs and

less beneficial supply terms) and facing additional risks
compared to its position as a subsidiary of lluka. There may
also be potential delays, unexpected costs or other issues in
establishing Sierra Rutile as a standalone entity.

Sierra Rutile's assets are located in Sierra Leone and will be
subject to the various political, economic, social and other
risks and uncertainties associated with operating in that
jurisdiction. Any event or circumstance which negatively
affects Sierra Leone could materially affect the financial
performance of Sierra Rutile more significantly than if it had a
geographically diversified asset base.

Sierra Rutile will be materially exposed to natural rutile
production and fluctuations in titanium feedstock prices.
These factors, which determine the cash flow from Sierra
Rutile's asset base, can be volatile. While the outlook for

the titanium feedstock market is positive, lower economic
growth or a deterioration in global economic conditions may
impact titanium feedstock markets and therefore affect the
revenue and cash flow generation that Sierra Rutile derives
from its existing Area 1 operations and that it may derive
from operations at Sembehun.

For further information regarding the risk factors affecting
Sierra Rutile, see Section 3.27 and lluka (post Demerger) see
Section 4.8.

1.4.2 ADDITIONAL CORPORATE AND

OPERATING COSTS

Following the Demerger, Sierra Rutile will be a separately
listed entity on the ASX, which is expected to result in net
additional ongoing corporate costs of approximately A$7.0
million per annum. These costs are associated with Sierra
Rutile’'s ongoing ASX fees, share registry, maintaining a
separate board of directors and management team, and
operating company secretarial, treasury and other corporate
functions required as a separate listed entity.

1.4.3 DEMERGER IMPLEMENTATION COSTS

Total one-off transaction and separation costs in relation to
the Demerger are estimated to be approximately
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A$7.5 million (on a pre-tax basis). These costs include
financial, accounting, legal and tax adviser costs and upfront
organisation costs, IT costs and ASX listing execution costs.
It is expected that the majority of costs will be met by lluka
save for Sierra Rutile's organisation costs, a portion of
financial and legal advisory fees. Approximately A$4.1 million
of these costs will have already been incurred prior to the
Extraordinary General Meeting. The remaining costs are
expected to be incurred following the Extraordinary General
Meeting.
1.4.4 SOME ILUKA SHAREHOLDERS WILL
NOT BE ELIGIBLE TO RECEIVE, OR MAY
BE UNABLE TO RETAIN, SIERRA RUTILE
SHARES

lluka Shareholders who are Ineligible Overseas Shareholders
will not receive Sierra Rutile Shares under the Demerger.
Sierra Rutile Shares that would otherwise be transferred to
these shareholders under the Demerger will be transferred
to the Sales Agent to be sold, with the proceeds of such sale
to be paid to Ineligible Overseas Shareholders. Based on the
lluka Shareholders as at the date of this Demerger Booklet,
Ineligible Overseas Shareholders are not expected to
represent a significant proportion of the lluka Share Register.

In addition, some lluka Shareholders may not be permitted
to retain their Sierra Rutile Shares under the terms of their
investment mandates. This may result in downward pressure
on the Sierra Rutile Share price in the initial period following
implementation of the Demerger. Based on the lluka
Shareholders as at the date of this Demerger Booklet, such
shareholders could represent a significant proportion of the
lluka Share Register.

1.5 RISKS OF THE DEMERGER

The key risks of the Demerger are as follows:

1.5.1 COMBINED MARKET VALUE OF SIERRA
RUTILE SHARES AND ILUKA SHARES
POST DEMERGER MAY BE LESS THAN
THE COMBINED MARKET VALUE PRIOR
TO THE DEMERGER

The lluka Directors consider that the Demerger will enhance
long term value for lluka Shareholders. However, it is not
possible to predict the market value of Sierra Rutile Shares
and lluka Shares post Demerger.

There can be no assurance that Sierra Rutile Shares or lluka
Shares post Demerger will trade at any particular price after
implementation of the Demerger and the Listing. There is a
risk that the combined market value of Sierra Rutile and lluka
(post Demerger) may be less than the market value of lluka
prior to the Demerger.

lluka Shareholders should also note that if the Demerger
does not proceed, there is no assurance that lluka Shares
will continue to trade at prices in line with recent levels.

1.5.2 POTENTIAL CHANGES IN INDEX
INCLUSION AND IMPACT OF SIERRA
RUTILE NOT BEING INCLUDED IN THE
S&P/ASX 200 INDEX OR THE S&P/ASX

100 INDEX

lluka is currently (prior to the Demerger) a constituent of
the benchmark S&P/ASX 200 index as well as the S&P/ASX
100 index. Following the Demerger, lluka is expected to
continue to be a constituent of the S&P/ASX 200 index and
S&P/ASX 100 index. However, Sierra Rutile is not expected
to be a constituent of the S&P/ASX 200 index or the S&P/
ASX 100 index.

Index inclusion for lluka will depend on a number of factors,
including the trading of its shares following the Demerger,
and no assurances can be made regarding lluka's potential
index inclusion following the Demerger, or potential index
inclusion in the future.

Given the expectation that Sierra Rutile will not be a
constituent of the S&P/ASX 200 index or the S&P/ASX

100 index, it is likely that some existing institutional fund
manager shareholders will need to sell their shares in the
period immediately following the Demerger to comply with
their investment mandates or preference. However, this

may also create the opportunity for different groups of
institutional fund managers focused on constituents outside
of these indices to purchase shares under their investment
mandates. As such, there is no certainty as to the impact on
the share price or trading of Sierra Rutile stemming from not
being a constituent of the S&P/ASX 200 index or the S&P/
ASX 100 index.

1.5.3 THERE IS POTENTIAL FOR DELAYS,
UNEXPECTED COSTS OR OTHER ISSUES
IN ESTABLISHING SIERRA RUTILE AS A

STANDALONE OPERATING ENTITY

Sierra Rutile is currently supported in part by lluka's
corporate services infrastructure, including assistance
with the provision of services relating to group accounting,
treasury, taxation, superannuation, technical, marketing,
legal, insurance, administration, information management
and human resources.

As part of the implementation of the Demerger, Sierra Rutile
will replace these support services with its own internal
capability, third party contracts and transitional service
agreements as appropriate. During a transitional period of
up to 12 months, Sierra Rutile will be reliant on lluka for the
provision of certain transitional services and will enter into a
transitional services arrangement with lluka to support the
establishment of its own operations (see Section 5.9.4 for
further information).

It may take some time for Sierra Rutile to procure the
necessary resources and services and ensure that all
processes are operating fully and efficiently. There is a risk
that the establishment of these capabilities may take longer
than expected or may involve greater costs than anticipated.
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The mineral sands industry consists of two core product
streams:

¢ titanium dioxide (TiO2) feedstocks - in which Sierra
Rutile participates predominantly in the chloride
segment through sales of natural rutile and ilmenite;
and

e zircon -in which Sierra Rutile participates through much
smaller sales volumes of zircon-in-concentrate (ZIC).

The two product categories have different properties,
prices and distinct end use markets. Mineral sands
deposits typically contain both titanium dioxide minerals
and zircon, the latter usually being present in a minor
proportion, as well as some rare earths bearing minerals
such as monazite and xenotime. The relative weighting of
each mineral in an ore body (known as assemblage) varies
by deposit.

2.1 INTRODUCTION TO
TITANIUM FEEDSTOCKS

Titanium dioxide is a dark coloured mineral which, with
processing, can be converted into a white opaque powder.
Around 90% of titanium dioxide minerals globally are used

Application

as a pigment in the manufacture of paint, plastic, paper
and fibre where, in addition to being a whitener, they also
provide UV and chemical resistance. The wide range of
end applications for pigment include house and car paints,
laminates, plastic pipes and packaging, inks, clothing,
sunscreen, toothpaste and in the cosmetic industry.

Titanium minerals are also used to produce titanium
metal, which has the highest strength to weight ratio

of all commercial metals. Titanium metal is chemically
resistant, has a high melting point and low conductivity. It
is used across a diverse range of applications including
aeronautics, medical implants, defence, sporting

goods and componentry in the offshore mining and
petrochemicals industries.

Welding is a further key market of titanium feedstocks,
used in the manufacture of welding electrodes, as used in
the steel construction and ship building industries.

Titanium dioxide is produced from rutile, synthetic rutile,
titanium slag, leucoxene or ilmenite (listed in descending
TiO, content). Titanium feedstocks are manufactured
into pigment through either the sulphate process (where
titanium dioxide is digested in sulfuric acid, refined and
purified), or the chloride route (where titanium dioxide is
chlorinated and then distilled for purification).

Global Demand Sierra Rutile Sales
(CY19-21 average)' (CY19-21 average)

Pigment

Paint, plastics, inks,
specialty coatings

Metal

Aircraft frames and
engines, medical items,
sporting goods

Welding

Steel fabrication,
ship building

- @

1 Global demand for titanium feedstocks (TZMI February 2022).

28 Demerger of Sierra Rutile Holdings Limited



Mineral sands industry overview //

2.2 HIGH GRADE FEEDSTOCKS

High grade titanium feedstocks (High Grade Feedstocks) are feedstocks with greater than 85% TiO, content, including
natural rutile, synthetic rutile and certain slags. Natural rutile is the primary product of Sierra Rutile, comprising
approximately 66% of sales volumes and 90% of revenue in 2019-21.

High Grade Feedstocks are used preferentially in the chloride pigment process, as they typically use less chlorine, and
produce less waste per tonne of pigment produced. Naturally occurring rutile, as produced by Sierra Rutile, is a very high
grade feedstock at 95% TiO.. A key benefit of natural rutile is that it does not require upgrading and is ready for direct use as
a titanium pigment feedstock.

Figure 2.1 below shows the production share of the global titanium dioxide pigment industry by producer.

15%
‘ 6%

2025 - -

‘ 13%

FIGURE 2.1 TITANIUM PIGMENT PRODUCTION BY PRODUCER

13%
44%
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B Chemours M Venator m Kronos B Tronox M LB Group H Others

Note: Tronox production in 2015 reflects total production by Tronox and Cristal, prior to Tronox’s acquisition of Cristal in 2019.
Source: TZMI (February 2022)

High Grade Feedstocks are also used in specialist applications including welding electrodes and the production of titanium
metal used in commercial aerospace, military and industrial applications. Approximately 14% of Sierra Rutile's sales are used
to produce titanium metal, despite metal as an end-use application comprising just 4% of total global demand for titanium
feedstocks. This is due to the high quality of Sierra Rutile’s products. Approximately two-thirds of Sierra Rutile's natural

rutile is consumed in the more demanding applications where the highest quality feedstock is favoured for technical or
environmental reasons.

Demand for natural rutile is supported by its high grade, low impurity characteristics and the configurations of chloride
pigment manufacturing plants globally. As outlined in Figure 2.2 below, TZMI assumes that rutile consumption is currently
supply constrained (that is, there is unmet demand due to insufficient production) and expects demand will match supply
in the near term before entering a market deficit in the longer term. If there is no constraint on rutile supply, TZMI expects
demand for rutile to be much higher than what is projected in the base case assuming there is no significant pricing
arbitrage among the high grade feedstocks. This is shown in Figure 2.2 below.
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FIGURE 2.2 GLOBAL SUPPLY AND DEMAND NATURAL RUTILE BALANCES AND OUTLOOK TO 2025
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Note: The unconstrained rutile estimate reflects TZMI guidance based on future growth in chloride feedstock demand and assuming historical
consumption patterns of rutile, and displacement of other high-grade feedstocks.

Source: TZMI (February 2022)

The price of natural rutile has increased in recent years and is expected to remain robust, based on TZMI forecasts

(see Section 3.12.2). This is driven by the limited number of high natural rutile assemblage mines in operation globally as
well as the absence of any material, conventional, shovel ready high natural rutile assemblage projects ready to be brought
online globally.

FIGURE 2.3 SIERRA RUTILE NET REALISED FOB PRICE OF RUTILE (2016 TO 2021)
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Source: Sierra Rutile management information (31 December 2021)
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Sierra Rutile also produces high quality chloride ilmenite, a lower grade titanium feedstock, with TiO, content between
58-62%. llmenite comprised approximately 26% of Sierra Rutile’'s sales volumes and 5% of revenue in 2019-21.

2.3 TITANIUM FEEDSTOCK MARKET OVERVIEW

As noted above, titanium dioxide pigment is produced by using either sulphuric acid (sulphate process) or chlorine
(chloride route).

The sulphate process employs simpler technology than the chloride route and can use lower grade, cheaper ores. However,
it generally has higher production costs. The chloride route produces a product with a tighter range of particle size and
makes up the majority of the High Grade Feedstock market demand.

Accordingly, feedstocks for the titanium dioxide market are typically split between those that are suitable for the sulphate
process and those that are suitable for the chloride process.

Sierra Rutile's high grade, low impurity rutile is one of the highest quality products available in the High Grade Feedstock
market. Moreover, TZMI forecasts growth in demand for chloride feedstocks to grow at a compound annual growth rate
(CAGR) of 4.4% in 2022-25, noticeably outstripping growth in demand in sulphate feedstocks (CAGR of -2.8% 2022-2025).

FIGURE 2.4 CHLORIDE VS SULPHATE FEEDSTOCK FORECAST DEMAND
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Source: TZMI (February 2022)

2.4 CHLORIDE FEEDSTOCK SUPPLY DYNAMICS

Chloride feedstock supply in 2022 is estimated by TZMI at 4.16 million TiO, units, reflecting production guidance and
forecasts from existing and approved operations.

TZMI forecasts global chloride feedstock supply to increase to approximately 4.37 million TiO, units by 2025, representing

a CAGR of 1.6% between 2022 and 2025. The modest increase in supply outlook is underpinned by the expected output
expansion at Chinese smelters, the ramp-up of the Jazan smelter in Saudi Arabia, which was commissioned in late 2021, and
the return to normal operations at Richards Bay Minerals following supply disruptions.

TZMI expects the market to enter a supply deficit from 2024 and any further delays or disruptions to development projects
are expected to worsen the market imbalance.

The estimates discussed above and set out in Figure 2.5 below were forecast by TZMI in February 2022 and do factor in the
conflict between Russia and Ukraine, which is expected to exacerbate supply tightness. The welding (rutile) and aerospace
(titanium metal) sectors are expected to be most affected, with Chemours (chloride pigment) also expected to be severely
impacted.
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FIGURE 2.5 CHLORIDE FEEDSTOCK SUPPLY BY PRODUCT
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Source: TZMI (February 2022)

2.5 CHLORIDE FEEDSTOCK DEMAND DYNAMICS

TZMI estimates global chloride feedstock demand for 2022 to roughly match supply at 4.16 million TiO, units, as the world
slowly returns to ‘normal’ following the impacts of the COVID-19 pandemic.

Current TZMI projections indicate global demand for chloride feedstocks will reach 4.73 million TiO, units by 2025, implying
a CAGR of 4.4% between 2022 and 2025 and notably outstripping the forecast supply growth.

There has been a strong recovery in demand levels for pigment, and a moderate recovery in titanium metal and welding end-
uses, supporting an upside to current demand and supply forecasts.

While titanium was already considered a critical mineral in Australia, Japan and the United States of America,? the addition
of titanium to the European Union'’s list of critical minerals in 2020 was a positive development for the titanium feedstock
industry. This status highlights the importance of titanium to these leading western markets and may see an increase in
their collective efforts to partner with resource rich nations to ensure they have continuity of supply for these critical raw
materials.

Further to the above, the European Union established the "European Raw Materials Alliance” in 2020, with the key objective
of diversifying the European Union's supply chain for these critical raw minerals, ensuring it is not reliant on any one country
for these critical raw materials.

The European Union has historically relied on China for 45% of its titanium supply, meaning the successful execution of
the strategy being pursued by this alliance is expected to see policy developed that is favourable to non-Chinese based
producers of titanium such as Sierra Rutile.®

2 Australia's Critical Minerals Strategy 2019.
3 https://ec.europa.eu/growth/sectors/raw-materials/specific-interest/critical_en.
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FIGURE 2.6 CHLORIDE FEEDSTOCK DEMAND BY FEEDSTOCK TYPE
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2.6 CHLORIDE FEEDSTOCK SUPPLY AND DEMAND BALANCE

TZMI expects the chloride feedstock market to continue to experience supply tightness throughout the forecast period,
despite a temporary surplus in 2023, which will be exhausted rapidly as a deficit emerges in 2024 and 2025.

FIGURE 2.7 GLOBAL CHLORIDE FEEDSTOCK SUPPLY AND DEMAND BALANCES AND OUTLOOK TO 2025
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From 2022, natural rutile and broader titanium feedstock market dynamics provide strong support for Sierra Rutile’'s current
operations and the development of the Sembehun Project.
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2.7 INTRODUCTION TO ZIRCON

Zircon is an opaque, hard wearing mineral with unique chemical resistance and thermal stability properties. Sierra Rutile's
zircon product, ZIC, comprised approximately 8% or Sierra Rutile's sales volumes and 5% of revenue in 2019-21.

End-use applications for zircon include ceramics, chemicals and specialty uses, refractory and foundry, and zirconium
chemicals and other end-uses:

ceramics comprise 49% of global demand,* and include tiles, sanitary ware and tableware;

chemicals and specialty uses comprise 18% of global demand,* and include electronics, catalytic converters, fibre
optics and nuclear fuel rods;

refractory and foundry comprise 11% of global demand,*and include the investment casting, glass, steel and cement
industries; and

zirconium chemicals and other comprise 22% of global demand and include zirconia and other end-uses.

2.8 ZIRCON SUPPLY AND DEMAND BALANCE

TZMI forecasts the current supply deficit for zircon to have notably increased by the end of 2025. This is a result of divergent
supply and demand growth forecasts, end of mine life at key existing operations and new supply contributions being
insufficient to meet demand.

FIGURE 2.8 GLOBAL SUPPLY AND DEMAND ZIRCON BALANCES AND OUTLOOK TO 2025
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4

Average global demand for zircon between 2019-21 (TZMI February 2022).

34 Demerger of Sierra Rutile Holdings Limited






Overview of Sierra Rutile //

3.1 BACKGROUND INFORMATION AND BUSINESS SUMMARY

Sierra Rutile is a multi-mine mineral sands operation straddling the Bonthe and
Moyamba districts in southern Sierra Leone with over 2,200 employees, representing
one of the largest private employers in Sierra Leone.

Sierra Rutile's current mining and mineral processing
operations at Area 1 include four wet concentrator

plants (WCPs); a mineral separation plant (MSP) and
associated infrastructure; residential camps for senior

and management staff; and a dedicated port facility
(collectively referred to as Area 1). Sierra Rutile also holds
one of the world's largest known natural rutile deposits, the
Sembehun Project.

Sierra Rutile has an established operating history over

more than 50 years and, if the Sembehun Project proceeds,

a future mine life of over 13 years post completion of
steady state operations at Area 1 based on the recent
Sembehun PFS detailed in Section 3.12.

FIGURE 3.1 LOCATION OF SIERRA RUTILE ASSETS

The Sembehun deposit, located approximately

30 kilometres from the current Area 1 operations, is one of
the largest and highest quality known rutile deposits in the
world, presenting an attractive development opportunity,
long mine life and additional exploration potential
underpinned by strong medium to long term titanium
feedstock fundamentals.

Refer to Section 3.12 for details on the development of the
Sembehun Project.
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o

1920s
Titanium-bearing mineral sands first

discovered in south-western Sierra Leone

o

1960s

BTP and Pittsburgh Plate Glass

formed Sherbro Minerals (SML)

and began mining operations at
Mogbwemo

1983-1995
Mine operated continuously and
profitably under Nord's management

o

1995

The second dredge was under
construction when the mine was
shut down and placed on care and
maintenance

o

2005

Refurbishment commenced (funded
by Government of Sierra Leone loan &
equity) and Sierra Rutile listed on AIM

o

2016

lluka completed the acquisition of
Sierra Rutile by means of a merger,
making Sierra Rutile a wholly owned
subsidiary of lluka

o

2021

Sierra Rutile won the International
SOS Foundation Duty of Care Award
in the Remote Resilience category

3.2 HISTORY OF SIERRA RUTILE

Overview of Sierra Rutile //

o

1950s

British Titan Products (BTP) began
exploring Gangama and Lanti-Teso-
Gbeni deposits, confirming reserve
estimates in 1957

o

1970s

Nord Resources Corporation (Nord)
and Armco Steel acquired SML's
interests and formed Sierra Rutile

1993

Nord sold 50% of Sierra Rutile to
Consolidated Rutile Limited and the
decision was made to expand to a
two-dredge operation

o

2004

Sierra Rutile changed ownership and
the European Union gave a €25m
grant to Government of Sierra Leone
to loan to Sierra Rutile

o

2006
Sierra Rutile resumed mining
operations in the Lanti North Deposit

o

2019
lluka commissioned the expansions
of Lanti and Gangama, doubling the
production capacity of these mines

2022
lluka announced its intention to
demerge Sierra Rutile
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3.3 SIERRA LEONE BACKGROUND

Sierra Leone is a tropical country on the coast of West Africa, bordered by the Atlantic Ocean in the south west, by Liberia in
the south east and it is half surrounded by Guinea in the north and the north east.

The country's landscape offers a flat coastal belt, with the eastern half of the nation covered by hills and high mountains.

Sierra Leone has a population of more than 7 million people. Its largest city, main port and capital is Freetown, situated in the
west of the country.

Spoken languages are English, Krio and a range of other West African languages, amongst which Mende and Temne
dominate.

Over the last two decades, Sierra Leone has operated as a stable democracy and generally achieved moderate annual
economic growth, with agriculture and mining representing key contributors to country exports, Gross Domestic Product
(GDP) and employment. Sierra Leone is an established mining jurisdiction with a long history of mining and existing
regulatory framework.

3.4 KEY STRENGTHS OF SIERRA RUTILE

3.4.1 ATTRACTIVE MARKET FUNDAMENTALS

A strong demand backdrop and supply tightness means that TZMI expects feedstock prices to remain robust over the
medium term.

Further, TZMI forecasts natural rutile to enter a structural deficit, an inherent result of it being a scarce commodity with
global resources depleting and few new projects coming on stream (see Figure 3.2). If there is no constraint on rutile supply,
TZMI expects demand for rutile to be much higher than what is projected in the base case assuming there is no significant
pricing arbitrage among the high grade feedstocks. This, coupled with the declining grades of existing natural rutile
operations, provides an opportune landscape for Sembehun to be developed.

FIGURE 3.2 UNCONSTRAINED RUTILE DEMAND AND SUPPLY BALANCE OUTLOOK TO 2025
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Note: The unconstrained rutile estimate reflects TZMI guidance based on future growth in chloride feedstock demand and assuming historical
consumption patterns of rutile, and displacement of other high-grade feedstocks.

Source: TZMI (February 2022)
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3.4.2 PROVEN AND ESTABLISHED AREA 1 MINING OPERATION

Sierra Rutile's established operating history spans over 50 years, with a positive outlook for the remainder of Area 1's
operations and, if the development of Sembehun proceeds, a future mine life of greater than 13 years post completion of
steady state operations at Area 1 based on the recent Sembehun PFS detailed in Section 3.12.

Significant improvements in Area 1's operations throughout the second half of 2021 and year to date 2022 underpin the
positive outlook for the fiscal 2022 period.

Refer to Section 3.6 for details on the improvements in operating performance at Sierra Rutile.

FIGURE 3.3 AREA 1 QUARTERLY RUTILE PRODUCTION AND COST PROFILE SINCE MARCH 2021
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= Rutile production (kt)

Unit cash cost of production (net of co-product credits, US$/t R)

= Net rutile price realised (US$/t)

Note: Unit cash costs (net of co-product credits) represent the total cash costs of production less the revenue earned from co-products (ZIC and
ilmenite), divided by the total tonnes of rutile produced (inclusive of TIC).

Area 1's Ore Reserve estimate of 38.2Mt at 1.4% for 541kt of contained rutile and the Indicated Mineral Resource

estimate of 142.7Mt at 1.0% for 1.4Mt of contained rutile as at 31 December 2021 supports the phased approach to the
development of Sembehun. Refer to Section 3.11.5 for details on the work program underway to convert Area 1's Indicated
Mineral Resources to Ore Reserves.

With decades of operating experience in Sierra Leone, Sierra Rutile has a well-established workforce and significant
infrastructure in place, such as the MSP and port which will be utilised in the intended Sembehun operations (see Figure 3.9).
These strong foundations, coupled with the recent ratification by the Government of Sierra Leone of Sierra Rutile’s revised
fiscal regime for the Area 1 operations, means Sierra Rutile is well-positioned to maximise the value of Area 1's remaining
operations.
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3.4.3 SEMBEHUN PROJECT IS ONE OF THE LARGEST AND HIGHEST-GRADE NATURAL RUTILE
DEPOSITS IN THE WORLD

The Sembehun PFS sets out an attractive project with the following key highlights:

Steady state annual production of

S L
13 year mine life 176,000 tonnes of natural rutile

Project’ NPV, (ungeared, post tax, real) Project’ Internal Rate of Return (post tax real)
US$318 million 24%

Steady state unit cash costs
(FOB per tonne of natural rutile)
US$535/t (net of co-product credits)?

Pre-production capital cost (Phase 1, real)
US$284 million

Notes:

1. Excludes head office corporate costs;
2. Unit cash costs (net of co-products) represent the total cash costs of production less the revenue earned from co-products (ZIC, TIC and

ilmenite), divided by the total tonnes of rutile produced (exclusive of TIC).

Refer to Section 3.12 for further details in relation to Sembehun and the Sembehun PFS.

There are a limited number of rutile-rich deposits of significance in the world. Sembehun represents one of the largest
and highest-grade natural rutile deposits globally and the only such deposit to be able to leverage existing processing
infrastructure and an experienced workforce.

Figure 3.4 reflects the significance of Sierra Rutile’'s total Mineral Resource estimates in comparison to other published rutile
Mineral Resource estimates in the mineral sands industry.

FIGURE 3.4 MINERAL RESOURCE ESTIMATES BY CONTAINED RUTILE (MT)

18.0Mt

7 Inferred Resource

m Measured & Indicated Resource

m Reserves
8.1Mt
7/
2.0Mt
: : ]
Sovereign Metals i SierraRutile :  Iluka Resources Base Resources
(Kasiya) i (Grand Total) : (Balranald) (Kwale)

Notes:

1. "Grand Total" for Sierra Rutile refers to Area 1 and Sembehun plus the Gambia, Jagbahun, Nyandahun and Taninahun Boka deposits.
2. Measured and Indicated Mineral Resources are exclusive of Ore Reserves

Further detail on Sembehun is set out in Section 3.12.
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3.44 HIGHLY SOUGHT-AFTER TITANIUM FEEDSTOCK PRODUCT

Sierra Rutile's rutile-rich resource attracts strong demand which has laid the foundation for the company to develop
long-term customer relationships over a long operating history. Natural rutile is highly sought after by globally significant
pigment producers and is the preferred feedstock in welding, where demand is strong as a result of increased spending on
infrastructure in both developing and mature economies.

KRONOS® VENATOR TRONOX: 4 Chemours

3.4.5 WELL CAPITALISED AND EXISTING REHABILITATION OBLIGATIONS FUNDED

Sierra Rutile will be financially well positioned to maximise the value of its existing Area 1 mining operations and will continue
to progress its globally significant development project, Sembehun. Post Demerger, Sierra Rutile will have no debt and a cash
balance of US$20.7 million (at 31 May 2022), post pro forma adjustments. Further, lluka will establish a US$45 million cash
funded rehabilitation trust to support Sierra Rutile's estimated rehabilitation obligations as at 31 December 2021.

3.4.6 ROBUST ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) CREDENTIALS
Sierra Rutile is committed to upholding high ESG standards across its business. Highlights include:

*  Sierra Rutile recognises its corporate social responsibility and is proud to have contributed to the communities in which
it operates throughout its long operating history in Sierra Leone. See Section 3.19 for more detail on Sierra Rutile's
community initiatives.

*  The health and safety of all employees, contractors and visitors is of fundamental importance to Sierra Rutile, and the
company has recorded a strong safety performance in recent years. See Section 3.15 and Section 3.19.1 for more
detail on Sierra Rutile's commitment to health and safety.

»  Sierra Rutile undertakes progressive rehabilitation of active mining areas, aligned with mine closure plans. Since 2016,
Sierra Rutile has rehabilitated approximately 665 hectares (to 31 December 2021).

*  Natural rutile requires less energy and carbon intensive upgrading than ilmenite prior to pigment production.

3.4.7 STRONG BOARD AND MANAGEMENT TEAM

Sierra Rutile has a highly qualified Board and management team with a global network and extensive expertise in operating,
developing and maximising value from resource projects across a range of commodities and jurisdictions.

For further details of Sierra Rutile’s Board and management team, see Section 3.23.

THEUNS DE MARTIN EBEN LOMBARD

BRUYN ALCIATURI Chief Operating

Chief Executive Finance Director Officer

Officer

MAURICE COLE DEREK FOLMER SUE WILSON

Chief Financial General Manager General Counsel

Officer Marketing & Company
Secretary

<4
~
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3.5 BUSINESS STRATEGY

Sierra Rutile will provide investors with exposure to operating and development assets in Sierra Leone, including one of the
world's largest known natural rutile deposits in Sembehun.

Sierra Rutile has been established with the initial objectives of:

*  maximising the value from Sierra Rutile's remaining deposits at Area 1 — this will include a focus on maximising cash flows
from existing production and advancing potential mine life extension opportunities; and

e bringing the globally significant Sembehun Project into production - this includes progressing the necessary studies to
reach a final investment decision for Sembehun in late 2023. Refer to Section 3.12 for further detail on the Sembehun
Project.

Over time, the Sierra Rutile Board may consider further growth opportunities where it can demonstrate it holds a
competitive advantage and deliver sustainable value for shareholders.

3.6 SIERRA RUTILE RECENT OPERATING PERFORMANCE

In response to the business challenges experienced in 2020 and early 2021, including plant downtime relating to maintenance
practices and infrastructure moves and the COVID-19 pandemic, Sierra Rutile lodged a notice of its intention to temporarily
suspend operations at Area 1 in May 2021. Subsequent negotiations with the Government of Sierra Leone resulted in the
December 2021 parliamentary ratification of favourable fiscal regime adjustments for Area 1, which improved the economics
of Sierra Rutile's operations. In addition, Sierra Rutile identified and subsequently implemented a number of initiatives targeting
cost reductions and productivity improvements across its business during the second half of calendar 2021.

These initiatives included:

* mine plan optimisation;
* improved mining, stockpile management, processing and tailings management practices;
* improved maintenance practices targeting increased run time and plant availability; and

* reduced operating costs driven by optimised staff rosters, security requirements and staffing, third party contract
terms, Nitti port operational efficiencies and laboratory sampling practices.

The implementation of these initiatives, coupled with the changes to the fiscal regime for Area 1, has resulted in significantly
improved operational and financial performance at Sierra Rutile since 30 June 2021. This improved operational and financial
performance underpinned Sierra Rutile's decision to withdraw its notice to suspend operations in January 2022 and its
positive outlook for FY22.
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FIGURE 3.5: AREA 1 QUARTERLY ORE PROCESSED AND RUTILE GRADE
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FIGURE 3.6 AREA 1 QUARTERLY HMC PRODUCED AND WCP RUN TIME
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Note: The above represents the average run time of four WCPs (DM1, DM4, DM2-1 and DM2-2).
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FIGURE 3.7: AREA 1 QUARTERLY RUTILE PRODUCTION AND COST PROFILE SINCE MARCH 2021
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Note: Unit cash costs (net of co-product credits) represent the total cash costs of production less the revenue earned from co-products (ZIC and
iimenite), divided by the total tonnes of rutile produced (inclusive of TIC).
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3.7 SIERRA RUTILE HISTORICAL PRODUCTION AND FINANCIAL
METRICS AND FY22 FORECAST PRODUCTION AND COSTS

Sierra Rutile’s key historical and FY22 forecast financial metrics are outlined below. Refer to Section 3.24 for management
commentary on Sierra Rutile historical performance.

Units FY19A FY20A FY21A FY22F4
Production
Rutile’ kt 137 120 129 144
Zircon kt 9 7 4 5
Total R/Z production kt 146 127 133 149
limenite kt 59 46 52 55
Cash costs of production US$m 121 127 140 145
Unit cash production cost? US$/t Z/R 823 1,002 1,047 970
Unit cash production cost
(net of co-product credits)® US$/tR 744 929 985 892
Revenue US$m 183 158 184 -
Pro forma underlying EBITDA US$m 43 12 21 -
Capital expenditure US$m 50 15 0 41

Notes:

1. Rutile production is inclusive of TIC.
Unit cash costs represent the total cash costs of production divided by the total tonnes of rutile (inclusive of TIC) and zircon produced.

Unit cash costs (net of co-product credits) represent the total cash costs of production less the revenue earned from co-products (ZIC and
ilmenite), divided by the total tonnes of rutile produced (inclusive of TIC).

4. AllFY22F operating and financial forecasts are based on the guidance provided in lluka's 2021 Full Year Results Presentation dated 24 February
2022, except for the FY22F capital expenditure which has been updated for Sierra Rutile management's latest estimate as at the date of this
Demerger Booklet.

3.8 SIERRA RUTILE CAPITAL STRUCTURE AND DIVIDEND
POLICY

Sierra Rutile has been set up with no debt and a cash balance of US$20.7 million at 31 May 2022, post pro forma
adjustments, and will also be set up with a US$45 million rehabilitation trust cash funded by lluka on a one-off basis to
support Sierra Rutile's estimated rehabilitation obligations as at 31 December 2021.

Given Sierra Rutile’s focus on developing the Sembehun Project and the pre-production capital required to bring Sembehun
into production, as at the date of this Demerger Booklet, Sierra Rutile does not have a dividend policy and Sierra Rutile will
not have an active dividend policy immediately post-Demerger.

Any future determination as to the payment of dividends by Sierra Rutile will be at the discretion of the Sierra Rutile Board and
will depend on matters such as the availability of distributable earnings, the operating results and financial condition of the
company, future capital requirements and general business and other factors considered relevant by the Sierra Rutile Board.
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3.9 ORE RESERVES AND MINERAL RESOURCES

Set out below is a summary of the Sierra Rutile Group's Ore Reserve and Mineral Resource estimates as at
31 December 2021.

3.9.1 ORE RESERVE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)

Ore Reserve Ore In Situ In Situ In Situ In Situ In Situ In Situ
category’ Tonnes? Rutile* limenite*s Zircon*® Rutile limenite® Zircon®
(Mt) (%) (%) (%) (Mt) (Mt) (Mt)
Area 1
Proven 24 1.4 0.7 0.1 0.3 0.2 0.0
Probable 14 1.4 0.5 0.1 0.2 0.1 0.0
Area 1 Subtotal 38 1.4 0.6 0.1 0.5 0.2 0.0
Sembehun
Proven 111 15 0.9 0.1 1.6 1.0 0.1
Probable 63 1.4 0.9 0.1 0.9 0.6 0.1
Sembehun Subtotal 174 1.5 0.9 0.1 25 1.6 0.2
Grand Total
Proven 134 15 0.9 0.1 2.0 1.2 0.2
Probable 78 1.4 0.8 0.1 1.1 0.7 0.1
Grand Total 212 1.5 0.9 0.1 3.1 1.8 0.2
Notes:

1. Competent Person — Ore Reserves: Andrew Walkenhorst (MAusIMM).
Ore Reserves are a sub-set of Mineral Resources.

Rounding may generate differences in last decimal place.

Mineral assemblage is reported as a percentage in Ore.

o > w D

The ilmenite and zircon grades are included for tabulation purposes under the Proved and Probable Reserve category. The confidence in the
estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Probable where rutile is Proved. Otherwise the
ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for ilmenite and zircon.

6. The quoted figures for Area 1 and Sembehun are stated as at 31 December 2021 and have been depleted for all production conducted to
this date.
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3.9.2 MINERAL RESOURCE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)

Mineral Resource Material In Situ In Situ In Situ In Situ In Situ In Situ
category’ Tonnes?* Rutiles limenite®® Zircon®® Rutile® limenite®® Zircon®%®
(Mt) (%) (%) (%) (Mt) (Mt) (Mt)
Area 1
Measured 44 1.2 0.5 0.1 0.5 0.2 0.0
Indicated 143 1.0 0.5 0.1 1.4 0.7 0.2
Inferred 19 1.0 0.5 0.1 0.2 0.1 0.0
Area 1 Subtotal 205 1.0 0.5 0.1 2.1 1.1 0.2
Sembehun
Measured 134 1.4 0.9 0.1 1.9 1.2 0.1
Indicated 167 1.0 0.7 0.1 1.7 1.2 0.1
Inferred 207 0.9 0.6 0.1 1.9 1.3 0.1
Sembehun Subtotal 508 1.1 0.7 0.1 5.5 3.7 0.4
Other’
Measured - - - - - - -
Indicated - - - - - - -
Inferred 39 1.2 - - 0.5 - -
Other Total 39 1.2 - - 0.5 - -
Grand Total
Measured 178 1.4 0.8 0.1 24 1.4 0.2
Indicated 309 1.0 0.6 0.1 3.1 2.0 0.3
Inferred 265 1.0 0.5 0.1 2.6 1.4 0.2
Grand Total 752 1.1 0.6 0.1 8.1 4.8 0.6
Notes:
1. Competent Person — Mineral Resources: Brett Gibson (MAIG).
2. Insitu (dry) metric tonnage is reported.
3. Mineral Resources are inclusive of Ore Reserves.
4. Rounding may generate differences in last decimal place.
5. Rutile, iimenite and zircon are reported as a percentage of in situ material.
6. Theilmenite and zircon grades are included for tabulation purposes under the Measured, Indicated and Inferred Resource category. The

confidence in the estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Indicated where rutile is
Measured. Otherwise the ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for
ilmenite and zircon.

7. "Other" refers to the Gambia, Jagbahun, Nyandahun and Taninahun Boka deposits outside the Area 1 and Sembehun operational areas.
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3.10 GEOLOGY

3.10.1 REGIONAL GEOLOGY

Sierra Leone is split between two tectono-stratigraphic units; the majority of which covers the eastern side of the country,
and forms part of the stable Precambrian West African Craton (Figure 3.8). The western unit contains elements of an
orogenic belt that was deformed during the Pan-African tectono-thermal event about 550 million years ago resulting in the
development of the Kasila Group Gneiss.

Rutile and other heavy minerals were liberated in response to the erosion of topographically elevated areas of the
Kasila Group and subsequently deposited in structurally controlled channels, erosional valleys or as alluvial fans on a
topographically benign coastal plain.

FIGURE 3.8 REGIONAL GEOLOGY OF SIERRA LEONE
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The heavy minerals within the Sierra Leonean rutile deposits are typically angular, indicating minimal transport and re-
working. The spatial distribution of heavy minerals along the length of the paleo-channels also reflects this, with mineral
grades typically decreasing with distance from the source and increasing in sand content replacing argillaceous material
within the matrix.

3.10.2 DEPOSIT GEOLOGY
Sierra Rutile holds a Mining Lease covering a land area of 559km?, with a number of mineral deposits identified.

The mineral deposits consist of large alluvial ore bodies formed by the deposition of rutile bearing unconsolidated
sediments in valleys. The bulk of the deposits occur in two clusters; the Area 1 deposits and the Sembehun deposits.

The alluvial deposits consist of zones of topsoil, laterite, sand and clay with silty clay sand being the dominant lithology. The
saprolite presents as a mottled red-orange sandy clay to grey-white sticky clay. Traditionally the rutile bearing alluvium and
saprolite overlie material logged as "bed”, representing variably weathered Kasila Gneiss, but where primary textures are still
recognizable. The "bed"” unit is still predominantly represented by saprolite.
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Location Moyamba and Bonthe districts, Sierra Leone
Ownership 100%
Products Standard Grade Rutile (SGR)
Industrial Grade Rutile (IGR)
High-grade ilmenite
Zircon-in-concentrate (ZIC)
Status Operating

Commercial production

Large scale mining commenced in 1967

Ore Reserves

38Mt @ 1.42% for 541kt of contained rutile

Mineral Resources

205Mt @ 1.04% for 2.1Mt of contained rutile

FY22 forecast rutile
production

144kt of rutile (inclusive of TIC)

Mining method

Dry mining: truck and excavator with dozer support. Providing ore to WCPs either:

e viain pit mining units (MMU1 and MMU 2) pumping slurry to DM1 and DM4
respectively; or

e viaaROM stockpile / feed hopper supplying feed to DM2:1 and DM2:2

Sierra Rutile employs a combination of owner operator and contract mining services at
Area 1.

Processing

Four WCPs producing mineral concentrate with feed capacity of 500-600tph.

Mineral concentrate from Area 1 is processed in the MSP, which includes a feed preparation
plant and dry plant. The MSP has capacity to produce 175ktpa of rutile.

Other assets

Products are exported through the Nitti Port facilities situated in the Area 1 mining lease.
The mine also maintains an extensive network of water supply ponds, power generation
facilities, accommodation for senior and management staff, offices, extensive workshops,
laboratory, a clinic and roads.
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3.11.2 AREA1SITELAYOUT
A map of Sierra Rutile's Area 1 operations is set out in Figure 3.9 below.

FIGURE 3.9: MAP OF SIERRA RUTILE'S ASSETS
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3.11.3 AREA 1 ORE RESERVE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)
Set out below is a summary of the Area 1 Ore Reserve estimates by deposit, as at 31 December 2021.

Ore Reserve Ore In Situ In Situ In Situ In Situ In Situ In Situ
category’ Tonnes? Rutile* limenite*s Zircon*5 Rutile limenite® Zircon®
(Mt) (%) (%) (%) (Mt) (Mt) (Mt)

Gangama

Proved 7.8 1.7 1.0 0.2 0.13 0.07 0.01
Probable 4.0 0.9 0.5 0.1 0.04 0.02 0.00
Gangama ROM

Proved 0.1 1.5 - - 0.00 - -
Gbeni North

Proved 13.9 1.3 0.4 0.1 0.18 0.06 0.01
Probable 5.1 1.4 0.5 0.1 0.07 0.02 0.00
Lanti

Probable 4.9 1.8 0.3 0.1 0.09 0.02 0.00
Taninahun

Proved 2.0 1.5 1.3 0.1 0.03 0.03 0.00
Probable 0.5 0.9 1.0 0.1 0.00 0.01 -
Grand Total

Proved 23.8 1.4 0.7 0.1 0.34 0.16 0.03
Probable 14.4 1.4 0.5 0.1 0.20 0.07 0.01
Grand Total 38.2 1.4 0.6 0.1 0.54 0.23 0.04
Notes:

1. Competent Person - Ore Reserves: Andrew Walkenhorst (MAusIMM).

2. Ore Reserves are a sub-set of Mineral Resources.

3. Rounding may generate differences in last decimal place.

4. Mineral assemblage is reported as a percentage in Ore.

5. Theilmenite and zircon grades are included for tabulation purposes under the Proved and Probable Reserve category. The confidence in the

estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Probable where rutile is Proved. Otherwise the
ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for ilmenite and zircon.

6. The quoted figures for Area 1 are stated as at 31 December 2021 and have been depleted for all production conducted to this date.
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3.11.4 AREA 1 MINERAL RESOURCE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)
Set out below is a summary of the Area 1 Mineral Resource estimates by deposit, as at 31 December 2021.

Mineral Resource Material In Situ In Situ In Situ In Situ In Situ In Situ

category"’ Tonnes?* Rutile® limenite®¢ Zircon®8 Rutile® limenite5¢ Zircon®¢
Mt % % % Mt Mt Mt

Gangama

Measured 10.3 1.6 0.9 0.2 0.17 0.09 0.02

Indicated 18.5 1.3 0.7 0.1 0.23 0.13 0.02

Inferred 5.7 1.3 0.7 0.1 0.07 0.04 0.01

Gangama ROM

Indicated 0.1 1.5 0.8 0.1 0.00 0.00 0.00

Gbeni North

Measured 15.9 1.2 0.4 0.1 0.19 0.06 0.01

Indicated 8.7 1.1 0.4 0.1 0.09 0.03 0.01

Inferred 3.2 0.9 0.3 0.1 0.03 0.01 0.00

Lanti

Measured 15.7 1.0 0.2 0.1 0.15 0.04 0.01

Indicated 26.1 1.3 0.3 0.1 0.34 0.09 0.02

Inferred 4.7 0.9 0.2 0.1 0.04 0.01 0.00

Mogbwemo Virgin

Indicated 0.7 1.0 0.0 0.0 0.01 0.00 0.00
Mosavi
Indicated 47.4 0.7 0.4 0.2 0.34 0.19 0.07

Ndendemoia East

Indicated 14.3 1.1 0.5 0.2 0.16 0.08 0.03

Ndendemoia West

Indicated 4.0 0.6 0.0 0.1 0.03 0.00 0.00
Pejebu

Indicated 18.6 1.0 1.0 0.1 0.18 0.19 0.02
Inferred 4.8 1.0 0.7 0.1 0.05 0.04 0.01
Taninahun

Measured 25 1.4 1.2 0.1 0.03 0.03 0.00
Indicated 4.3 0.7 1.0 0.1 0.03 0.04 0.00
Inferred 0.1 0.7 0.9 0.1 0.00 0.00 0.00
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Mineral Resource Material In Situ In Situ In Situ In Situ In Situ In Situ
category’ Tonnes?# Rutile® limenite®® Zircon®® Rutile® limenite®® Zircon5®
Grand Total
Measured 44.3 1.2 0.5 0.1 0.54 0.22 0.04
Indicated 142.7 1.0 0.5 0.1 1.40 0.75 0.17
Inferred 18.5 1.0 0.5 0.1 0.19 0.10 0.02
Grand Total 205.5 1.0 0.5 0.1 2.13 1.07 0.23
Notes:
1. Competent Person — Mineral Resources: Brett Gibson (MAIG). TANINAHUN
2. Insitu (dry) metric tonnage is reported. Taninahun deposit is located within Area 1, approximately
3. Mineral Resources are inclusive of Ore Reserves. 6km northeast from the current Gangama operation. Mining
4. Rounding may generate differences in last decimal place. is planned to commence in the second half of 2022 with
5. Rutile, iimenite and zircon are reported as a percentage of in situ a contractor truck and excavator operation. Ore from the

material.

6. Theilmenite and zircon grades are included for tabulation
purposes under the Measured, Indicated and Inferred Resource
category. The confidence in the estimate of the grade and
tonnage for ilmenite and zircon are however only to be considered
as Indicated where rutile is Measured. Otherwise the iimenite
and zircon are considered to be Inferred due to material factors
influencing the confidence in the estimates for ilmenite and zircon.

3.11.5 MINING AND WET PROCESSING

Whilst both dredge and dry mining methods were
employed prior to lluka's ownership of Sierra Rutile, only dry
mining is now employed across Area 1 mining operations.

EXISTING OPERATIONS

GANGAMA

Mining at Gangama involves the excavation of ore using a
conventional load and haul method to deliver ore from the
Gangama deposits to two adjacent WCPs (known as DM2:1
and DM2:2).

Ore is excavated in the pit and delivered to the Run of Mine
(ROM) stockpile or direct to the feed hopper.

The material is then passed onto a grizzly feeder, which
separates the undersize material from the oversize material.
Undersize material is discharged into a primary scrubber,
onto a double-deck screen with undersize material pumped
to de-sliming cyclones. De-slimed sand is discharged

to a constant density tank between the two processing
plants, and from there fed to the individual plants via de-
sliming sections. The oversize material from both decks is
combined and conveyed to tailings disposal.

Sand tailings and slimes tailings are disposed and water
returned to process, while heavy mineral concentrate
(HMC) is passively dewatered and stockpiled for
transportation to the MSP for further processing.

Taninahun deposit will be hauled to the existing Gangama
DM2:1 and DM2:2 plants. The ROM ore will undergo primary
mineral processing to produce HMC as is the current
process outlined above.

GBENI & LANTI

At Gbeni and Lanti, two separate WCPs are operated

(DM1 and DMA4). In both cases, ore is delivered to in-pit
mining units (mobile mining units or MMUs). Depending on
operational constraints the MMUs are fed by an excavator
either via stockpile or directly from dozer push.

Ore is fed into a mineral sizer and pumped to an ex-pit
scrubber where oversize material is screened out. The ore
slurry is delivered by pipeline to the respective processing
plants. Ore is further screened at the two WCPs and, after
de-sliming, delivered to the spiral distributors. At DM1, sand
and slimes are combined and pumped to tailings disposal.
At DM4, sand and slimes are disposed separately.

By the end of 2022, both DM1 and DM4 will have
transitioned to truck and excavator operations, feeding ore
to mineral sizers and scrubbers in fixed positions. Slurry will
be pumped to DM1 and DM4 as per the current process.

MINE LIFE EXTENSION AREAS

PEJEBU AND NDENDEMOIA

The Pejebu and Ndendemoia deposits, comprising
Indicated Mineral Resources of 18.6Mt at 1.0% rutile

grade for 0.18Mt of contained rutile and 18.3Mt at 1.0%
rutile grade for 0.18Mt of contained rutile respectively, are
located less than 5km south of the MSP within the Mining
Lease. Subject to completing the technical and operational
planning activities required to convert Pejebu and
Ndendemoia Indicated Mineral Resources to Ore Reserves,
mining at Pejebu and Ndendemoia will be considered
following completion of mining activities at Gbeni and Lanti.
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A mine life extension work program has commenced to support the conversion of Indicated Mineral Resources to Ore
Reserves at Pejebu and Ndendemoia, including:

e additional geological drilling program and resource model update;
e pitand civil infrastructure design;

e operational planning including mine sequencing; and

* financial modelling.

The 2022 drill program focusses on collecting metallurgical and geo-metallurgical data and improving Mineral Resource
confidence as part of the ongoing LOM program. The LOM extension drilling is outlined in the table below.

TABLE 3.1 AREA 1 EXTENSION DRILLING

Expected JORC status
Deposit Current JORC status Drill metres planned after drilling
Indicated Measured
Pejebu 1,239m
Inferred Indicated
Measured
Ndendemoia Indicated 871m
Indicated

The work program is scheduled to be complete by mid 2023. Until the work has been completed, the conversion rate
of Mineral Resources to Ore Reserves will remain uncertain. Refer to Section 3.27.2.17 for further discussion of Mineral
Resource conversion risk.

3.11.6 DRY PROCESSING

Mineral concentrate from Area 1 is processed in the MSP situated south of Moriba Town (Figure 3.10). The MSP includes the
Feed Preparation Plant and the Dry Plant, as well as mining offices, laboratory, power plant, warehouse, vehicle maintenance
buildings and workshops and machine shops.

54 Demerger of Sierra Rutile Holdings Limited



Overview of Sierra Rutile //

FIGURE 3.10 AERIAL MAP OF MINERAL SEPARATION PLANT
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*  HMC is hauled via trucks from the WCPs to the feed preparation plant at the MSP. Here, the feed is screened, attritioned,
de-slimed and valuable heavy minerals are concentrated using gravity methods.

e Theresultant rutile-rich concentrate, containing approximately 95% heavy minerals, is fed into the dry plant.

DRY PLANT
*  The main processes at the dry plant are drying, sizing, magnetic and electrostatic separation.

*  The final rutile product contains at least 95% titanium dioxide. The rutile along with other valuable products are stored
separately before transport to the Nitti Port storage facilities.
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3.11.7 TAILINGS MANAGEMENT
Tailings are generated from both the wet and dry primary processes and from the MSP.

FIGURE 3.11 LOCATION OF THE VARIOUS TAILINGS RESIDUES ASSOCIATED WITH THE MSP
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The tails generated currently at DM1/DM4, DM2:1, DM2:2 and the MSP are deposited at Lanti, Gangama and the plant site
respectively. There are no upstream constructed tailings dams within Area 1, with all tailings disposal takings placed into the
shallow mined pits or into purpose built tailings storage facilities constructed using the downstream method.

Sierra Rutile focuses on ensuring the tailings and water management facilities are up to globally accepted standards. A
suitably experienced consultancy has conducted regular geotechnical audits to support management from a dam safety
perspective. Sierra Rutile is well advanced in the process of appointing a global consultant as the Engineer of Record, with
the appointment expected to be finalised by 30 September 2022.

3.11.8 SITEINFRASTRUCTURE

Sierra Rutile has plant and infrastructure at its Area 1 operations with significant replacement value. A summary of the key
infrastructure for Area 1 operations is provided below.
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TABLE 3.2 SITEINFRASTRUCTURE FOR THE AREA 1 DEPOSITS

Port

The port facilities are located at Nitti, approximately 4km south of Gbangbatoke and 15 km
from the MSP.

The facilities include an office building, other support (including a generator building) and
storage buildings, two product storage domes, loading facilities, marine fuel oil and diesel
storage tanks, barges and two push boats.

Power

Sierra Rutile has an existing power supply system that is an entirely stand-alone or “island” system
without any interconnection to non-Sierra Rutile systems.

The main electrical power source for Sierra Rutile consists of a 27.2MW marine fuel oil fuelled
powerhouse and various distribution and transmission equipment. There are subsidiary stand-
alone generators in use across the operation (e.g. Nitti Port).

No additional power requirements are anticipated for Area 1 mining areas included in the mine plan.

Roads

Sierra Rutile maintains an extensive network of gravel roads within Area 1, which are utilised by
Sierra Rutile to haul product and materials between various operations and for mine personnel
to access areas within Area 1.

The main haul roads connect the Lanti and Gangama areas to the MSP complex and product
from the MSP is hauled to Nitti Port via road. There are also access roads that connect the
main residential camp areas to operational areas as well as access roads between operational
areas and roads that connect historical mining areas to current operational areas.

A number of roads within Area 1 are used by the public but most are maintained by Sierra
Rutile as a significant portion of roads are public roads that have been upgraded by Sierra
Rutile to haul roads.

Water

Sierra Rutile has an existing water treatment plant with an output capacity of about 950 litres
per minute, treating water supplied from the Mogbwemo Domestic Reservoir to produce
potable water up to World Health Organisation drinking water quality standard.

The potable water is then pumped to the mine offices and residential camp areas and stored at
the water treatment plant in two storage facilities with a combined capacity of 84,300 litres to
provide piped water for the mine camp houses, dormitories, the MSP and offices.

Annual tails strategy and water balance updates are conducted as part of the life of mine
(LOM) process.

Mine camps,
buildings & other
facilities

Mobimbi mine camp was developed by Sierra Rutile for management level employees and is
located approximately 4km southwest of the MSP. The camp consists of housing, mess facilities,
gym, laundry and a swimming pool.

South Spur, forming a part of the Mobimbi housing complex, is located to the south of Mobimbi and
is mainly used for contractors. The combined area of Mobimbi and South Spur is approximately
205 hectares.

Area 1 has an additional residential camp located adjacent to the MSP area (Kpanguma) used to
house senior Sierra Rutile staff.

The three on-site camps can accommodate approximately 470 people.
No additional facilities will be required for the Area 1 mining areas included in the current mine plan.

Fleet

Sierra Rutile owns and operates various heavy-duty vehicles and mining equipment across its
mining operations. These vehicles are primarily used to excavate and move ROM ore/feed to the
concentrator plants, as well as to assist with maintenance and rehabilitation.

Sierra Rutile's fleet is complemented by the use of mining contractors and their associated fleet.

Waste management

Solid waste is disposed under the Waste Management Plan approved by the Environmental
Protection Agency of Sierra Leone (EPA-SL). Domestic waste comprises waste streams such
as packaging, plastic, paper products and glass, which is disposed of at the EPA-SL approved
Mokula Landfill Site located near the MSP. All waste streams generated from work areas are
collected and segregated.
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3.12 SEMBEHUN

This Section 3.12 summarises the outcomes of the recently completed Sembehun PFS and the material assumptions
underpinning the PFS. The PFS was completed with the assistance of specialist consultant, Hatch. As discussed further
below, Sierra Rutile plans to undertake further work before commencing a DFS (see Section 3.12.4) and to complete a
DFS before a decision to develop Sembehun is made. As a result of the additional work that will be undertaken in order to

increase the level of certainty and target accuracy associated with the PFS to a DFS level, it may be necessary to revise the
assumptions underpinning the PFS. In addition, Sierra Rutile will also need to obtain funding in order to develop Sembehun.
Accordingly, there can be no guarantee that the development of Sembehun will proceed as contemplated in the PFS or at all.

The key risks associated with the development of Sembehun are set out in Sections 3.27.2.1, 3.27.2.2 and 3.12.21.

3.121 OVERVIEW
Overview
Location Moyamba district, Sierra Leone
Ownership 100%
Products SGR, IGR, High-grade ilmenite and ilmenite concentrate, ZIC
PFS completed. The PFS has been completed to an Association for the Advancement of
Status Cost Engineering (AACE) Class 4 level, with target accuracy within the range of +20% to

Key PFS Highlights

Ore Reserves

+50% on the high side of the range and -15% to -30% on the low side of the range, before
the contingency is considered.

174Mt @ 1.46% rutile for 2.54Mt contained rutile

Mineral Resources

508Mt @ 1.10% rutile for 5.53Mt contained rutile

Mine life

>13 years (based on current Sembehun Ore Reserves)

Mining method

Dry mining (truck and excavator) via contract mining services

Processing

Run of mine ore will be processed in a new wet processing plant to produce HMC. The
HMC will be transported to the existing MSP complex where it will be processed into the
various products.

A magnetic separation circuit will be constructed at the MSP to improve separation of
ilmenite from rutile and debottleneck the existing MSP.

Steady state average
annual production

176ktpa rutile (exclusive of TIC), 98ktpa ilmenite (including ilmenite in concentrate) and
13ktpa ZIC (contained zircon)

Project'Net Present

Value (8%, ungeared, US$318m
post tax, real)

H 1
Project’ Internal Rate of 24%
Return (post tax, real)
Pre-production capital cost
- Phase 1 (real) US$284m
Pre-production capital cost
- Phase 2 (real) US$52m
Pre-production capital cost US$337m

- Total (real)

Construction time

Phase 1: 18-24 months | Phase 2: 18-24 months

Steady state average
unit cash costs of
production (real)

US$726/t of rutile and zircon produced (excluding royalties and rehabilitation)

Steady state average
unit cash costs of

production, net of co-
product credits? (real)

US$535/t of rutile produced (excluding royalties and rehabilitation)
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Notes:

1. Excludes head office corporate costs;

2. Unit cash costs (net of co-product credits) represent the total cash costs of production less the revenue earned from co-products (ZIC, TIC and
ilmenite), divided by the total tonnes of rutile produced (exclusive of TIC).

3.12.2 SEMBEHUN PFS PRICING AND MARKET ASSUMPTIONS

The Sembehun PFS is based on TZMI Base price forecasts as set out below. Beyond 2035, TZMI's long term Base price of
US$1,223/t of rutile (2021 real) is assumed.

FIGURE 3.12 TZMI FORECAST RUTILE PRICE (2022 TO 2035)
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FIGURE 3.13 TZMI FORECAST ILMENITE PRICE (2022 TO 2035)
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3.12.3 PROJECT BACKGROUND

The Sembehun mineral sands deposit was first discovered
in the 1960s and is one of the largest and highest-grade
natural rutile deposits in the world. Since its discovery,
there has been extensive exploration and feasibility work
completed to assess the optimal approach to developing
Sembehun.

Various studies have been undertaken on Sembehun over
time. In April 2020, lluka undertook a concept study which
included truck and excavator mining as a potential mining
method for Sembehun. This was selected as the basis of
the PFS.

Mineral separation of the Sembehun HMC will utilise
existing infrastructure and final product will be transported
via the existing Nitti Port.

3.12.4 PHASED DEVELOPMENT APPROACH

The June 2022 Sembehun PFS sets out a phased
development of Sembehun that is based on the following
key principles:

e leverage the significant Area 1 existing infrastructure in
place; and

* integrate the development of Sembehun with the
remainder of operations at Area 1.

This approach contemplates Sembehun to be developed in
two phases, minimising Sembehun pre-production capital
expenditure and optimising Sierra Rutile’s ability to utilise
cash flows generated from Area 1 to assist in funding the
development of Sembehun.

Refer to Section 3.27.2.1 for discussion of the risks related
to the development of Sembehun not proceeding as
contemplated in the PFS.

The Sembehun June 2022 PFS recommends that a DFS
commence by Q3 of 2022. The PFS also recommends that
several critical activities that are either required as inputs
to the DFS or are important milestones for the overall
execution of the DFS be commenced in June 2022 (the
Pre-DFS Work Plan). These critical activities have now
commenced and include:

* geotechnical investigations;

e  hydrogeology, ground and surface water and
ecological reserve determination studies;

*  metallurgical testing;

» tailings storage facility and process water dam studies;
e civil surveying activities; and

* geochemical analysis and modelling.

The DFS is expected to take approximately 12 months to
complete, which would allow Sierra Rutile to reach a final
investment decision for Sembehun in late 2023. Under
the PFS, an allowance of 24 months has been assumed
between final investment decision and production
commencement at Sembehun.

Sembehun’s production profile (based on current Ore
Reserves) as set out in the PFS (and based on the
assumptions therein as summarised in this Section 3.12)
is below.

FIGURE 3.14 SEMBEHUN LOM ORE RUN OF MINE PRODUCTION AND GRADE PROFILE
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Note: Refer to the statement regarding Production Targets in the Important Information section at the beginning of this Demerger Booklet.
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FIGURE 3.15 SEMBEHUN LOM RUTILE AND ILMENITE PRODUCTION PROFILE
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3.12.5 LOCATION AND MINING TENURE

The Sembehun group of deposits are situated approximately 30 kilometres north-west of the existing Sierra Rutile
operations at Area 1.

The Sembehun group of deposits is subdivided into five areas (Kamatipa, Komende, Benduma, Dodo and Kibi). In addition to
these five deposits there is a sixth deposit (Gbap), which is just to the north of the main group of deposits. The Sembehun

deposits are covered by Sierra Rutile’s existing Mining Lease that extends to 2039. Refer to Section 3.21.1 for further detail
on Sierra Rutile's mining tenure.

FIGURE 3.16 LOCATION OF SEMBEHUN DEPOSITS
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3.12.6 SEMBEHUN ORE RESERVE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)
Set out below is a summary of the Sembehun Ore Reserve estimates by deposit, as at 31 December 2021.

Ore Reserve category’ Ore In Situ In Situ In Situ In Situ In Situ In Situ
Tonnes? Rutile* limenite*s  Zircon*® Rutile limenite® Zircon®
(Mt) (%) (%) (%) (Mt) (Mt) (Mt)
Benduma
Proved 12.9 1.3 0.9 0.1 0.17 0.11 0.01
Probable 39.7 1.5 1.0 0.1 0.59 0.40 0.03
Dodo
Proved 47.7 1.4 0.9 0.1 0.69 0.41 0.05
Probable 6.4 1.3 0.8 0.1 0.08 0.05 0.01
Kamatipa
Proved 33.8 1.7 1.1 0.2 0.56 0.36 0.05
Probable 8.6 1.3 0.9 0.1 0.11 0.08 0.01
Kibi
Proved 14.9 1.4 0.6 0.1 0.21 0.09 0.01
Probable 8.1 1.3 0.7 0.1 0.10 0.06 0.01
Komende
Proved 1.3 1.3 1.7 0.2 0.02 0.02 0.00
Probable 0.3 1.2 1.8 0.2 0.00 0.01 -
Grand Total
Proved 110.5 15 0.9 0.1 1.64 1.00 0.13
Probable 63.1 1.4 0.9 0.1 0.90 0.59 0.06
Grand Total 173.7 1.5 0.9 0.1 2.54 1.59 0.18
Notes:
1. Competent Person — Ore Reserves: Andrew Walkenhorst (MAusIMM).
2. Ore Reserves are a sub-set of Mineral Resources.
3. Rounding may generate differences in last decimal place.
4. Mineral assemblage is reported as a percentage in Ore.
5. Theilmenite and zircon grades are included for tabulation purposes under the Proved and Probable Reserve category. The confidence in the

estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Probable where rutile is Proved. Otherwise the
ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for ilmenite and zircon.

6. The quoted figures for Sembehun are stated as at 31 December 2021 and have been depleted for all production conducted to this date.
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3.12.7 SEMBEHUN MINERAL RESOURCE STATEMENT AS AT 31 DECEMBER 2021 (JORC 2012)
Set out below is a summary of the Sembehun Mineral Resource estimates by deposit, as at 31 December 2021.

Mineral Resource Material In Situ In Situ In Situ In Situ In Situ In Situ
category’ Tonnes?4 Rutile® limenites¢ Zircon%® Rutile® limenite®¢ Zircon®8
(Mt) (%) (%) (%) (Mt) (Mt) (Mt)
Benduma
Measured 21.0 1.1 0.9 0.1 0.24 0.18 0.01
Indicated 84.7 1.1 0.8 0.1 0.90 0.68 0.05
Inferred 112.8 0.8 0.7 0.1 0.93 0.76 0.06
Dodo
Measured 53.8 1.4 0.8 0.1 0.75 0.45 0.06
Indicated 19.6 1.1 0.7 0.1 0.21 0.15 0.02
Inferred 21.2 1.2 0.9 0.1 0.26 0.18 0.02
Gbap
Indicated 16.8 1.2 0.4 0.1 0.20 0.07 0.02
Inferred 45.0 1.0 0.4 0.1 0.46 0.18 0.04
Kamatipa
Measured 36.4 1.6 1.1 0.2 0.59 0.39 0.06
Indicated 235 0.9 0.8 0.1 0.21 0.19 0.02
Inferred 1.4 1.3 0.9 0.1 0.02 0.01 0.00
Kibi
Measured 18.6 1.3 0.6 0.1 0.25 0.11 0.01
Indicated 16.5 1.0 0.6 0.1 0.16 0.10 0.01
Inferred 25.0 1.1 0.6 0.1 0.27 0.15 0.02
Komende
Measured 4.0 1.0 1.4 0.1 0.04 0.06 0.01
Indicated 5.7 0.5 1.0 0.1 0.03 0.06 0.00
Inferred 1.9 0.5 1.1 0.1 0.01 0.02 0.00
Grand Total
Measured 133.8 1.4 0.9 0.1 1.87 1.19 0.15
Indicated 166.8 1.0 0.7 0.1 1.71 1.23 0.12
Inferred 207.2 0.9 0.6 0.1 1.94 1.31 0.15
Grand Total 507.8 1.1 0.7 0.1 5.53 3.73 0.41
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Notes:

Competent Person — Mineral Resources: Brett Gibson (MAIG).

In situ (dry) metric tonnage is reported.

Mineral Resources are inclusive of Ore Reserves.

Rounding may generate differences in last decimal place.

Rutile, ilmenite and zircon are reported as a percentage of in situ material.

o o s 0N =

The ilmenite and zircon grades are included for tabulation purposes under the Measured, Indicated and Inferred Resource category. The
confidence in the estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Indicated where rutile is
Measured. Otherwise the ilmenite and zircon are considered to be Inferred due to material factors influencing the confidence in the estimates for
ilmenite and zircon.

3.12.8 MINING METHODOLOGY

The Sembehun PFS considers the mining of five deposits; Benduma, Kamatipa, Dodo, Kibi and Komende. The mining
process contemplated in the PFS commences with the clearing of the land ahead of topsoil and overburden removal,
allowing for the extraction of ore for processing. Following mining of the ore, the resultant pit voids are backfilled with a
combination of processing tails and returned overburden. The final landform is reshaped prior to the return of topsoil and
revegetation as part of the rehabilitation process.

TABLE 3.3 SUMMARY OF TOTAL MATERIAL MOVED

Material

Topsoil mbcm 1.8
Overburden mbcm 13.5
Ore mbcm 106.1
Total material moved mbcm 121.4

The proposed Sembehun dry mining method is in line with the existing Area 1 operations at Gangama. The dry mining
method follows a conventional load and haul mining method based on a truck and excavator operation. This method is
flexible and has been effectively implemented at Area 1.

Topsoil will be excavated and stockpiled adjacent to mining pits or direct returned to reshaped backfill areas for
rehabilitation.

Overburden will be excavated and either stockpiled adjacent to mining pits, utilised for the construction of tailings
storage embankments or direct returned into mining voids. Prior to rehabilitation, overburden profiles will be re-shaped
in accordance with the rehabilitation and closure standards. Where possible, direct replacement of overburden will be
prioritised to reduce operating cost and support the progressive rehabilitation of the mining areas.

The ore from the mining area will be transported to a new WCP to be constructed at Sembehun. The ROM ore will be fed into
a feed bin and onto apron feeders into vibrating grizzly feeders to separate the undersize from the oversize material. The
oversize material will report to the oversize stockpile and the undersize will pass through to a scrubber and screening stage
(trommel, vibrating screen feed tank and primary screen) before being slurried to the WCP. Desliming will be done in two
stages before the underflow (sand) is fed to a spiral separation plant to recover valuable heavy minerals. Sand tailings and
slimes (fine materials from spiral overflow) will be disposed in dedicated TSFs.
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3.12.9 PROCESSING

The PFS contemplates that HMC will be transported via truck to the existing MSP and a magnetic separation circuit will be
added to the MSP infrastructure to ensure throughput levels of 175ktpa of rutile can be achieved. A high-level indicative
block flow of the Sembehun processing facilities is illustrated in Figure 3.17 below.

FIGURE 3.17 BLOCK FLOW OF PROCESS FACILITIES FOR SEMBEHUN PROJECT
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3.12.10 TAILINGS STORAGE FACILITY

In order to deposit tailings back into a mined-out pit void, adequate space is required to ensure both operations can

occur concurrently within the same pit. A tailings and back fill model was developed to estimate the overall backfill volume
required versus the capacity in the mined-out pits on the progressive mining schedule. Given site and physical constraints,
such as topography, bulking factors and water addition to the tailings stream, a calculated volume equivalent to two years’

worth of mining production will need to be accommodated outside the mining pit voids.

Key PFS assumptions relating to the TSF design are outlined in Table 3.4 below. The PFS recommends that further work be
undertaken on the TSF design prior to commencing the DFS in order to increase the confidence level associated with the
TSF design. This work will be the subject of the Pre-DFS Work Plan as discussed in Section 3.12.4.
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TABLE 3.4 TSF ASSUMPTIONS

Units Value
TSF
TSF Capacity Mm? 15.5
% Return Water as function of water in tails % 60
Un-Thickened Slimes
% Tails in ROM Feed (from Nominal Mass Balance) % 80.0
% Solids in TSF Feed (from Nominal Mass Balance) % 8.7
Dry density of settled sand and slimes tailings (high) % 1.0
Dry density of settled sand and slimes tailings (low) % 0.8
Dry density of settled sand and slimes tailings (minimum) % 0.6
Thickened Slimes
% Sand Tails in ROM Feed (from Nominal Mass Balance) % 45.8
% Slimes in ROM Feed (from Nominal Mass Balance) % 34.2
% Solids in combined TSF Feed (from Nominal Mass Balance) % 43.4
Thickener Type High Rate
Settling Rate m/h 27
Slimes only flux rate t/m2.h 12.6
Thickener Underflow % Solids (Slimes only) % wiw 30
Dewatered Sand % Solids % wiw 65
Dry density of settled sand and slimes tailings (high) % 1.3
Dry density of settled sand and slimes tailings (low) % 1.0
Dry density of settled sand and slimes tailings (minimum) % 0.8

An initial external TSF equivalent to two years production has been included in the project design. Initially, space for
tailings deposition will be in this off-path TSF, until suitable space is available to facilitate continuous deposition in the
mined-out pit voids.
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3.12.11 METALLURGY AND RECOVERIES

Key PFS assumptions relating to metallurgy and recoveries are outlined in Table 3.5 below.

TABLE 3.5 METALLURGY AND RECOVERIES ASSUMPTIONS

Overview of Sierra Rutile //

Units Value
Plant Feed
Truck and Shovel Mine rate (Total) (dry solids) tpa 13,614,500
WCP ROM Feed Required (Total) (dry solids) t/h 2,032
Truck Size t 60
ROM Moisture Content
Bulk Solids Flow Design % wiw 20
Process Plant Design — Nominal % wiw 6.3
Process Plant Design — Design % wiw 9
Overall Utilisation
WCP Uptime/Runtime % 76.5
MSP Uptime/Runtime % 78.4
HMC
WCP Rutile Recovery % wiw 93
HMC Rutile Grade % wiw 40
HMC HM Grade % wiw 90
MSP Rutile Recovery % w/w 92

3.12.12 SITEINFRASTRUCTURE

There is significant existing infrastructure that is currently utilised for the mining and processing of the Area 1 deposits
which it is proposed would also be utilised in the operation of Sembehun. Sierra Rutile has also identified additional
infrastructure that it will be necessary to construct or acquire for the development, mining and processing of the Sembehun

deposits only.

Table 3.6 summarises the existing and additional infrastructure that it is intended will be utilised for the mining and

processing at the Sembehun deposits if the Sembehun development proceeds.
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TABLE 3.6 SITE INFRASTRUCTURE FOR THE SEMBEHUN DEPOSITS

Port .

The existing port facilities located at Nitti will be utilised to export Sembehun's final products.
No additional storage facilities are required.

Power .

Sembehun’s mining operation has a maximum power requirement of approximately 13.5MW.
The normal operating demand of the power plant is expected to be approximately 11.5 MW.
The 13.5 MW (absorbed) includes an additional 15% design margin on the normal operating
load to cater for voltage/ frequency control and to operate the machines at a more efficient
load point.

Anindependent power producer (IPP) solution has been selected as the preferred power
solution for the Sembehun DFS. The IPP proposed power plant includes a hybrid solution
where a portion of the power is delivered through solar photovoltaic and battery energy
storage systems. The amount of renewable contribution for the power plant will depend on
the final load profile of the mining operation. It is expected that the renewable portion will
contribute up to 30% of the power supply.

Roads .

In addition to utilising existing road infrastructure for Sembehun, new access, haul and site
roads and bridges will be constructed where needed.

Water .

All Sembehun WCP run-off stormwater will be captured and drained to a silt trap and ultimately
discharged to the process water dam (PWD). This will be the source of raw water and allow for
recirculation back into the Sembehun WCP. An estimated PWD available capacity of ~2.0 Mm?3
is required.

The raw water abstracted from the PWD will be pumped to the package water treatment plant
(PWTP) to provide potable water for the plant facilities and the accommodation camp. The
PWTP will treat raw water to potable water quality at a rate of 3.6 m3/h. The potable water will
be pumped from the PWTP to an elevated storage tank at the accommodation camp.

The sewerage reticulation network covers both the plant and the accommodation camp which
is integrated into a single network and will flow under gravity conditions.

Mine camps, .
buildings & other

A new 113 person camp at Sembehun will be required to be built onsite to accommodate
senior and management staff directly involved in the Sembehun operations.

facilities * Allfacilities in the camp will be modular type buildings and include:
* laundry;
*  kitchen and dining area;
*  recreational room;
e ablutions; and
e office.
e The following buildings that are currently used in the mining and processing of the Area 1
deposits will also be utilised for Sembehun:
e administration buildings;
* laboratory;
* senior and management staff accommodation; and
* some workshops and stores, although satellite facilities will be constructed as part of the
Sembehun Project.
Fleet *  The Sembehun PFS assumes a contract mining operation whereby key mining fleet is owned

and operated by the contract miner.

Waste management .

Only small amounts of waste will be generated due to the size of the plant and accommodation
camp. The waste (general and organic) will be taken off site to the current Area 1 domestic
waste facility where it will be sorted in the appropriate manner in line with the current
Environmental, Social and Health Impact Assessment (ESHIA).

Wastes generated in Area 1 will follow the existing Area 1 Waste Management Plan. This is
detailed in Table 3.2.
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3.12.13 SEMBEHUN WORKFORCE STRATEGY
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Total operation staff including contractors for Sembehun itself is expected to average 600 people over the LOM, with a peak
of up to 700 people (comprised of both national and expatriate staff). A limited number of senior and management staff will
be housed in an on-site camp. Other support and administrative senior staff and management will be accommodated at the

existing Mobimbi and Kpanguma camps in Area 1.

Itis anticipated that Sierra Rutile will utilise the services of a number of contractors and third party companies for goods and
services. Sierra Rutile will need to explore local business development opportunities by identifying suitable local contractors

to provide supplies, goods and services at the Sembehun Project.

3.12.14 SEMBEHUN OPERATING EXPENDITURE ESTIMATE

Phase 1 operating costs encompass the first 24 months of operations, during which it is assumed the plant will operate on

50% capacity (1,016 tph, nominal throughput at 76.5% utilisation).

Phase 2 represents 100% capacity operations at Sembehun phase 2 (2,032 tph, nominal throughput at 76.5% utilisation).

TABLE 3.7 SEMBEHUN OPERATING EXPENDITURE ESTIMATE

Sembehun Operating Cost Estimate (real, US$/t of rutile) Phase 1 Phase 2
Mining 191 250
WCP 218 176
Logistics to MSP 35 35
MSP 108 100
Logistics to Port 10 10
Port 22 12
Overheads 456 228
Selling Costs 6 6
Total operating costs 1,048 818
Note: The amounts above are estimates only and actual operating costs may be higher or lower than the PFS estimates shown.
3.12.15 SEMBEHUN CAPITAL EXPENDITURE ESTIMATE
TABLE 3.8 SEMBEHUN CAPITAL EXPENDITURE ESTIMATE

Sembehun Capital Cost Breakdown (real, US$m) Phase 1 Phase 2 Total
Direct

Mine development 4 - 4
Wet concentrator plant 83 21 104
Mineral separation plant - 4 4
Non-process infrastructure 46 1 46
Indirect

Indirects? 90 16 106
Contingency? 63 11 73
Project total costs 284 52 337

Note:

1. The target accuracy for the PFS capital estimate is within the following ranges: +20% to +50% on the high range and -15% to -30% on the low
side before the contingency is considered, which represents AACE Class 4 Preliminary Feasibility estimate;

costs, commissioning, start-up inventories, spares, insurance, land acquisition and freight costs;
3. Contingency costs represent 28% of the base capital expenditure estimate.

Indirect costs include project management, technical services, EPCM, sub consultants, temporary construction facilities, site wide capitalised
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3.12.16 EXECUTION STRATEGY

The project is planned to be executed in two phases.
Completion of Phase 1 will provide a complete operating
facility with commissioning aimed to be completed within
24 months from final investment decision. Phase 2 which
will include the second ROM tip with scrubber, a second
concentrator and the second stacker/storage area with
commissioning aimed to be complete within 24 months
from Phase 1 commissioning.

Itis intended that all civil works, concrete foundations and
underground utilities related to the overall project will be
completed during Phase 1 execution to take advantage of
construction efficiencies.

Award and execution of the access road and bridge
construction must be set as a priority to support
construction activity on site and to provide best possible
accessibility and delivery opportunities. Award of the civil
contract is planned to be immediately after the start of the
execution phase. Also planned for an early start will be the
establishment of the permanent accommodation camp at
site in support of the owner's management team and the
contractor's management team.

The general project strategy that has been developed

is based upon setting the stage for early works field
activities to commence as soon as practical after the
commencement of the execution phase. The plan is based
upon adopting a philosophy of design build strategies for
the early works in support of the access road and bridge
construction packages and the accommodation camp
package. The civil works package may require a mixed
contracting method to support early start of site clearing
and general earthworks.

3.12.17 FUNDING

Following the Demerger, Sierra Rutile (as a standalone
company) will not have the financial capacity to internally
fund the Sembehun Project development in its entirety. It
is intended that (post-Demerger), Sierra Rutile will consider
a number of external funding options for the development
of Sembehun, including in the form of debt, offtake, joint
venture and/or equity. Whilst the phased project approach
is intended to maximise Sierra Rutile's ability to utilise
cash flows generated from Area 1 to assist in funding the
development of Sembehun, this funding is not expected
to be sufficient to fund the development of the Sembehun
Project in its entirety.

The ultimate funding arrangement will be determined
prior to FID based on a number of factors including the
cash reserves of Sierra Rutile at the time of FID, general
market conditions, debt and equity market dynamics,
and any arrangements with strategic offtake and delivery
partners. Any equity funding (either at the Sierra Rutile
level or at Sembehun Project level) has the potential to
dilute the indirect economic interest existing Sierra Rutile
shareholders (post Demerger) have in the Sembehun
Project.

3.12.18 MARKETING AND PRODUCT QUALITY

Sierra Rutile has a long and established market presence,
including relationships with all of the primary chloride-
based titanium pigment manufacturers as well as the
world's largest producers of high-specification aircraft-
quality titanium metal. This is expected to continue with the
development of Sembehun.

Current shipping arrangements to customers are expected
to apply to Sembehun:

e pigment/sponge / processors sold on FOB or CIF
basis. Regional warehouses considered on case-by-
case basis and depending on economics involved; and

e truck/ container size parcels delivered to welding
customers, who are serviced through regional
warehouses.

Refer to Section 3.14 for further detail on Sierra Rutile's
mineral concentrate sales and marketing arrangements.
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3.12.19 DFS WORKPLAN AND INDICATIVE DEVELOPMENT TIMELINE

The objective of the DFS will be to advance the overall design and project definition to a level sufficient to prepare an AACE
Class 3 capital cost estimate (increased from the AACE Class 4 capital cost estimate to which the PFS has been prepared).
This will enable a decision by the Sierra Rutile Board to sanction the project for execution.

Sierra Rutile is working towards being in a position to make a final investment decision in late 2023 which would allow Sierra
Rutile to target the commencement of Phase 1 Sembehun production within 24 months.

FIGURE 3.18 INDICATIVE SEMBEHUN DEVELOPMENT TIMELINE
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Note: This timeline is indicative and may be subject to change including due to matters outside Sierra Rutile’s control. Refer to the risks in Section
3.12.21and 3.27.2.1.

3.12.20 SEMBEHUN PERMITTING AND APPROVALS
The EPA-SL approved the Scoping Study for an ESHIA for the Sembehun Project in April 2022.

The ESHIA itself commenced during May 2022 and is expected to be submitted and approved ahead of the final investment
decision. Baseline surveys will build on previous work conducted by Sierra Rutile in the project area. The baseline surveys to
be undertaken for the ESHIA for the Sembehun Project are detailed in Table 3.9 below.

TABLE 3.9 SEMBEHUN ESHIA BASELINE SURVEYS SUMMARY

Baseline surveys

* Air quality baseline e Avifauna e Visual

e Flora *  Noise and vibrations e Radiation

¢ Surface water *  Herpetofauna e Traffic and transport

*  Groundwater e  Freshwater Biota * Socio-economic

*  Geochemistry baseline »  Estuarine / Marine Biota »  Archaeology and cultural heritage

¢ Soils, land use and land capability «  Mammals (including primates) e Community health and nutrition
baseline

There is a specific focus on soils, land use capability, biodiversity, heritage and socio-economic aspects. The baseline data
will be used to conduct impact assessments and identify mitigation opportunities.
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Animportant aspect in the ESHIA process is consideration of communities where their livelihood or assets may be
compromised. Sierra Rutile has recently completed a resettlement project in the current operational area and consequently
gained experience that would be helpful for the Sembehun Project.

Based on the 2019 household surveys conducted as part of the ESHIA, it was estimated that the following Project Affected
Communities (PACs) would require resettlement:

e twelve villages located within the project development area (comprising 341 households and 1,981 people) will require
physical resettlement. These villages include Benduma 1, Benduma 2, Dodo, Gambia, Kamatipa, Kangahun, Kibi,
Massan, Matieu, Mosegi, Njala and Nyandehun;

e afurther two villages, Komende (542 persons in 88 households) and Mokumba (155 persons from 26 households), may
require resettlement pending the final mine design and consultation with these PACs; and

e anadditional four surrounding villages with land that will be impacted by the Project may experience economic
displacement. These villages include Ngeibu, Senegai / Mosago, Mosago Junction and Gbangbatoke Junction.

A detailed Resettlement Action Plan (RAP), including a Livelihood Restoration Plan (LRP) and an indicative cost estimate, will
be developed as part of the ESHIA process. This will be informed by updated household surveys and an update to the socio-
economic study.

The ESHIA contains a number of work packages essential to the approval of the project, including a RAP, a Mine Closure
Plan and an Influx and Land Access Management Strategy.

Sierra Rutile has a mature Environmental, Health, Safety and Social Management System (EHSMS) that would be extended

into the project area.

3.12.21 KEY RISKS

The risk management process in the Sembehun PFS included qualitative project risk review, together with a quantitative risk
assessment. Key risks identified through this process are detailed below.

TABLE 3.10 SEMBEHUN PFS KEY RISK REVIEW

Risk Description

Commercial and internal business environmental risks

Significant environmental event (loss event) *  Improper management of contaminated and/or legacy sites and
failure of containment embankments may lead to environmental
loss events resulting in fines or sanctions and environmental
impacts.

Construction skills and resources for execution «  There may be limitations regarding construction skills and
resources due to the limitations of the local workforce.

Resource constraints (owners, engineering * Lack of dedicated owners/stakeholders’ team from engineering
until commissioning) and design until commissioning may lead to resource constraints
for integration.

Construction risks

Schedule delays during project construction «  Thereis arisk of scheduling delays due to:

and commissioning
*  Earthworks not being completed within the dry season.

*  Mobilisation of disciplines being delayed, and reworks
required on previous disciplines.

*  Delays while waiting for delivery of new items.

*  Extension of time and standing time claims applicable to
scope impacted by logistical delays.

*  Commissioning and ramp up being delayed.
*  Downtime due to equipment failure and running out of spares.

* Accessissues arising from community and related claims
during the resettlement process.
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Description

Construction risks

Underestimation of supply and cost of
materials within the market and logistics within
the schedule / supply chain / logistics / market

Engineering and technical risks

Uncertain dry mill product qualities and lower
MSP mineral recoveries / further test work
required

Supply constraints in the market may result in reduced material
availability and increased pricing, resulting in both increased costs
and delays. The current high inflation environment may also result
in increased costs.

There is also the potential for unforeseen supply chain and
logistical issues associated with sourcing the necessary materials
for construction. An underestimation of logistics within the
schedule may result in cost and time impacts.

Bench-scale test work has not been undertaken at Sembehun.
This test work could impact recoveries, product specifications
and saleable product volumes at Sembehun. This work is being
commenced as part of the Pre-DFS Work Plan.

Bridge and road may be overruled by the
government

The road classification standard according to the government
requirements for the road and bridge has not been clarified for the
project, which may lead to the classification of roads in the current
design being rejected and having to be reworked at additional cost.

Tailings deposition and process water dam
methodology

Certain matters regarding the TSF still require confirmation prior to
the commencement of a DFS, including the TSF pumping method,
construction method, TSF size and overall integration with the
mine plan. Similarly, further work is also required on the PWD to
confirm size and design prior to commencement of a DFS. This
work is being commenced as part of the Pre-DFS Work Plan.

Further hydrogeological work required

External interfaces

Sovereign risk exposure / Country risk

Further hydrogeological work is required to generate a revised
groundwater model suitable for the DFS and that work is being
commenced as part of the Pre-DFS Work Plan. This could impact
costs of or approach to the development.

There is arisk that unknowns in relation to unplanned regulation or
requirement changes lead to increasing project complexity.

Limited power supply / selection of IPP

Project management & scope risks

Combined overall risk due to project
complexity, combination of resource,
sovereign, community, capital and HSEC risks

There may be limited power supply if late selection of an IPP
occurs, including an impact of tariffs for LOM.

Possible causes of combined overall risk include:

*  Not securing IPP model for power plant.

. Increased cost for relocation and livelihood restoration due to
timing and influx.

*  Capexrequired to maintain reliability of existing infrastructure.

Significant increase in capital cost

Significant increase to project scope or initial capital estimates
due to several contributing factors or possible scenarios that may
result in increased capital cost, that may include:

*  Requirement for increased capacity of PWD.
e Not securing IPP model for power plant.

* Increased cost for relocation and livelihood restoration due to
timing and influx.
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Risk Description

Safety and health and community

Communities may introduce new requirements -« During the RAP process, currently undefined parts of the

/ Community dissatisfaction communities may introduce new requirements and increase the
magnitude of the relocation exercise resulting in underestimation
of RAP costs and delays.

Securing land and negotiations (RAP / LRP) «  Delays and cost increases associated with resettlement:

* Resettlement negotiations may take longer than estimated.

e Land required for the RAP / LRP may not be available to
relocate villages that are within the project development area
footprint or may be more costly than estimated.

3.12.22 SEMBEHUN EXPLORATION

Since the discovery of the Sembehun mineral sands deposit in the 1960s, there has been extensive exploration and
feasibility work completed to assess the optimal approach to developing Sembehun. In recent years, exploration works at
Sembehun have focused on improving confidence in known Mineral Resources, with the latest Ore Reserve and Mineral
Resource update as at 31 December 2021 (which was released in February 2022). Following the development of Sembehun,
Sierra Rutile management expects to conduct Mineral Resource definition drilling and greenfields exploration activity across
its large tenement holding, which includes a number of highly prospective exploration targets.

3.12.23 SEMBEHUN COMMUNITY AND GOVERNMENT RELATIONS

Sierra Rutile's EHSMS specifically guides the management of stakeholder relationships. The Sembehun community has
been part of the Area 1 social investment and stakeholder management process for the past number of years. Stakeholder
relations will continue to be a focus area for site management.

Refer to Section 3.21 for further information on the Sierra Leone mining and fiscal scheme that applies to Sembehun.

3.12.24 SENSITIVITY ANALYSIS
Figure 3.19 below outlines key sensitivities for the Sembehun PFS to the base case Project NPV of US$318 million.

FIGURE 3.19 SEMBEHUN PFS KEY PROJECT NPV SENSITIVITIES (US$M)

Prices (+/- 10%) 195 433

Discount Rate (+2%) 318

Opex (+/- 10%) 247 386

Execute Capex (+/- 10%) 293

342

Note: For the base case assumptions for pricing, the discount rate, operating expenditure, and execute capital expenditure, refer to Sections 3.12.2,
3.12.1,3.12.14 and 3.12.15 respectively.
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3.13 REHABILITATION AND
MINE CLOSURE PLAN

3.13.1 REHABILITATION OBLIGATION

Rehabilitation and mine closure within Sierra Leone are
regulated by the EPA-SL. The overall closure objective of
the EPA-SL is to ensure that remedial measures are planned
and implemented in a manner that the land capability of the
rehabilitated areas is capable of sustaining a variety of post
closure land uses, where the residual post closure risks are
acceptable to Sierra Rutile and Sierra Rutile's stakeholders.
The sub-objectives to support this objective are:

* ensure safety and health of all stakeholders during
closure and post closure, and that communities using
Area 1 after closure are not exposed to unacceptable
risks;

» utilise closure methodologies that relinquish areas in
a self-sustaining condition with little or no need for
ongoing care and maintenance;

* understand and address community concerns
regarding closure;

* comply with mine closure permitting and regulatory
requirements;

* obtain documented confirmation of meeting all closure
requirements; and

*  physically and chemically stabilise remaining
structures to minimise residual risks.

As at 31 December 2021, the rehabilitation estimate for
Area 1 was approximately US$45 million. This rehabilitation
estimate is reviewed annually in accordance with the IFRS
and lluka's closure provisioning accounting policy.

3.13.2 APPROACH TO REHABILITATION AND
ILUKA SUPPORT

lluka will establish an externally managed rehabilitation
trust, cash funded by a one-off lluka payment of US$45
million, to provide confidence that the rehabilitation
obligations incurred prior to the Demerger of Sierra Rutile
can be satisfied by Sierra Rutile as a standalone entity.

The trust deed for the rehabilitation trust will specify the
mechanism by which Sierra Rutile can draw down on the
trust funds for rehabilitation purposes.

Please refer to Section 9.3 for further detail on the Sierra
Rutile rehabilitation trust.
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3.14 SIERRA RUTILE MINERAL
CONCENTRATES SALES
AND MARKETING

Sierra Rutile currently produces three primary products for
sale: SGR, IGR, and chloride ilmenite.

SGR accounts for approximately 85-90% of Sierra Rutile's
annual rutile production. Sierra Rutile’s SGR is considered to
be an industry leading high quality product and is consumed
primarily in the manufacture of titanium dioxide pigment and
titanium sponge (a precursor to titanium metal).

Sierra Rutile's IGR product is well suited to high quality
flux core welding wire applications due to its high packing
density and low contaminant level. These favourable
physical and chemical characteristics enable the product
to trade at a premium to competing products.

Sierra Rutile also produces chloride-grade iimenite which
is sold mainly for pigment production as well as being
upgradeable into titanium slag.

In addition to the three primary products above, Sierra
Rutile also produces around 5kt of zircon annually, in

the form of ZIC. Zircon content in the ZIC is variable, but
typically around 20-25%. While only a minor contributor to
Sierra Rutile's overall production volume, zircon's high value
means it provides an attractive revenue stream to Sierra
Rutile.

Sierra Rutile's products are highly sought after in several
end-use markets and applications. Associated sales
arrangements are custom-tailored, varying by end-use
application and ranging from spot to six-month duration,
as detailed below. In 2021, 77% of Sierra Rutile's revenue
was from sales to customers located in Europe, 19% was
from customers located in Asia, and the remaining 4%
was from customers located in North America and South
America. Except for the arrangements with lluka in relation
to rutile described below, the longest dated Sierra Rutile
offtake agreement entered into in 2022 will expire on

31 December 2022.
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TABLE 3.11 SIERRA RUTILE PRODUCT SALES SUMMARY

Product End-Use Application

Offtake arrangement

Rutile TiO, pigment

Sierra Rutile's largest pigment customer is Kronos
Worldwide, Inc. (Kronos) (4th largest global pigment
producer). Sierra Rutile has a longstanding supply history
with Kronos, with annual offtake of over 80kt in each of the
last 6 years. Sierra Rutile's existing contract with Kronos is
due to expire on 30 June 2022.

Other pigment customers include Venator (5th largest
global producer) and Tronox (2nd largest global producer),
who are each sold to on a spot shipment by shipment
basis.

Pigment customers buy on FOB Incoterms. Spot sales can
also be contracted under CIF Incoterms, with ocean freight
charged on a cost plus basis.

Rutile Ti Metal (sponge)

In the current tight supply environment, select top tier
titanium sponge producers purchase 6-12 ktpa of rutile
on a spot basis. In recent years, offtake agreements were
of multi-year duration, with pricing linked to Sierra Rutile's
other bulk rutile contracts.

Rutile Welding and industrial

Sierra Rutile's IGR is regarded as a premium product for high
quality welding applications.

Rather than buying in bulk on a FOB basis, welding
customers purchase packaged product in small parcels

on a delivered to factory gate or container terminal basis.
Although volumes are regular, contracts see price and
quantity agreed quarterly to adjust to fluctuations in supply
and demand.

As part of the transition, any remaining IGR stock in lluka's
Malaysian warehouse and one shipment of approximately
3kt will be sold to lluka at market rates, with the balance sold
independently by Sierra Rutile.

limenite TiO, pigment or Ti slag

Sierra Rutile ilmenite is highly desired and readily sold
on a spot basis since it is a secondary ilmenite suitable
for direct chlorination or transformation into titanium
slag. If Sembehun is developed, a lower value ilmenite
concentrate will also be produced in addition to the high
quality ilmenite stream.

As part of the transition, lluka will be granted a first right
of refusal to purchase up to 30ktpa of ilmenite produced
by Sierra Rutile. This arrangement will continue for a
period of 3 years.

lluka has nominated Sierra Rutile to deliver certain
quantities of ilmenite to meet lluka's obligations under
one of lluka's multi-year sales contracts. There are two
remaining shipments of iimenite that are scheduled for
delivery by Sierra Rutile under this arrangement after the
Demerger.
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Product End-Use Application Offtake arrangement

ZIC Asian processors who extract Concentrate streams that are no longer economic for
remaining zircon, rutile and other Sierra Rutile to process, or that exceed the current MSP
valuable heavy minerals credits processing capabilities are sold to specialized processors

on a spot basis. To manage shipping costs, quantities are
accumulated and sold/shipped once or twice a year.

Sierra Rutile has a long and established market presence, including relationships with all of the primary chloride-based
titanium pigment manufacturers as well as the world's largest producers of high-specification aircraft-quality titanium metal.

3.15 EMPLOYEE HEALTH AND SAFETY

The health and safety of all employees, contractors and visitors is of fundamental importance to Sierra Rutile. Safety
and health have historically been managed to the standards deployed by lluka and have significantly improved since
the acquisition of Sierra Rutile by lluka in 2016. Sierra Rutile intends to manage its business to this same standard post
Demerger, as a standalone entity.

Examples of health initiatives adopted by Sierra Rutile include the establishment of the Sierra Rutile Clinic in the 1970s,
increased numbers of medical professionals in response to the COVID-19 pandemic, investment in two ambulances, a fire
truck and fire fighting vehicle, and investment in additional equipment such as haematology analytical equipment, x-ray and
ultrasound machines.

Sierra Rutile's initiatives and resources have allowed earlier intervention for any injured employees, as well as improving
service delivery for non-work related injuries and ilinesses, with improved clinical outcomes for patients at the Sierra Rutile
Clinic.

Examples of safety initiatives adopted by Sierra Rutile include:

*  establishment of Sierra Rutile's Life Saving Commitments campaign across all operations and support services;
* introduction of the Incident Causal Analysis Methodology to ensure consistency in investigations and outcomes;

* introduction of pre-start safety checks, driver training and competency assessments and integrated Traffic
Management Plans for all operational areas;

* investmentin the Health and Safety Management System to manage risk management, with minimum compliance
levels established and enforced;

* mandatory risk assessments for all non-routine tasks;

* the adoption of lifting, guarding, fatigue management and hazard reporting procedures in line with lluka's high
standards;

» fire response training for the Emergency Response team;
* fully integrated tailings management, involving regular operations and geotechnical monitoring; and
* introduction of mandatory daily alcohol testing across all sites and shifts.

Risk management is an integral part of the health, safety, environment and community management system and the above
initiatives have been undertaken to ensure that processes are in place to identify, analyse and evaluate hazards, to assess
the risk posed by the hazards and to develop controls to reduce the level of risk to acceptable levels.

Sierra Rutile has recorded a strong safety performance in recent years, with positive trends observed across Total
Recordable Injury Frequency Rate (TRIFR) and Lost Time Injury Frequency Rate (LTIFR) measures. This is attributable to the
implementation of training programs, risk assessment and enhanced hazard identification.
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FIGURE 3.20 SIERRA RUTILE'S LTIFR AND TRIFR (2018-2022)
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3.16 ANTI-BRIBERY AND CORRUPTION

Sierra Rutile is committed to complying with all applicable anti-bribery and corruption laws and has adopted an Anti-Bribery
and Corruption Policy. SRL in Sierra Leone also has its own anti-bribery and corruption procedures which are consistent with
Sierra Rutile's zero-tolerance approach to bribery and corruption.

Sierra Rutile's approach to and management of anti-bribery and corruption applies to individuals working at all levels of
the company, including senior managers, officers, directors, employees (whether permanent, fixed term or temporary),

consultants, contractors, trainees, seconded staff, homeworkers, casual workers and agency staff, volunteers, interns,

sponsors, or any other person associated with us, wherever located.
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3.17 ENVIRONMENT

Sierra Rutile is committed to managing its environmental
performance to ensure that it complies with its obligations
under all environmental legislation and is at the forefront
of environmental management in the Sierra Leone mining
industry. The EPA-SL is the custodian of environmental law
within Sierra Leone.

Sierra Rutile has an ESHIA and Management Plan in place to
ensure compliance and manage its obligations in regards to
all aspects of environmental management including water,
biodiversity, rehabilitation and waste management for Area
1. An ESHIA for Sembehun is required to be submitted and

approved ahead of commencing development of the project.

Please refer to Section 3.21.3 for details in relation to Sierra
Rutile's Environmental Impact Assessment Licence from
the EPA-SL for mining activities at Area 1 (EIA Licence).

3.18 COVID-19 MANAGEMENT

Since the beginning of the COVID-19 pandemic, Sierra
Rutile has undertaken a number of initiatives to protect

its workforce, community and operations from the impact
of the virus. The company activated its Emergency
Management Team protocol in early 2020, continued to
operate the Sierra Rutile Clinic and dedicated a team of
people to managing its response to the pandemic. Since
the outbreak of the pandemic, Sierra Rutile has supported
government initiatives in the community ranging from the
supply of basic hygiene commodities (masks, hand wash
soap, buckets) to providing support to the District contact
tracing teams. The company has also worked with the
Government of Sierra Leone District Health Management
Team to rollout COVID-19 vaccinations across the local
community and Sierra Rutile workforce. Sierra Rutile also
purchased its own PCR machine and conducts regular PCR
tests on employees, community members and contractors.

It is estimated that the total cost of the extra measures
required to deal with the pandemic contributed
approximately US$4.4 million to the 2020 and 2021 cost
base in total. Approximately US$1.9 million (A$2.7 million)
was invested in 2021 to provide vaccination and health
services to employees and their families, and to establish
on-site quarantine and isolation facilities.
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3.19 CONTRIBUTIONS TO
THE SIERRA LEONE
ECONOMY AND LOCAL
COMMUNITIES

Sierra Rutile is proud of its long association with the local
communities in which it operates and makes a significant
contribution to the community through wages, local
sourcing and suppliers, social investment and numerous
other commitments in addition to the statutory rents and
taxes that it pays to the Government of Sierra Leone.

In 2021, Sierra Rutile's contribution included:

e payment of US$18.7 million in wages to Sierra Leone
direct employees;

e expenditure of US$61.9 million on local goods and
services from Sierra Leone businesses;

e more than US$500,000 on social investment and
agricultural development;

¢ thedirect and indirect employment of more than 2,800
people; and

e acontribution to the economy of Sierra Leone (through
government payments including taxes and royalties) of
US$21.8 million.

Sierra Rutile’'s commitment to its corporate social
responsibility focuses on health, education, safety and
social investment and development.

3.191 HEALTH

Examples of initiatives undertaken to support community
health include:

* the establishment of the Sierra Rutile Clinic in the
1970s to provide medical support to employees and
their families. The team of doctors, nurses, intensive
care paramedics, laboratory specialists and support
staff provide health care for a wide range of medical
conditions including the delivery of 63 babies during
2021;

* actively investing in primary healthcare, leveraging
existing infrastructure including water supply, power,
land tenure and security, to provide healthcare to
employees and their dependents as well as emergency
care to members of the local community;

¢ community education regarding diseases such
as typhoid, malaria, polio, HIV and other sexually
transmitted diseases to support efforts by the
Government of Sierra Leone to reduce communicable
diseases across the broader population;
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e HIV/AIDS: Sierra Rutile has partnership agreements with the Sierra Leonean National HIV/AIDS Control Programme,
the National AIDS Secretariat and has a staff member placed in the Sierra Rutile Clinic to support HIV control
interventions in the workplace and broader community. Free contraceptive vending machines have been placed in
common areas for Sierra Rutile employees and at the Sierra Rutile Clinic for employees and dependants.

e Malaria and Typhoid: Malaria and typhoid continue to remain as significant threats in the region, however
good progress has been made in reducing the frequency of these diseases. Initiatives which contributed to the
reduction in cases included: typhoid vaccinations for employees and their dependents; clinical testing; provision
of community education; supply of insecticide treated nets to community members; improvements in water quality
management; and investment in better equipping the Sierra Rutile Clinic. The positive impact of Sierra Rutile's
initiatives is shown in Figure 3.21 below.

FIGURE 3.21 SIERRA RUTILE'S MALARIA AND TYPHOID INFECTION RATES (2018-2022)
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e Toimprove health and wellbeing awareness, Sierra Rutile Clinic staff regularly schedule face-to-face talks in the
communities surrounding Sierra Rutile's operations to cover various topics relevant to each community and improve
health and wellbeing awareness;

* the Sierra Rutile Chief Medical Officer and Clinic Matron participate in a fortnightly radio talkback program where they
respond to health-related questions from callers; and

*  Sierra Rutile donates superseded medical clinic equipment such as stethoscopes from the Sierra Rutile Clinic to local
clinics to improve their capability.

3.19.2 EDUCATION

Sierra Rutile invests in education in Sierra Leone through its support of the Ruby Rose Educational Resource Centre, which
provides educational facilities to primary school children from nearby schools. The centre provides access to a library and

internet facilities to young learners, outdoor play areas and a feeding program. Sierra Rutile also invests in a school bursary
program.

Further demonstrating its commitment to education, Sierra Rutile launched a school bus service in the mining communities
in which it operates. The two buses commissioned in September 2019 provide support to families in the mining chiefdoms
by providing a free transportation service for their children, especially those who cannot afford transport costs to send their
children to schools.
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3.19.3 SOCIAL INVESTMENT AND

DEVELOPMENT

Sierra Rutile seeks to promote the development of its local
communities through the following initiatives:

* in 2019, Sierra Rutile established a local sourcing
initiative with the aim of increasing local procurement
by working with potential Sierra Leonean companies
that can be developed to provide a sustainable source
of supply to meet Sierra Rutile requirements;

*  Sierra Rutile implemented several community
infrastructure projects in 2021, including rehabilitating
five hand-pump water wells to supplement water
availability in the Mogbwemo community, constructing
two three-classroom schools at the Gbangbaia and
Semabu villages, and constructing a new pedestrian
bridge for the safe passage of local communities
across a significant waterbody;

* beyond direct disclosures, Sierra Rutile supports the
Extractive Industries Transparency Initiative (EITI),
a standard to promote the open and accountable
management of resources and to inform reforms
for greater transparency and accountability in the
extractives sector. Sierra Rutile also works closely with
the Sierra Leone Chamber of Mines to provide industry
input to the Sierra Leone EITI by way of its role in the
multi-stakeholder group; and

e the Sierra Rutile Partnership Program, which is aimed
at contributing to positive social, environmental and
operational outcomes in the communities and regions
in which the company operates. Partnership activities
are undertaken for mutual benefit of Sierra Rutile
and a third party for purposes aligning with one of
Sierra Rutile's focus areas (e.g. diversity and inclusion,
land management and sustainability, education and
training, health and wellbeing) and may consist of
financial sponsorship, in-kind support, collaboration or
employee participation.

3.20 WORKFORCE

As at 31 March 2022, Sierra Rutile employed over 2,200
people, of whom 97% are Sierra Leone nationals. There are
79 Sierra Leoneans in management positions, 258 senior
staff members and 1,838 general staff members. There are
approximately 62 expatriates employed by Sierra Rutile,

all of whom are expected to remain within the Sierra Rutile
workforce post Demerger.

Sierra Rutile’'s commitment to employing locally is guided
by the Sierra Rutile Local Content Policy and the Sierra
Leone Local Content Agency Act (2016).
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Wherever possible, Sierra Rutile also seeks to engage
local companies and suppliers to support economic
development in the region. This has included engaging
local service providers for implementing coaching and
development programs.

3.21 SIERRA LEONE
MINING REGIME

Sierra Rutile and the Government of Sierra Leone entered
into the "Agreement between the Government of the
Republic of Sierra Leone and Sierra Rutile Limited” on 20
November 2001 (Sierra Rutile Agreement), replacing an
earlier agreement which had been paused due to a long
period of civil unrest in Sierra Leone. The Sierra Rutile
Agreement was ratified by the Parliament of Sierra Leone
when the Sierra Rutile Agreement (Ratification) Act 2002
(Sierra Rutile Act) came into force on 21 March 2002.

The Sierra Rutile Agreement is the primary instrument to
regulate Sierra Rutile's operations in Sierra Leone. The
Agreement operates as a framework that confers Sierra
Rutile the authority to conduct mining, processing and
export operations for rutile and other minerals.

The ratification of the Sierra Rutile Agreement by the Sierra
Rutile Act means that the provisions of the agreement take
effect notwithstanding any inconsistent law. This means
that Sierra Rutile must also comply with the general laws of
the land applying in Sierra Leone, except to the extent that
the Sierra Rutile Agreement otherwise provides. The regime
established by the Sierra Rutile Agreement regulates Sierra
Rutile's operations in four key areas:

*  Mine tenure and mining activities — including with
respect to processing of rutile and other products and
export at Nitti Port;

¢  Fiscal scheme - including with respect to royalties,
taxes, duties and other charges;

¢  Environmental management and planning —including
with respect to rehabilitation and mine closure; and

¢ Community development - including with respect to
local content and stakeholder management.

These areas are discussed at a high level below.

3.21.1  MINE TENURE AND MINING ACTIVITIES

Sierra Rutile conducts mining and processing operations
on Mining Lease and Dredging Licence No. 2134 of 1984
dated on 1 July 1984, as extended to cover additional
ground by the Mining Lease and Dredging Licence No.
2134 - Additional Lease Area dated 17 September 1991
(Mining Lease).
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The Mining Lease covers a range of a range of discrete areas set out in Table 3.12, which includes the Area 1 and Sembehun
deposits.

TABLE 3.12 MINING LEASE AREA SUMMARY

Mining Lease Areas Area (km?) Date Issued Expiry Date
Area 1 291 01-Jul-1984
Gambia 18 01-Jul-1984
Jagbahun 21 01-Jul-1984
Nyandehun 6 01-Jul-1984
23-Jan-2039
Sembehun 74 01-Jul-1984
Sembehun Extension 125 17-Sep-1991
Taninahun Boka 12 01-Jul-1984
Mosavi 13 01-Jul-1984
Total 559 km?

The Mining Lease was initially granted in 1984 under the terms of The Minerals Act (196). Although predating the current
version of the Sierra Rutile Agreement, in 2002, the Mining Lease was deemed to be subject to the terms of the Sierra Rutile
Agreement by virtue of the SRA Act. In 2002, the Mining Lease was also deemed to be subject to the provisions of the Mines
and Minerals Act, 1994 (MMA 1994) to the extent the provisions of the MMA 1994 were not inconsistent with the provisions
of the Sierra Rutile Agreement. That change was made to reflect the fact that, by 2002, The Minerals Act (196) had been
replaced by the MMA 1994.

The MMA 1994 has since been replaced by the Mines and Minerals Act, 2009 (MMA), which applies generally to mining
activities within Sierra Leone. The Mining Lease is effectively considered to be a “large-scale mining licence"” for the
purposes of the MMA, except that, where the provisions of the MMA are inconsistent with the Sierra Rutile Agreement, the
terms of the Sierra Rutile Agreement prevail.

A Mines and Mineral Development Bill 2021 was tabled in the Sierra Leone Parliament in November 2021 (Draft MMA Bill),
which is intended to replace the MMA. At the date of this Demerger Booklet, the Draft MMA Bill is not expected to have a
material impact on Sierra Rutile's operations (noting that the Sierra Rutile Agreement would continue to prevail over the Draft
MMA Bill to the extent of any inconsistency).

3.21.2 FISCAL SCHEME

A key feature of the Sierra Rutile Agreement is that it contains a fiscal scheme which provides Sierra Rutile with certain
concessional arrangements for tax, duty, royalty and other dues and charges that would otherwise be payable by mining
entities operating under the general laws of Sierra Leone. These concessional arrangements are valid owing to the
ratification of the Sierra Rutile Agreement.

The fiscal scheme set out in the Sierra Rutile Agreement has been amended on a number of occasions, in response to
the operational conditions affecting Sierra Rutile and the general economic conditions affecting Sierra Leone. The most
recent amendment to the fiscal scheme occurred in 2021, when the Parliament of Sierra Leone ratified an agreement
between Sierra Rutile and Government of Sierra Leone with effect from 1 August 2021, affording Sierra Rutile a number of
concessional arrangements to improve the financial conditions relating to Area 1 only.

If in future the Government of Sierra Leone proposes to introduce new legislation or change any administrative rule or
practice that is more onerous than the provisions of the Sierra Rutile Agreement as at 21 March 2002, the Sierra Rutile
Agreement contains a provision that holds Sierra Rutile harmless from the increased cost of performing the more onerous
obligation.
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3.21.3 ENVIRONMENTAL MANAGEMENT AND
PLANNING

Apart from the Sierra Rutile Agreement and the MMA,
the Environmental Protection Agency Act 2008 (EPA Act)
and the Environment Protection (Mines and Minerals)
Regulations 2013 (EP Regulations) are key regulatory
instruments that apply to Sierra Rutile's operations in
Sierra Leone.

The EPA Act is administered by the EPA-SL which plays

an active role in managing the environmental impact of
Sierra Rutile's mining operations. The EPA Act requires
Sierra Rutile to hold an Environmental Impact Assessment
Licence granted by the EPA-SL for its mining activities (EIA
Licence), which must be renewed on an annual basis.

The process to renew Sierra Rutile's current EIA Licence
is underway and, in short, the renewal process for the EIA
Licence requires Sierra Rutile to have:

* anESHIA in place —as noted in Section 3.17, Sierra
Rutile has an ESHIA for Area 1 approved, and the
ESHIA for the Sembehun Project is expected to be
submitted and approved ahead of the final investment
decision for that project;

e an Environmental, Social and Health Management Plan
(ESHMP) for its current activities; and

* amine closure plan that will form part of the ESHMP
- Sierra Rutile's current mine closure plan was last
submitted to the Agency in December 2020.

A new Environment Protection Agency Bill, 2021 was tabled
in the Sierra Leone Parliament in July 2021 (Draft EPA Bill),

which is intended to replace the EPA Act. At the date of

this Demerger Booklet, the Draft EPA Bill is not expected to

have a material impact on Sierra Rutile's operations.
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3.21.4 COMMUNITY DEVELOPMENT

The Sierra Rutile Agreement and the MMA impose a range
of obligations on Sierra Rutile to enter into agreements
and engage with primary host communities affected

by its operations. In 2017, Sierra Rutile entered into a
Community Development Agreement (CDA) with its
primary host community which acts as a framework for the
implementation of Sierra Rutile’s community development
obligations — some of the community initiatives under the
CDA are summarised in Section 3.19.

At the date of this Demerger Booklet, Sierra Rutile is well
advanced in the process of renewing the CDA with the
assistance of the National Minerals Agency, which process
is expected to conclude by the end of this Financial Year.

In addition to the obligations under the CDA, Sierra Rutile
is subject to a range of local content obligations aimed at
developing Sierra Leone content in connection with Sierra
Rutile operations. Those obligations are administered by
the Sierra Leone Local Content, established under The
Sierra Leone Local Content Agency Act, 2016 (LCA).

Under the LCA, Sierra Rutile must submit a Sierra Leonean
Content Plan setting out how it will give first consideration
to Sierra Leone companies, materials, goods, and products,
and report annually on its activities and expenditure. The
LCA also sets out a process that Sierra Rutile must follow
before entering into certain contracts, including providing
contracts and tender documents to the Local Content
Agency for approval.

3.22 SIERRA RUTILE GROUP
CORPORATE STRUCTURE

SIERRA RUTILE CORPORATE
STRUCTURE

A summary of Sierra Rutile’'s post Demerger corporate
structure is provided in Figure 3.22 below.

3.22.1

Except for SRL, each of Sierra Rutile’s subsidiaries shown
below are non-operating holding entities. SRL is the
operating entity for Sierra Rutile's operations in Sierra
Leone, as described in this Demerger Booklet.
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FIGURE 3.22 SIERRA RUTILE'S CORPORATE STRUCTURE
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3.22.2 SIERRA RUTILE ORGANISATIONAL STRUCTURE
Following the Demerger, Sierra Rutile intends to adopt the organisational structure as shown in Figure 3.23 below.

FIGURE 3.23 SIERRA RUTILE'S BOARD AND EXECUTIVE LEADERSHIP TEAM
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Overview of Sierra Rutile //

Joanne Palmer
Independent NED

Eben Lombard
Chief Operating
Officer

Sue Wilson
General Counsel
& Company
Secretary

Maurice Cole
Chief Financial
Officer

Melissa Wrightson
Finance & Supply

Stefanie James
Legal

Barry Honnah Osman Lahai

Human Resources

Community &
Social

Executive Leadership Team

Aminata Kamara

Government
Relations Marketing

Derek Folmer
General Manager

3.23 SIERRA RUTILE BOARD AND SENIOR MANAGEMENT

3.23.1 SIERRA RUTILE BOARD

In determining the appropriate Board composition for Sierra Rutile, a focus was given to identifying candidates with a
diverse range of expertise necessary to effectively govern Sierra Rutile. Directors have been sought who together hold
industry experience across exploration, project development, mining, processing, marketing, rehabilitation, environment,
social and governance, business development, capital markets, and operating in West Africa generally. As outlined in Table
3.13 below, Sierra Rutile's Board will provide balanced and extensive expertise across these skill sets. If the Demerger is
implemented, the Sierra Rutile Board will comprise of an Independent Chair, a Managing Director/Chief Executive Officer, a
Finance Director and 2 Independent Non-Executive Directors.
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TABLE 3.13 SIERRA RUTILE BOARD

Independent Chair

GREG MARTIN

Mr Martin contributes 40 years' experience in the mining, utilities, financial services,
energy and energy related infrastructure sectors in Australia, New Zealand and
internationally.

Mr Martin currently serves as an independent, non-executive Director and Chair of Global
Energy Ventures, non-executive Chair of Hunter Water Corporation, non-executive Deputy
Chair of Western Power Corporation and non-executive Chair of Mawson Infrastructure
Group. Mr Martin was a non-executive director and Chairman of lluka from 2013 to 2022.

Mr Martin holds a Bachelor of Economics from the University of Sydney and a Bachelor
of Laws from Western Sydney University. He is also a Fellow of the Australian Institute of
Management and a Member of the Australian Institute of Company Directors.

Managing Director and Chief
Executive Officer

THEUNS DE BRUYN

Mr de Bruyn joined Sierra Rutile in August 2019, as the Chief Operating Officer and was
appointed Chief Executive Officer in January 2021. He has over 25 years' experience
in the mineral sector, starting his career with BHP where he worked across various
commodities and departments including Operations and Business Development.

Mr de Bruyn has held a range of senior positions including Executive Vice President of
Processing with Lonmin Platinum and as Chief Operating Officer for Metorex.

Mr de Bruyn holds a Bachelor of Engineering in Chemical Engineering from the University
of Pretoria and a Master of Business Administration from Heriot Watt University.

Finance Director

MARTIN ALCIATURI

Mr Alciaturi has more than 40 years' experience across investment banking, corporate
finance, and as a mining executive.

Mr Alciaturi is currently a Non-Executive Director at 29Metals. His previous roles include
Partner in Charge of Corporate Finance at Ernst & Young Perth, Head of Corporate
Finance (Perth) at Macquarie Capital and Chief Financial Officer at Aquila Resources.

Mr Alciaturi holds a Bachelor of Science (with honours) in Mechanical Engineering from
University College London, and a Graduate Diploma in Applied Finance and Investment
from the Financial Services Institute of Australia. He is a Fellow of Chartered Accountants
Australia and New Zealand, and a member of the Australian Institute of Company
Directors.

Independent Non-Executive
Director

GRAHAM DAVIDSON

Mr Davidson has over 30 years' professional experience of executive and board positions
with a track record of leading large multicultural teams on natural resource projects, across
three continents.

Mr Davidson is currently Managing Director at Millstream Consultants. He has held a
range of senior positions including Managing Director of Rio Tinto's Simandou project,
Chief Executive Officer of Rio Tinto's Port Waratah Coal Services and General Manager
of Operations at Rio Tinto's Uranium project in Namibia. Mr Davidson has also served on
several non-profit and governing boards.

Mr Davidson holds a Bachelor of Engineering in Mechanical Engineering from Newcastle
University and a Diploma of Maintenance Management from Central Queensland University.
He is also a member of the UK Institute of Directors, member of the Australian Institute of
Company Directors and the Institute of Engineers Australia and various associations within.
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Independent Non-Executive
Director

JOANNE PALMER

Ms Palmer has over 25 years' of industry experience providing audit and assurance
services on company listings, mergers, acquisitions and takeovers and significant
experience in auditing internal mining companies.

Ms Palmer is currently an Executive Director at Pitcher Partners, a Non-Executive Director
of Paladin Energy, a Non-Executive Director of NextOre, a company operating in the
mining technology field, and a Councillor at the Association of Australian Mining and
Exploration Companies (AMEC). Prior to her existing roles, Ms Palmer was an equity
Partner at EY in the Assurance Practice and led EY's Financial Accounting Advisory
Services team in Perth for three years prior to her departure.

Ms Palmer holds a Bachelor of Science (with honours) in Mathematics and Statistics from
the University of Birmingham. She is a fellow of both the Chartered Accountants Australia
and New Zealand and Institute of Chartered Accountants in England & Wales. She also
holds a graduate diploma from the Australian Institute of Company Directors and is a
Registered Company Auditor with the Australian Securities and Investments Commission.

3.23.2 SIERRA RUTILE SENIOR MANAGEMENT

The senior management of Sierra Rutile have extensive experience and expertise in mining operations and development,
business development, corporate strategy and capital markets. Further information on the Sierra Rutile senior management
team is summarised in Table 3.14 below.

TABLE 3.14 SIERRA RUTILE SENIOR MANAGEMENT

Managing Director and Chief THEUNS DE BRUYN

Executive Officer

Refer to Section 3.23.1.

Finance Director

MARTIN ALCIATURI
Refer to Section 3.23.1.

Chief Operating Officer

EBEN LOMBARD

Mr Lombard joined Sierra Rutile in August 2020 and served as the General Manager
Services. He was appointed as Chief Operating Officer in December 2021. He has 22
years' experience in metals and minerals processing in various commodities including
steel, chrome, platinum, copper, cobalt and lead and worked for Arcelor Mittal Steel in his
early career.

Mr Lombard held senior positions including Head of Processing/Production in Arcelor
Mittal Steel, Samancor Chrome, Lonmin Platinum, Metorex and ERG Africa as well as
General Manager in the ZIMCO and the Welding Alloys Groups.

Mr Lombard holds a Bachelor of Science in Metallurgical Engineering from the University
of Pretoria, a Master of Business Administration from the University of the Free State and
a Certificate in the Fundamentals of Financial Management from Stellenbosch University.
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Chief Financial Officer

MAURICE COLE

Mr Cole joined Sierra Rutile in October 2017 as Finance Manager and was promoted
in September 2019 to the position of Chief Finance Officer. He has over 30 years’
experience in the Accounting and Auditing. He started his career with KPMG and has
worked in various sector including Energy, Banking, Petroleum and mining.

Mr Cole previously held a number of senior positions including Financial Controller, Chief
Finance Officer and Managing Director of the biggest Petroleum Company in Sierra Leone
(NP(SL)LTD) before joining Sierra Rutile.

Mr Cole holds qualifications from the Association of Chartered Certified Accountants of
England and Wales and the Association of Accounting Technicians of England. He is also a
Fellow of the Association of Chartered Accountants of England and Wales and a Fellow of
the Association of Chartered Accountants of Sierra Leone.

General Manager Marketing

DEREK FOLMER

Mr Folmer joined Sierra Rutile in April 2013 and transitioned to be Vice President TiO2
Sales for the Americas and Europe for lluka in 2017. He will be reappointed as General
Manager Marketing by Sierra Rutile post Demerger.

Mr Folmer has over 25 years of commercial experience in the mineral sands sector,
including 9 years of active involvement with Sierra Rutile, where he was Chief Marketing
Officer and also a director of the company’s in-country board. He has also held previous
senior positions including General Manager Sales and Marketing for Rutile and Zircon at
Rio Tinto.

Mr Folmer holds a Bachelor of Engineering in Mining Engineering and a Master of
Business Administration in Finance, both from McGill University, and is a member of the
Quebec Order of Engineers.

General Counsel and
Company Secretary

SUE WILSON

Ms Wilson is an experienced General Counsel and senior executive. She is currently a
consultant at lluka after retiring as General Counsel and Company Secretary of lluka

in September 2021. Sue was previously the Head of Company Secretariat at South32
following the demerger from BHP Billiton. She was also General Counsel and Company
Secretary and a member of the executive team at Bankwest and HBOS Australia. Prior to
joining Bankwest, Ms Wilson was a partner of law firm Parker & Parker (now part of Herbert
Smith Freehills). She is currently the Chair of aged care provider, Amana Living. She was
previously the Pro Chancellor and a member of the Council at Curtin University, Chairman
of the WA State Council of the Governance Institute of Australia and is a former non-
executive director of Western Power.

Ms Wilson holds a Bachelor of Jurisprudence and a Bachelor of Laws from the University
of Western Australia. In 2021, Sue was awarded an Honorary Doctorate from Curtin
University for exceptional leadership and wise counsel to Curtin University and the
community. She is also a Fellow of the Australian Institute of Company Directors and the
Governance Institute of Australia.
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3.24 SIERRA RUTILE PRO
FORMA HISTORICAL
FINANCIAL INFORMATION

This Section contains pro forma historical financial
information in relation to the Sierra Rutile Group (the
Sierra Rutile Pro Forma Historical Financial Information)
comprising:

e the Sierra Rutile pro forma historical income
statements for the years ended 31 December 2019, 31
December 2020 and 31 December 2021;

*  Sierra Rutile pro forma historical balance sheet as at 31
December 2021; and

*  Sierra Rutile pro forma historical free cash flows for the
years ended 31 December 2019, 31 December 2020
and 31 December 2021.

In this Demerger Booklet (including in this Section 3.24
and Section 4.7), references to Sierra Rutile Pro Forma
Historical Financial Information are references to the

pro forma historical financial information of Sierra Rutile
during the relevant period or at the relevant time, being the
corporate group that is being restructured to form Sierra
Rutile as it will exist immediately following implementation
of the Demerger. The financial information in this Section
3.24 is presented in US dollars unless otherwise stated.

References to Sierra Rutile Pro Forma Historical Financial
Information refers to Sierra Rutile on a consolidated basis.

The financial information in this Section 3.24 is presented in
an abbreviated form and does not contain all presentation,
comparatives and disclosures that are usually provided

in an annual financial report prepared in accordance with
the Corporations Act. The Independent Accountant has
prepared an Independent Limited Assurance Reportin
respect of the Sierra Rutile Pro Forma Historical Financial
Information, a copy of which is included in Section 7.

The financial information in this Section should be read in
conjunction with the risk factors set out in Section 3.27.

3.24.1 BASIS OF PREPARATION

The Sierra Rutile Pro Forma Historical Financial Information
has been prepared for illustrative purposes, to assist lluka
Shareholders to understand the financial position, financial
performance and cash flows of Sierra Rutile. By its nature,
pro forma historical financial information is illustrative

only. Consequently, the pro forma historical financial
information does not purport to reflect the actual financial
performance, financial position and cash flows that would
have occurred if Sierra Rutile had operated as a standalone
group for the relevant periods.

The Sierra Rutile Pro Forma Historical Financial Information
has been derived from the Sierra Rutile BVI financial
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statements, audited by PricewaterhouseCoopers, and
adjusted for the effects of the pro forma adjustments
described below. PricewaterhouseCoopers issued
unqualified audit opinions with an emphasis of matter

on going concern and on the basis of accounting and
restriction on distribution and use on the 2019 and 2020
financial statements and an unqualified opinion with an
emphasis of matter on basis of accounting and restriction
on use on the 2021 financial statements. The emphasis
of matter on the basis of accounting and restriction

on distribution and use relates to the Sierra Rutile BVI
financial statements having been prepared to satisfy the
requirements of the IFC Shareholders Agreement (which
terminated on 13 May 2022). The accounting records
behind these financial statements were also used to
generate lluka's financial statements for the years ended
31 December 2019, 31 December 2020 and 31 December
2021. The lluka financial statements for these periods are
available from lluka's website (www.lluka.com) or the ASX
website (www.asx.com.au).

Sierra Rutile BVl is a direct subsidiary of Sierra Rutile.
Sierra Rutile is a holding entity, therefore the results of the
Sierra Rutile BVI consolidated group materially reflect the
historical financial information of Sierra Rutile.

The lluka financial statements have been audited
respectively by PricewaterhouseCoopers in accordance
with Australian Auditing Standards and Interpretations.
PricewaterhouseCoopers issued unqualified audit opinions
on these financial statements.

The Sierra Rutile Pro Forma Historical Financial
Information has been prepared in accordance with the
recognition and measurement principles contained in
the Australian Accounting Standards (AAS) (including
Australian Accounting Interpretations) adopted by the
Australian Accounting Standards Board (AASB), which
comply with the recognition and measurement principles
of the International Accounting Standards Board and
interpretations adopted by the International Accounting
Standard Board.

The AAS are subject to amendments from time to time,

and any such changes may impact the balance sheet or
income statement of Sierra Rutile post Demerger. Sierra
Rutile adopted AASB 16 Leases, effective from 1 January
2019. No further AAS amendments were noted for the
years ended 31 December 2019, 31 December 2020 and
31 December 2021. As such, there are no retrospective pro
forma adjustments to be applied to any previous historical
periods, as all periods presented have adopted consistent
accounting standards.

The Sierra Rutile Pro Forma Historical Financial Information
has been prepared on a consistent basis to the accounting
policies set out in Sierra Rutile BVI's audited financial
statements for the year ended 31 December 2021.
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The Sierra Rutile Pro Forma Historical Information includes
pro forma adjustments to reflect the impact of certain
transactions as if they occurred as at 31 December 2021
in the pro forma historical balance sheet and immediately
prior to 1 January 2019 in the pro forma historical income
statements and pro forma historical free cash flows.

Pro forma adjustments have been made to the Sierra Rutile
pro forma historical income statements to reflect:

*  removal of the income statement impact of the IFC put
option;

* additional standalone corporate costs of Sierra Rutile.
This includes corporate staff, company secretarial
costs, ASX listing fees, share registry costs, audit
fees, insurance and the costs of a separate board of
directors; and

* change in netinterest and finance charges.

Pro forma adjustments have been made to the Sierra Rutile
pro forma historical balance sheet to reflect:

e settlement of the IFC put option;
¢ settlement of borrowings with lluka;
* the establishment of the Rehabilitation Trust;

e impairment reversal for the Sembehun mine
development asset previously impaired; and

¢  Sierra Rutile's share of transaction costs.

The Sierra Rutile Pro Forma Historical Free Cash Flow set
out in Section 3.24.6 are presented as cash flows after net
capital expenditure, finance costs and tax.

Following the Demerger, Sierra Rutile will prepare its
general purpose financial statements in accordance with
AAS and the Corporations Act. The AAS are subject to
amendments from time to time, and any such changes
may impact on the balance sheet or income statement
of Sierra Rutile post Demerger. In addition, following the
Demerger, Sierra Rutile may be impacted by accounting
policies adopted which are different to existing policies,
and differences in interpretations of AAS.

3.24.2 EXPLANATION OF CERTAIN NON-IFRS
FINANCIAL MEASURES

This Demerger Booklet uses non-IFRS financial information
which are used to measure operational performance. Non-
IFRS measures are unaudited but derived from audited
accounts. The principal non-IFRS financial measures
referred to in this Section are as follows:

* EBIT is reported earnings before the following:

* interestincome, interest expense and finance
costs; and

* income tax expense.

*  Underlying EBITDA excludes non-recurring
adjustments including write-downs, Sierra
Rutile Limited transaction costs, and changes to
rehabilitation provisions for closed sites.

*  Free cash flow is net cash flow before proceeds/
repayment of borrowings, proceeds on issue of shares
and dividends paid in the year.

*  Unit cash cost of production - Z/R represents the
total cash costs of production divided by the total
tonnes of rutile (inclusive of TIC) and zircon produced.

e Unit cash cost of production (net of co-product
credits) - R represents the total cash costs of
production less the revenue earned from co-products
(ZIC and ilmenite), divided by the total tonnes of rutile
produced (inclusive of TIC).

3.24.3 SIERRA RUTILE PRO FORMA HISTORICAL
INCOME STATEMENTS

Set out below are Sierra Rutile's pro forma historical income
statements for the years ended 31 December 2019, 31
December 2020 and 31 December 2021. For the purposes
of presenting the Sierra Rutile pro forma historical income
statement, the income statements have been adjusted for
the effects of pro forma adjustments outlined in Section
3.24.1 to reflect the impact of certain transactions as if
they occurred immediately prior to 1 January 2019.
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TABLE 3.15 SIERRA RUTILE PRO FORMA HISTORICAL INCOME STATEMENTS
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Year ended 31 Year ended 31 Year ended 31
USD $'m December 2019 December 2020 December 2021
Revenue 183.1 157.7 184.2
Other income 1.4 0.0 2.1
Expenses (141.3) (145.9) (165.8)
Underlying EBITDA 43.2 11.9 20.5
Depreciation and amortisation expense (46.0) (52.1) (32.1)
Write down of non-current assets (290.0) - (5.7)
Inventory movement — non cash (1.4) 1.3 (0.8)
aC:(?T(;qsess in rehabilitation provision recognised in profit 6.3) 93 8.9
EBIT (300.5) (36.7) 10.9
Rehab and mine closure discount unwind (1.6) (7.5) (0.8)
Net interest and finance charges (0.3) 0.1 (0.5)
Profit/(loss) before income tax (302.5) (44.1) 9.6
Income tax expense (121.2) (5.6) (3.4)
Profit/(loss) after tax (423.6) (49.7) 6.1

Sierra Rutile's minimum tax rate for FY19, FY20 and January 2021 to July 2021 was 3.5% of turnover, decreasing to 0.5%
from August 2021 to December 2021. The minimum tax rate changed as a result of the Third Amendment Agreement to the
Sierra Rutile Actin relation to Area 1. The rate is expected to be maintained at 0.5% going forward for Area 1. No pro forma
adjustment has been reflected for the change in tax rate in the pro forma historical income statements.

TABLE 3.16 RECONCILIATION OF SIERRA RUTILE BVI REPORTED HISTORICAL RESULTS, AS DERIVED FROM THE
FINANCIAL STATEMENTS OF SIERRA RUTILE BVI, TO SIERRA RUTILE PRO FORMA HISTORICAL PROFIT AFTER TAX

Year ended 31 Year ended 31 Year ended 31
USD $'m Note December 2019 December 2020 December 2021
Historical profit/(loss) after tax 1 (419.3) (31.2) 7.5
Removgl of remeasurement (gain)/ loss relating to IFC 5 ) (14.5) 25
put option
Pro forma Sierra Rutile ongoing costs 3 (4.9) (4.8) (5.3)
Pro fc.>rma change in investment income, net interest 4 0.6 0.8 14
and finance charges
Pro forma historical profit/ (loss) after tax (423.6) (49.7) 6.1

Notes:

1. Represents the reported Sierra Rutile BVI historical results prior to the Demerger occurring, derived from the audited Sierra Rutile BVI financial

Removal of remeasurement (gain)/ loss relating to the IFC put option, as the put option was settled prior to the Demerger and will not continue as

Following the Demerger, Sierra Rutile will be a separate group listed on the ASX. Sierra Rutile will incur net additional operating costs estimated

to be A$7.0 million per annum, translated to US$ using the average exchange rate used to prepare the financial statements in each respective
year. These estimated costs include corporate staff, company secretarial costs, ASX listing fees, share registry costs, audit fees, insurance and

statements.
2.

part of Sierra Rutile's operations going forward.
3.

board of directors costs.
4.

Removal of the interest expense incurred on Sierra Rutile’s borrowings which will be settled prior to the Demerger and recognition of the

estimated investment income to be earnt on the rehabilitation trust funds, assumed to be US$0.6 million per annum at an assumed investment

return rate of 1.25% p.a.
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3.24.4 MANAGEMENT COMMENTARY ON SIERRA RUTILE'S PRO FORMA HISTORICAL PERFORMANCE

TABLE 3.17 SIERRA RUTILE PRODUCTION VOLUMES AND UNIT CASH COST OF PRODUCTION

Year ended 31 Year ended 31 Year ended 31
December 2019 December 2020 December 2021

Production volumes

Zircon (2) kt 8.5 6.6 4.1
Rutile (R) kt 137.2 120.2 129.3
Total Z/R production kt 145.7 126.8 133.4
limenite kt 59.2 45.8 52.1
Total production kt 204.9 172.6 185.5
HMC produced kt 288 306 301
HMC processed kt 290 293 312
Unit cash cost of production - Z/R US$/t 823 1,002 1,047

Unit cash cost of production

(net of co-product credits) - R ussit 744 929 985

Sierra Rutile's pro forma underlying EBITDA was US$43 million in FY19. Total revenue was US$183 million. Operational
performance was below target as production was challenged by lower run time and throughput. The unit cash cost of Z/R
was US$823t, above forecast as a result of the higher costs and lower production volumes. The pro forma loss after tax for
2019 was US$424 million, driven by the impairment recognised at the end of the year. The carrying value of Sierra Rutile's
Area 1 and Sembehun cash generating units were written down by US$290 million, as a function of operational performance
achieved being below lluka's 2016 acquisition investment case for Area 1; and that lluka did not have a defined development
approach for the Sembehun deposit, resulting in difficulties ascribing meaningful value to that asset. The useful lives of
these assets were revised to mid-2022 as a result of their performance, with depreciation being accelerated. Sierra Rutile
also wrote off the deferred tax asset associated with unrecognised tax losses in FY19.

In 2020, Sierra Rutile's mineral sands revenue decreased by 14% as production was impacted by a number of downtime
events, leading to lower mining and processing throughputs, despite slightly higher HMC production from the prior period.
The impact of the COVID-19 pandemic reduced lluka's ability to retain specialised skillsets, typically available by expatriate
channels, due to quarantine and travel restrictions. Additional costs were incurred during the year as a result of unplanned
outages, increased maintenance and Sierra Rutile's response and management of the COVID-19 pandemic.

Sierra Rutile's pro forma underlying EBITDA for 2021 was US$21 million. The operational challenges caused by the
COVID-19 pandemic continued into 2021 coinciding with lower HMC grade affecting rutile production and in May, lluka
announced a six month notice to suspend operations at Sierra Rutile and the useful lives of the remaining PPE was further
accelerated, revised to the end of January 2022. Despite the challenges, mineral sands revenue increased by 4% from
2020 based on improved mining performance and runtime in H2 2021, following implementation of a number of operational
improvement initiatives, as well as higher rutile prices as key markets recovered through the year. Total HMC production
was 301 thousand tonnes, with 129 thousand tonnes of rutile being produced. EBIT reflected a favourable material change
in Area 1's rehabilitation provision during the year as a result of changing the annual target rate of rehabilitation from 200
ha/annum to 400 ha/annum, and changes in scope to the rehabilitation plan of the Northern Ponds. Following successful
renegotiation of fiscal terms (which was contained in the Third Amendment Agreement), Sierra Rutile’s minimum tax rate

in relation to Area 1 (3.5% of turnover up until July 2021) decreased to 0.5% from August 2021 onwards. In January 2022
the Third Amendment Agreement was ratified by the Government of Sierra Leone, resulting in the withdrawal of notice to
suspend operations.

3.24.5 SIERRA RUTILE PRO FORMA HISTORICAL BALANCE SHEET

The following table sets out the Sierra Rutile historical balance sheet as at 31 December 2021. For the purposes of
presenting the pro forma historical balance sheet, the balance sheet has been adjusted for the effects of pro forma
adjustments outlined in Section 3.24.1 to reflect the impact of certain transactions as if they had been effected and
completed on 31 December 2021.
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The Sierra Rutile pro forma historical balance sheet has been prepared in order to give lluka Shareholders an indication
of Sierra Rutile's balance sheet in the circumstances noted in this Section, and does not reflect the actual or prospective
financial position of Sierra Rutile at the time of the Demerger.

TABLE 3.18 SIERRA RUTILE PRO FORMA HISTORICAL BALANCE SHEET

Pro forma
Year Sierra Rutile
ended 31 Settlement Settlement Demerger as at 31
December  of IFC put Rehabilitation of Impairment transaction December
USD $'m 2021 option® Trust? borrowings 2 reversal® costs® 2021
hand h
Cashand cas 26.0 (16.0) (0.6) 9.4
equivalents
Rehabilitation Trust
. - Vi Vi
deposit/ asset (*) 0 0
Trade receivables 43.4 43.4
Inventories 40.5 40.5
Total current assets 109.9 0.7 (16.0) (0.6) 94.0
Rehabilitation Trust
deposit/ asset (*) ) 44.3 44.3
Property, plant and 35 23.4 26.9
equipment
Right-of-use assets 0.1 0.1
Total non-current 3.6 44.3 23.4 71.3
assets
Total assets 113.5 45.0 (16.0) 23.4 (0.6) 165.3
Trade and other 228 228
payables
Borrowings 16.0 (16.0) -
Lease liabilities 0.1 0.1
Current tax liabilities 0.7 0.7
Provisions 6.2 6.2
(.)th.e.r.current 11 11
liabilities
Total current
liabilities 46.8 (16.0) 30.8
Em.ployee benefit 96 96
obligations
Provisions 44.3 44.3
Other financial
liabilities 80 80 i
Total non-current
liabilities 61.9 (8.0 539
Total liabilities 108.7 (8.0) (16.0) 84.7
Net assets 4.8 8.0 45.0 - 23.4 (0.6) 80.6
Share capital 492.5 8.0 45.0 545.4
Reserves and (487.7) 234 (0.6) (464.9)
retained losses
Total equity 4.8 8.0 45.0 - 23.4 (0.6) 80.6
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Notes:
1. InMay 2022, lluka agreed to settle the IFC put option for an amount of US$8.0 million, equivalent to A$11.0 million at an exchange rate of
A$:US$ 0.7248.

2. As part of the proposed Demerger, a rehabilitation trust will be established for an amount of US$45.0 million to support Sierra Rutile’s’ future
rehabilitation activities. Refer to Section 9.3.1 for further details on the establishment of the trust.

3. Settlement of borrowings of US$16.0 million from lluka prior to the proposed Demerger.

Sierra Rutile has recognised an impairment reversal of US$23.4 million relating to its Sembehun mine development asset which was historically
impaired.

5. Represents Sierra Rutile's share of the estimated Demerger transaction costs US$0.6 million comprising advisory fees.

(*) REHABILITATION TRUST DEPOSIT/ ASSET

The rehabilitation trust asset disclosed above includes US$45.0 million which will be held on trust to support future
rehabilitation activities of SRL. These funds will be subject to restrictions and are therefore not available for general
use by the other entities within the group. The current portion of US$0.7 million reflects the expected draw down of the
rehabilitation trust funds to support rehabilitation expenditure in the 12 months post 31 December 2021.

CRITICAL ESTIMATES AND JUDGEMENTS: REHABILITATION AND MINE CLOSURE PROVISION

During mining operations, land is disturbed as tailings, ponds and borrow pits are created. SRL has an obligation in Sierra
Leone under the Sierra Rutile Act, Mines and Minerals Act 2009 and other relevant legislation to rehabilitate these areas.

Costs of reclamation and rehabilitation are assessed on a regular basis and estimated costs are provided over the life

of the mine and represents the lluka Directors’ best estimate of Sierra Rutile’s liability for close-down, dismantling and
restoration of the mining and processing sites, including reclamation of areas disturbed by mining activities. The costs

are estimated using the work of external consultants as well as internal experts. Significant estimates and assumptions

are made in determining the provision for mine rehabilitation and closure as there are numerous factors that will affect the
ultimate amount payable over the life of the mine. Costs of reclamation, rehabilitation and dismantling are assessed on a
regular basis and estimated costs are provided over the life of the mine. The estimates include costs of labour, materials and
equipment required to rehabilitate disturbed areas.

Rehabilitation, restoration and mine closure costs are provided at the present value of the expenditures expected to settle
the obligation, using estimated cash flows based on current prices over the assumed life of the mine.

The provision at the reporting date represents the lluka Directors' best estimate of the present value of the future
rehabilitation costs required. Changes to one or more of the assumptions used to calculate the rehabilitation and mine
closure provision is likely to result in a change to the carrying value of the provision and the related asset or a change to
profit and loss in accordance with Sierra Rutile’s accounting policy.

PRO FORMA CASH AND CASH EQUIVALENTS AS AT 31 MAY 2022

The pro forma cash and cash equivalents of the Sierra Rutile group as at 31 May 2022 is US$20.7 million. The calculation
of the pro forma cash and cash equivalents amount includes the pro forma adjustments for the settlement of borrowings
of US$16.0 million and the payment of the transaction costs of US$0.6 million but excludes the establishment of the
Rehabilitation Trust.
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3.24.6 SIERRA RUTILE PRO FORMA HISTORICAL FREE CASH FLOW

Set out below are the Sierra Rutile pro forma historical free cash flows for the years ended 31 December 2019,

31 December 2020 and 31 December 2021. For the purposes of presenting the Sierra Rutile pro forma historical free cash
flows, the historical free cash flows have been adjusted for the effects of pro forma adjustments outlined in Section 3.24.1 to
reflect the impact of certain transactions as if they occurred immediately prior to 1 January 2019.

TABLE 3.19 SIERRA RUTILE PRO FORMA HISTORICAL FREE CASH FLOW
Year ended 31 Year ended 31 Year ended 31

USD $'m Note December 2019 December 2020 December 2021
Pro forma historical operating cash flow 28.0 26.3 2.6
Interest paid 0.3 0.6 (0.2)
Income taxes paid (9.5) (5.7) (3.8)
Capital expenditure (49.8) (15.0) -
Pro forma historical free cash flow (31.0) 6.1 (1.5)

TABLE 3.20 RECONCILIATION OF THE SIERRA RUTILE HISTORICAL FREE CASH FLOW TO PRO FORMA HISTORICAL
FREE CASH FLOW

Reconciliation of the Sierra Rutile historical free cash flow to the Sierra Rutile pro forma historical free cash flow for the years
ended 31 December 2019, 31 December 2020 and 31 December 2021 are shown in the following table.

Year ended 31 Year ended 31 Year ended 31

USD $'m Note December 2019 December 2020 December 2021

Historical free cash flow 1 (26.7) 10.4 3.2

Pro forma standalone operating costs 2 (4.9) (4.8) (5.3)

Pro forma change in net interest and finance charges 3 0.6 0.6 0.6

Pro forma historical free cash flow (31.0) 6.1 (1.5)
Notes:

1. Represents the reported Sierra Rutile BVI historical free cash flow prior to the Demerger occurring, derived from the audited Sierra Rutile BVI
financial statements.

2. Represents the standalone operating costs Sierra Rutile anticipates incurring after the Demerger. These estimated costs include corporate staff,
company secretarial costs, ASX listing fees, share registry costs, audit fees, insurance and board of directors costs.

3. Inclusion of the estimated interest revenue to be earnt on the rehabilitation trust funds, assumed to be US$0.6 million per annum at an assumed
interest rate of 1.25% p.a.

3.24.7 REVERSAL OF HISTORICAL IMPAIRMENT

In 2019, an impairment indicator was identified due to management's decision to delay the Sembehun Early Works at the
time along with lower operational performance than was anticipated with lluka's acquisition. The resultant impairment test
indicated that the carrying amount of Sierra Rutile Limited (SRL) exceeded its recoverable amount, and SRL was accordingly
written down to its recoverable amount.

As part of the Demerger considerations and finalisation of the PFS for Sembehun, an impairment reversal of US$23.4 million
has been recognised in relation to the carrying value of the Sembehun assets.

No impairment reversal has been recognised in relation to Area 1 due to the historically impaired assets being depreciated
to $nil as at 31 December 2021.
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3.24.8 CONTINGENCIES AND COMMITMENTS

The group has no capital expenditure commitments as at
31 December 2021 (2020: US$4.12 million).

ENVIRONMENTAL CLASS ACTION

On 22 January 2019, SRL was served with a writ and
statement of claim in respect of an action filed in the High
Court of Sierra Leone Commercial and Admiralty Division
against both SRL and the EPA-SL.

The proceedings have been brought by a group of
landowner representatives who allege that they suffered
loss as a result of SRL's mining operations. The claims
primarily relate to environmental matters that arose

prior to the lluka Group acquiring its interest in SRL. The
landowner representatives allege, in part, that SRL engaged
in improper mining practices resulting in environmental
degradation and contamination, did not meet certain
rehabilitation obligations and violated local mining laws.
SRL denies liability in respect of the allegations and intends
to defend the claims. SRL filed its defence in March 2019
and also applied to the Court for an order requiring the
landowner representatives to provide further detail on their
claims.

As at 31 December 2021, the status of the proceedings
had not reached a stage where SRL could reliably estimate
the quantum of liability, if any, that SRL may incur in respect
of the class action.

TRANSCEND PROCEEDINGS

On 17 April 2018, Transcend International Resources Ltd
(Transcend) initiated proceedings in the High Court of
Sierra Leone against Sierra Rutile. Transcend's claim is for
US$816,500 in relation to the supply and delivery of zircon
middling to Transcend, plus general damages, interest

and costs. Sierra Rutile denies that it is liable. Trial of the
matter has ended and the judge has reserved the matter
for judgment.

This proceeding is in addition to the judgment in favour of
Transcend for approximately US$3.2 million, that was fully
provided for as at 31 December 2021. Sierra Rutile has
been granted an interim stay of execution pending appeal
by the Court of Appeal of Sierra Leone. Refer to Section 9.4
for further details.

OTHER CLAIMS

In the course of its normal business, the Group receives
claims arising from its operational activities. In the opinion
of the directors, all such matters are covered by insurance
or, if not covered, are without merit or are of such kind

or involve such amounts that would not have a material
adverse impact on the operating results or financial
position of the Group if settled unfavourably.

3.24.9 EVENTS POST BALANCE SHEET DATE

On 14 January 2022, Sierra Rutile withdrew its notice to
suspend operations following the ratification in December
by the Parliament of Sierra Leone of the Third Amendment
Agreement which contained adjustments to the applicable
fiscal regime for Area 1.

On 19 February 2022, a fire in a warehouse compound at
SRL damaged sheds containing stored equipment parts
and spares. The gross estimated loss caused by the fire

is US$13.0 million, of which the majority is expected to be
recoverable under an insurance policy. The financial impact
of the fire, and subsequent insurance claim, have not been
reflected in the pro forma historical balance sheet given the
expected insurance recovery.

Other than the above matters, the directors are not aware
of any matter or circumstance that has or may significantly
affect the operations of the entity, the results of its
operations or the state of affairs of the entity in subsequent
financial years.

3.24.10 SHAREHOLDERS' EQUITY

At the time of the Demerger, Sierra Rutile will have
approximately 424.2 million ordinary shares on issue as

at the Record Date, with no options over shares, preferred
shares or other forms of external hybrid capital. The
number of lluka Shares on issue as at the Record Date will
be approximately 424.2 million shares plus any lluka Shares
issued under the lluka employee incentive schemes since
the date of this Demerger Booklet.

3.24.11 TAXATION

SRL is taxed under the provisions of the Sierra Rutile Act,
subject to a minimum amount based on percentage of
turnover. The applicable turnover tax rate for the year
ended 31 December 2021 was 3.5% from January to July,
and 0.5% from August to December. Going forward, the
applicable turnover tax rate is 0.5% for Mining Area 1. SRL
is, prima facie, subject to corporation tax of the rate of 25%,
but is subject to alternative minimum turnover tax if its net
profit tax does not exceed its turnover tax. Consequently,
the alternative minimum turnover tax is applied as
stipulated in the Sierra Rutile Act as outlined above.

SRL has conducted its operations in the ordinary course of
business in accordance with its understanding of applicable
tax legislation. In particular, SRL operates and is guided by
the Sierra Rutile Act and the Third Amendment Agreement in
relation to the applicability of taxes in Sierra Leone.

Sierra Leone tax legislation and custom regulations
continue to evolve. Legislation and regulations are

not always clearly written and are subject to varying
interpretations and inconsistent enforcement by the tax
authorities and other governmental bodies. Instances
of inconsistent interpretations are not unusual. The
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uncertainty of application of Sierra Leone transfer pricing legislation and the continued evolution of Sierra Leone'’s tax laws,
including those affecting cross-border transactions, create a risk of additional tax payments having to be made by SRL,
which could have a material effect on SRL's financial position and performance.

3.24.12 DIVIDEND POLICY

Given Sierra Rutile's focus on developing the Sembehun Project and the pre-production capital required to bring Sembehun
into production, Sierra Rutile will not have an active dividend policy immediately post Demerger.

Sierra Rutile's approach to dividends and dividend policy will be determined by the Sierra Rutile Board at its discretion and
may change over time with the strategic objective of maximising distributions and value for shareholders.

3.25 SIERRA RUTILE DIRECTORS' INTERESTS AND
REMUNERATION

3.25.1 SIERRA RUTILE EXECUTIVE ARRANGEMENTS
3.25.1.1 MANAGING DIRECTOR AND CHIEF EXECUTIVE OFFICER

Term

Description

Employer

Mr Theuns de Bruyn is currently employed by Sierra Rutile International South Africa (Pty)
Ltd as Chief Executive Officer of Sierra Rutile Limited.

From the Effective Date, Mr de Bruyn will be employed by Sierra Rutile International South
Africa (Pty) Ltd as Managing Director and Chief Executive Officer of Sierra Rutile.

Fixed remuneration
arrangements

Under the terms of his employment, Mr de Bruyn is entitled to annual fixed remuneration
(FR) of A$600,000, the equivalent of which will be paid to Mr de Bruyn in South African
Rand. Remuneration levels for Sierra Rutile’s key management personnel (KMP) have been
set following detailed market benchmarking of ASX listed companies of a similar size and
with similar attributes to Sierra Rutile.

Expatriate allowances

Mr de Bruyn resides in South Africa and works a rotational assignment of seven weeks in
Sierra Leone and three weeks in South Africa. Whilst working in Sierra Leone Mr de Bruyn
is entitled to expatriate allowances which equate to 28% of FR net of any taxes A$168,000.

Variable remuneration
arrangements - short term
incentive

Sierra Rutile will operate a separate Short Term Incentive (STI) as outlined in Section
3.25.6.1. The maximum annual opportunity for Mr de Bruyn under the STl plan is 100% of
FR (excluding any expatriate allowances), being A$600,000.

Variable remuneration
arrangements - long term
incentive

Mr de Bruyn will participate in the Long Term Incentive (LTI) plan outlined in Section
3.25.6.2 under which performance rights will be granted subject to performance and
vesting conditions. The maximum annual opportunity for Mr de Bruyn under the LTI plan is
100% of FR, being A$600,000. The first grant will be made in the 2023 financial year.

Mr de Bruyn is also entitled to participate in an initial equity grant, subject to performance
and vesting conditions as outlined in Section 3.25.6.3. This initial equity grant is intended
to bridge the gap until the first equity grant under the LTI plan is capable of vesting in
2026. The maximum opportunity for Mr de Bruyn under the initial equity grant is 300% of
FR being A$1,800,000, vesting over three tranches.
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Termination

Mr de Bruyn's employment may be terminated:

* by Sierra Rutile giving 6 months' written notice to Mr de Bruyn (with Sierra Rutile able
to provide payment in lieu of all or part of the notice period). Where Mr de Bruyn's
employment is terminated by Sierra Rutile (other than summary termination) or by
mutual agreement, Mr de Bruyn will be entitled to a payment equivalent to 6 months’
of his annual FR less any amount paid to him in lieu of his notice period;

* by Sierra Rutile without notice in circumstances including serious or wilful misconduct
and failure to perform or observe any lawful direction from Sierra Rutile or the Sierra
Rutile Board; or

* by Mr de Bruyn, upon giving 6 months' written notice.

On termination of employment Mr de Bruyn will be subject to a restraint of trade period
of up to 6 months. The enforceability of the restraint clause is subject to all usual legal
requirements.

Any payments made to Mr de Bruyn upon termination of his employment are subject to the
termination benefits cap under the Corporations Act.

Legacy lluka incentive
awards

Mr de Bruyn holds a number of incentive awards under existing lluka employee equity
incentive plans. Details regarding how those awards and entitlements will be dealt with on
implementation of the Demerger are set out in Section 3.25.6.4.

Summary of remuneration
arrangements

The following table summarises the maximum remuneration available to Mr de Bruyn for
the financial year ending 31 December 2023. Also displayed is remuneration receivable on
threshold performance.

Maximum Remuneration based on
remuneration threshold performance
(A$) (A$)

FR 600,000 600,000

Expatriate Allowances 168,000 168,000

STlaward 600,000 150,000

LTl award’ 600,000 300,000

Total 1,968,000 1,218,000

1. The LTl award will be granted in the 2023 financial year with vesting subject to performance and vesting
conditions in 2026.

Mr De Bruyn will participate in the initial equity grant with a maximum opportunity of
A$1,800,000 vesting over three tranches.
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Description

Employer

From the Effective Date, Mr Alciaturi will be employed by Sierra Rutile as Finance Director.

Fixed remuneration
arrangements

Under the terms of his employment with Sierra Rutile, Mr Alciaturi is entitled to annual FR
of A$400,000. Remuneration levels for Sierra Rutile KMP have been set following detailed
market benchmarking of ASX listed companies of a similar size and with similar attributes
to Sierra Rutile.

Variable remuneration
arrangements - short term
incentive

Sierra Rutile will operate a separate STl as outlined in Section 3.25.6.1. The maximum
annual opportunity for Mr Alciaturi under the STl plan is 100% of FR, being A$400,000.

Variable remuneration
arrangements

Mr Alciaturi will participate in the LTI plan outlined in Section 3.25.6.2 under which
performance rights will be granted subject to performance and vesting conditions. The
maximum annual opportunity for Mr Alciaturi under the LTI plan is 80% of FR, being
A$320,000. The first grant will be made in the 2023 financial year.

Mr Alciaturi is also entitled to participate in an initial equity grant, subject to performance
and vesting conditions as outlined in Section 3.25.6.3. This initial equity grant is intended
to bridge the gap until the first equity grant under the LTI offer plan is capable of vesting in
2026. The maximum opportunity for Mr Alciaturi under the initial equity grant is 240% of
FR being A$960,000, vesting over three tranches.

Termination

Mr Alciaturi's employment with Sierra Rutile may be terminated:

e by Sierra Rutile giving 3 months’ written notice to Mr Alciaturi (with Sierra Rutile able
to provide payment in lieu of all or part of the notice period). Where Mr Alciaturi's
employment is terminated by Sierra Rutile (other than summary termination) or by
mutual agreement, Mr Alciaturi will be entitled to a payment equivalent to 3 months' of
his annual FR less any amount paid to him in lieu of his notice period;

e by Sierra Rutile without notice in circumstances including serious or wilful misconduct
and failure to perform or observe any lawful direction from Sierra Rutile or the Sierra
Rutile Board; or

* by Mr Alciaturi upon giving 3 months' written notice.

On termination of employment Mr Alciaturi will be subject to a restraint of trade period
of up to 6 months. The enforceability of the restraint clause is subject to all usual legal
requirements.

Any payments made to Mr Alciaturi upon termination of his employment are subject to the
termination benefits cap under the Corporations Act.

Summary of remuneration
arrangements

The following table summarises the maximum remuneration available to Mr Alciaturi for
the financial year ending 31 December 2023. Also displayed is remuneration receivable on
threshold performance.

Maximum Remuneration based on
remuneration (A$) threshold performance (A$)
FR 400,000 400,000
STl award 400,000 100,000
LTI award 320,000 160,000
Total 1,120,000 660,000

1. The LTl award will be granted in the 2023 financial year with vesting subject to performance and vesting
conditions in 2026.

Mr Alciaturi will participate in the initial equity grant with a maximum opportunity of
A$960,000 vesting over three tranches.
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3.25.1.3 SIERRA RUTILE SENIOR MANAGEMENT

Senior management is employed under individual
employment agreements with Sierra Rutile or its
subsidiaries. These agreements establish an entitlement to
FR which is inclusive of superannuation (where relevant) or
base pay plus social security payments and in some cases
other benefits.

Senior management team members may be eligible to
participate in the STl plan, on terms as outlined in Section
3.25.6.1.

Certain members of the senior management team may
participate in the LTI plan and initial equity grant from
the Sierra Rutile listing on the terms outlined in Sections
3.25.6.2 and 3.25.6.3.

Payments made to senior management team members
upon termination of employment may be subject to the
terminations benefits cap under the Corporations Act.

3.25.1.4 SIERRA RUTILE SENIOR MANAGEMENT
REMUNERATION

Sierra Rutile has established the Sierra Rutile Equity Plan
(Plan) to assist in the motivation, retention and reward

of certain employees. The Plan is designed to align the
interests of employees with the interests of Sierra Rutile
Shareholders by providing an opportunity for employees to
receive an equity interest in Sierra Rutile.

The Plan provides flexibility for Sierra Rutile to offer rights,
options, units and/or restricted shares as incentives,
subject to the terms of individual offers and the satisfaction
of performance and/or service conditions determined by
the Sierra Rutile Board from time to time.

The Sierra Rutile Board is committed to reviewing the
remuneration mix for the senior management team to
ensure that it continues to be appropriate for Sierra Rutile
as a newly listed entity.

3.25.2 SIERRA RUTILE NON-EXECUTIVE
DIRECTOR ARRANGEMENTS

Under the Sierra Rutile Constitution, the Sierra Rutile

Board decides the total amount paid to each director as
remuneration for their services as a Sierra Rutile Director.
However, under the ASX Listing Rules, the total amount
paid to all Non-Executive Directors for their services must
not exceed in aggregate in any financial year the amount
fixed by Sierra Rutile in general meeting. This amount has
been fixed by Sierra Rutile at A$850,000 per annum. This
amount is intended to provide Sierra Rutile with flexibility
to continue to attract and retain Non-Executive Directors
of appropriate skill, expertise and calibre. It is not proposed
that the whole of the annual aggregate Non-Executive
Director fee amount will be used. Future increases in the
Non-Executive Director fee pool are subject to shareholder
approval.

Annual Non-Executive Directors’ fees, inclusive of
superannuation (where applicable) and committee fees,
currently agreed to be paid by Sierra Rutile are A$150,000
to the Chair and A$100,000 to each other Non-Executive
Director. No separate fees will be paid for service on Board
committees.

Greg Martin commenced his role as Chair-elect of Sierra
Rutile on 14 April 2022 and since that date has assisted
Sierra Rutile in its preparations for the Demerger and will be
remunerated from that date at an amount of A$150,000 per
annum. Graham Davidson and Joanne Palmer commenced
as Non-Executive Directors elect from 1 May 2022 and will
be remunerated from that date at an amount of $100,000
per annum.

3.25.3 OTHERINFORMATION

Sierra Rutile Non-Executive Directors may be reimbursed
for travel and other expenses incurred in attending to Sierra
Rutile's affairs. Non-Executive Directors may be paid such
additional remuneration as the Sierra Rutile Board decides
is appropriate where a Sierra Rutile Non-Executive Director
performs extra services, makes any special exertions for
the benefit of Sierra Rutile or otherwise performs services
which in the opinion of the Sierra Rutile Board are outside
the scope of duties of a Non-Executive Director.

There are no retirement benefits paid to Sierra Rutile Non-
Executive Directors, other than the statutory entitlements.

3.25.4 SIERRA RUTILE DIRECTORS' DEEDS OF
INDEMNITY, INSURANCE AND ACCESS

Sierra Rutile will enter into deeds of indemnity, insurance
and access with each of the Sierra Rutile Directors.

In summary, each deed will provide the Sierra Rutile
Directors right of access to Sierra Rutile Board papers and
requires Sierra Rutile to indemnify the Sierra Rutile Director,
on a full indemnity basis and to the full extent permitted by
law, against all losses or liabilities (including all reasonable
legal costs) incurred by the Sierra Rutile Director as an
officer of Sierra Rutile or of a related body corporate on the
terms set out in the deed.

Under the deeds of indemnity, insurance and access, Sierra
Rutile must maintain a directors and officers insurance
policy insuring a Sierra Rutile Director (among others)
against liability as a director and officer of Sierra Rutile and
its related bodies corporate from the appointment date until
the later of seven years after a Sierra Rutile Director ceases
to hold office as a director of Sierra Rutile or a director of a
related body corporate or the date any relevant proceedings
commenced (and notified by the director to Sierra Rutile)
during the seven-year period have been finally resolved.
The Board of Sierra Rutile has declined to obtain ‘side C’
insurance cover, which would provide coverage in respect
of securities class action claims, given the significant cost
of this coverage and the Sierra Rutile Board's preference to
minimise the company's cost.
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3.25.5 SIERRA RUTILE DIRECTORS' INTERESTS IN SIERRA RUTILE SHARES
The Sierra Rutile Directors are not required by the Sierra Rutile Constitution to hold any Sierra Rutile Shares.

3.25.6 INCENTIVE PLANS
3.25.6.1 SHORT TERM INCENTIVE

The Sierra Rutile Board intends to implement an annual short term incentive plan. The Sierra Rutile Board will set an annual
performance scorecard to focus Executives and Senior Managers on financial and strategic imperatives they can influence
and which are critical to Sierra Rutile’s long-term sustainability. Objectives will be set covering:

* financial performance;
e production;
*  sustainability focusing on protecting people, the environment and communities; and

e individual strategic measures.

In setting objectives, the Sierra Rutile Board will aim to ensure that targets are quantifiable and drive the right commercial
and strategic outcomes for Sierra Rutile. The Sierra Rutile Board will review the performance of Sierra Rutile against the
specific objectives at the end of the performance period and determine the outcome.

The target STl opportunity is set at 50% of FR for Mr de Bruyn being A$300,000 and 50% of FR for Mr Alciaturi being
A$200,000.

The actual STI payment, which will be a cash payment, will be made after the completion of the performance period. A
formal deferral policy is not considered appropriate at this time for KMP, given that a significant portion of the Managing
Director and CEQ's and the Finance Directors total remuneration opportunity is in the form of long term equity linked
awards.

For 2022 the STI will operate from the date of listing to 31 December 2022. Performance will be assessed against scorecard
targets and individual strategic measures over the period and outcomes will be paid in 2023 on a pro rata basis. The
performance period for 2023 will commence on 1 January 2023 and end on 31 December 2023.

3.25.6.2 LONG TERM INCENTIVE PLAN

Sierra Rutile intends to make a long term incentive grant of performance rights under the Plan with a total face value of
A$600,000 to Mr de Bruyn and with a total face value of A$320,000 to Mr Alciaturi (LTI Offer).

The key terms of the initial LTI Offer under the Plan are set out in the below table.

Eligibility Offers may be made at the Sierra Rutile Board's discretion to certain employees of Sierra
Rutile or any other person that the Sierra Rutile Board determines to be eligible to receive a
grant under the Plan.

The LTI Offer is being made to the Sierra Rutile Managing Director and Finance Director.

Offers under the Plan Under the Plan, the Sierra Rutile Board may make an equity incentive grant offer at its
discretion, subject to any requirements for shareholder approval. The Sierra Rutile Board has
the discretion to set the terms and conditions on which it will offer an equity incentive grant
in an individual offer document. An offer must be accepted by the participant and can be
made on an opt-in or opt-out basis.

The LTI Offer will be made during 2023 and will be made on an opt-out basis.

Grant of securities The LTI Offer is a grant of performance rights, each being a conditional right to acquire one
fully paid ordinary share in Sierra Rutile (or at the Sierra Rutile Board's discretion, a cash
equivalent payment), subject to meeting specified performance and vesting conditions. No
consideration is payable upon grant or vesting of the performance rights under the LTI Offer.

Quantum Mr de Bruyn A$600,000 Mr Alciaturi A$320,000

The final number of performance rights awarded to each participant will be calculated by
dividing the face value of their opportunity by the five-day volume-weighted average price
(VWAP) of Sierra Rutile Shares commencing on a date to be set by the Sierra Rutile Board.
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Performance conditions
and vesting schedule

The performance rights will be subject to a performance period commencing on
1 January 2023 and ending on 31 December 2025.

The performance rights will be subject to Sierra Rutile relative total shareholder return
(RTSR) performance compared to a peer group of other companies as determined by the
Sierra Rutile Board (Comparator Group). The Comparator Group will include ASX listed
companies from the metals and mining sector. The Sierra Rutile Board will determine the
Comparator Group taking into account market capitalisation (as a guide the Sierra Rutile
Board will consider companies within a range from 50% to 200% of Sierra Rutile’s market
capitalisation) and other characteristics in terms of complexity, stage of development and
risk profile that are considered comparable with Sierra Rutile.

Sierra Rutile RTSR performance will be measured over a three-year period commencing on
1 January 2023. Vesting will be determined based on Sierra Rutile's performance compared
to the Comparator Group with the following vesting schedule:

Performance level to be achieved Percentage vesting
Below 50th percentile 0%

50th percentile 50%

Between 50th and 75th percentile Sliding scale vesting
75th percentile 100%

Voting and dividend
entitlements

No dividends will be paid on performance rights.

Shares allocated to participants on vesting of awards carry the same voting rights as other
Sierra Rutile Shares.

Disposal restrictions

Any dealing (transfer, sale, disposal or hedging) of a performance right is prohibited.
Following vesting of performance rights, no disposal restrictions will apply to the resulting
Sierra Rutile Shares (except for Sierra Rutile's Securities Dealing Policy).

Cessation of employment

Unless the Sierra Rutile Board determines otherwise, where a participant resigns (other than
by mutual agreement) or is terminated for cause, their unvested performance rights will
lapse.

If a participant ceases employment for other reasons (including by mutual agreement)
unless the Sierra Rutile Board determines otherwise, their unvested performance rights
will generally remain on foot subject to the original terms of the grant and be performance
tested in the ordinary course.

Change of control

The Sierra Rutile Board has discretion to determine the level of vesting (if any) on a change
of control, having regard to shareholder outcomes realised, performance to date against any
of the applicable performance conditions, the portion of the performance period elapsed
and any other factors it considers appropriate.

Clawback and preventing
inappropriate benefits

Under the Plan and the LTI Offer, the Sierra Rutile Board will be able to lapse or clawback
incentives (including incentives that have vested) in certain circumstances, including:

* where the participant acts fraudulently or dishonestly; or

* if there is a material misstatement or omission in the accounts of the Sierra Rutile Group
company.
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3.25.6.3 INITIAL EQUITY GRANT

Shortly after the Listing, Sierra Rutile intends to make an initial equity grant of performance rights under the Plan with a
total face value of A$1,800,000 to Mr de Bruyn and with a total face value of A$960,000 to Mr Alciaturi (Equity Offer). The
Equity Offer is a transitional grant intended to bridge the gap until the LTI Offer is capable of vesting in 2026. The award
also recognises the value that Mr de Bruyn and Mr Alciaturi will bring to delivering Sierra Rutile growth through the targeted
extension of Area 1 mining life and the progression of the Sembehun development opportunity.

The key terms of the Equity Offer are set out in the below table.

Eligibility The Equity Offer is being made to the Sierra Rutile Managing Director and Chief Executive
Officer and Finance Director.

Equity Offer The Equity Offer will be made shortly after the Listing (and no later than 12 months from the
Listing) and will be made on an opt-out basis.

Grant of securities The Equity Offer is a grant of performance rights, each being a conditional right to acquire
one fully paid ordinary share in Sierra Rutile (or at the Sierra Rutile Board's discretion, a cash
equivalent payment). Subject to meeting specified performance and vesting conditions. No
consideration is payable upon grant or vesting of the performance rights under the Equity Offer.

Quantum of grants Mr de Bruyn A$1,800,000 Mr Alciaturi A$960,000

The final number of performance rights awarded to each participant will be calculated by
dividing the face value of their opportunity by the five-day VWAP of Sierra Rutile Shares
immediately following Listing.

Performance conditions The performance rights will be awarded in three tranches, with specific performance
and vesting schedule objectives set for each tranche.

Tranche 1 (25% of the total award): Vesting to occur upon Sierra Rutile Board approval
and market disclosure of a final investment decision for the two phased development of
Sembehun.

Tranche 2 (25% of the total award): Vesting subject to completion, by the end of Q3 2024,
of a plan for ongoing operations at Area 1 through to 2027 underpinned by JORC compliant
Ore Reserves signed by a competent person.

Tranche 3 (50% of the total award): Vesting will occur upon successful commissioning of
Sembehun Phase 1 (as defined in the final investment decision).

Additional terms The Equity Offer will be subject to the same restrictions on dealing, treatment on cessation
of employment, treatment on change of control of Sierra Rutile and clawback provisions as
the LTI Offer outlined above.

Performance rights and Sierra Rutile Shares allocated to participants under the Equity Offer
will also carry the same voting, dividend entitlements as the LTI Offer outlined above.

Any unvested performance rights will lapse after five years from the date of the award grant.

3.25.6.4 ILUKA LEGACY AWARD REPLACEMENT AWARDS FOR THE MANAGING DIRECTOR AND CHIEF EXECUTIVE
OFFICER

As outlined in Section 3.25.1.1 above, the Sierra Rutile Managing Director and Chief Executive Officer is eligible to receive a
number of 'replacement’ awards in the form of Sierra Rutile restricted rights or performance rights (Replacement Awards).
The Replacement Awards are being granted to Mr de Bruyn to replace lluka awards or entitlements held by Mr de Bruyn prior
to the Demerger.
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The Replacement Awards are as follows:

e Sierra Rutile restricted rights and performance rights
to be awarded shortly after listing as replacements for
lluka restricted rights and performance rights awarded
to Mr de Bruyn which are being lapsed:

e lluka 2020 equity incentive plan: 4,967 restricted
rights vesting in 2024 and 2025;

* lluka 2020 equity incentive plan: 5,587
performance rights vesting in 2025;

* lluka 2021 equity incentive plan: 15,047 restricted
rights vesting in 2024, 2025 and 2026;

e lluka 2021 equity incentive plan: 20,604
performance rights vesting in 2026.

e lluka 2022 equity incentive plan (pro rata for the period
1 January 2022 to 4 August 2022: an incentive award
with a target face value of A$294,256 (maximum
value of A$441,385) as a pro rata award in respect of
the 2022 year. The actual award outcome is typically
subject to lluka and Mr de Bruyn's achievement against
relevant scorecard measures for lluka's 2022 financial
year. The outcome and the format of any award will be
determined by the lluka Board in February 2023, with
the award, to be funded by lluka, as a cash payment.

The Replacement Awards will be awarded to Mr de Bruyn
under the Plan on the following terms:

e The number of Sierra Rutile restricted rights
and performance rights for the 2020 and 2021
Replacement Awards will be determined by the
following calculation:

e Number of lluka performance rights held before
Demerger x (Sierra Rutile five-day VWAP + lluka
five-day VWAP/Sierra Rutile five-day VWAP

*  The Replacement Awards for restricted rights will
be granted on substantially the same terms and
conditions as would have applied with respect to the
original award of (lluka) restricted rights.

*  For Replacement Awards being provided as Sierra
Rutile performance rights, the performance rights
will be subject to performance conditions (described
below) and a service condition based on continued
employment with Sierra Rutile. The Replacement
Awards will otherwise be granted on substantially the
same terms and conditions as would have applied
with respect to the original award of (lluka)
performance rights.

Replacement Performance
Award conditions
lluka 2020 equity  The performance rights comprising

incentive plan each Replacement Award will vest
based on Sierra Rutile's RTSR
performance compared to the
Comparator Group over the period
from Listing to the 31 December
2024 and 31 December 2025
respectively (applying the same
vesting schedule applicable for the
LTI Offer — see Section 3.25.6.2).

lluka 2021 equity
incentive plan

3.25.6.5 ILUKA LEGACY AWARD REPLACEMENT
AWARDS FOR OTHER EMPLOYEES

There are eight Sierra Rutile group employees who are
eligible to receive a number of Replacement Awards.

The Replacement Awards are being granted to these
employees to replace lluka awards or entitlements held by
them prior to the Demerger.

The Replacement Awards are as follows:

e Sierra Rutile restricted rights and performance rights
to be awarded shortly after listing as replacements for
lluka restricted shares, restricted rights, performance
rights and cash units awarded to the employees which
are being lapsed:

* lluka 2020 executive incentive plan: 2,961
performance rights vesting in 2025, 2,960
restricted rights vesting in 2024 and 2025;

* lluka 2021 executive incentive plan: 8,213
performance rights vesting in 2026, 6,159
restricted rights vesting in 2024, 2025 and 2026;
and

* lluka 2021 short term incentive plan: 2,110
restricted shares vesting in 2024, and 16,152 cash
units vesting in 2024.

*  The Replacement Awards will be awarded to the
relevant employees under the Plan on the same terms
as for Mr de Bruyn as set out in Section 3.25.6.4.

3.26 SIERRA RUTILE
CORPORATE
GOVERNANCE

3.26.1 OVERVIEW

This Section 3.26 explains how the Sierra Rutile Board will
oversee the management of the Sierra Rutile business. The
Sierra Rutile Board is responsible for the overall corporate
governance of Sierra Rutile. Details of Sierra Rutile's key
policies and practices and the charters for the Sierra Rutile
Board and each of its committees are available at www.
sierra-rutile.com.
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The Sierra Rutile Board will monitor the financial position
and corporate performance of Sierra Rutile and oversee

its business strategy. The Sierra Rutile Board is committed
to protecting and optimising performance and building
sustainable value for Sierra Rutile Shareholders, as well as
promoting a good corporate culture within the organisation.
In conducting the Sierra Rutile business with these
objectives, the Sierra Rutile Board will seek to ensure that
Sierra Rutile is properly managed to protect and enhance
Sierra Rutile Shareholder interests and that Sierra Rutile
and Sierra Rutile Directors, officers and team members
operate in an environment of strong corporate governance.

Accordingly, the Sierra Rutile Board has created a
framework for managing Sierra Rutile, including adopting
relevant internal controls, risk management processes

and corporate governance policies and practices that it
believes are appropriate for the Sierra Rutile business and
that are designed to promote the responsible management
and conduct of Sierra Rutile.

The main policies and practices adopted by Sierra Rutile,
which will take effect from the Listing, are summarised
below. In addition, many governance elements are
contained in the Sierra Rutile Constitution, which is
summarised in Section 9.2.

3.26.2 ASX CORPORATE GOVERNANCE
COUNCIL'S CORPORATE GOVERNANCE
PRINCIPLES AND RECOMMENDATIONS

Sierra Rutile is seeking a listing on the ASX. The ASX
Corporate Governance Council has developed and
released its ASX Corporate Governance Principles and
Recommendations 4th Edition (ASX Recommendations)
for Australian-listed entities in order to promote investor
confidence and to assist companies in meeting stakeholder
expectations.

The ASX Recommendations are not mandatory, but rather
guidelines designed to produce an outcome that is of high
quality and integrity. Under the ASX Listing Rules, Sierra
Rutile will be required to provide a statement in its annual
report, or the URL of the page on its website where such

a statement is located, disclosing the extent to which it

has followed the ASX Recommendations during each
reporting period. Where Sierra Rutile does not follow a
recommendation, it must identify the recommendation that
has not been followed and give reasons for not following

it. Sierra Rutile intends to comply with all of the ASX
Recommendations from the time of the Sierra Rutile Listing.

3.26.3 SIERRA RUTILE BOARD OF DIRECTORS

The Sierra Rutile Board will be comprised of 5 directors,
including an independent, non-executive chair, the

managing director and chief executive officer, a finance
director, and two independent non-executive directors.
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Detailed biographies of the Sierra Rutile Board members on
Sierra Rutile Listing are provided in Section 3.23.1.

The Sierra Rutile Board has adopted a definition of
independence that is based on the ASX Recommendations.
The Sierra Rutile Board considers a Sierra Rutile Director
to be independent where they are free of any interest,
position or relationship that might influence, or might
reasonably be perceived to influence, in a material respect,
their capacity to bring an independent judgement to bear
on issues before the Sierra Rutile Board and to act in the
best interests of Sierra Rutile as a whole rather than in

the interests of an individual Sierra Rutile Shareholder or
other party. The Sierra Rutile Board will regularly assess
the independence of each Sierra Rutile Director in light of
information disclosed to the Sierra Rutile Board.

The Sierra Rutile Board considers that three are
Independent Non-Executive Directors.

3.26.4 SIERRA RUTILE BOARD CHARTER

The Sierra Rutile Board has adopted a written charter to
provide a framework for the effective operation of the
Sierra Rutile Board, which sets out the:

e Sierra Rutile Board's composition;

e Sierra Rutile Board's role and the responsibilities and
processes of the Sierra Rutile Board;

* relationship and interaction between the Sierra Rutile
Board and management; and

e authority delegated by the Sierra Rutile Board to
management and to Sierra Rutile Board committees.

The Sierra Rutile Board's role includes to:

* represent and serve the interests of shareholders
by overseeing Sierra Rutile's strategies, policies and
performance;

*  set, review and monitor compliance with Sierra Rutile's
culture, values and governance framework; and

e keep shareholders informed of Sierra Rutile's
performance and major developments affecting its
state of affairs.

The management function is the responsibility of the Sierra
Rutile Managing Director and Chief Executive Officer,
supported by his direct reports. Management must supply
the Sierra Rutile Board with information in a form, timeframe
and quality that will enable the Sierra Rutile Board to
discharge its duties effectively.

Each Sierra Rutile Director, with the written consent of
the Chair, may seek independent professional advice at
Sierra Rutile's expense on any matter connected with the
discharge of their responsibilities.
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3.26.5 SIERRA RUTILE BOARD COMMITTEES

The Sierra Rutile Board may from time to time establish
and delegate powers to committees, in accordance with
the Sierra Rutile Constitution, to assist in the discharge of
its responsibilities. The Sierra Rutile Board has established
an Audit and Risk Committee, a Sustainability and Social
Accountability Committee and a People and Nominations
Committee. Other committees may be established by the
Sierra Rutile Board as and when required. The standing
Board committees will each meet at least twice per year.

3.26.5.1 AUDIT AND RISK COMMITTEE

Under its charter, this committee must consist of

a minimum of three members, only Non-Executive
Directors (a majority of whom must be independent) and
an independent Non-Executive Director as Chair who is
not Chair of the Sierra Rutile Board. The Audit and Risk
Committee will initially comprise:

¢ Joanne Palmer (Chair);
e Greg Martin; and
e Graham Davidson.

The role of the Audit and Risk Committee is to assist the
Sierra Rutile Board to oversee, amongst other things, the
following matters:

e financial and other periodic reporting;

* the external audit function and internal audit function
(where it exists) and the relationship with the auditors;

e theimplementation of Sierra Rutile's risk management
framework and the processes for identifying and
managing financial and non-financial risk;

e internal controls and systems; and

e processes for monitoring compliance with applicable
legal and regulatory requirements (including those

relating to the reporting of mining activities) and
internal codes of conduct.

3.26.5.2 PEOPLE AND NOMINATIONS COMMITTEE

Under its charter, this committee must consist of a
minimum of three members of only Non-Executive
Directors (a majority of whom must be independent) and an
independent Non-Executive Director as Chair.

The People and Nominations Committee will comprise:

e Greg Martin (Chair);
e Graham Davidson; and
e Joanne Palmer.

The role of the People and Nominations Committee is to
assist the Sierra Rutile Board by:

e overseeing Sierra Rutile's overall remuneration
strategy and its application to the directors, senior
executives and employees as a whole;

e overseeing Sierra Rutile's diversity strategy, policy and
practices;

*  overseeing succession planning for the Managing
Director and Chief Executive Offer and other senior
executives;

e establishing and reviewing its capability and
performance to ensure effective decision making and
oversight, including in relation to its composition: and

*  advising on the most suitable governance practices
and processes to enable Sierra Rutile to operate to a
high standard, and in an efficient way.

3.26.5.3 SUSTAINABILITY AND SOCIAL
ACCOUNTABILITY COMMITTEE

Under its charter, this committee must consist of a
minimum of three members of only Sierra Rutile Directors
(@ majority of whom must be independent) and an
independent Sierra Rutile Director as Chair.

The Sustainability and Social Accountability Committee will
comprise:

*  Graham Davidson (Chair);
e Greg Martin;

*  Theuns De Bruyn;

*  Martin Alciaturi; and

e Joanne Palmer.

The role of the Sustainability and Social Accountability
Committee is to assist the Sierra Rutile Board by
overseeing and advising on:

* safety;

e occupational health;

e social performance;

e environment (including climate);
e sustainability; and

* humanrights and security of communities, employees
and operations.

3.26.6 CORPORATE GOVERNANCE POLICIES
AND STANDARDS

The Sierra Rutile Board has adopted the following
corporate governance policies, each having been prepared
having regard to the ASX Recommendations and which will
be available at www.sierra-rutile.com.

3.26.6.1 MARKET DISCLOSURE AND

COMMUNICATIONS POLICY

Once listed, Sierra Rutile will be required to comply with
the continuous disclosure requirements of the ASX Listing
Rules and the Corporations Act. Sierra Rutile is aware

of its obligation to keep the market fully informed of any
information Sierra Rutile becomes aware of concerning it,
which may have a material effect on the price or value of
Sierra Rutile securities, subject to certain exceptions.
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Sierra Rutile has adopted a Market Disclosure and
Communications Policy to take effect from the Sierra Rutile
Listing that establishes procedures aimed at ensuring that
Sierra Rutile fulfils its obligations in relation to the timely
disclosure of material price-sensitive information.

Sierra Rutile is committed to ensuring that:

* allinvestors have equal and timely access to material
information about Sierra Rutile in accordance with its
obligations; and

* its market disclosures are accurate, balanced and
expressed in a clear and objective manner that allows
investors to assess the impact of the information when
making investment decisions.

Additionally, Sierra Rutile recognises that potential
investors and other interested stakeholders may wish to
obtain information about the Sierra Rutile Group from time
to time. To achieve this, Sierra Rutile will communicate
information regularly to Sierra Rutile Shareholders

and other stakeholders through a range of forums and
publications, including Sierra Rutile's website, at the annual
general meeting, and through Sierra Rutile’'s annual report
and ASX announcements.

3.26.6.2 SECURITIES DEALING POLICY

Sierra Rutile has adopted a Securities Dealing Policy that is
intended to:

e ensure public confidence is maintained in the
reputation of the Sierra Rutile Group, its directors and
employees and in the trading of its securities;

e explain Sierra Rutile's policy and procedures for the
buying and selling of securities to assist the Sierra
Rutile Group directors and employees; and

* recognise that some types of dealing in securities are
prohibited by law.

The policy provides that Sierra Rutile Directors and Sierra
Rutile Group employees must not:

e dealin Sierra Rutile securities on a short term trading
basis or when they are aware of ‘inside’ information; or

* hedge unvested equity remuneration or vested equity
subject to holding locks.

The policy further provides that Sierra Rutile Directors,
certain restricted team members and their connected
persons must not deal in Sierra Rutile's securities
during trading blackout periods (except in exceptional
circumstances, where prior approval is provided).

Outside of the blackout periods, these restricted persons
must receive prior approval for any proposed dealing in
Sierra Rutile securities (including any proposed dealing
by one of their connected persons), and in all instances,
buying or selling securities is not permitted at any time by
any person who possesses ‘inside’ information.

Overview of Sierra Rutile //

3.26.6.3 OTHER

Sierra Rutile's Market Disclosure and Communications
Policy and Securities Dealing Policy are complemented
by other corporate governance policies and standards
including Codes of Conduct, an Anti-Bribery and
Corruption Policy and a Whistleblower Policy. The
Anti-Bribery and Corruption Policy sets out policies

and procedures for Sierra Rutile employees to follow in
managing bribery and corruption risks. The Whistleblower
Policy provides a process for Sierra Rutile employees,
suppliers and their family members to report breaches
of the Codes of Conduct or Anti-Bribery and Corruption
Policy, as well as other types of potential misconduct.

In addition, Sierra Rutile intends to comply with applicable
modern slavery laws.

3.27 RISK FACTORS
ASSOCIATED WITH AN
INVESTMENT IN SIERRA
RUTILE SHARES

3.271 OVERVIEW

This Section outlines a number of risks that may affect
Sierra Rutile following the Demerger.

The risks set out in this Section may adversely affect the
future operating or financial performance or prospects of
Sierra Rutile, and the investment returns or value of Sierra
Rutile Shares. Some of these risks may be mitigated by
appropriate controls, systems and other actions, but others
will be outside the control of Sierra Rutile.

Many of these are risks to which lluka Shareholders

are currently exposed, but may be more significant

or concentrated for Sierra Rutile and Sierra Rutile
Shareholders, while others arise as a result of Sierra Rutile
becoming a standalone ASX-listed entity independent from
lluka following the Demerger.

This Section should be read in conjunction with Section

1 which sets out the advantages and disadvantages and
risks of the Demerger, and Section 4.8 which sets out the
risk factors associated with an investment in lluka (post
Demerger).

Further, the risks set out in this Section are not exhaustive
of all the risks to which Sierra Rutile could be exposed.

3.27.2
3.27.2.1

SIERRA RUTILE SPECIFIC RISKS
RISK THAT THE PROPOSED DEVELOPMENT

OF SEMBEHUN MAY NOT PROCEED AS
CONTEMPLATED IN THE PFS OR AT ALL

Whilst the results of the Sembehun PFS are positive and
Sierra Rutile plans to commence a DFS by Q3 of 2022
and has already commenced the critical activities that
are either required as inputs to the DFS or are important
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milestones for the overall execution of the DFS (see the
discussion of the Pre-DFS Work Plan in Section 3.12.4),
there is no guarantee that Sierra Rutile will proceed to
develop Sembehun or that development (if it proceeds) will
be successful.

A positive final investment decision in relation to Sembehun
will be dependent on the results of the DFS.

The development of Sembehun contemplated in the PFS is
based on certain assumptions with respect to the method
and timing of operations. By their nature, these estimates
and assumptions are subject to significant uncertainties
and the timeframe for and actual costs of developing
Sembehun may materially differ from the estimates and
assumptions. Accordingly, no assurance can be given
that the indicative timeline for development and the cost
estimates and the underlying assumptions will be realised
in practice, which may materially adversely affect the
development of Sembehun and, in turn, Sierra Rutile's
viability. Refer to the key risks identified in the Sembehun
PFS which are summarised in Section 3.12.21.

The development of Sembehun will also be dependent on
Sierra Rutile's ability to obtain finance for the development
of Sembehun on acceptable terms. It is intended that

the development of Sembehun will be integrated with

the remaining operations at Area 1 in order to optimise
Sembehun pre-production capital expenditure and
maximise Sierra Rutile's ability to utilise cash flows
generated from Area 1 to assist in funding the development
of Sembehun. The extent to which it will be possible to
integrate the remaining operations at Area 1 with the
development of Sembehun will in part depend on Sierra
Rutile's ability to convert its Mineral Resources at Area 1

to Ore Reserves. If there is a gap between the completion
of Area 1 operations ahead of Sembehun commissioning
this will result in Sierra Rutile carrying additional costs
through the production gap, increase the external financing
requirement for the development of Sembehun and may
adversely affect Sierra Rutile’s financial performance and
impede the development of Sembehun. Refer to Section
3.27.2.2 and Section 3.27.2.17 respectively for further
discussion of the risks associated with Sierra Rutile's future
capital requirements and with the conversion of Mineral
Resources to Ore Reserves.

If the development of Sembehun does not proceed, or is
not successful, Sierra Rutile's activities will be limited to the
remaining mine life at Area 1 and the prospects and future
viability of Sierra Rutile will be materially adversely affected.

3.27.2.2 FUTURE CAPITAL REQUIREMENTS

Sierra Rutile is likely to require further financing in the
future, in particular for the development of Sembehun.
Any equity financing may be dilutive to Sierra Rutile
Shareholders and any debt financing, if available, may
involve restrictive covenants which limit Sierra Rutile's
operations and business strategy.

There cannot be any assurance that appropriate capital
or funding, if and when needed (including to fund the
development of Sembehun) will be available on terms
favourable to Sierra Rutile or at all. If Sierra Rutile is unable
to obtain additional financing as needed, it may resultin a
material adverse effect on Sierra Rutile's activities and its
ability to continue as a going concern.

3.27.2.3 OPERATIONAL RISK

Sierra Rutile's operations are, and will continue to be,
subject to numerous risks, many of which are beyond
Sierra Rutile's control. Sierra Rutile's operations may be
curtailed, delayed or cancelled as a result of factors such
as: adverse weather conditions; fire; flood; mechanical
difficulties; shortages in or increases in the costs of labour,
consumables, spare parts, plant and equipment; external
services failure (including energy and water supply);
industrial disputes and action; difficulties in commissioning,
ramp up and operating plant and equipment; IT system
failures, mechanical failure or plant breakdown; and non-
compliance with governmental requirements.

Hazards incidental to the exploration and development

of mineral properties such as unusual or unexpected
geological formations, difficulties and/or delays associated
with groundwater and dewatering may be encountered by
Sierra Rutile.

Industrial and environmental accidents such as the
collapse of a tailings storage facility could lead to
substantial claims against Sierra Rutile for injury or
loss of life, damage or destruction to property, as well
as regulatory investigations, clean up responsibilities,
penalties and the suspension of operations.

Sierra Rutile will endeavour to take appropriate action

to mitigate these operational risks (including by seeking
to ensure legislative compliance, properly documenting
arrangements with counterparties, and adopting industry
appropriate policies and procedures) or to insure against
them, but the occurrence of any one or a combination of
these events may have a material adverse effect on Sierra
Rutile's performance and the value of its assets.

3.27.2.4 SOVEREIGN AND POLITICAL RISK

The Mining Lease is located in Sierra Leone and Sierra
Rutile will be subject to the various political, economic,
labour and other risks and uncertainties associated

with operating in that country. There are risks attached

to exploration and mining operations in a developing
country like Sierra Leone which are not necessarily
presentin a developed country like Australia. These

risks and uncertainties include, but are not limited to,
economic, social, labour or political instability or change,
hyperinflation, currency non-convertibility or instability
and changes of law affecting government participation,
taxation, working conditions, rates of exchange, exchange
control, exploration licensing, export and import duties,
environmental protection, mine safety and labour relations
(including collective bargaining arrangements), bribery
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and corruption, as well as government control over mineral
properties or government regulations that require the
employment of local staff or contractors or require other
benefits to be provided to local residents. Sierra Rutile may
also be hindered or prevented from enforcing its rights with
respect to a governmental instrumentality because of the
doctrine of sovereign immunity.

Any future material adverse changes in government
policies or legislation in Sierra Leone that affect taxation,
foreign ownership, Government of Sierra Leone ownership
of or equity participation in mining projects, mineral
exploration, development or mining activities, may affect
the viability and profitability of Sierra Rutile. Operations
may be affected in varying degrees by government
regulations with respect to, but not limited to, restrictions
on exploration, development, mining, price controls,
export controls, currency remittance, income taxes,
foreign investment, maintenance of claims, environmental
legislation, land use, land claims of primary host
communities and local people, water use, local economic
empowerment or similar policies, employment (including
collective bargaining disputes), contractor selection and
mine safety. Failure to comply strictly with applicable laws,
regulations and local practices relating to mineral right
applications and tenure, could result in loss, reduction

or expropriation of entitlements. The occurrence of

these various factors adds uncertainties that cannot be
accurately predicted and could have an adverse effect on
Sierra Rutile's operations and/or profitability.

The legal system operating in Sierra Leone is less
developed than in more established countries, which may
result in risk such as: difficulties in obtaining effective

legal redress in the courts whether in respect of a

breach of law or regulation, or in an ownership dispute, a
higher degree of discretion on the part of governmental
agencies, including revenue authorities and environmental
protection agencies, the lack of political or administrative
guidance on implementing applicable rules and regulations
including, in particular, as regards local taxation and
property rights, risks associated with the interpretation

or application of laws and inconsistencies or conflicts
between and within various laws, the effect of statutory
endorsement processes affecting its rights and obligations
under the Sierra Rutile Agreement and amendments to
that agreement, the Sierra Rutile Act and laws of general
application, the creation of new laws which are inconsistent
with old laws or impose more onerous obligations,
regulations, decrees, orders and resolutions, or relative
inexperience of the judiciary and courts in such matters.

The commitment by local business people, government
officials and agencies and the judicial system to abide
by legal requirements and negotiated agreements may
be more uncertain, creating particular concerns with
respect to licences and agreements for business. These
may be susceptible to revision or cancellation and legal
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redress may be uncertain or delayed. There can be no
assurance that licences, licence applications or other
legal arrangements will not be adversely affected by the
actions of the government authorities or others and the
effectiveness and enforcement of such arrangements
cannot be assured.

3.27.2.5 NO GEOGRAPHIC DIVERSIFICATION OF
ASSETS

Sierra Rutile's assets are located in Sierra Leone, the
sovereign and political risks of which are discussed in
Section 3.27.2.4 above. Any circumstance or event which
negatively affects Sierra Leone could materially affect the
financial performance of Sierra Rutile more significantly
than if it had a geographically diversified asset base.

3.27.2.6 APPROVALS, PERMITS, LICENCES AND
CONSENTS

Sierra Rutile currently holds all material authorisations
required to undertake its current mining activities in respect
of Area 1. However, certain of Sierra Rutile's authorisations
require renewal on a regular basis (such as the EIA, which
requires annual renewal) and Sierra Rutile is subject to the
need for ongoing or new government approvals, licences
and permits as the scope of its operations change. The
granting and renewal of such approvals, licences and
permits are, as a practical matter, subject to the discretion
of applicable government agencies or officials.

If Sierra Rutile pursues development of the Sembehun
deposit, it will, among other things, require various
approvals, permits and licences before it will be able to
develop and mine the deposit, and need to satisfy certain
environmental approval processes. There is no guarantee
that Sierra Rutile will be able to obtain, or obtain in a timely
manner, all required approvals, licences or permits or
satisfy all environmental approval processes. To the extent
that required authorisations are not obtained or are delayed
or are cancelled or forfeited after being obtained, Sierra
Rutile's operations may be materially adversely impacted.

3.27.2.7 COMMUNITY AND SOCIAL RISKS

Sierra Rutile's ability to operate and expand its mining
activities on the Mining Lease will depend in part on its
ability to maintain good relations with the local community.
Although Sierra Rutile believes that the local communities
generally welcome its mining activities and perceive that
they will bring benefits to them, no assurance can be given
that any negotiation with local communities about the
benefits they will derive from mining activities on the Mining
Lease, covering employment and local business, will be
successful. Any failure to adequately manage community
and social expectations may lead to local dissatisfaction
with Sierra Rutile's activities, which in turn may lead to
unrest and disruptions of current operations and future
proposed operations.

Sierra Rutile expects that the development of Sembehun
will create significant social and economic benefits for local
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communities, including employment opportunities, but
acknowledges that some local residents may be directly or
indirectly affected by the development of Sembehun and
associated operations. Community programs and social
impact studies will be conducted at the earliest opportunity
to understand community issues and, where possible,
address concerns.

As discussed in Section 3.12.20, tThe development of
Sembehun willmay impact on some local villages and as a
housing which may result in Sierra Rutile will being required
to negotiate a resettlement program with the affected
community members. As it is intended that local residents
will be the source of a significant number of employees

for Sembehun, and the quality of the housing constructed
is expected to be higher than the existing buildings,
community support is expected but cannot be guaranteed.
If some members of the community are slow to relocate

or resist moving altogether, it may have the potential

to adversely affect the development of Sembehun and
future production. In addition, if land is not readily available
to relocate villages within the Sembehun development
footprint that may delay or increase the costs of the
development.

3.27.2.8 ENVIRONMENTAL IMPACTS

Sierra Rutile's operations and proposed activities may
adversely impact the environment. Such impacts can give
rise to substantial costs for environmental rehabilitation
and remediation for any adverse environmental impacts,
including those relating to contamination and pollution.

The operations and proposed activities of Sierra Rutile are
subject to Sierra Leonean laws and regulations concerning
the environment. If such laws are breached, Sierra Rutile
could be required to suspend or cease its operations and

/ or incur significant liabilities (including penalties) due to
past or future activities.

Sierra Rutile is unable to predict the effect of additional
environmental laws and regulations which may be adopted
in the future, including whether any such laws or regulations
would materially increase Sierra Rutile's cost of doing
business or affect its operations in any area.

3.27.2.9 ESTIMATE OF REHABILITATION AND MINE
CLOSURE PROVISIONS

lluka will establish a US$45 million rehabilitation trust,
cash funded on a one-off basis to support Sierra Rutile's
estimated rehabilitation obligations as at 31 December
2021 inrespect of the Mining Lease and associated
operations under Sierra Leonean laws and regulations
concerning the environment. The amount of US$45 million
to be contributed by lluka into the Rehabilitation Trust
represents the lluka Directors’ best estimate of the present
value of the costs required to satisfy the rehabilitation
obligations in respect of the Mining Lease and associated
operations under Sierra Leonean laws and regulations
concerning the environment as at 31 December 2021,

and is based on certain estimates and judgements

(further details of which are set out in Section 3.24.5). Itis
possible that the actual costs to carry out Sierra Rutile's
rehabilitation obligations will be more than that estimated
or that the Government of Sierra Leone may seek additional
financial support for Sierra Rutile's rehabilitation obligations
under the relevant legislation, and that Sierra Rutile could
be required to meet those additional costs, or be required
to provide additional or different financial supportin
respect of existing or future rehabilitation obligations,
which could materially and adversely affect Sierra Rutile's
viability.

3.27.2.10 TITLE RISK

Sierra Rutile has a right to renew the Mining Lease for a
minimum term of 15 years on expiry of the current term
of the Mining Lease, which ends on 23 January 2039. The
terms applying to the renewal are on equivalent terms
and conditions of the current Mining Lease, except for
payments by Sierra Rutile which are to be on such fair and
equitable terms as to payment as Sierra Rutile and the
Government of Sierra Leone may agree.

Sierra Rutile's right to renew the Mining Lease under
the Sierra Rutile Agreement is subject to Sierra Rutile’s
compliance with the provisions of the Sierra Rutile
Agreement and the Mining Lease, such as due and
punctual payment of rents and meeting of expenditure
commitments.

There are no guarantees that the Mining Lease will be
capable of renewal on expiry of the current term, or on
what terms the Government of Sierra Leone may require to
renew the Mining Lease.

3.27.2.11 COMMODITY PRICES

The prices of commodities relevant to Sierra Rutile's
business are subject to price fluctuations. Demand for

a commodity may be influenced by a range of events,
including macroeconomic conditions and global events.
Future material commodity price declines will resultin a
decrease in revenue or, in the case of severe, prolonged
declines in commodity prices may cause the suspension
of mining operations resulting in a complete cessation of
revenue.

3.27.2.12 NATURE OF SALES AND MARKETING
ARRANGEMENTS AND CUSTOMER
CONCENTRATION

Sierra Rutile sells its mineral sands products to customers
under either spot or short term contracts, and it does not
have any long term contracts in place beyond December
2022. While these arrangements are customary in the
mineral sands industry and the market outlook is positive
(see Section 2), these arrangements mean that Sierra
Rutile's near term revenue will be more affected by changes
in the requirements of its key customers than if Sierra

Rutile mineral sands products were sold under longer term
arrangements.
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In addition, while Sierra Rutile's mineral sands products
are sold to a range of customers globally, sales to Sierra
Rutile's largest customer accounted for the majority of
Sierra Rutile's sales volumes and revenue in FY21.

There can be no guarantee that Sierra Rutile's key customers
will not reduce their production requirements or seek to
source some or all of their mineral sands products from
existing or future competitors in the future. In that case,
Sierra Rutile would need to identify other customers and

if is unable to do so, or the terms are less favourable, then
this could have a material adverse effect on Sierra Rutile's
business, operational performance and financial results.

There is also the potential that Sierra Rutile will not receive
payments for the supply of its mineral sands products if a
customer becomes insolvent or fails to make a paymentin
accordance with its contract with Sierra Rutile.

3.27.2.13 RELIANCE ON KEY PERSONNEL

The success of Sierra Rutile and its business will be highly
dependent on the expertise and experience of the Sierra
Rutile executive leadership team. The loss of any key
personnel could harm the business or cause delay in the
implementation of Sierra Rutile's plans, while management
time is directed to finding suitable replacements. In
particular, Sierra Rutile relies heavily on the experience of
its executive leadership team in developing and maintaining
important relationships with governmental and regulatory
authorities, partners and contractors in Sierra Leone. Sierra
Rutile's business therefore may be materially negatively
affected by the failure to attract, or the departure of,

any of these individuals, or any of a number of other key
employees. There can be no guarantee that Sierra Rutile
will be able to continue to attract and retain required
employees.

The loss or diminution in the services of any of the Sierra
Rutile executive leadership team or an inability to recruit,
attract, train and/ or retain necessary personnel with

the requisite expertise and experience could materially
adversely affect Sierra Rutile's prospects, operations,
financial condition and results of operations.

Sierra Rutile will ensure that the remuneration of its
directors, executives, management and personnel is market
competitive, fair and equitable so as to attract, motivate
and retain high quality personnel and assist in mitigating
such risks to Sierra Rutile.

3.27.2.14 DEPENDENCE ON EXTERNAL CONTRACTORS

Sierra Rutile currently outsources, and may continue

to outsource, substantial parts of its mining activities
pursuant to services contracts with third party contractors.
Such contractors may not be available to perform services
for Sierra Rutile, when required, or may only be willing to do
so on terms that are not acceptable to Sierra Rutile. Once in
contract, performance may be constrained or hampered by
capacity constraints, mobilisation issues, plant, equipment
and staff shortages, labour disputes, managerial failure
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and default or insolvency. Contractors may not comply
with provisions in respect of quality, safety, environmental
compliance and timeliness, which may be difficult to
control. In the event that a contractor underperforms or is
terminated, Sierra Rutile may not be able to find a suitable
replacement on satisfactory terms within time or at all.
These circumstances could have a material adverse effect
on Sierra Rutile's production and operations.

3.27.2.15 COUNTERPARTY RISK

The ability of Sierra Rutile to achieve its business objectives
will depend to an extent on the performance by Sierra
Rutile and counterparties of their contractual obligations.
If any party defaults in the performance of its obligations
under a contract, it may be necessary for the other party
to approach a court to seek a legal remedy, which could
be costly for Sierra Rutile. The operations of Sierra Rutile
also require the involvement of a number of third parties,
including consultants, contractors and suppliers. Financial
failure, default or contractual non-compliance on the part
of such third parties may have a material impact on Sierra
Rutile's operations and performance. It is not possible for
Sierra Rutile to predict or protect itself against all such
risks.

3.27.2.16 LITIGATION, CLAIMS AND DISPUTES

Sierra Rutile is currently, and may continue to be, subject

to litigation and other claims and disputes in the ordinary
course of its business, including employment and collective
bargaining disputes, contractual disputes, indemnity
claims, occupational health and safety claims, or civil
proceedings in the course of its business. Such litigation,
claims and disputes, including the cost of settling claims

or paying any fines, operational impacts and reputational
damage, could materially adversely affect Sierra Rutile's
business, operating and financial performance.

Details of the current material legal proceedings involving a
Sierra Rutile Group Member are set out in Section 9.4.

3.27.2.17 ESTIMATES OF ORE RESERVES AND MINERAL
RESOURCES

Ore Reserve and Mineral Resource estimates are
expressions of judgment based on detailed geological

and other technical and financial information, as well as
knowledge, experience, market information and industry
practice. Estimates which were valid when originally
calculated may be altered when new information or
techniques become available. In addition, by their very
nature, Mineral Resource estimates are imprecise and
depend to some extent on interpretations, which may prove
to be inaccurate. As further information becomes available
through additional fieldwork and analysis, the estimates

are likely to change. This may result in alterations to
development and mining plans which may, in turn, positively
or adversely affect Sierra Rutile's operations.

There can be no assurance that Sierra Rutile will be able
to convert its Mineral Resources to Ore Reserves or of the
conversion rate that may be achieved (including in respect
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of the Pejebu and Ndendemoia deposits at Area 1 and the
Mineral Resource at Sembehun).

3.27.2.18 CLIMATE CHANGE

Climate change or prolonged periods of adverse
weather and climatic conditions (including rising sea
levels, floods, hail, extreme storms, drought, fires, water,
scarcity, temperature extremes, frosts, earthquakes

and pestilences) may have an adverse effect on Sierra
Rutile's ability to access and utilise its Mining Lease and/
or on Sierra Rutile's ability to transport or sell mineral
commodities.

Changes in policy, technological innovation and consumer
or investor preferences could adversely impact Sierra
Rutile's business strategy or the value of its assets
(including its Mining Lease), or may result in less favourable
pricing for mineral commodities, particularly in the event of
a transition to a lower-carbon economy.

3.27.2.19 CHANGING EXPECTATIONS WITH RESPECT TO
ESG STANDARDS

Changing community attitudes towards and increasing
regulation of ESG risks and disclosure may impact the
operation of Sierra Rutile’s mining assets in the future
which may also have an impact on Sierra Rutile. Increased
expectations with respect to ESG risk management

may impact on the profitability or value of Sierra Rutile's
operations, restrict Sierra Rutile's ability to attract financing
or investment, or result in heightened compliance costs
associated with meeting prevailing regulatory and
disclosure standards.

3.27.2.20 SAFETY RISKS

Safety is a fundamental risk for any company with regard
to personal injury, damage to property and equipment,
and other losses. The occurrence of any of these risks
could result in legal proceedings against Sierra Rutile and
substantial losses to Sierra Rutile due to injury or loss

of life, damage to or destruction of property, regulatory
investigation, and penalties or suspension of operations.
Damage occurring to third parties as a result of such risks
may give rise to claims against Sierra Rutile.

Whilst Sierra Rutile is able to transfer some of these

risks to third parties through insurance and the retention
of contractors, many of the associated risks are not
transferable. Injuries to employees may result in significant
lost time for the employee and costs and impacts to Sierra
Rutile's business beyond what is covered under workers
compensation schemes.

3.27.2.21 COMPETITION

The industry in which Sierra Rutile is involved is subject

to global competition. While Sierra Rutile will undertake
reasonable due diligence in its business decisions and
operations, Sierra Rutile will have no influence or control
over the activities or actions of its competitors, whose
activities or actions may, positively or negatively, affect the

operating and financial performance of Sierra Rutile and its
business.

3.27.2.22 INSURANCE

Sierra Rutile intends to insure its operations in accordance
with industry practice and applicable laws. However, in
certain circumstances Sierra Rutile's insurance may not be
of a nature or level to provide adequate insurance cover. The
occurrence of an event that is not covered or fully covered
by insurance could have a material adverse effect on the
business, financial condition and results of Sierra Rutile.

Insurance of all risks associated with mineral exploration
and production is not always available and where available
the costs can be prohibitive.

3.27.2.23 FORCE MAJEURE EVENTS

Events may occur within or outside Sierra Leone and/or
Australia that could impact upon the global, Sierra Leone
and/or Australian economies, the operations of Sierra
Rutile, or the price of Sierra Rutile Shares. These events
include, but are not limited to, terrorism, outbreak of
international hostilities, fires, floods, earthquakes, labour
strikes, civil wars, natural disasters, outbreaks of disease
such as COVID-19 or other man-made or natural events
or occurrences that can have an adverse effect on Sierra
Rutile's activities and the demand for mineral sands.

3.27.2.24 COVID-19

The COVID-19 pandemic continues to have a material
impact on the global business climate, primarily due to
various government policies implemented to manage

the health crisis. COVID-19 has significantly affected
operations of governments and businesses as well as
day-to-day activities of individuals in countries across the
world, including those in Sierra Leone and Australia.

Travel, trade, working arrangements, supply chain
management, and availability of goods and services
have all, to varying extents, been impacted by COVID-19.
Government policies, including quarantining and travel
bans, have had a particular impact on business activities
globally and domestically. The situation is ongoing and is
also dependent on the efficacy and long-term performance
of the COVID-19 vaccines. Any further measures to

limit the transmission of the virus, such as mandatory
quarantining, may continue to adversely impact Sierra
Rutile's operations.

The economic impact of the pandemic has also resulted in
uncertainty and volatility across financial, commodity and
other markets. COVID-19 has had, and may continue to have,
a significant impact on capital markets and share prices.
Sierra Rutile's Share price may be adversely affected by the
economic uncertainty caused by COVID-19.

Given the extraordinary circumstances presented by
COVID-19 and the uncertainty of Sierra Rutile’s operating
environment, the ongoing impact of COVID-19 on Sierra
Rutile's business is difficult to predict.
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3.27.2.25 LIQUIDITY

There is currently no public market for Sierra Rutile Shares
and there can be no guarantee that an active market in
Sierra Rutile Shares will develop or continue after Listing

or that the price of Sierra Rutile Shares will stabilise or not
decrease. There may be relatively few or many potential
buyers or sellers of the Sierra Rutile Shares on ASX at any
given time. This may affect the volatility of the market price
of Sierra Rutile Shares. It may also affect the prevailing
market price at which Sierra Rutile Shareholders are able to
sell their Sierra Rutile Shares. This may result in Sierra Rutile
Shareholders receiving a market price for their Sierra Rutile
Shares that is above or below the price that Sierra Rutile
Shareholders paid.

The price at which Sierra Rutile Shares trade on ASX after
Listing could be subject to fluctuations in response to
variations in operating performance and general operations
and business risk, as well as external operating factors

over which Sierra Rutile and the Sierra Rutile Directors

have no control, such as movements in mineral prices and
exchange rates, changes to government policy, legislation
or regulation and other events or factors.

3.27.2.26 SPECULATIVE INVESTMENT

Sierra Rutile is principally aiming to achieve long term
profitability and may not generate profits in the short or
medium term. Accordingly, an investment in Sierra Rutile
Shares may not be suitable as a short-term investment.

An investment in Sierra Rutile involves a considerable
degree of risk. Although the Sierra Rutile Directors have
between them significant operational experience, Sierra
Rutile's ability to meet its objectives will be reliant on its
ability to implement current operational plans and take
appropriate action to amend those plans in respect of any
unforeseen circumstances that may arise.

3.27.3 GENERAL RISKS
3.27.3.1 ECONOMIC CONDITIONS

General economic conditions, movements in interest and
inflation rates, and currency exchange rates may have

an adverse effect on Sierra Rutile's activities as well as

on its ability to fund those activities. General economic
conditions may also affect the value of Sierra Rutile and its
valuation regardless of its actual performance.

3.27.3.2 TAXATION

The tax information provided in this Demerger Booklet is
based on current taxation law in Australia as at the date of
the Demerger Booklet.
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Tax laws, including tax laws in Sierra Leone, are complex
and are subject to change periodically as is their
interpretation by the relevant courts and the tax revenue
authorities. Such changes in interpretation and application
may impact the tax outcome of a transaction.

In addition, tax revenue authorities may review the tax
treatment of transactions entered into. Any actual or
alleged failure to comply with, or any change in the
application or interpretation of, tax rules applied in respect
of such transactions may increase tax liabilities or create
exposure to legal, regulatory or other actions.

An interpretation of the taxation laws that is contrary to
that of the tax revenue authority in Australia or Sierra Leone
may give rise to additional tax payable. In order to manage
this risk, external expert advice on the application of tax
laws is sought in the context of the transaction completed.

3.27.3.3 ACCOUNTING

The introduction of new or refined accounting or financial
reporting standards may affect the future measurement
and recognition of key income statement and balance
sheet items, including revenue and receivables. There is
also a risk that interpretations of existing accounting or
financial reporting standards, including those relating to
the measurement and recognition of key income statement
and balance sheet items, may differ. Changes to accounting
or financial reporting standards or changes to commonly
held views on the application of those standards could
materially and adversely affect the financial performance
and position reported in Sierra Rutile's financial statements.

3.27.3.4 SHAREHOLDER DILUTION

In the future, Sierra Rutile may elect to issue shares to fund
or raise proceeds for working capital, growth, acquisitions,
to repay debt, or for any other reason.

While Sierra Rutile will be subject to the constraints of the
ASX Listing Rules regarding the percentage of its capital
that it is able to issue within a 12 month period (other
than where exceptions apply) following admission to the
official list of ASX, Sierra Rutile Shareholder interests may
be diluted and Sierra Rutile Shareholders may experience
aloss in value of their equity as a result of such issues of
Sierra Rutile Shares and fundraisings.

3.27.3.5 DIVIDEND RISK

Payments of dividends on Sierra Rutile Shares is within
the discretion of the Sierra Rutile Board and will depend
upon Sierra Rutile's future earnings, capital requirements,
financial performance, and other relevant factors.
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4.1 BACKGROUND INFORMATION ON ILUKA (POST DEMERGER)

lluka is a leading Australian focused mineral sands and rare earths company with expertise in exploration, development,
mining, processing, marketing and rehabilitation. The company's purpose is to deliver sustainable value. lluka’s industry
position and purpose will be unchanged following the Demerger of Sierra Rutile.

lluka is a market leader in the supply of zircon and high grade titanium feedstocks, the latter encompassing the products
synthetic rutile and rutile. The company is also developing a significant rare earths business based in Australia. This is
underpinned by its cornerstone Eneabba project where lluka is developing a fully integrated rare earths refinery.

With over 900 direct employees, lluka has operations in Australia; a diverse pipeline of development projects; a strong
exploration programme; and a globally integrated marketing network.

The company has an established track record of safe, responsible operations that minimise the impact of mining and
processing activities on the environment. Rehabilitation efforts are focussed on current and former sites in Australia and the
United States.

Post Demerger, lluka will continue to be listed on the ASX, with its corporate headquarters located in Perth, Western
Australia.

FIGURE 4.1 ILUKA'S OPERATIONS - MINERAL SANDS

NARNGULU

Mineral Separation plant

Processes Jacinth-
Ambrosia and Cataby
material

ENEABBA

Mineral recovery and
processing

Highest grade operational
rare earth stockpile globally
Current producing 20%
monazite concentrate

CATABY

Commissioned in 2019
~1,350tph ore capacity from
2 Mining units

limenite source feed
for synthetic rutile

Significant zircon and rutile = JACINTH AMBROSIA
production o4 1 mining unit
Production Capacity bR Major zircon mine

~440ktpa llmenite 2020-22 1,300tph ore mining

CAPEL unit capacity
2 synthetic rutile kilns
(1 currently idle)

limenite feed from Cataby

SR2 capacity ~225ktpa synthetic rutile

lluka's mineral sands business has — on an underlying pro forma basis - historically generated significant revenue and
underlying EBITDA, including strong underlying EBITDA margins, as shown in Figure 4.2 below. A reconciliation between
underlying EBITDA and the reported profit/(loss) after tax can be found in Section 4.7.3.
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FIGURE 4.2 ILUKA UNDERLYING SEGMENT REVENUE AND EBITDA PRE AND POST DEMERGER

Revenue by business (A$ million)

Pre Demerger Post Demerger
1,559
1232 1,316
990 966
759
759
2019 2020 2021 2019 2020 2021
MW |luka M Sierra Rutile B |luka
Underlying EBITDA by business and EBITDA margin (A$ million; %)
Pre Demerger Post Demerger

50.0%

57.2%
42.7% 41.8% 52.3%
48.0%

616 2 631
63 553
423 397
26
631 553
397 397
2019 2020 2021 2019 2020 2021
B lluka M Sierra Rutile B |luka
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4.2 KEY STRENGTHS OF ILUKA (POST DEMERGER)

1. Positive long-term market
fundamentals for mineral sands

Vv

lluka operates in markets that are correlated strongly with global GDP
and rising living standards, such as construction, transportation, power
generation, medical, lifestyle and industrial

Trends towards sustainable development are anticipated to support
increasing demand for zircon, High Grade Feedstocks and rare
earths, which collectively have key applications in renewable energy
technologies

2.  Portfolio of quality mineral sands
production and development assets

lluka operates high quality mining and processing mineral sands assets,
and is a major global producer of rutile, zircon and synthetic rutile
Mining operations include Jacinth-Ambrosia and Cataby, and

processing operations include the Narngulu MSP and Capel synthetic
rutile processing

lluka has a portfolio of development projects to maintain or grow
production over the medium term. See Section 4.3.3 for details

3. Highly strategic rare earths
business

lluka is building a globally significant rare earths business based in
Australia, underpinned by its cornerstone Eneabba project. This will
see the development of a fully integrated refinery for the production of
separated rare earth oxides

5. Value driven marketing model

lluka employs a value driven marketing model, focused on high value,
high margin products

lluka's two traditional product streams - zircon and High Grade
Feedstocks - have different customers, different industry dynamics and
consequently require different marketing strategies

Rare earths are a group of 17 chemical elements, and lluka's focus is
on high value elements that are critical to the development of
permanent magnets used in electric vehicles and wind turbines,
amongst other things

6. Strong balance sheet and
disciplined approach to capital
allocation

lluka's strong balance sheet will be retained post Demerger, with a pro
forma net cash position of A$154 million and undrawn committed debt
facilities of approximately A$512 million as at 31 December 2021

Post Demerger, lluka will continue to employ a disciplined capital
allocation approach to evaluating new projects

7.  Experienced board and
management team

lluka will continue to be led by an experienced board and management
team, with a breadth of experience spanning the operational,
commercial and sustainable development dimensions of the
resources sector
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4.3 BUSINESS OVERVIEW

4.3.1 PRODUCTS OVERVIEW

lluka engages in the mining and processing of the two core product streams of the mineral sands industry:

* titanium feedstocks - in which lluka participates predominantly in the very high grade chloride segments of rutile and
synthetic rutile (High Grade Feedstocks); and

e zircon —in which lluka participates with a portfolio of products targeted at specific user applications.

In the rare earths industry, lluka is developing a fully integrated rare earths refinery with cracking and leaching and

separation and finishing plants to produce rare earth oxides (REO). lluka’s REO are a critical input to permanent magnets
which are used in a range of sustainable energy technologies including electric vehicles and wind turbines.

Following the development of its refinery, lluka intends to sell a wide range of potential down-stream rare earth oxide
products, including neodymium, praseodymium, dysprosium and terbium.

4.3.2 ILUKA KEY OPERATIONS

The following outlines lluka's key operational assets post Demerger. A reconciliation between underlying EBITDA and the
reported profit/(loss) after tax can be found in Section 4.7.3.

CY 21

Underlying Revenue
Z/R/SR EBITDA contribution
Business Production Revenue contribution (%)
Division Description (kt) (A$ million) (A$ million) (ex Sierra Rutile)

Jacinth- The Jacinth-Ambrosia operation in South 301.5 599.6 383.1
Ambrosia/ Australia is the world's largest zircon mine.
Mid-West
processing Comprising two contiguous deposits,
Jacinth and Ambrosia, the mine is located
approximately 800 km from Adelaide and
270 km from the Port of Thevenard.

The Jacinth-Ambrosia operation
encompasses mining and wet concentration
activities with HMC transported to lluka's
Narngulu MSP in Western Australia for final
processing.

Eneabba based monazite concentrate sales
are included in Jacinth-Ambrosia / Mid-West
processing Revenue and EBITDA figures.

Cataby / Cataby is a large predominantly chloride 284.6 639.1 339.7
South West jimenite deposit, located approximately
processing 150 km north of Perth, in the Shire of

Dandaragan.

Cataby produces two streams; an ilmenite
rich concentrate for cleaning and upgrading
to synthetic rutile at Capel, and a zircon/rutile
rich concentrate for separation at Narngulu.

Cataby material is processed into premium
grade synthetic rutile at lluka's SR2 kiln

at Capel; and shipped out of the Port of
Bunbury.
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4.3.3 PROJECT PIPELINE
lluka's project pipeline includes rare earths as well as both traditional mineral sands developments and those based on
innovation and technology, drawing on lluka's considerable technical expertise.

Each element of lluka's project pipeline is developed and gated towards execution in a disciplined manner, subject to
acceptable progress in the following areas:

1. confidence in satisfactory project risk-return attributes;
2. high level of strategic alignment to lluka’s core objective; and
3. sequenced to take advantage of the economic and market outlook.

In addition to the development projects outlined below, lluka has an ongoing commitment to exploration activities globally,
with these greenfield efforts forming an additional component of the company’s approach.

Project Overview

Balranald
(New South Wales)

High grade titanium,
Zircon

Balranald is a rutile-rich deposit in the northern Murray Basin, New South Wales.

Owing to its relative depth, lluka is assessing the potential to develop this deposit via a
novel, internally developed underground mining technology.

The technology has the potential to enable access to the below surface ore body as an
alternative to a traditional open pit operation. Effectiveness of the method was confirmed
in July 2021, validating key elements of the mining unit design.

Balranald's DFS funding was approved by lluka's Board in August 2021. A final investment
decision is planned for Q4 2022, subject to satisfactory study outcomes and lluka Board
approval.

SR1 Kiln Restart and
South West Deposits

(Western Australia)

High grade titanium,
Zircon

The synthetic rutile kiln 1 (SR1) is located adjacent to lluka's operating synthetic rutile kiln
2 (SR2) in Capel, Western Australia.

SR1 was placed on care and maintenance in 2009. lluka announced the execution of
the restart of SR1 in August 2021. The restart represents a capital efficient, low risk
opportunity to produce an additional 110kt of synthetic rutile per annum, in light of
industry supply constraints.

Start-up remains on track for Q4 2022 with feedstock to support an initial 24 month
campaign secured from internal and external sources. Options to extend production,
subject to feedstock availability and market conditions, will continue to be evaluated.

lluka retains a number of tenements in south Western Australia containing chloride
ilmenite suitable as a feedstock to the synthetic rutile kilns. A preliminary feasibility study
to develop these deposits is underway.

Atacama
(South Australia)

Zircon, High grade
titanium

Atacama is a satellite deposit located approximately 5-10 kilometres north-east of lluka's
existing operations at Jacinth-Ambrosia in South Australia. Atacama has a high zircon
and ilmenite assemblage.

The project represents a logical extension for the operation at Jacinth-Ambrosia with the
potential to supplement and extend zircon production by utilising existing infrastructure.
The deposit could also provide a meaningful supply of iimenite, subject to a processing

solution to address impurities. Work in 2021 was focused on determining such a
technical solution, with pleasing progress made.

Atacama'’s PFS is focused on increasing technical and commercial confidence as well as
advancing project approvals.
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Project Overview

Wimmera Wimmerais a large-scale, fine grained heavy minerals sands deposit located in the
Murray Basin, Western Victoria. The project has the potential to support long-term supply

Victoria, . .
(Victoria) of ceramic-grade zircon and rare earths.

Zircon, Rare earths, High *  One characteristic shared by the fine grained mineral sands deposits located in Western
grade titanium Victoria is higher levels of impurities (Uranium and Thorium) in their zircon.

* Absent a processing solution to remove these impurities, the zircon is ineligible for sale
into most markets, including ceramics. lluka is progressing a novel, internally developed
processing solution to reduce the impurities.

*  Larger scale piloting was commissioned in Q4 2021 and purified zircon has been
recovered, with favourable ceramic properties and low uranium and thorium.

*  Testwork to inform economic feasibility is underway and will continue through 2022.

*  Therare earth bearing minerals at Wimmera are very similar to those stockpiled at
Eneabba and could supplement feed to lluka’s potential downstream refining activities at
Eneabba in future years.

Euston *  The Euston deposit is a traditional mineral sands deposit located in western New South
Wales. The deposit has significant zircon and rutile assemblages, with iimenite feedstock

(New South Wales) as a possible supplement for lluka's synthetic rutile kilns.

Zircon, High grade e The Euston project was added to lluka's development pipeline in the first half of 2021.
titanium The development would be a traditional open cut, dry mine. A PFS for Euston is currently
underway.
Eneabba * lluka's Eneabba stockpile is the world's highest grade operational rare earths deposit.
. lluka has taken an incremental approach to Eneabba'’s development.
(Western Australia) ) o o
* InApril 2022, lluka announced its final investment decision for Eneabba Phase 3, a fully
Rare earths integrated refinery for the production of separated rare earth oxides at Eneabba, Western

Australia.

*  The decision was taken following the agreement of a risk sharing arrangement with the
Australian Government, including a A$1.25 billion non-recourse loan under the A$2 billion
Critical Minerals Facility administered by Export Finance Australia.

* Eneabba Phase 3 has been designed to be a multi-generational asset for the downstream
processing of Australia's rare earth resources.

4.4 EXPECTED IMPACT OF THE DEMERGER ON ILUKA'S CAPITAL
STRUCTURE

lluka has and will continue to take a conservative approach to its capital structure. This approach will be unchanged
following the Demerger.

lluka will continue to have a strong balance sheet, including a net cash position of A$154 million (at 31 December 2021)
post pro forma adjustments, and unsecured committed debt facilities via a Multi Option Facility Agreement (MOFA) of
approximately A$512 million (at 31 December 2021) which are due to expire in July 2024. lluka will also have access to its
A$1.25 billion non-recourse loan under the Australian Government's A$2 billion Critical Minerals Facility, administered by
Export Finance Australia, to fund the development of Eneabba. Refer to ASX announcement Eneabba Rare Earths Refinery —
Final Investment Decision, released 4 April 2022, for further detail.

lluka intends to maintain adequate liquidity facilities to manage periods of heightened capital investment and provide
operational flexibility.

In addition, lluka's pro forma inventory balance of A$499 million as at 31 December 2021 and its 20% stake in Deterra
Royalties Ltd, an ASX-listed royalty portfolio manager, will provide further balance sheet strength.

The company will continue to employ a disciplined approach to evaluating new projects and will only commit funds when it is
sufficiently confident of achieving satisfactory returns for shareholders on a risk adjusted basis.
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4.5 EXPECTED IMPACT OF
THE DEMERGER ON
ILUKA DIVIDENDS

Post Demerger, lluka will maintain its current dividend
framework to pay dividends equal to 100 per cent of
dividends received from Deterra Royalties and a minimum
of 40 per cent of free cash flow from the mineral sands
business not required for investing or balance sheet
activity. lluka will seek to distribute the maximum franking
credits available.

4.6 ILUKA BOARD AND

SENIOR MANAGEMENT
TEAM AFTER THE
DEMERGER

In connection with the Demerger, Theuns de Bruyn will
retire from lluka's senior management team and continue
his role with Sierra Rutile (which role is to be renamed
Managing Director and Chief Executive Officer).

No other changes will be made to the lluka Board or senior
management team as a result of the Demerger.

Detailed biographies of the lluka Board and senior
management team can be found at www.iluka.com.

4.7 ILUKA PRO FORMA

HISTORICAL FINANCIAL
INFORMATION

4.71 OVERVIEW

This Section 4.7 contains historical financial information of
lluka (hereafter the lluka Historical Financial Information)
comprising:

e the historical income statements for the years ended
31 December 2019, 31 December 2020 and 31
December 2021;

e the historical balance sheet as at 31 December 2021;
and

e the historical free cash flow for the years ended
31 December 2019, 31 December 2020 and 31
December 2021.

This Section also contains the following pro forma historical
financial information of lluka following the Demerger
(hereafter the lluka (post Demerger) Pro Forma Historical
Financial Information) comprising:

* the pro forma historical income statements of lluka
(post Demerger) for the years ended 31 December
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2019, 31 December 2020 and 31 December 2021;

e the pro forma historical balance sheet of lluka (post
Demerger) as at 31 December 2021; and

e the pro forma historical free cash flows of lluka (post
Demerger) for the years ended 31 December 2019, 31
December 2020 and 31 December 2021.

The financial information in this Section 4.7 is presented in
Australian dollars unless otherwise stated.

4.7.2 BASIS OF PREPARATION
4.7.2.1 ILUKA HISTORICAL FINANCIAL INFORMATION

The lluka Historical Financial Information has been

derived from the financial statements of lluka, which

were audited by PricewaterhouseCoopers in accordance
with Australian Auditing Standards and Interpretations.
PricewaterhouseCoopers issued unqualified audit opinions
on these financial statements. The financial statements for
these periods are available from lluka's website (www.lluka.
com) or the ASX website (www.asx.com.au).

The lluka Historical Financial Information has been prepared
in accordance with the recognition and measurement
principles contained in Australian Accounting Standards
(AAS) (including Australian Accounting Interpretations)
adopted by the Australian Accounting Standards

Board (AASB), which comply with the recognition and
measurement principles of the International Accounting
Standards Board and interpretations adopted by the
International Accounting Standard Board.

4.7.2.2 ILUKA (POST DEMERGER) PRO FORMA

HISTORICAL FINANCIAL INFORMATION

The lluka (post Demerger) Pro Forma Historical Financial
Information has been prepared for illustrative purposes,
to assist lluka's Shareholders in understanding the impact
of the Demerger and the financial performance, financial
position and cash flows of lluka (post Demerger). By its
nature, pro forma historical financial information is illustrative
only. Consequently, the lluka (post Demerger) Pro Forma
Historical Financial Information does not purport to reflect
the actual or future financial performance or cash flows for
the relevant period, nor does it reflect the actual financial
position of lluka (post Demerger) at the relevant time.

The lluka (post Demerger) Pro Forma Historical Financial
Information has been prepared in accordance with AAS and
has been prepared on a consistent basis to the accounting
policies set out in lluka's annual report for the year 31
December 2021.

The AAS are subject to amendments from time to time, and
any such changes may impact the balance sheet orincome
statement of lluka (post Demerger). lluka adopted AASB

16 Leases, effective from 1 January 2019. No further AAS
amendments were noted for the years ended 31 December
2019, 31 December 2020 and 31 December 2021. As such,
there are no retrospective pro forma adjustments to be
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applied to any previous historical periods, as all periods
presented have adopted consistent accounting standards.

In addition, following the Demerger, lluka may be impacted
by accounting policies adopted which are different to
existing policies, and differences in interpretations of AAS.

The financial information in this Section 4.7 is presented

in an abbreviated form and does not contain all of the
presentation, comparatives and disclosures that are

usually provided in an annual financial report prepared in
accordance with the Corporations Act. The Independent
Accountant has prepared an Independent Limited Assurance
Report in respect of the lluka Historical Financial Information
and lluka (post Demerger) Pro Forma Historical Financial
Information, a copy of which is included in Section 7.

The financial information in this Section should be read in
conjunction with the risk factors set out in Section 4.8.

The lluka (post Demerger) Pro Forma Historical Financial
Information has been derived from the lluka Historical
Financial Information and adjusted for the effects of

pro forma adjustments to reflect the impact of certain
transactions as if they occurred as at 31 December 2021
in the pro forma historical balance sheet and immediately
prior to 1 January 2019 in the pro forma historical income
statements and pro forma historical free cash flows.

Pro forma adjustments have been made to the lluka (post
Demerger) pro forma historical income statements to
reflect:

¢ deconsolidation of Sierra Rutile from lluka.

Pro forma adjustments have been made to the lluka (post
Demerger) pro forma historical balance sheet to reflect:

e dividends paid to lluka shareholders prior to the
Demerger;

e settlement of the IFC put option;

e impairment reversal of Sierra Rutile amounts relating to
Sembehun mine development previously impaired;

. establishment of the Rehabilitation Trust;
¢ deconsolidation of Sierra Rutile from lluka; and

e transaction costs arising from the Demerger including
financial advisory fees, legal fees and other advisory
services.

No pro forma adjustments have been recognised for the
historical demerger of Deterra Royalties Limited.

The lluka (post Demerger) pro forma historical free cash
flows set out in Section 4.7.10 are presented as cash flows
after net capital expenditure, asset sales, principal element
of lease payments under AASB 16, payments for option
contracts, dividends from lluka’'s equity investment, finance
costs and tax.

4.7.3 EXPLANATION OF CERTAIN NON-IFRS

FINANCIAL MEASURES

This document uses non-IFRS financial information which

is used to measure operational performance. Non-IFRS
measures are unaudited but derived from audited accounts.
The principal non-IFRS financial measures referred to in
this Section are as follows:

* EBIT is reported earnings before the following:

* Interestincome, interest expense and finance
costs;

e rehab and mine closure discount unwind; and
* income tax expense.

*  Underlying Group EBITDA excludes non-recurring
adjustments including write-downs, Sierra Rutile
Limited transaction costs, the gain on the demerger
of Deterra Royalties, and changes to rehabilitation
provisions for closed sites.

*  Free cash flow is net cash flow before proceeds/
repayment of borrowings, proceeds on issue of shares
and dividends paid in the year.

4.7.4 ILUKA HISTORICAL INCOME

STATEMENTS

Set out below are lluka's historical income statements for
the years ended 31 December 2019, and 31 December
2020, and 31 December 2021.
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TABLE 4.1 ILUKA HISTORICAL INCOME STATEMENTS
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Year ended 31 Year ended 31 Year ended 31
A$'m Note December2019 December2020 December 2021
Revenue 1,231.7 990.0 1,558.9
Other Income (1.7) (0.8) 9.6
Expenses (699.1) (647.2) (934.6)
Share of gains/(losses) of investments accounted
for using the equity method ! ) 01 184
EBITDA from discontinued operations 1 85.1 81.0 -
Underlying Group EBITDA 616.0 423.1 652.3
Depreciation and amortisation expense (163.2) (184.8) (171.2)
Write-down of Sierra Rutile Limited (414.3) - -
Inventory movement — non cash 15.5 39.9 (12.6)
g:::liensdiTorseshabilitation provision recognised in (3.2) 79 60.8
Ss:i'\;(rl]oss) on re-measurement of Sierra Rutile put ) 19.4 (3.4)
Impairment of exploration assets - (12.4) (6.3)
Net gain on demerger of discontinued operations 1 - 2,246.8 -
EBIT 50.8 2,5639.2 519.6
Interest and finance charges (13.8) (7.1) (5.7)
Rehab and mine closure discount unwind (38.0) (26.6) (8.9)
Total finance costs (51.8) (33.7) (14.6)
Profit/(loss) before income tax (1.0) 2,505.5 505.0
Income tax expense (298.7) (95.5) (139.1)
Historical profit/(loss) after tax (299.7) 2,410.0 365.9

Notes:

1. During 2020, lluka undertook a demerger of its royalty business, Deterra Royalties Ltd, which completed in November of that year, with lluka
retaining a 20% equity interest in the new company. lluka's reported profit after tax from discontinued operations includes the MAC royalty
revenue earnt prior to the demerger and in 2020, a demerger gain of $2,247 million. For 2021, the share of gains/ losses of investments
accounted for using the equity method reflects lluka's 20% interest in Deterra Royalties Ltd's results for the period.

4.7.5

ILUKA MANAGEMENT COMMENTARY ON HISTORICAL RESULTS

lluka's reported loss after tax for 2019 was $300 million. This includes a $414 million write-down of the carrying value of
assets at Sierra Rutile operations and the removal of $162 million of associated deferred tax assets. The adjustment to
the Sierra Rutile carrying value was a function of operational performance achieved being below lluka's 2016 acquisition
investment case; and that lluka did not have a defined development approach for the Sembehun deposit, resulting in
difficulties in ascribing meaningful value to that asset. Underlying EBITDA in 2019, which excludes impairment and other
non-cash items was $616 million, continuing on the strong performance in 2018, though mineral sands revenue of $1,193
million was down 4% from 2018 reflecting mixed market conditions as higher prices were offset by lower sales volumes as

markets felt subdued business and consumer confidence.

During 2020, lluka undertook a demerger of its royalty business, Deterra Royalties Ltd, which completed in November,

with lluka retaining a 20% equity interest in the new company. lluka's reported profit after tax for 2020 was $2,410 million,
inclusive of a $2,247 million gain from the demerger of 80% of lluka's royalty business. Mineral sands revenue decreased
21% from 2019, with an underlying EBITDA of $423 million. This reflects the early impacts of the global pandemic, which had
a significant impact on the mineral sands end markets and drove a decline in demand for lluka's products, though results

improved through the second half of 2020.

lluka's reported profit after tax for 2021 was $366 million, driven by a 43% mineral sands EBITDA margin and underlying
group EBITDA of $652 million. Mineral sands revenue achieved $1,486 million in 2021, up 57% from 2020. Zircon sales
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volumes increased 48% to 355 thousand tonnes with ceramics markets rebounding following the COVID-19 shutdowns

in 2020. Demand remained strong through the year. lluka's weighted average zircon sand price increased from US$1,291

per tonne in Q4 2020 to US$1,590 per tonne in Q4 2021. High grade titanium feedstock markets also saw an increase in
demand in 2021. The increase in rutile sales reflected strong demand, including in welding markets. lluka's weighted average
rutile price (excluding HyTi) increased 4% from 2020. FY21 earnings include $18m of net equity accounted gains from its
20% equity interest in Deterra Royalties, Earnings from Deterra Royalties in FY19 and FY20 were reflected in EBITDA from
discontinued operations (on a 100% equity interest basis).

Further commentary on lluka's historical financial results and the results of its business units is provided in lluka's annual
financial reports for the years ended 31 December 2019, 31 December 2020, and 31 December 2021. These reports are
available on lluka's website www.iluka.com or the ASX website at www.asx.com.au.

4.7.6 ILUKA (POST DEMERGER) PRO FORMA HISTORICAL INCOME STATEMENTS

Set out below are the lluka (post Demerger) pro forma historical income statements for the years ended 31 December
2019, and 31 December 2020, and 31 December 2021. For the purposes of presenting the lluka (post Demerger) pro
forma historical income statement, the lluka historical income statements have been adjusted for the effects of pro forma
adjustments outlined in Section 2.2 to reflect the impact of certain transactions as if they occurred immediately prior to

1 January 2019.

TABLE 4.2 ILUKA (POST DEMERGER) PRO FORMA HISTORICAL INCOME STATEMENTS
Year ended 31 Year ended 31 Year ended 31

A$'m Note December2019 December 2020 December 2021
Revenue 966.0 759.1 1,316.0
Other Income (4.5) (1.7) 6.0
Expenses (493.9) (441.8) (709.0)
Share of gains/(losses) of investments accounted
for using the equity method ! ) 01 184
EBITDA from discontinued operations . T 851 ------------------------- 810 ------------------------------ -
Underlying EBITDA 552.7 396.7 631.4
Depreciation and amortisation expense (88.6) (112.6) (128.0)
Inventory movement — non cash 17.5 38.0 (11.6)
r(:)3::::ir;gat?’]sdi|I'10|'Seshabilitation provision recognised in (3.2) 41 20.4
Impairment of exploration assets - (12.4) (6.3)
Net gain on demerger of discontinued operations 1 - 2,246.8 -
EBIT 478.4 2,560.6 505.9
Interest and finance charges (13.7) (6.9) (5.6)
Rehab and mine closure discount unwind (35.7) (16.4) (8.0)
Total finance costs (49.4) (23.3) (13.6)
Profit/(loss) before income tax 429.0 2,537.3 492.3
Income tax expense (124.3) (87.4) (134.5)
Historical profit/(loss) 304.7 2,449.9 357.8

Notes:

1. During 2020, lluka undertook a demerger of its royalty business, Deterra Royalties Ltd, which completed in November, with lluka retaining a 20%
equity interest in the new company. lluka's ‘Net gain on demerger of discontinued operations'’ includes the $2,247 million gain recognised on the
demerger of Deterra. From November 2020, the 'Share of gains/ (losses) of investments accounted for using the equity method' reflects lluka's
20% interest in Deterra's results for the respective period.
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4.7.7 RECONCILIATION OF ILUKA HISTORICAL INCOME STATEMENTS TO ILUKA (POST DEMERGER)
PRO FORMA HISTORICAL INCOME STATEMENTS

Reconciliations of the lluka historical income statements to the lluka (post Demerger) pro forma historical income
statements for the years ended 31 December 2019, 31 December 2020, and 31 December 2021 are shown in the following
tables.

TABLE 4.3 RECONCILIATION OF ILUKA HISTORICAL PROFIT AFTER TAX TO ILUKA (POST DEMERGER) PRO FORMA
HISTORICAL PROFIT AFTER TAX

Year ended 31 Year ended 31 Year ended 31

A$'m Note December 2019 December 2020 December 2021
Historical profit/(loss) after tax (299.7) 2,410.0 365.9
Deconsolidation of Sierra Rutile group 1 604.4 39.9 (8.1)
Pro forma historical profit/(loss) after tax 304.7 2,449.9 357.8
Notes:

1. This adjustment represents the deconsolidation of the Sierra Rutile group from lluka on Demerger.

4.7.8 ILUKA HISTORICAL AND ILUKA (POST DEMERGER) PRO FORMA HISTORICAL BALANCE SHEET

The following table sets out the lluka historical balance sheet and the lluka (post Demerger) pro forma historical balance
sheet as at 31 December 2021.

For the purposes of presenting the lluka (post Demerger) pro forma historical balance sheet, the lluka historical balance
sheet has been adjusted for the effects of pro forma adjustments outlined in Section 2.2 to reflect the impact of certain
transactions as if they had been effected and completed on 31 December 2021.

The lluka (post Demerger) pro forma consolidated historical balance sheet has been prepared in order to give lluka
Shareholders an indication of lluka's (post Demerger) balance sheet in the circumstances noted in this Section, and does
not reflect the actual or prospective financial position of lluka at the time of the Demerger.
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1. lluka historical balance sheet as extracted from the lluka audited financial statements for the year ended 31 December 2021.

2. Represents the dividend paid by lluka to shareholders of $47.4 million in cash and $3.2 million via the dividend reinvestment plan on 7 April 2022.
This has been raised as a pro forma adjustment to align to the latest equity position of lluka (a typical pro forma adjustment).

3. InMay 2022, lluka agreed to settle the IFC put option for an amount of US$8.0 million, equivalent to A$11.0 million at an exchange rate of

A$:US$0.7248.

4. On completion of the preliminary feasibility study over the Sembehun mine development, Sierra Rutile has recognised an impairment reversal
of US$23.4 million, equivalent to A$32.3 million at an exchange rate of A$:US$ 0.7248 relating to its Sembehun assets which were historically

impaired.

5. This adjustment represents the establishment of the US$45m Sierra Rutile Rehabilitation Trust translated to AUD at an exchange rate of

AUD:USD 0.7248.

6. This adjustment represents the deconsolidation of the Sierra Rutile group balance sheet from lluka on Demerger. The adjustment includes
the reported balance sheet of Sierra Rutile BVl as at 31 December 2021, inclusive of the adjustments for the IFC put option and settlement of
borrowings. The value of the capital reduction will be determined in accordance with the demerger accounting method detailed in section 4.7.12

on Demerger implementation.

7. Represents lluka's share of the estimated Demerger transaction costs arising as a result of the Demerger. This includes financial advisory fees,

legal fees, accounting and taxation advice.

4.7.9 ILUKA HISTORICAL FREE CASH FLOW

Set out below are lluka's historical free cash flow for the years ended 31 December 2019, and 31 December 2020, and 31

December 2021.

TABLE 4.5 ILUKA HISTORICAL FREE CASH FLOW

Year ended 31 Year ended 31 Year ended 31

A$'m Note December 2019 December 2020 December 2021
HIStO-I'IC-al operatn:ng cash flows from 243.7 32.8 354.9
continuing operations

Hllstorlclal operating .cash flows from ] 785 78.9 .
discontinued operations

Capital expenditure (197.5) (71.2) (53.6)
Asset sales 2.0 5.1 2.0
Principal element of lease payment AASB 16 (8.2) (9.3) (6.6)
Payments for options contracts - - (0.1)
Dividends received - Deterra 1 - - 14.8
Historical free cash flow 118.5 36.3 311.4
Notes:

1. Reflects the historical operating cash flows for Deterra Royalties Ltd up to the Deterra demerger in November 2020. This is subsequently
replaced with dividend income in FY21 (included in operating cash flows from continuing operations), reflecting lluka’'s 20% retained investment

in Deterra.
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4710 ILUKA (POST DEMERGER) PRO FORMA HISTORICAL FREE CASH FLOW

Set out below are the lluka (post Demerger) pro forma historical free cash flows for the years ended 31 December 2019,
31 December 2020 and 31 December 2021. For the purposes of presenting the lluka (post Demerger) pro forma historical
free cash flows, the lluka historical free cash flows have been adjusted for the effects of pro forma adjustments outlined in
Section 2.2 to reflect the impact of certain transactions as if they occurred immediately prior to 1 January 2019.

TABLE 4.6 ILUKA (POST DEMERGER) PRO FORMA HISTORICAL FREE CASH FLOW
Year ended 31 Year ended 31 Year ended 31

A$'m Note December 2019 December 2020 December 2021
Pro forma historical operating cash flow 2104 (3.9) 350.7
discontnudoperations. 1 785 789 -
Capital expenditure (125.8) (49.5) (53.6)
Asset sales 2.0 5.1 2.0
Principal element of lease payment AASB 16 (8.2) (9.3) (6.6)
Payments for options contracts - - (0.1)
Dividends received - Deterra 1 - - 14.8
Pro forma historical free cash flow 156.9 21.3 307.2

Notes:

1. Reflects the historical operating cash flows for Deterra Royalties Ltd up to the Deterra demerger in November 2020. This is subsequently
replaced with dividend income in FY21 (included in operating cash flows from continuing operations), reflecting lluka's 20% retained investment
in Deterra.

4.711 RECONCILIATION OF ILUKA HISTORICAL FREE CASH FLOW TO ILUKA (POST DEMERGER) PRO
FORMA HISTORICAL FREE CASH FLOW

Reconciliations of the lluka historical free cash flow to the lluka (post Demerger) pro forma historical free cash flow for the
years ended 31 December 2019, 31 December 2020 and 31 December 2021 are shown in the following tables.

TABLE 4.7 RECONCILIATION OF ILUKA HISTORICAL FREE CASH FLOW TO ILUKA (POST DEMERGER) PRO FORMA
HISTORICAL FREE CASH FLOW

Year ended 31 Year ended 31 Year ended 31

A$'m Notes December 2019 December 2020 December 2021
Historical free cash flow 118.5 36.3 3114
Deconsolidation of Sierra Rutile 1 38.4 (15.0) (4.2)
Pro forma historical free cash flow 156.9 21.3 307.2
Notes:

1. Represents the deconsolidation of Sierra Rutile group cash flows from the lluka group under the proposed Demerger.

4712 DEMERGERACCOUNTING

Accounting for demerger transactions is addressed in AASB Interpretation 17 Distributions of Non-cash Assets to Owners.
This interpretation requires that any obligations for distributions made by a company to its shareholders should be
recognised and measured under AASB 137 Provisions, Contingent Liabilities and Contingent Assets and that all liabilities for
distributions payable should be measured in accordance with AASB 137 at the fair value of the assets to be distributed.

The fair value of the assets of Sierra Rutile will be determined by reference to the Sierra Rutile Shares as traded on the ASX
(whether on an ordinary or deferred settlement basis).

The difference between the fair value of all Sierra Rutile Shares transferred to lluka Shareholders (or the Sale Agent in
respect of Selling Shareholders) by lluka under the Demerger and lluka's investment in Sierra Rutile will be recognised as
profit on Demerger. AAS does not provide guidance as to where a debit to equity should be recorded for the recognition of a
distribution liability in the balance sheet to the company making the distribution. The value of the Capital Reductionis to be
determined in accordance with the methodology set out in the definition of Capital Reduction Amount in the Glossary. The
difference between fair value of all Sierra Rutile shares transferred by lluka and the Capital Reduction will be recognised as a
dividend.
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On the Effective Date, lluka will recognise a provision based on the estimated fair value of Sierra Rutile Shares, which is
expected to exceed Sierra Rutile’'s book value of its net assets. This provision will be settled through the transfer of the
Sierra Rutile Shares under the Demerger. At that time, the difference between the book value of the net assets transferred
and the fair value of Sierra Rutile Shares will be recognised as income to lluka and included in lluka's FY2022 income
statement within discontinued operations. As outlined above, the Demerger allocation between capital and dividend will be
determined at the time the Demerger of the Sierra Rutile Shares takes place. For illustrative purposes only, a range of fair
values and the implied capital reduction and dividend on demerger are set out below.

TABLE 4.8 IMPLIED CAPITAL REDUCTION AND DIVIDEND

Sierra Rutile fair value per the share price (A$cps) 47 71 94
Implied market capitalisation (A$m) 200 300 400
Capital reduction (A$m) 51 76 101
Implied dividend (A$m) 149 224 299
# of Shares (m) 424.2 424.2 424.2

4713 DEMERGER COSTS

The total one-off transaction costs of the Demerger are estimated to be approximately A$7.5 million (pre-tax), including
some discretionary performance fees payable to advisors.

One-off transaction costs relate to a range of activities associated with the Demerger, including advisory fees and
restructuring costs associated with separating Sierra Rutile and lluka. These costs are summarised as follows:

e Coststo beincurred by lluka of A$6.7 million including:

e advisory costs of A$6.0 million, consisting of A$3.4 million in financial advisory costs, A$1.9 million in legal advisory
fees and A$0.8 million in accounting, tax and other advisory fees;

*  separation costs of A$0.7 million comprising A$0.6 million in ASX listing and share registry fees to allow Sierra
Rutile to operate as an independent entity and A$0.1 million in estimated IT costs; and

e costs to be incurred by Sierra Rutile of A$0.8 million including:

e A$0.5 million in financial advisory costs and A$0.2 million in legal advisory fees; and
e rebranding & organisation costs of A$0.1 million for website development and payroll systems set-up.

These costs are estimates, and the actual costs incurred may differ from these estimated costs, and the difference may be
significant.

4.714 DIVIDEND POLICY AND FRANKING

lluka's current dividend policy is to pay 100% of dividends received from Deterra Royalties and pay a minimum of 40%
of free cash flow from the mineral sands business not required for investing or balance sheet activity. Decisions relating
to dividend policy post Demerger will depend on lluka's available franking credits, earnings, cash flows and target credit
metrics. Notwithstanding this, lluka's dividend policy is not expected to change and will continue to consider Deterra
Royalties dividends, free cash flow generation, profit generation and availability of franking credits.

4715 MATERIAL CHANGES IN FINANCIAL POSITION SINCE THE MOST RECENT BALANCE DATE

The most recent published financial statements of lluka are provided in the financial report for the year ended 31 December
2021, which was released to the ASX on 24 February 2022. To the knowledge of lluka Directors, there has not been any
material change in the financial position of lluka since 31 December 2021, except as disclosed in the 31 December 2021
audited financial report, this Demerger Booklet or otherwise in announcements to the ASX.

lluka will provide, free of charge, a copy of this most recent financial report to any person who requests a copy, and is also
available on www.iluka.com.
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4.8 RISKFACTORS
ASSOCIATED WITH
AN INVESTMENT IN
ILUKA SHARES POST
DEMERGER

The risks currently faced by lluka will continue to be faced
by the company following the Demerger. Investors are
already exposed to these risks through their investment in
lluka, and these are disclosed each year in the company's
Annual Report. The nature of some of these risks may be
altered as a result of the Demerger.

A summary of key risks is set out below:

e fluctuations in commodity prices and impacts of
ongoing global volatility may negatively affect lluka's
results;

* lluka's financial results may be negatively affected by
currency exchange rate fluctuations;

e reduction in demand for lluka's commodities may
adversely affect lluka;

e continuity of business operations, planned growth
initiatives or demand for lluka's commodities may be
negatively impacted or delayed due to the COVID-19
pandemic;

e lluka's customers may seek to reduce commitments
under take-or-pay contracts, or may default on the
contract terms, which would negatively impact lluka's
revenues;

e actions by governments or political events in the
countries in which lluka operates, has non-operating
assets or sells products that could have a negative
impact on lluka;

failure to discover or acquire new reserves, maintain or
enhance existing reserves or develop new operations
could negatively affect lluka's future results and
financial condition;

potential changes to lluka's portfolio of assets
following the Demerger through acquisitions and
divestments may have a material adverse effect on
lluka's future results and financial condition;

increased costs and schedule delays may adversely
affect lluka's development projects;

if lluka's liquidity and cash flow deteriorate significantly,
it could adversely affect lluka's ability to fund its major
capital programs;

lluka may not recover its investments in mining assets,
which may require financial write-downs;

the commercial counterparties lluka transacts with
may not meet their obligations which may negatively
impact lluka's results;

cost pressures and reduced productivity could
negatively impact lluka's operating margins and
expansion plans;

unexpected natural and operational catastrophes may
adversely impact lluka's operations;

breaches in lluka's information technology security
processes may adversely impact the conduct of lluka's
business activities;

health, safety, environment and community incidents
or accidents and related regulations may adversely
affect lluka's operations and reputation or licence to
operate;

climate change and greenhouse gas effects may
adversely impact lluka's operations and markets; and

a breach of lluka's governance processes may lead to
regulatory penalties and loss of reputation.
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5.1 CONDITIONS PRECEDENT
TO THE DEMERGER

Implementation of the Demerger remains subject to a
number of conditions being satisfied or waived. The key
conditions are summarised below:

a. therequisite majority of the lluka Shareholders passing
the Demerger Resolution;

b. no order or injunction being issued by any court of
competent jurisdiction and no other legal restraining
order or prohibition preventing the Demerger being in
effect;

c. allregulatory approvals required for the Demerger
being obtained (either unconditionally or on conditions
reasonably satisfactory to lluka and Sierra Rutile);

d. the establishment of a US$45 million cash funded
rehabilitation trust in respect of the Sierra Rutile
Group's estimated environmental rehabilitation
liabilities as at 31 December 2021; and

e. ASXapproving the admission of Sierra Rutile to the
ASX Official List and granting permission for official
quotation of Sierra Rutile Shares on ASX.

The end date for satisfaction or waiver of these conditions
is 30 September 2022 (or such other date determined by
lluka and Sierra Rutile).

ILUKA RESTRUCTURE
AND SIERRA RUTILE
SEPARATION

5.2.1 OVERVIEW

To establish Sierra Rutile Group as the owner of the

Sierra Rutile business as described in Section 2, asset
and share transfers and other commercial arrangements
have been, or will be, implemented in connection with the
Demerger. Agreements to enable these steps have been
entered into and completion of the steps will occur before
implementation of the Demerger. A summary of these
agreements is set out in Section 5.9.1.

5.2

5.2.2 CAPITAL STRUCTURE AND FUNDING

As part of the implementation of the Demerger, it is
necessary to establish an appropriate, standalone capital
structure for Sierra Rutile.

Accordingly:

e allinter-company loans between Sierra Rutile and lluka
will be repaid, eliminated or discharged prior to the
implementation of the Demerger; and

e Sierra Rutile will have no debt and a cash balance of
approximately US$20.7 million (at 31 May 2022), post
pro forma adjustments.

Other than in connection with the capital restructuring of
Sierra Rutile required for the Demerger and to satisfy the
remuneration commitments made to its executives, Sierra
Rutile has not issued any capital for the three months
before the date of this Demerger Booklet and does not
expect that it will need to raise any capital in the three
months after the date of this Demerger Booklet.

5.2.3 DEED OF CROSS GUARANTEE

lluka and certain of its subsidiaries are parties to a deed

of cross guarantee in accordance with ASIC Corporations
(Wholly owned Companies) Instrument 2016/785. Sierra
Rutile is a party to the lluka deed of cross guarantee. A
revocation deed will be lodged with ASIC on the date of this
Demerger Booklet to revoke the participation of Sierra Rutile
in the lluka deed of cross guarantee. The revocation deed
will take effect on 21 December 2022 provided that no party
to the lluka deed of cross guarantee goes into liquidation
during that six month period after lodgement with ASIC.

5.3 VOTING ON THE
DEMERGER RESOLUTION

The lluka Board has convened the Extraordinary General
Meeting to consider and, if through fit, approve the
Demerger Resolution. The terms of the Demerger
Resolution are set out in the notice convening the
Extraordinary General Meeting in Section 11.

Each lluka Shareholder who is registered on the lluka Share
Register at 5.00pm (AWST) on Wednesday, 20 July 2022 is
entitled to attend the Extraordinary General Meeting and
vote on the Demerger Resolution.

For the Demerger to proceed, the Demerger Resolution
must be approved by a majority of votes cast on the
Demerger Resolution.

IMPLEMENTATION OF
THE DEMERGER

5.4.1 ILUKA STEPS

Itis expected that the Demerger will be implemented on
Thursday, 4 August 2022.

5.4

On the Implementation Date:

e lluka will undertake the Capital Reduction and will apply
the Dividend. The Capital Reduction and Dividend will
be satisfied by the in specie distribution of the Sierra
Rutile Shares to the Eligible Shareholders (and the Sale
Agent in respect of Ineligible Overseas Shareholders
and Selling Shareholders); and

* each Eligible Shareholder (other than Selling
Shareholders) will receive one Sierra Rutile Share for
every lluka Share it is registered as holding as at the
Record Date.
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5.4.2 INELIGIBLE OVERSEAS SHAREHOLDERS

AND SELLING SHAREHOLDERS

In the case of Ineligible Overseas Shareholders and
Selling Shareholders, the Sierra Rutile Shares which those
shareholders would otherwise have received under the
Demerger will be transferred to the Sale Agent to be sold.
The proceeds of sale will be remitted to the Ineligible
Overseas Shareholders and Selling Shareholders, as set
outin Sections 5.5.2 and 5.8.2.

5.4.3 CONFIRMATION OF SIERRA RUTILE

SHAREHOLDINGS

The transfer and distribution of Sierra Rutile Shares
referred to above will be achieved by:

* inthe case of the transfer of Sierra Rutile Shares to
Eligible Shareholders (other than Selling Shareholders)
pursuant to the Demerger, lluka procuring the
execution of and the delivery to Sierra Rutile of the
transfers of the relevant Sierra Rutile Shares, pursuant
to lluka's constitution;

* entryin the Sierra Rutile Share Register of the
names of Eligible Shareholders (other than Selling
Shareholders); and

* lluka procuring the dispatch to Eligible Shareholders
(other than Selling Shareholders) by prepaid post to the
person's address as shown in the lluka Share Register
as at the Record Date (unless directed otherwise
by an Eligible Shareholder), uncertificated holding
statements for the Sierra Rutile Shares transferred
to them under the Demerger. In the case of joint lluka
Shareholders, uncertificated holding statements for
Sierra Rutile Shares will be sent to the address of the
lluka Shareholder whose name appears first in the lluka
Share Register.

Except for the Australian tax file numbers and Australian
business numbers of Eligible Shareholders (other than
Selling Shareholders), any binding instruction or notification
between an Eligible Shareholder (other than a Selling
Shareholder) and lluka relating to lluka Shares as at the
Record Date (including any instruction relating to payment
of dividends or to communications from lluka, including
bank account details, email addresses and communication
preferences) will, unless otherwise determined by Sierra
Rutile, be deemed to be a similarly binding instruction or
notification to Sierra Rutile in respect of relevant Sierra
Rutile Shares until those instructions or notifications are,
in each case, revoked or amended in writing addressed to
Sierra Rutile at its share registry.

Details of the Demerger //

5.4.3.1 CREDITORS

In the opinion of the lluka Directors, the Demerger will not,
if implemented, materially prejudice lluka's ability to pay its
creditors.

The Independent Expert has concluded that the Demerger
will not materially prejudice lluka's ability to pay its
creditors. Refer to Section 8 for the Independent Expert's
Report.

5.5 ENTITLEMENTTO
PARTICIPATE IN THE
DEMERGER

5.5.1 ELIGIBLE SHAREHOLDERS

lluka Shareholders whose addresses are shown in the lluka
Share Register on the Record Date as being in the following
jurisdictions will be Eligible Shareholders and will receive
Sierra Rutile Shares (unless they are Selling Shareholders):

*  Australia, New Zealand, Hong Kong, Singapore, the
United Kingdom or the United States; and

e any other jurisdiction in which lluka reasonably believes
itis not prohibited or unduly onerous or impractical to
implement the Demerger and to transfer Sierra Rutile
Shares to the lluka Shareholder.

Certain Eligible Shareholders are entitled to participate in
the Sale Facility — see Section 5.8.

5.5.2 INELIGIBLE OVERSEAS SHAREHOLDERS

Ineligible Overseas Shareholders are lluka Shareholders
whose addresses are shown in the lluka Share Register on
the Record Date as being in a jurisdiction outside the other
jurisdictions referred to in Section 5.5.1.

Sierra Rutile Shares will not be transferred or distributed
to Ineligible Overseas Shareholders. Instead, Sierra Rutile
Shares which the Ineligible Overseas Shareholders would
otherwise have received will be transferred to the Sale
Agent to be sold under the Sale Facility.

Refer to Section 5.8 for more information on how the Sale
Facility will operate.

5.5.3 DEALINGS IN ILUKA SHARES

lluka Shareholders as at the Record Date will be eligible to
participate in the Demerger (although the way in which an
individual lluka Shareholder participates will depend on
whether that shareholder is an Eligible Shareholder or an
Ineligible Overseas Shareholder or a Selling Shareholder).

For the purposes of determining which lluka Shareholders
are eligible to participate in the Demerger, dealings in lluka
Shares will be recognised only if:
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* inthe case of dealings of the type to be effected using
CHESS, the transferee is registered as the holder of
lluka Shares on the Record Date (or registered before
the Record Date and remains registered on that date);
and

* inall other cases, registrable transmission applications
or transfers in respect of those dealings are received
by lluka before the Record Date with sufficient time to
allow for registration of the transferee on the Record
Date (or registered before the Record Date and
remains registered on that date).

For the purpose of determining entitlements under the
Demerger, lluka will not accept for registration or recognise
any transfer or transmission application in respect of lluka
Shares received after the Record Date.

5.5.4 PARTICIPANTS IN ILUKA EMPLOYEE

INCENTIVE PLANS

Refer to Section 5.6 for the treatment of participants in

the lluka employee incentive plans on the Record Date.
Participants in the lluka employee incentive plans on the
Record Date whose addresses are shown in the lluka Share
Register or employee share trusts register (as applicable)
on the Record Date as being in the following jurisdictions
will be Eligible Shareholders:

*  Australia, New Zealand, Hong Kong, Singapore, the
United Kingdom or the United States; or

e any other jurisdiction in which lluka reasonably believes
it is not prohibited or unduly onerous or impractical to
implement the Demerger and to transfer or distribute
Sierra Rutile Shares.

Any other participants holding lluka Shares in the lluka
employee incentive plans on the Record Date whose
addresses are shown in the lluka Share Register or
employee share trusts register (as applicable) on the
Record Date as being in a jurisdiction outside these
jurisdictions will be Ineligible Overseas Shareholders. Sierra
Rutile Shares to which the Ineligible Overseas Shareholders
would otherwise have been entitled will be transferred to
the Sale Agent to be sold under the Sale Facility.

Refer to Section 5.8 for more information on how the Sale
Facility will operate.

5.6 TREATMENT OF
LEGACY ILUKA
EMPLOYEE INCENTIVE
ARRANGEMENTS FOR
CONTINUING ILUKA
GROUP EMPLOYEES

lluka currently has various employee incentive awards on
foot, which will each be impacted by the Demerger. The
current employee incentive and equity arrangements on
foot at the time of Demerger include awards under the
following employee incentive plans:

e Executive Incentive Plan (EIP);
¢ Short Term Incentive Plan (STIP); and
e Strategic Award Plan.

This Section outlines the proposed treatment of incentives
on foot for employees that will continue to be employed by
the lluka Group.

In general, restricted lluka Share awards will be treated in
the same way as other lluka Shares on implementation

of the Demerger. However performance rights, restricted
rights, cash units and performance units granted under
other lluka equity incentive plans do not carry a right

to participate in the Demerger. The lluka Board has
determined the treatments set out in the following table

in order to preserve the overall value of the incentives
following the Demerger, and to ensure that participants are
not disadvantaged by the Demerger.
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Award

Award Type

Scheduled vesting date(s)

Details of the Demerger //

Treatment on demerger of Sierra Rutile

STIP -2020 and
2021 awards

Restricted lluka
Shares

1/03/2023 and 1/03/2024

Restricted lluka Shares held by, or on behalf of,
participants will participate in the Demerger and
participants will be allocated one Sierra Rutile
Share for each lluka Share held prior to the
Demerger.

Sierra Rutile Shares allocated to participants will
not be subject to any holding lock.

STIP -2020 and
2021 awards

lluka cash units

1/03/2023 and 1/03/2024

Cash units will remain on foot, subject to the
original terms, however the cash payment
received on vesting will be determined based on
the combined value of lluka Shares and Sierra
Rutile Shares at the scheduled vesting date.

EIP -2019 award

lluka performance 1/03/2023
units
lluka performance 1/03/2023

cash units

The RTSR performance condition will be adjusted
to capture the performance of both lluka and
Sierra Rutile for the remainder of the performance
period post Demerger (which is expected to be
the last four months of the four-year performance
period). This reflects the decisions made by
current management will have a directimpact on
the initial performance of Sierra Rutile.

Participants will also receive an additional award

in the form of performance rights/units to reflect
the dilution in the value of lluka shares after Sierra
Rutile is demerged. The additional award will be
calculated as follows: the number of performance
rights/units held before the Demerger multiplied
by ((the lluka five-day VWAP plus Sierra Rutile five-
day VWAP) divided by the lluka five-day VWAP)
minus the number of performance rights/units
held prior to demerger.

The additional grants will be made shortly after
the Demerger on substantially the same terms as
the participant's original awards (with the adjusted
relative RTSR condition).
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Award Award Type

Scheduled vesting date(s)

Treatment on demerger of Sierra Rutile

EIP-2020and  |luka performance
2021 awards units

1/03/2025 and 1/03/2026

lluka performance
cash units

1/03/2025 and 1/03/2026

The RTSR performance condition will be adjusted
so that the combined performance of lluka and
Sierra Rutile is tracked prior to Demerger, and post
Demerger only the lluka performance is measured
(i.e. excluding Sierra Rutile). This is so that the
outcome will reflect the performance over which
participants have reasonable control/oversight.

Participants will also receive an additional award

in the form of performance rights/units to reflect
the dilution in the value of lluka shares after Sierra
Rutile is demerged. The additional award will be
calculated as follows: the number of performance
rights/units held before the Demerger multiplied
by ((the lluka five-day VWAP plus Sierra Rutile five-
day VWAP) divided by the lluka five-day VWAP)
minus the number of performance rights/units
held prior to demerger.

The additional grants will be made shortly after
the Demerger on substantially the same terms as
the participant's original awards (with the adjusted
relative RTSR condition).

EIP-2019, 2020 ||uka restricted
and 2021 awards rights

1/03/2023. 1/03/2024,
1/03/2025 and 1/03/2026

Strategic Award  ||uka restricted
Plan rights

Various

Participants will receive an additional award in
the form of restricted rights to reflect the dilution
in the value of lluka shares after Sierra Rutile is
demerged. The additional award will be calculated
as follows: the number of restricted rights held
before the Demerger multiplied by ((the lluka
five-day VWAP plus Sierra Rutile five-day VWAP)
divided by the lluka five-day VWAP) minus the
number of restricted rights held prior to the
demerger. The additional grants will be made
shortly after the Demerger on substantially the
same terms as the participants original awards.
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5.7 ASXTRADING IN ILUKA
AND SIERRA RUTILE
SHARES

If the Demerger Resolution is passed by lluka Shareholders
and the other conditions to the Demerger are satisfied then:

e onthe Business Day prior to the Record Date
(expected to be Thursday, 28 July 2022):

* lluka Shares are expected to commence trading ex
the entitlement to receive Sierra Rutile Shares; and

e trading in Sierra Rutile Shares on the ASX on
a deferred settlement basis is expected to
commence for Eligible Shareholders (other than
Selling Shareholders);

* onthelmplementation Date, the Demerger will
be implemented and Sierra Rutile Shares will be
transferred as described in Section 5.4.3.

5.8 SALE FACILITY

5.8.1 SELLING SHAREHOLDERS

Eligible Shareholders who hold 2,000 lluka Shares or less
as at the Record Date may elect to have all the Sierra
Rutile Shares that they would otherwise receive sold by
the Sale Agent and the proceeds remitted to them as soon
as practicable following the sale of those shares (which is
expected to occur on or before 21 September 2022), free
of any brokerage costs or stamp duty.

Small Shareholders who wish to participate in the Sale
Facility should complete and return the Sale Facility

Form using the enclosed reply paid envelope, or by

fax on (03) 9473 2093 (within Australia) or +61 3 9473

2093 (international) or by email to corpactprocessing@
computershare.com.au so that it is received by the lluka
Share Registry by 3.00pm (AWST) on Monday, 25 July 2022.

5.8.2 INELIGIBLE OVERSEAS SHAREHOLDERS

Ineligible Overseas Shareholders will continue to be
entitled to hold their lluka Shares. However, the Sierra Rutile
Shares which they would otherwise have received will be
transferred to the Sale Agent and sold, with the proceeds
remitted to them as soon as practicable following the sale
of those shares (which is expected to occur on or before

21 September 2022), free of any brokerage costs or stamp
duty.

The payment of the proceeds from the sale of Sierra Rutile
Shares will be in full satisfaction of the rights of Ineligible
Overseas Shareholders under the Capital Reduction and
Dividend.

Details of the Demerger //

5.8.3 OPERATION OF THE SALE FACILITY

Under the Sale Facility, the Sale Agent will sell Sierra Rutile
Shares during the sale period (which is expected to be from
4 August 2022 to 5 September 2022) at the price the Sale
Agent determines.

As the market price of Sierra Rutile Shares will be subject
to change from time to time, the sale price of those Sierra
Rutile Shares and the proceeds of that sale cannot be
guaranteed. Ineligible Overseas Shareholders and Selling
Shareholders will be able to obtain information on the
market price of Sierra Rutile Shares on the ASX's website at
wWww.asx.com.au.

The proceeds received by the Sale Agent will then, as

soon as practicable, be distributed to Ineligible Overseas
Shareholders and Selling Shareholders by making a deposit
into an account with an Australian bank nominated by the
Ineligible Overseas Shareholder or Selling Shareholder
with the lluka Share Registry as at the Record Date. If the
Ineligible Overseas Shareholder or Selling Shareholder
does not have a nominated Australian bank account with
the lluka Share Registry as at the Record Date, the Ineligible
Overseas Shareholder or Selling Shareholder will be sent a
cheque drawn on an Australian bank in Australian currency
for the proceeds of sale. If the relevant Ineligible Overseas
Shareholder’s or Selling Shareholder's whereabouts are
unknown as at the Record Date, the proceeds will be paid
into a separate bank account and held until claimed or
applied under laws dealing with unclaimed money.

The amount of money received by each Ineligible Overseas
Shareholder and Selling Shareholder will be calculated

on an averaged basis so that all Ineligible Overseas
Shareholders and Selling Shareholders will receive

the same price in Australian dollars per Sierra Rutile

Share, subject to rounding to the nearest whole cent.
Consequently, the amount received by Ineligible Overseas
Shareholders and Selling Shareholders for each Sierra
Rutile Share may be more or less than the actual price that
is received by the Sale Agent for that particular Sierra Rutile
Share.

5.9 DEMERGER AGREEMENTS

The key transaction documents to give effect to the
Demerger are summarised below.

Not all of the transactions underlying the Corporate
Restructure have been entered into or effected on the
same terms as could have been obtained from third parties.
In particular, agreements for the transactions underlying
the Corporate Restructure have not included terms such as
certain warranties that might have been obtained from third
parties. This reflects the nature of the Demerger (which

is unlike a sale to a third party) and the desire of the lluka
Board to appropriately allocate the risks and benefits of
these arrangements between the Sierra Rutile Group and
the lluka Group.
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5.9.1 RESTRUCTURE DOCUMENTS

lluka and Sierra Rutile have entered into the Restructure
Documents to procure that all steps necessary to effect
the Corporate Restructure are undertaken prior to the
Implementation Date.

Under the Restructure Documents, the relevant lluka Group
Member and Sierra Rutile Group Member have procured
the transfer of:

¢ allthe shares in Sierra Rutile to lluka Resources
Limited, as described in Section 5.2; and

¢ allthe shares in Sierra Rutile International UK Limited to
Sierra Rutile; and

¢ all the shares in Sierra Rutile International South Africa
(Pty) Ltd to Sierra Rutile.

5.9.2 DEMERGER IMPLEMENTATION DEED

The Implementation Deed entered into on or about the date
of this Demerger Booklet between lluka and Sierra Rutile
sets out certain steps required to be taken by each of them
to give effect to the Demerger.

The key terms of the Implementation Deed are as follows:

* (conditions) the obligations of lluka and Sierra
Rutile under the deed are subject to the conditions
summarised in Section 5.1 being satisfied or waived;

* (joint obligations) lluka and Sierra Rutile have certain
joint obligations in relation to the Demerger including to:

e apply for all regulatory approvals required for the
Demerger;

e prepare the disclosure documents to be sent to
lluka Shareholders or required for the Sierra Rutile
Listing, and use reasonable endeavours to ensure
that those disclosure documents comply with
applicable laws;

e cause the Sierra Rutile Board to comprise only the
persons named in Section 3.23.1 as directors of
Sierra Rutile by the Effective Date of the Demerger;
and

* usereasonable endeavours to effect the
Demerger in accordance with an agreed timetable;

¢ (lluka obligations) lluka must take all reasonable steps
within its control to implement the Demerger, including:

e convening the Extraordinary General Meeting and
declare the Dividend;
e procuring the transfer of Sierra Rutile Shares

to lluka Shareholders on implementation of the
Demerger; and

e procuring the sale of Sierra Rutile Shares by the
Sale Agent for Ineligible Overseas Shareholders
and Selling Shareholders;

* (Sierra Rutile obligations) Sierra Rutile must take all
reasonable steps within its control to implement the
Demerger, including:

* registering the Sierra Rutile Shareholders and
issuing holding statements to those holders as
contemplated in Section 5.4.3; and

* applying for admission to the Official List of ASX
and for quotation of the Sierra Rutile Shares on
ASX; and

* (termination) the obligations of lluka and Sierra
Rutile under the deed will automatically terminate if
the Demerger is not implemented on or before 30
September 2022 (or such later date agreed by lluka
and Sierra Rutile).

5.9.3 DEMERGER SEPARATION DEED

The Separation Deed entered into between lluka and Sierra
Rutile deals with certain issues arising in connection with
the separation of Sierra Rutile from the lluka Group.

The key terms of the Separation Deed are as follows:

* (Demerger principle) the fundamental underlying
principle of the Demerger is that:

* the Sierra Rutile Group will have the entire
economic benefit and risk of the Sierra Rutile
Business, as if the Sierra Rutile Group and not the
lluka Group had owned that business at all times;
and

* the lluka Group will have the entire economic
benefit and risk of the lluka Business, as if the lluka
Group and not the Sierra Rutile Group had owned
that business at all times;

* (rights and obligations) to give effect to the Demerger
principle, lluka and Sierra Rutile agree that once the
Demerger is implemented, no member of the lluka
Group will have any rights against, or obligations to,
any member of the Sierra Rutile Group and no member
of the Sierra Rutile Group will have any rights against,
or obligations to, any member of the lluka Group other
than in respect of arrangements which the parties have
agreed will continue after the implementation of the
Demerger;

* (inter-company loans) immediately prior to the
Implementation Date, all inter-company loans between
one or more lluka Group Members and one or more
Sierra Rutile Group Members will be settled or forgiven;

* (assumption of liabilities) consistent with the
Demerger principle:
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e lluka willassume and be responsible for all
liabilities relating to the lluka Business and lluka
indemnifies the Sierra Rutile Group against all
claims and liabilities relating to that business,
except to the extent such liabilities are attributable
to fraud, wilful misconduct or bad faith on the part
of any Sierra Rutile Group Member; and

*  Sierra Rutile will assume and be responsible for
all liabilities relating to the Sierra Rutile Business
and indemnifies the lluka Group against all claims
and liabilities relating to that business, except to
the extent such liabilities are attributable to fraud,
wilful misconduct or bad faith on the party of the
lluka Group Member;

(releases and indemnities) lluka and Sierra Rutile
agree to the releases and indemnities required to give
effect to the Demerger principle;

(assets) if any asset which exclusively relates to:

* the Sierra Rutile Business is identified as being
owned by the lluka Group then, subject to certain
limitations and qualifications, the Separation Deed
imposes obligations on lluka to transfer, assign
or grant rights over that asset to the Sierra Rutile
Group for nil or nominal consideration; and

* the lluka Business is identified as being owned
by the Sierra Rutile Group then, subject to certain
limitations and qualifications, the Separation Deed
imposes obligations on Sierra Rutile to transfer,
assign or grant rights over that asset to the lluka
Group for nil or nominal consideration;

(Demerger costs) the Separation Deed sets out
responsibility for Demerger transaction costs; and

(records and data) other than business records which
are exclusively used by, or exclusively relate to, the
business to be conducted by Sierra Rutile (which will
be owned by Sierra Rutile), all business records will

be owned by lluka. Each party will be obliged to make
available relevant business records and data which
relate to the other party's business following the
Demerger.

Details of the Demerger //

5.9.4 TRANSITIONAL SERVICES AGREEMENT

Sierra Rutile's business is currently supported by lluka's
Sierra Rutile corporate services infrastructure.

The master services agreement between lluka and SRL
under which lluka and SRL provide services to each other
on a cost plus margin basis and lluka recharges certain
matters to SRL will continue until implementation of the
Demerger, at which time it will be terminated.

lluka and Sierra Rutile have agreed to enter into a
transitional services agreement under which lluka has
agreed to continue to provide some of these services on a
transitional basis to Sierra Rutile Group for up to 12 months
following implementation of the Demerger.

Sierra Rutile must reimburse lluka for the provision of these
services at cost.

Either party may terminate the transitional services
agreement agreement or a particular service for a material
breach by the other party or if the other party suffers an
insolvency event.

5.9.5 IMPLICATIONS IF THE DEMERGER DOES

NOT PROCEED

If lluka Shareholders do not approve the Capital Reduction
or any of the other conditions of the Demerger are not
satisfied or waived, the Demerger will not proceed.

In that event:

* the Capital Reduction will not proceed and the
Dividend will not be declared;

* lluka Shareholders will not receive Sierra Rutile Shares
(or in the case of Selling Shareholders and Ineligible
Overseas Shareholders, they will not receive the
proceeds from the sale of Sierra Rutile Shares);

e lluka Shareholders will retain their current holding of
lluka Shares (unless they otherwise sell such shares);

o lluka will continue to own Sierra Rutile which will
continue to hold the Sierra Rutile business referred to
in Section 2;

* the advantages of the Demerger, as described in
Section 1.3, will not be realised;

e the disadvantages and risks of the Demerger
described in Sections 1.4 and 1.5 will not arise;

e lluka will incur transaction costs of approximately
A$3.4 million; and

e lluka will have incurred separation costs of
approximately A$0.7 million.
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6.1 INTRODUCTION

The following is a general summary of the Australian
income tax, GST and stamp duty implications expected to
arise for certain lluka Shareholders under the Demerger.

As this summary is necessarily general in nature, lluka
Shareholders should consult with a professional tax advisor
regarding their particular circumstances.

This tax summary only addresses the position of lluka
Shareholders who:

e areregistered on the lluka Share Register as the
holders of lluka Shares at the Record Date;

e hold their lluka Shares on capital account, i.e. not on
revenue account or as trading stock;

* have not elected for the TOFA provisions in Division
230 of the Income Tax Assessment Act 1997 to apply
in respect of their lluka Shares; and

e did not acquire their lluka Shares under an lluka
Employee Share Plan.

This tax summary does not address any tax consequence
arising under the laws of jurisdictions other than Australia.

This tax summary is based on Australian tax laws and
regulations, interpretations of such laws and regulations,
and administrative practice as at the date of this Demerger
Booklet.

The comments in this Section are generally directed at
lluka Shareholders who are Australian tax residents (and are
not tax residents in any other country), and who acquired,
or are taken to have acquired, their lluka Shares on or after
20 September 1985 (Post-CGT lluka Shares).

However, where relevant, specific comments have been
made regarding:

e non-resident lluka Shareholders who (i) do not hold
their lluka Shares in carrying on business through a
permanent establishment in Australia; or (ii) did not
make an election to treat their lluka Shares as taxable
Australian property under section 104-165 of the
Income Tax Assessment Act 1997 when they ceased
to be an Australian resident (Residency Election); and

e lluka Shareholders who acquired, or are taken to have
acquired, their lluka Shares before 20 September 1985
(Pre-CGT lluka Shares).

A non-resident lluka Shareholder who, together with any
tax law associates, owns, or has owned, 10% or more of the
shares in lluka should seek their own advice.

Taxation implications //

6.2 CLASS RULING

lluka has applied to the Australian Commissioner of
Taxation (Commissioner) for a class ruling confirming
certain income tax implications of the Demerger for lluka
Shareholders.

A class ruling will only be received from the Commissioner
after the Implementation Date for the Demerger.
Accordingly, the information below includes the
implications for lluka Shareholders where:

e demerger tax relief under Division 125 of the Income
Tax Assessment Act 1997 applies to the Demerger
(Demerger Tax Relief); and

*  Demerger Tax Relief is not available or a s.45B
determination is made.

6.3 SUMMARY OF EXPECTED
OUTCOMES

On the Implementation Date:

e lluka will undertake the Capital Reduction and will
determine to pay the Dividend. The Capital Reduction
and Dividend will not be paid in cash, but will be
effected by a distribution of Sierra Rutile Shares.

e Each lluka Shareholder (other than Ineligible Overseas
Shareholders and Selling Shareholders) will receive
one Sierra Rutile Share for every lluka Share itis
registered as holding as at the Record Date.

In the case of Ineligible Overseas Shareholders and

Selling Shareholders, the Sierra Rutile Shares which those
shareholders would otherwise have received under the
Demerger will be transferred to the Sale Agent to be sold
on the ASX. The proceeds of sale will be remitted to the
Ineligible Overseas Shareholders and Selling Shareholders.

The expected Australian income tax consequences of the
Demerger for Australian resident lluka Shareholders are
summarised below:
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Issue Australian income tax consequence (assuming Demerger Tax Refer

Relief applies)
Is the Dividend assessable?  You will not be assessed on the Dividend. Section 6.4.1
Does the Capital Reduction  |f you choose Demerger Tax Relief, you will be able to disregard any Section 6.4.2
give rise to capital gains tax  capital gain that arises from the Capital Reduction.
(CGT) consequences?

If you do not choose Demerger Tax Relief, a capital gain may arise.

You may be entitled to discount CGT treatment on any capital gain

if you held your lluka Shares for at least 12 months before the

Implementation Date.
How do | determine the cost  You must apportion the tax cost base of your lluka Shares just before ~ Section 6.4.3
base of the lluka Shares and  the Demerger between the lluka Shares and the Sierra Rutile Shares
Sierra Rutile Shares? held just after the Demerger.

Further information will be given to you to assist in this

apportionment.
When am | taken to have You may be entitled to the CGT discount on the subsequent disposal ~ Section 6.4.4

acquired my Sierra Rutile
Shares for CGT discount
purposes?

of the Sierra Rutile Shares if the Sierra Rutile Shares are taken to have
been held for 12 months or more.

For these purposes, you will be treated as having acquired the
corresponding Sierra Rutile Shares on the same date as your lluka
Shares.

Does it make a difference if
my lluka Shares are Pre-CGT
lluka Shares?

If you hold Pre-CGT lluka Shares:

* no CGT consequences should arise for you in respect of your
Pre-CGT lluka Shares;

e if you choose Demerger Tax Relief, you will be able to treat your
corresponding Sierra Rutile Shares as pre-CGT assets; and

e if you do not choose Demerger Tax Relief, your tax cost base in
your Sierra Rutile Shares will be equal to their market value on
the Implementation Date. You will be treated as having acquired
your corresponding Sierra Rutile Shares on the Implementation
Date.

Sections 6.4.2.2,
6.4.3and 6.4.4

What happens if | sell my
Sierra Rutile Shares under
the Sale Facility?

The Australian income tax implication of the Demerger outlined
above should apply equally to you if your Sierra Rutile Shares are sold
by the Sale Agent under the Sale Facility.

You may also make a capital gain or capital loss on the disposal of the
Sierra Rutile Shares under the Sale Facility.

Section 6.7

The Australian income tax outcomes for Australian resident lluka Shareholders will be different if the Commissioner rules
that Demerger Tax Relief is not available or that a s.45B determination will be made - refer to Section 6.5 below for further

details.
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6.4 |IF DEMERGER TAX RELIEF

IS AVAILABLE

6.4.1 DIVIDEND

The Dividend will not be assessable to Australian resident
lluka Shareholders.

For non-resident lluka Shareholders, the Dividend should
not be assessable income in Australia nor subject to
dividend withholding tax.

6.4.2 CAPITAL REDUCTION - CGT
CONSEQUENCES
6.4.2.1 AUSTRALIAN RESIDENT ILUKA

SHAREHOLDERS WITH POST-CGT ILUKA
SHARES

Australian resident lluka Shareholders should generally be
eligible to choose Demerger Tax Relief in respect of their
lluka Shares.

An lluka Shareholder who chooses Demerger Tax Relief
will be able to disregard any capital gain that arises under
CGT event G1 (capital payment for shares) from the Capital
Reduction.

The way an lluka Shareholder prepares its income tax
return will be sufficient evidence of the making of a choice
to obtain Demerger Tax Relief. No formal election is
required.

CGT event G1 will happen on the Implementation Date for
lluka Shareholders who hold Post-CGT lluka Shares and
who do not choose Demerger Tax Relief in respect of their
Sierra Rutile Shares:

e Under CGT event G1, a capital gain will arise to the
extent (if any) that the Capital Reduction Amountin
respect of that lluka Share exceeds the cost base of
that share.

e Australian resident lluka Shareholders may be entitled
to discount CGT treatment on any capital gain arising
in respect of the Capital Reduction. Discount CGT
treatment is available for an Australian resident lluka
Shareholder that is an individual, trust, or complying
superannuation entity and who acquired their lluka
Shares at least 12 months before the Implementation
Date. The discount factor will vary depending on the
tax profile of the lluka Shareholder. Specifically, the
discount factor for resident individuals and trusts is 1/2
and for complying superannuation entities is 1/3.

6.4.2.2 PRE-CGT ILUKA SHARES

No CGT consequences should arise for lluka Shareholders
in respect of Pre-CGT lluka Shares.

6.4.2.3 NON-RESIDENT ILUKA SHAREHOLDERS
For a non-resident lluka Shareholder who does not hold

Taxation implications //

their lluka Shares in carrying on a business through a
permanent establishment in Australia and has not made a
Residency Election, CGT consequences should arise only if:

e thatlluka Shareholder together with its tax law
associates held 10% or more of the lluka Shares at the
time of disposal or for any continuous 12 month period
within two years preceding the disposal (referred to as
a "non-portfolio interest” in lluka); and

* more than 50% of lluka's value is attributable to
direct or indirect interests in “taxable Australian real
property” (as defined in the Income Tax Assessment
Act 1997).

Non-resident lluka Shareholders who hold (or have held)

a non-portfolio interest should obtain independent
professional advice as to the tax implications of the Capital
Reduction.

6.4.3 CGT COST BASE IN ILUKA SHARES AND

SIERRA RUTILE SHARES

Irrespective of whether Demerger Tax Relief is chosen,
Australian resident lluka Shareholders who hold Post-CGT
lluka Shares must apportion the tax cost base of their Post-
CGT lluka Shares just before the Demerger between the
Post-CGT lluka Shares and Sierra Rutile Shares held just
after the Demerger.

The first element of the tax cost base of each Post-CGT
lluka Share and corresponding Sierra Rutile Share held
by an Australian resident lluka Shareholder just after the
Demerger will be determined as follows:

e calculate the total of the cost bases of Post-CGT lluka
Shares held (worked out just before the Demerger); and

* apportion the result of the above calculation between
the Post-CGT lluka Shares and corresponding
Sierra Rutile Shares held just after the Demerger,
having regard to the market values (or a reasonable
approximation thereof) of the shares just after the
Demerger. lluka will provide lluka Shareholders
with information to assist them in determining the
respective cost bases of their lluka Shares and
corresponding Sierra Rutile Shares on the lluka
website (www.iluka.com) following the Demerger.

The tax cost base of Sierra Rutile Shares in relation to
Australian resident lluka Shareholders that hold Pre-CGT
lluka Shares is as follows:

e if Demerger Tax Relief is chosen, lluka Shareholders will
be able to treat their Sierra Rutile Shares as pre-CGT
assets (discussed further below in Section 6.4.4); and

» if Demerger Tax Relief is not chosen, lluka
Shareholders will have a first element tax cost base
and reduced cost base in their Sierra Rutile Shares
equal to their market value on the Implementation
Date.
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6.4.4  TIME OF ACQUISITION OF SIERRA

RUTILE SHARES

For lluka Shareholders who may be entitled to the CGT
discount on the subsequent disposal of their Sierra Rutile
Shares, irrespective of whether Demerger Tax Relief is
chosen, these shareholders will be treated as having
acquired the corresponding Sierra Rutile Shares on the
same date as their lluka Shares.

lluka Shareholders that hold Pre-CGT lluka Shares and
choose Demerger Tax Relief will be treated as having
acquired the corresponding Sierra Rutile Shares before
20 September 1985, i.e. the corresponding Sierra Rutile
Shares will be treated as pre-CGT assets.

lluka Shareholders that hold Pre-CGT lluka Shares and do
not choose Demerger Tax Relief will be treated as having
acquired the corresponding Sierra Rutile Shares on the
Implementation Date.

6.5 |IF DEMERGER TAX RELIEF
IS NOT AVAILABLE

If the Commissioner rules that Demerger Tax Relief is not
available, Australian resident lluka Shareholders:

e will be required to include the Dividend in their
assessable income;

e will make a capital gain under CGT event G1 to the
extent (if any) that the Capital Reduction Amount
received by the lluka Shareholder exceeds the cost
base of their lluka Shares;

¢ will have afirst element tax cost base and reduced
cost base in their Sierra Rutile Shares equal to their
market value on the Implementation Date; and

*  will be taken to have acquired their Sierra Rutile Shares
on the Implementation Date for the purposes of
determining eligibility for the CGT discount.

If the Commissioner does make a s.45B determination, the
following consequences may apply for lluka Shareholders:

e the Dividend may be assessable income; and/or

e the Capital Reduction may be treated as an unfranked
dividend.

6.6 HOLDING SIERRA RUTILE
SHARES AFTER THE
DEMERGER

The Australian income tax consequences for holding Sierra
Rutile Shares should generally be the same as holding lluka
Shares.

6.6.1 DIVIDENDS

Australian resident Sierra Rutile Shareholders will be
required to include dividends in respect of Sierra Rutile
Shares in their assessable income for the income year in
which the dividends are received.

Dividends may be franked to the extent determined by
Sierra Rutile.

For Australian resident Sierra Rutile Shareholders:

* subject to the “"qualified person” rules, the Sierra Rutile
Shareholder should include any franking credits in
their assessable income and should be entitled to a tax
offset equal to the franking credits received;

e aSierra Rutile Shareholder that is an individual or
complying superannuation entity may be able to
receive a tax refund in a particular year if the franking
credits attached to the dividend exceed the tax
payable on the Sierra Rutile Shareholder’s total taxable
income for that income year;

* aSierraRutile Shareholder that is a company will
not be entitled to a tax refund of excess franking
credits. Rather, the excess franking credits may be
converted to a tax loss which can be carried forward to
future years (subject to the Sierra Rutile Shareholder
satisfying certain loss carry forward rules); and

*  Sierra Rutile Shareholders that are trusts should obtain
their own advice on the Australian tax treatment of
dividends received from Sierra Rutile and any franking
credits attached.

For non-resident Sierra Rutile Shareholders:

* tothe extent adividend is franked, no dividend
withholding tax (DWT) should arise; and

* tothe extentadividend is unfranked, DWT of 30 per
cent will arise subject to reduction under relevant
double tax agreements between Australia and the
country of residence of the shareholder.

6.6.2 SALE OF SIERRA RUTILE SHARES

Australian resident Sierra Rutile Shareholders will make a
capital gain or capital loss depending on whether the sale
proceeds from the disposal of their Sierra Rutile Shares
exceed the cost base of the shares sold.

Assuming Demerger Tax Relief is available, for the purpose
of determining the CGT consequences from a sale of the
Sierra Rutile Shares:

e the cost base of the Sierra Rutile Shares will be as
outlined in Section 6.4.3;

e for the purpose of determining whether the Sierra
Rutile Shares are held for 12 months or more for the
purpose of the CGT discount, shareholders will be
treated as having acquired the corresponding Sierra
Rutile Shares on the same date as their lluka Shares
(see Section 6.4.4); and
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e any capital gain or capital loss on the disposal of Sierra
Rutile Shares deemed to have been acquired before 20
September 1985 will be disregarded.

A non-resident Sierra Rutile Shareholder should not be
subject to CGT unless their Sierra Rutile Shares are held via
an Australian permanent establishment.

6.7 SALE FACILITY

The Australian income tax implications of the Demerger
outlined in Sections 6.4 and 6.5 should apply equally to
Selling Shareholders whose Sierra Rutile Shares are sold by
the Sale Agent on the ASX under the Sale Facility.

Under the Sale Facility, Selling Shareholders should be
regarded for CGT purposes as having disposed of their
Sierra Rutile Shares under CGT event A1 (disposal of a
CGT asset). The disposal proceeds will equal the proceeds
received under the Sale Facility.

Assuming Demerger Tax Relief is available, for the purpose
of determining whether a capital gain or capital loss arises:

e the cost base of the Sierra Rutile Shares will be as
outlined in Section 6.4.3;

*  for the purpose of determining whether the Sierra
Rutile Shares are held for 12 months or more for the
purpose of the CGT discount, shareholders will be
treated as having acquired the corresponding Sierra
Rutile Shares on the same date as their lluka Shares
(see Section 6.4.4); and

e any capital gain or capital loss on the disposal of Sierra
Rutile Shares deemed to have been acquired before 20
September 1985 will be disregarded.

No Australian income tax consequences should arise for
Selling Shareholders who are non-residents unless their
Sierra Rutile Shares are held via an Australian permanent
establishment.

Taxation implications //

6.8 OTHER MATTERS

6.8.1 AUSTRALIAN TAX FILE NUMBER (TFN)
AND AUSTRALIAN BUSINESS NUMBER
(ABN)

Following the Demerger, it is expected that lluka
Shareholders will be given the opportunity to quote their
TFN, TFN exemption or their ABN in respect of Sierra Rutile
Shares. These numbers will not be transferred or otherwise
provided to Sierra Rutile.

lluka Shareholders need not quote a TFN, TFN exemption
or ABN in respect of their Sierra Rutile Shares. However, if
they do not, then TFN withholding may be required to be
deducted from any dividends paid by Sierra Rutile at the
highest marginal tax rate plus the medicate levy (currently
47 per cent in total).

6.8.2 GST

No GST should be payable by lluka Shareholders in relation
to their participation in the Demerger.

However, the eligibility for lluka Shareholders to claim

full or partial input tax credits in relation to GST incurred
on advisor fees and other costs relating to their
participation in the Demerger will depend on the individual
circumstances of each shareholder.

6.8.3 STAMPDUTY

No stamp duty should be payable in any Australian State
or Territory by lluka Shareholders in relation to their
participation in the Demerger.

6.8.4 ILUKA EMPLOYEE INCENTIVE PLANS

Further information in relation to the tax treatment
for employee share plan participants will be provided
separately to employees.

6.8.5 FOREIGN RESIDENT CGT WITHHOLDING

DECLARATION

lluka warrants that it has at all times up to and including the
Implementation Date been an Australian resident for tax
purposes in accordance with the Income Tax Assessment
Act 1936.
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The Directors

lluka Resources Limited (lluka)
Level 17, 240 St Georges Terrace
PERTH WA 6000

The Directors

Sierra Rutile Holdings Limited (Sierra Rutile)
Level 17, 240 St Georges Terrace

PERTH WA 6000

20 June 2022

Dear Directors
Investigating Accountant’s Report

Independent Limited Assurance Report on the historical and pro forma historical
financial information and Financial Services Guide

We have been engaged by lluka and Sierra Rutile (together, you) to report on the lluka Historical and
(post Demerger) Pro Forma Historical Financial Information and the Sierra Rutile Pro Forma Historical
Financial Information (as those terms are defined in the “Scope” section of this report) (together, the
Demerger Financial Information) for inclusion in the Demerger Booklet dated on or about 20 June
2022, to be issued by lluka in respect of the proposed demerger of Sierra Rutile from lluka (the
Demerger).

Expressions and terms defined in the Demerger Booklet have the same meaning in this report.

The nature of this report is such that it can only be issued by an entity which holds an Australian
financial services licence under the Corporations Act. PricewaterhouseCoopers Securities Ltd, which
is wholly owned by PricewaterhouseCoopers holds the appropriate Australian financial services
licence under the Corporations Act. This report is both an Investigating Accountant’'s Report, the scope
of which is set out below, and a Financial Services Guide, as attached at Appendix A.

Scope
You have requested PricewaterhouseCoopers Securities Ltd to review the following historical financial
information included in the Demerger Booklet, the:

lluka Historical Financial Information

e lluka consolidated historical balance sheet as at 31 December 2021 as set out in table 4.4 in
section 4.7.8 of the Demerger Booklet;

e lluka consolidated historical income statements for the years ended 31 December 2019, 31
December 2020 and 31 December 2021 as set out in table 4.1 in section 4.7.4 of the
Demerger Booklet; and

e lluka consolidated historical free cash flow statements for the years ended 31 December
2019, 31 December 2020 and 31 December 2021 as set out in table 4.5 in section 4.7.9 of the
Demerger Booklet;

collectively the lluka Historical Financial Information.

PricewaterhouseCoopers Securities Ltd, ACN 003 311 617, ABN 54 003 311 617, Holder of Australian Financial
Services Licence No 244572

Brookfield Place, 125 St Georges Terrace, PERTH WA 6000, GPO Box D198, PERTH WA 6840

T: +61 8 9238 3000, F: +61 8 9238 3999, www.pwc.com.au
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The lluka Historical Financial Information has been prepared in accordance with the stated basis of
preparation, being the recognition and measurement principles contained in Australian Accounting
Standards and lluka’s adopted accounting policies. The lluka Historical Financial Information has been
extracted from the annual financial reports of lluka for the years ended 31 December 2019, 31
December 2020 and 31 December 2021, which were audited by PricewaterhouseCoopers in
accordance with Australian Auditing Standards. PricewaterhouseCoopers issued an unmodified audit
opinion on the financial reports. The lluka Historical Financial Information is presented in the
Demerger Booklet in an abbreviated form, insofar as it does not include all of the presentation and
disclosures required by Australian Accounting Standards and other mandatory professional reporting
requirements applicable to general purpose financial reports prepared in accordance with the
Corporations Act.

You have requested PricewaterhouseCoopers Securities Ltd to review the following pro forma
historical financial information included in the Demerger Booklet (in each case, which assumes
completion of the Demerger), the:

lluka (post Demerger) Pro Forma Historical Financial Information

e lluka (post Demerger) pro forma consolidated historical balance sheet as at 31 December
2021 as set out in table 4.4 in section 4.7.8 of the Demerger Booklet;

e lluka (post Demerger) pro forma consolidated historical income statements for the years
ended 31 December 2019, 31 December 2020 and 31 December 2021 as set out in table 4.2
in section 4.7.6 of the Demerger Booklet; and

e lluka (post Demerger) pro forma consolidated historical free cash flow statements for the
years ended 31 December 2019, 31 December 2020 and 31 December 2021 as set out in
table 4.6 in section 4.7.10 of the Demerger Booklet;

collectively the lluka (post Demerger) Pro Forma Historical Financial Information.

Sierra Rutile Pro Forma Historical Financial Information

e Sierra Rutile pro forma consolidated historical balance sheet as at 31 December 2021 as set
out in table 3.18 in section 3.24.5 of the Demerger Booklet;

e Sierra Rutile pro forma consolidated historical income statements for the years ended 31
December 2019, 31 December 2020 and 31 December 2021 as set out in table 3.15 in section
3.24.3 of the Demerger Booklet; and

e Sierra Rutile pro forma consolidated historical free cash flow statements for the years ended
31 December 2019, 31 December 2020 and 31 December 2021 as set out in table 3.19 in
section 3.24.6 of the Demerger Booklet;

collectively the Sierra Rutile Pro Forma Historical Financial Information.

The lluka (post Demerger) Pro Forma Historical Financial Information and Sierra Rutile Pro Forma
Historical Financial Information (together, the Pro Forma Historical Financial Information) has been
derived from the respective historical financial information of lluka and Sierra Rutile, after adjusting for
the effects of pro forma adjustments described in sections 3.24.1 and 4.7.2.2 of the Demerger Booklet.
The stated basis of preparation is the recognition and measurement principles contained in Australian
Accounting Standards and lluka’s and Sierra Rutile’s (as applicable) adopted accounting policies
applied to their historical financial information (as applicable) and the events or transactions to which
the pro forma adjustments relate, as described in sections 3.24.1 and 4.7.2.2 of the Demerger Booklet,
as if those events or transactions had occurred as at the date of the historical financial information (as
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applicable). Due to its nature, the lluka (post Demerger) Pro Forma Historical Financial Information or
Sierra Rutile Pro Forma Historical Financial Information (as the case may be) does not represent
lluka’s and Sierra Rutile’s (as applicable) actual or prospective financial position, financial
performance, and/or cash flows.

Directors’ responsibility

The directors of lluka are responsible for the preparation of the Demerger Financial Information,
including their basis of preparation and the selection and determination of pro forma adjustments
made to the historical financial information and included in the Pro Forma Historical Financial
Information. This includes responsibility for its compliance with applicable laws and regulations and for
such internal controls as the directors of lluka determine are necessary to enable the preparation of
Demerger Financial Information that are free from material misstatement.

Our responsibility

Our responsibility is to express a limited assurance conclusion on the Demerger Financial Information
based on the procedures performed and the evidence we have obtained. We have conducted our
engagement in accordance with the Standard on Assurance Engagement ASAE 3450 Assurance
Engagements involving Corporate Fundraisings and/or Prospective Financial Information.

A review consists of making enquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Australian Auditing Standards and consequently does not
enable us to obtain reasonable assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

Our engagement did not involve updating or re-issuing any previously issued audit or review report on
any financial information used as a source of the financial information.

Conclusions

Based on our review, which is not an audit, nothing has come to our attention that causes us to
believe that the historical financial information, comprising:

lluka Historical Financial Information

e lluka consolidated historical balance sheet as at 31 December 2021 as set out in table 4.4 in
section 4.7.8 of the Demerger Booklet;

e lluka consolidated historical income statements for the years ended 31 December 2019, 31
December 2020 and 31 December 2021 as set out in table 4.1 in section 4.7.4 of the
Demerger Booklet; and

e lluka consolidated historical free cash flow statements for the years ended 31 December
2019, 31 December 2020 and 31 December 2021 as set out in table 4.5 in section 4.7.9 of the
Demerger Booklet;

are not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in section 4.7.2.1 of the Demerger Booklet being the recognition and measurement
principles contained in Australian Accounting Standards and lluka’s adopted accounting policies.
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Based on our review, which is not an audit, nothing has come to our attention that causes us to
believe that the Pro Forma Historical Financial Information, comprising:

lluka (post Demerger) Pro Forma Historical Financial Information

e lluka (post Demerger) pro forma consolidated historical balance sheet as at 31 December
2021 as set out in table 4.4 in section 4.7.8 of the Demerger Booklet;

e lluka (post Demerger) pro forma consolidated historical income statements for the years
ended 31 December 2019, 31 December 2020 and 31 December 2021 as set out in table 4.2
in section 4.7.6 of the Demerger Booklet; and

e lluka (post Demerger) pro forma consolidated historical free cash flow statements for the
years ended 31 December 2019, 31 December 2020 and 31 December 2021 as set out in
table 4.6 in section 4.7.10 of the Demerger Booklet;

in each case, which assumes completion of the Demerger, and

Sierra Rutile Pro Forma Historical Financial Information

e Sierra Rutile pro forma consolidated historical balance sheet as at 31 December 2021 as set
out in table 3.18 in section 3.24.5 of the Demerger Booklet;

e Sierra Rutile pro forma consolidated historical income statements for the years ended 31
December 2019, 31 December 2020 and 31 December 2021 as set out in table 3.15 in section
3.24.3 of the Demerger Booklet; and

e Sierra Rutile pro forma consolidated historical free cash flow statements for the years ended
31 December 2019, 31 December 2020 and 31 December 2021 as set out in table 3.19 in
section 3.24.6 of the Demerger Booklet;

in each case, which assumes completion of the Demerger,

are not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in section 3.24.1 and 4.7.2.2 of the Demerger Booklet being the recognition and
measurement principles contained in Australian Accounting Standards and lluka’s and Sierra Rutile’s
adopted accounting policies applied to the historical financial information and the events or
transactions to which the pro forma adjustments relate, as described in section 3.24.1 and 4.7.2.2 of
the Demerger Booklet, as if those events or transactions had occurred as at the date of the historical
financial information.

Notice to investors outside Australia

Under the terms of our engagement this report has been prepared solely to comply with Australian
Auditing Standards applicable to review engagements.

This report does not constitute an offer to sell, or a solicitation of an offer to buy, any securities. We do
not hold any financial services licence or other licence outside Australia. We are not recommending or
making any representation as to suitability of any investment to any person.

Restriction on Use

Without modifying our conclusions, we draw attention to sections 3.24.1 and 4.7.2.2 of the Demerger
Booklet, which describes the purpose of the Demerger Financial Information, being for inclusion in the
Demerger Booklet. As a result, the Demerger Financial Information may not be suitable for use for
another purpose.
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Consent

PricewaterhouseCoopers Securities Ltd has consented to the inclusion of this assurance report in the
public document in the form and context in which it is included.

Liability

The liability of PricewaterhouseCoopers Securities Ltd is limited to the inclusion of this report in the
Demerger Booklet. PricewaterhouseCoopers Securities Ltd makes no representation regarding, and
has no liability for, any other statements or other material in, or omissions from the Demerger Booklet.

Independence or Disclosure of Interest

PricewaterhouseCoopers Securities Ltd does not have any interest in the outcome of this Demerger
other than the preparation of this report and participation in due diligence procedures for which normal
professional fees will be received.

Financial Services Guide

We have included our Financial Services Guide as Appendix A to our report. The Financial Services
Guide is designed to assist retail clients in their use of any general financial product advice in our
report.

Yours faithfully

2

Darren Carton
Authorised Representative of
PricewaterhouseCoopers Securities Ltd
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Appendix A - Financial Services Guide

PRICEWATERHOUSECOOPERS SECURITIES LTD

FINANCIAL SERVICES GUIDE

This Financial Services Guide is dated 20 June 2022
1. About us

PricewaterhouseCoopers Securities Ltd (ABN 54 003 311 617, Australian Financial Services
Licence no 244572) ("PwC Securities") has been engaged by lluka Resources Ltd ("lluka")
and Sierra Rutile Holdings Limited ("Sierra Rutile") to provide a report in the form of an
Independent Accountant's Report ("the Report") in relation to the Demerger Financial
Information (as those terms are defined in the Report) for inclusion in the Demerger Booklet to
be dated on or about 20 June 2022 and relating to the proposed demerger of Sierra Rutile
from lluka.

You have not engaged us directly but have been provided with a copy of the Report as a retail
client because of your connection to the matters set out in the Report.

2. This Financial Services Guide

This Financial Services Guide ("FSG") is designed to assist retail clients in their use of any
general financial product advice contained in the Report. This FSG contains information about
PwC Securities generally, the financial services we are licensed to provide, the remuneration
we may receive in connection with the preparation of the Report, and how complaints against
us will be dealt with.

3. Financial services we are licensed to provide

Our Australian financial services licence allows us to provide a broad range of services,
including providing financial product advice in relation to various financial products such as
securities, interests in managed investment schemes, derivatives, superannuation products,
foreign exchange contracts, insurance products, life products, managed investment schemes,
government debentures, stocks or bonds, and deposit products.
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4. General financial product advice

The Report contains only general financial product advice. It was prepared without taking into
account your personal objectives, financial situation or needs.

You should consider your own objectives, financial situation and needs when assessing the
suitability of the Report to your situation. You may wish to obtain personal financial product
advice from the holder of an Australian Financial Services Licence to assist you in this
assessment.

5. Fees, commissions and other benefits we may receive

PwC Securities charges fees to produce reports, including this Report. These fees are
negotiated and agreed with the entity who engages PwC Securities to provide a report. Fees
are charged on an hourly basis or as a fixed amount depending on the terms of the agreement
with the person who engages us. In the preparation of this Report our fees are charged on an
hourly basis and as at the date of this Report amount to $ 360,000.

Directors or employees of PwC Securities, PricewaterhouseCoopers, or other associated
entities, may receive partnership distributions, salary or wages from PricewaterhouseCoopers.

6. Associations with issuers of financial products

PwC Securities and its authorised representatives, employees and associates may from time
to time have relationships with the issuers of financial products. For example,
PricewaterhouseCoopers may be the auditor of, or provide financial services to, the issuer of a
financial product and PwC Securities may provide financial services to the issuer of a financial
product in the ordinary course of its business. PricewaterhouseCoopers is the auditor of lluka.

7. Complaints

If, for any reason, you are not satisfied with the advice or service you receive from PwCS or
from our authorised representatives, you are entitled to make a complaint.

If you wish to make a complaint please initially lodge your complaint with your adviser. We
have established procedures to ensure all complaints are resolved quickly and fairly. A copy of
our internal complaints handling procedure can be provided to you upon request.

If you do not receive a satisfactory outcome to your complaint, you have the right to contact
the Australian Financial Complaints Authority (“AFCA”). AFCA provides independent financial
services complaint resolution that is free to consumers.

Australian Financial Complaints Authority
GPO Box 3, Melbourne VIC 3001
Tel: 1800 931 678 (Free Call)

E-mail: info@afca.org.au
Website: www.afca.org.au

PwCS is a member of AFCA. You will not be charged for using the AFCA service.
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Contact Details
PwC Securities can be contacted by sending a letter to the following address:
Darren Carton

Authorised representative of PwC Securities
Brookfield Place, 125 St Georges Terrace, PERTH WA 6000
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Deloitte.

Iluka Resources Limited

Independent expert’s report and Financial Services Guide
16 June 2022
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Financial Services
Guide (FSG)

What is a Financial Services Guide?

An FSG is designed to provide information about the
supply of financial services to you.

Why are we providing this FSG to you?

Deloitte Corporate Finance Pty Limited (Deloitte
Corporate Finance) (AFSL 241457) has been engaged by
Iluka Resources Limited to prepare an independent
expert’s report (our IER) in connection with the proposed
demerger of its Sierra Rutile business (the Proposed
Demerger). Iluka Resources Limited will provide our IER
to you.

Our IER provides you with general financial product
advice. This FSG informs you about the use of general
financial product advice, the financial services we offer,
our dispute resolution process and our remuneration.
Our contact details are in the document that
accompanies this FSG.

What financial services are we licensed to
provide?

We are authorised to provide financial product advice to
wholesale clients in relation to derivatives, government
debentures, stocks or bonds, interests in managed
investment schemes, securities, and regulated emissions
units (i.e. Australian carbon credit units and eligible
international emissions units). We can also provide
general financial product advice to retail clients in
relation to the above financial products except for
regulated emissions units.

We are also authorised to arrange for another person to
deal in financial products in relation to:

e securities, interests in managed investment
schemes, government debentures, stocks or bonds,
and regulated emissions units and related
derivatives to wholesale clients; and

e derivatives to retail and wholesale clients.

We are providing general financial product
advice

In our IER, we provide general financial product advice
as we have not taken into account your personal
objectives, financial situation or needs, and you would
not expect us to have done so. You should consider
whether our advice is appropriate for you, having regard
to your own personal objectives, financial situation or
needs.

If our advice is in connection with the acquisition of a
financial product, you should read the relevant offer
document carefully before making any decision about
whether to acquire that product.

How are we remunerated?

Our fees are usually determined on a fixed fee or time
cost basis plus reimbursement of any expenses incurred
in providing the services. Our fees are agreed with, and
paid by, those who engage us. You are not responsible
for our fees.

16 June 2022

We will receive a fee of approximately A$200,000
exclusive of GST in relation to the preparation of this IER.
This fee is not contingent on the outcome of the Proposed
Demerger.

Apart from these fees, we, our directors and officers, any
related bodies corporate, affiliates or associates, and
their directors and officers, do not receive any
commissions or other benefits.

All employees receive a salary, and, while eligible for
annual salary increases and bonuses based on overall
performance, they do not receive any commissions or
other benefits as a result of the services provided to you.

The remuneration paid to our directors reflects their
individual contribution to the organisation and covers all
aspects of performance.

We do not pay commissions or provide other benefits to
anyone who refers prospective clients to us.

Associations and relationships

The Deloitte member firm in Australia (Deloitte Touche
Tohmatsu) controls Deloitte Corporate Finance. Please
see www.deloitte.com/au/about for a detailed
description of the legal structure of Deloitte Touche
Tohmatsu.

We, and other entities related to Deloitte Touche
Tohmatsu, do not have any formal associations or
relationships with any entities that are issuers of
financial products. However, we may provide services
to issuers of financial products in the ordinary course of
business.

Deloitte Touche Tohmatsu has a professional
relationship with Iluka Resources Limited and has
previously provided unrelated advisory services to Iluka
Resources Limited. Deloitte Corporate Finance has also
provided a prior, unrelated independent expert’s report
for Iluka Resources Limited in connection with the
demerger of Deterra Royalties Limited.

What should you do if you have a complaint?

If you have any concerns regarding our IER or service,
please contact us.

The Complaints Officer
complaints@deloitte.com.au
Fax: +61 2 9322 7000

If an issue is not resolved to your satisfaction, you can
lodge a dispute with the Australian Financial Complaints
Authority (AFCA). AFCA provides fair and independent
financial services dispute resolution free to consumers.

www.afca.org.au

1800 931 678 (free call)

Australian Financial Complaints Authority Limited
GPO Box 3 Melbourne VIC 3001

What compensation arrangements do we have?

Deloitte Australia holds professional indemnity insurance
that covers the financial services we provide. This
insurance satisfies the compensation requirements of
the Corporations Act 2001 (Cth).

Deloitte Corporate Finance Pty Limited, ABN 19 003 833 127, AFSL 241457 of Level 9, Grosvenor Place 225 George Street NSW 2000

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (‘DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte
organisation”). DTTL (also referred to as “Deloitte Global”) and each of its member firms and related entities are legally separate and independent entities, which cannot obligate
or bind each other in respect of third parties. DTTL and each DTTL member firm and related entity is liable only for its own acts and omissions, and not those of each other. DTTL

does not provide services to clients. Please see www.deloitte.com/about to learn more.
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The Directors

Iluka Resources Limited
240 St Georges Terrace
Perth

WA 6000

16 June 2022
Dear Directors

Re: Independent expert’s report — Proposed Demerger of Sierra Rutile Holdings Limited
by Iluka Resources Limited

Introduction

On 13 April 2022, Iluka Resources Limited (Iluka or the Company) announced to the market that it
intended to demerge its rutile mining business in Sierra Leone (Sierra Rutile) (the Proposed
Demerger). The Proposed Demerger is intended to be implemented by way of an in-specie capital
reduction.

Iluka is an international mineral sands company that engages in exploration, project development,
mining and processing operations, and marketing activities. Iluka is one of the largest producers of
zircon globally and a major producer of titanium dioxide (TiO2) feedstock (rutile, synthetic rutile and
chloride ilmenite), with operations in Western Australia, South Australia and Sierra Leone. Iluka also has
an emerging portfolio of rare earths deposits.

Sierra Rutile is a multi-mine operation encompassing two operations at Lanti and Gangama, a mineral
separation plant, a dedicated port facility and the Sembehun project. The latter is a brownfield project
which, if developed, will extend the life of Sierra Rutile’s mining operations by over 13 years.

Refer to Section 2 for further details on each business.

Under the terms of the Proposed Demerger, Sierra Rutile will be demerged from Iluka and Sierra Rutile
Holdings Limited, the entity that owns Sierra Rutile, will become a new Australian Securities Exchange
(ASX) listed company. Iluka’s shareholders! (the Shareholders) will receive one share in Sierra Rutile
for each existing share held in Iluka whilst retaining their existing shareholding in Iluka. Iluka will not
retain any shareholding in Sierra Rutile Holdings Limited.

The Directors of the Company (the Directors) have engaged Deloitte Corporate Finance Pty Limited
(Deloitte Corporate Finance) to provide an independent expert’s report (IER) advising whether, in
our opinion, the Proposed Demerger is in the best interests of the Shareholders and whether or not the
Proposed Demerger will materially prejudice Iluka’s ability to pay its creditors.

Our field work was completed on 24 May 2022.

! Other than certain shareholders ineligible or unable to hold shares in Sierra Rutile
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Purpose of the IER

The Proposed Demerger will be the subject of a vote by the Shareholders. On the basis that the
Proposed Demerger will not result in a change in the underlying economic interests of security holders, a
change of control or selective treatment of different security holders, there is no statutory requirement
for the preparation of an IER in respect of the Proposed Demerger. Nonetheless, the Directors have
requested an IER to assist the Shareholders in their consideration of the Proposed Demerger.

This IER is to be included in the booklet detailing the Proposed Demerger (the Demerger Booklet) to
be sent to Shareholders and has been prepared for the exclusive purpose of assisting Shareholders in
their consideration of the Proposed Demerger. Neither Deloitte Corporate Finance, Deloitte Touche
Tohmatsu, nor any member or employee thereof, undertakes responsibility to any person, other than
the Shareholders and Iluka, for this IER, including any errors or omissions however caused.

Basis of evaluation

We have prepared this IER having regard to Australian Securities and Investments Commission (ASIC)
Regulatory Guide 111 in relation to the content of expert’s reports and ASIC Regulatory Guide 112 in
respect of the independence of experts.

ASIC Regulatory Guide 111 specifically addresses the basis under which an expert should form an
opinion in relation to demergers and demutualisations. In particular, RG 111.35 and 111.36 state that
the issue of ‘value’ may be of secondary importance in the absence of the following effects resulting
from the implementation of the demerger:

e a change in the underlying economic interests of security holders
e a change of control
e selective treatment of different security holders.

In addition, RG 111.37 states that “If the demerger or demutualisation involves a scheme of
arrangement and the expert concludes that the advantages of the transaction outweigh the
disadvantages, the expert should say that the scheme is in the best interests of the members.” Whilst
the Proposed Demerger will not be executed via a scheme of arrangement, we have adopted a basis of
evaluation consistent with the wording of RG 111.37 noted above.

If the Proposed Demerger proceeds, it will not result in a change of control or selective treatment among
Shareholders. In addition, Shareholders will retain the same underlying economic interest in Iluka but
will hold shares in two entities (Iluka and Sierra Rutile Holdings Limited) instead of holding shares in a
single entity (Iluka). Accordingly, in forming our opinion as to whether the Proposed Demerger is in the
best interests of Shareholders, we have assessed the advantages and disadvantages of the Proposed
Demerger and the implications for Shareholders if the Proposed Demerger does not proceed. A summary
of our analysis is set out below.

Summary and conclusion

In assessing whether the Proposed Demerger is in the best interests of Shareholders, we have
considered the events leading up to the Proposed Demerger, the advantages and disadvantages of the
Proposed Demerger and the implications for Shareholders if the Proposed Demerger does not proceed.
Our analysis is set out below.

The events leading up to the Proposed Demerger

Iluka acquired Sierra Rutile for Australian dollars (A$) 455 million in 2016 with the strategic rationale of
increasing Iluka’s resource base and to leverage Iluka’s existing operational capabilities to simplify and
automate Sierra Rutile’s mining processes to drive higher production, lower unit cash costs of production
and realise value for Shareholders. In the five years following the acquisition, Iluka invested capital,
technical expertise and time to improve Sierra Rutile’s operations. This included a change in the mining
method from dredge (wet) to dry (truck and shovel) mining as management determined it to be the
most appropriate mining method for the orebody at the time.

Iluka Resources Limited - Independent expert’s report and Financial Services Guide 3
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This shift in processes was largely unsuccessful and Iluka failed to realise operational improvements.
Tluka also faced continuous unforeseen operational, labour and mechanical issues which collectively
disrupted production from calendar year (CY) 2018 to mid-CY2021, ultimately resulting in the
performance of the operations falling well short of the acquisition investment case.

Iluka’s portfolio has evolved significantly since its acquisition of Sierra Rutile. Its strategic and capital
allocation priorities are now focused on its Australian operations, which contribute 83% of its mineral
sands revenue and 92% of its mineral sands earnings?, and its evolving rare earths strategy3. As a
result, in late 2020 Iluka made the decision that it would not fund the next phase of Sierra Rutile’s
growth (i.e. the development of the Sembehun project) on its own. In January 2021, Iluka announced
that it had commenced a process to identify third parties willing to invest in the next phase of Sierra
Rutile’s growth. In January 2022, Iluka announced that a demerger was also being considered.

Iluka considered several alternative pathways for Sierra Rutile to maximise Shareholder value. They
included:

e asale of all or part of Sierra Rutile: this process was undertaken with the objective of allowing Iluka
to either exit Sierra Rutile or take a more passive role in Sierra Rutile’s operations. Various
indications of interest were received but none of them reflected the value optionality inherent in the
Sembehun project. Iluka therefore concluded that a sale of all or part of Sierra Rutile is not optimal
at present as Shareholders are unlikely to realise its true underlying value

e an initial public offering (IPO): a successfully executed IPO would have the benefit of generating
proceeds for Iluka from the sale of Sierra Rutile shares, however, it would be a longer and more
costly process than a demerger and would need to be timed appropriately for when market
conditions allow for a successful outcome. Given the current high level of project uncertainty
surrounding the development and funding of the Sembehun project, Iluka determined that it would
be difficult to determine an IPO price that adequately reflects the project’s optionality and that it is
therefore not suitable timing for an IPO.

An IPO would also require third party investors (including Shareholders) to invest new money,
whereas a demerger can be executed with a greater level of confidence without the need for
additional investment from third party investors and Shareholders at present.

In April 2022, Iluka announced that it had concluded that the Proposed Demerger represents the optimal
pathway for Sierra Rutile to reach its potential and maximise value for Shareholders.

Following the Proposed Demerger, Iluka will continue to focus on its mineral sands operations in
Australia and its developing rare earths operations. Sierra Rutile will focus on its mining and processing
operations in Sierra Leone and extending their life by developing the Sembehun project.

In addition to the investments made since acquisition, Iluka has undertaken significant initiatives at
Sierra Rutile over the past year to position it as a strong, standalone entity, including:

e putting in place a strong management team focused solely on improving Sierra Rutile’s operating
efficiency and stabilising operating costs, production volatility and downtime caused by mechanical
problems and labour disputes and shortages. Over the past 10 months, Sierra Rutile has achieved or
exceeded its budget which is its longest period of consistent performance since it was acquired by
Tluka. A key factor in this turnaround is the appointment of experienced leadership, including Theuns
de Bruyn, Sierra Rutile’s current Chief Executive Officer (CEO), who has significant expertise in
operating assets in Africa

e developing strong relationships between Sierra Rutile’s management and local government,
workforce and community

2 Mineral sands’ revenue and EBIT, Iluka’s CY2021 Annual Report

3 In this regard, Iluka recently announced its final investment decision for the development of its Eneabba fully integrated rare
earths refinery in Western Australia with initial and potential long-term feedstocks secured within its current portfolio. The
development of the Eneabba refinery, which will require capital expenditure of c. A$1.0 billion to A$1.2 billion, will be funded
through a risk sharing agreement with the Australian Government.
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e investing into the pre-feasibility study (PFS) for Sembehun which will provide the foundations for
Sierra Rutile’s next phase of growth

o the reset of the fiscal regime which was ratified by the Sierra Leone Parliament in January 2022. This
reduced royalty and revenue taxes while Area 1 operations continue, thereby improving the
underlying economics of the operations.

Advantages of the Proposed Demerger

Greater Board and management focus

The Proposed Demerger will result in separate management and Boards respectively focused on the
operations of Iluka in Australia and the operations of Sierra Rutile in Sierra Leone.

Senior management of Iluka estimate that they currently spend a disproportionate amount of time and
effort on managing the risks and opportunities specific to Sierra Rutile relative to the value that Sierra
Rutile contributes to Iluka’s overall portfolio.

Iluka’s management team is currently responsible for delivering Sierra Rutile’s operational performance
plan as well as achieving key performance indicators (KPIs) related to safety and sustainability,
community development and fostering relationships with stakeholders. This is in addition to delivering
results for the rest of the portfolio and is a significant distraction for Iluka’s executives. Sierra Rutile,
and in particular the development of Sembehun, will remain a distraction as long as Sierra Rutile
remains in Iluka’s portfolio. The progress of management’s KPIs and any issues experienced at Sierra
Rutile are also reported to the Board and require a disproportionate level of Board oversight despite
Sierra Rutile generating less than 5% of Iluka’s overall earnings*.

A demerger of Sierra Rutile will focus Iluka management’s attention on its core, Australian opportunities,
which are entering a new phase of growth, risk, capital intensity and commodity diversification into rare
earths.

A demerger of Sierra Rutile will similarly allow Sierra Rutile management greater flexibility and agility to
pursue the growth agenda of Sembehun, and Sierra Rutile will not have to compete with Iluka’s
Australian operations for access to Iluka’s scarce management and financial capital in the future.

The Proposed Demerger also presents an opportunity to better align management incentive plans to the
specific operations within each team’s remit.

Iluka’s Board and management have implemented a number of strategies to ensure Sierra Rutile is set
up to be successful following the Proposed Demerger:

e a US$45 million cash-funded trust will be established to fund Sierra Rutile’s existing Area 1
rehabilitation obligations. This negates concerns of how rehabilitation will be financed in the future
and mitigates Iluka’s reputational risk in this regard

e in addition to the US$45 million cash funded trust, Sierra Rutile will be well positioned with a cash
balance of US$20.7 million and no debt (at 31 May 2022)

o key management personnel instrumental to the turnaround in Area 1 operations in recent times will
be retained. In particular, Theuns de Bruyn, Sierra Rutile’s current CEO will remain as CEO. He has
significant expertise in operating assets in Africa, an understanding of the complex West African
mining landscape and strong relationships with the Government of Sierra Leone, local community,
local workforce and other stakeholders

e a qualified Board has been selected, with experience operating and developing resource projects. The
recent completion of the June 2022 Sembehun PFS will provide the Board with a clear path forward in
terms of the development of Sembehun and how best to extract value for Shareholders.

4 Profit before tax, Iluka CY2021 Annual Report
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Improved ability to participate in upside optionality from Sembehun

Given Iluka’s capital allocation priorities and focus on Australian mineral sands and rare earths portfolio,
Tluka has decided it will not fund Sierra Rutile’s next phase of growth, being the development of the
Sembehun project, on its own.

Sierra Rutile offers investors access to one of the largest and highest quality natural rutile deposits in
the world. The Sembehun project will extend the life of Sierra Rutile’s existing operations and provide
investors with long-term exposure to the natural rutile market. Spot prices for natural rutile are at a 10-
year high and the outlook for the titanium feedstock market is favourable, given the tight supply of high
quality rutile.

However, the lack of clarity on how the development of Sembehun will be funded has created market
uncertainty and significant ambiguity about the true underlying value of Sembehun and therefore of
Sierra Rutile. This is demonstrated by the significant disparity in brokers’ valuation estimates for Sierra
Rutile, which range from A$18.0 million to A$1.1 billion®.

This suggests there is significant upside optionality associated with the Sembehun development which is
less likely to be realised by Shareholders in the short to medium term if Sierra Rutile remains in the
Iluka portfolio.

The Proposed Demerger removes the immediate capital constraint imposed by Iluka’s internal
investment priorities and effectively allows Shareholders a choice as to whether or not to participate in
upside optionality that may be unlocked by any future development of Sembehun or any market re-
rating of the value of Sierra Rutile.

As a separate listed entity from Iluka, Sierra Rutile will obtain direct access to investors with an appetite
to invest in West Africa. Australian market appetite towards investment in West African mining assets is
apparent by the number of ASX-listed companies with operations in the region. In our review of the
current investor landscape, we observed a notable history of Australian investment in ASX-listed West
African-focused companies. Australian Government data confirms that at least 170 ASX listed mining
and resource companies operate in c. 35 African countries, with the overall value of current exploration,
extraction, and processing estimated to be greater than A$30 billion®.

In addition, Sierra Rutile will have the ability to secure future funding from other sources to develop
Sembehun, including joint venture arrangements, cornerstone investors, debt and offtake prepayments,
albeit it could be challenging to secure the required funding.

The Proposed Demerger also preserves and enhances other value creation options for Shareholders,
which may include a future sale of all or part of Sierra Rutile or a takeover offer at the right time for the
right value.

Greater investment flexibility for Shareholders and new investors based on their investment
objectives

The Proposed Demerger will simplify Iluka’s operations as it will no longer own and manage assets
located in Sierra Leone.

In theory, diversification is most effectively achieved by investors tailoring their portfolio for their own
individual risk appetite rather than by companies doing so on their behalf. This is broadly supported by
research indicating that there are costs to corporate diversification. They include a distracted
management which can result in the most attractive investment opportunity receiving inadequate focus
or funding and poorly operating segments draining resources from better performing businesses’. Other
research suggests that investors generally prefer to buy pure play companies rather than a
miscellaneous assortment of operations or assets®.

5 Our review of broker reports consists of 20 reports dated from 24 January 2022 to 27 April 2022. Many of the reports during
this period were issued by the same broker. In determining a range and median, we have considered the latest report from
each broker noting that only four brokers provided values for Sierra Rutile on a standalone basis.

¢ Australian Government, Department of Foreign Affairs and Trade, 21 June 2018, available from:
https://www.dfat.gov.au/geo/africa-middle-east/africa-region-brief

7 Berger, Philip, and Eli Ofek, 1995, Diversification’s effect on firm value

8 Pratt, Shannon P, Business Valuations Discounts and Premiums (2" edition), page 260
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A generally accepted view in favour of demergers is that share markets do not reward corporate
diversification unless investors can realise material synergies. Iluka has not been successful in realising
the planned efficiencies from its acquisition of Sierra Rutile, and there are no obvious benefits to
geographic and risk-return profile diversification given Sierra Rutile’s relative contribution to Iluka’s
overall earnings is currently less than 5%?°.

Investors will have the choice to retain or exit their exposure to both Iluka, with its Australian-focused
mineral sands and rare earths portfolio, and Sierra Rutile, a pure-play mineral sands operation in Sierra
Leone. The separation of the operations through a demerger offers Shareholders!® the choice to retain
their exposure to operations in Sierra Leone as well as the flexibility to achieve diversification
themselves based on their individual risk and return investment preferences.

Iluka is expected to remain a constituent of the S&P/ASX 100 and S&P/ASX 200 indices, however Sierra
Rutile is not expected to be a constituent of either and is likely to be considered a "small-cap” listed
company. The exclusion of Sierra Rutile from the S&P/ASX 100 and S&P/ASX 200 indices may result in
some existing institutional shareholders divesting their investment in Sierra Rutile (post-demerger);
however, the standalone Sierra Rutile business may attract other shareholders and institutional investors
with a preference for investing in brownfield development operations in West Africa and/or smaller
companies.

Disadvantages of the Proposed Demerger

Sierra Rutile as a standalone entity may not be able to secure funding to develop Sembehun

The phased development of the Sembehun project is intended to allow Sierra Rutile to utilise cash flows
generated from Area 1 to assist with funding the development of Sembehun. Despite this, the
standalone Sierra Rutile business will not have the financial capacity to fully fund development of the
Sembehun project without accessing external funding. The development of Sembehun is therefore
dependent on Sierra Rutile’s ability to secure external funding on acceptable terms, and there is no
certainty that this will be possible.

Duplication of ongoing corporate costs

The Proposed Demerger will result in a duplication of certain corporate costs, predominantly the cost of
a new Board of Directors for Sierra Rutile and ongoing ASX fees, of approximately A$7.0 million per
annum.

Sierra Rutile is currently supported by Iluka’s corporate services infrastructure and will enter into a
transitional services agreement pursuant to which Iluka will continue to provide corporate services
including accounting, treasury, legal, administration, information management and human resources for
a period of up to 12 months following the Proposed Demerger. The objective of the agreement is to
support a smooth transition in establishing Sierra Rutile as a standalone, independent operating entity.

Transaction costs

Iluka has estimated one-off costs of approximately A$6.7 million (pre-tax) related to the Proposed
Demerger including professional adviser fees, legal fees, printing and other costs. In addition to these
costs, Sierra Rutile is expected to incur one-off transaction costs (including separation costs) of
approximately A$0.8 million (pre-tax).

Of these costs, approximately A$4.1 million is anticipated to have been incurred prior to the
Shareholders’ vote on the Proposed Demerger.

Total costs are estimated to be A$7.5 million which includes transaction and separation costs. In
absolute terms, the costs appear to be significant however, they represent only c. 0.18% of Iluka’s
current market capitalisation'!.

9 Profit before tax, Iluka CY2021 Annual Report
10 Other than certain Shareholders ineligible or unable to hold shares in Sierra Rutile
11 Based on market capitalisation calculated as at 13 May 2022
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Certain Shareholders will not be eligible to receive or retain Sierra Rutile shares

Certain ineligible Shareholders will not receive Sierra Rutile shares. Shareholders with registered
addresses outside of the following jurisdictions will not be entitled to receive Sierra Rutile shares issued
as part of the Proposed Demerger:

e Australia, New Zealand, Hong Kong, Singapore, the United Kingdom or the United States; or

e any other jurisdiction in which Iluka reasonably believes it is not prohibited or unduly onerous or
impractical to implement the Proposed Demerger and to transfer the Sierra Rutile shares to the
Shareholder.

Sierra Rutile shares that would otherwise be transferred to ineligible Shareholders will be transferred to
a sales agent to be sold and the sale proceeds will be paid to the ineligible Shareholders. The treatment
of the shares in Sierra Rutile in respect of these ineligible Shareholders is set out in Section 5 of the
Demerger Booklet.

Tax implications of the Proposed Demerger

Iluka has sought legal and tax advice in relation to the Proposed Demerger and has also lodged an
application with the Australian Taxation Office (ATO) for a class ruling to confirm certain Australian
income taxation implications of the Proposed Demerger for Shareholders, including:

e whether demerger tax relief under Division 125 of the Income Tax Assessment Act 1997 applies to
the Proposed Demerger (Demerger Tax Relief); and

e confirming that no determination under section 45B of the Income Tax Assessment Act 1936 will be
made (s.45B determination).

A final class ruling will be received from the Commissioner only after the implementation date for the
Proposed Demerger. Should the Commissioner rule that Demerger Tax Relief is not available,
Shareholders may be required to pay tax on part of the proceeds of the Proposed Demerger. Details of
the tax implications of the Proposed Demerger for Shareholders are available in Section 6 of the
Demerger Booklet.

Other considerations
Empirical studies on demergers

Recent empirical evidence of demergers in the Australian market is limited. The evidence is mainly
restricted to US and European markets. Chai, Lin and Veld (2016)!? examined the announcement effects
and the long-run share performance associated with demergers for companies listed on the ASX. They
found a significant positive 2.93% demerger announcement effect over a 3-day window surrounding the
announcement day and significant long-run excess returns up to 36 months after demerger
announcements.

In Appendix 3, we set out a summary of recent empirical evidence for the Australian market and
historical academic studies from US and European markets. The market observations, whilst mixed on
an individual demerger basis, broadly support the theory that demergers create value for shareholders.
However, due to the nature of the transactions and the uncertainty over how the parent entity would
have performed in the absence of the demerger, it is difficult to argue conclusively that demergers
create shareholder value. Rather, the success or otherwise of any demerger will always depend on the
specific circumstances of each transaction.

12 Daniel Chai, Ken Lin and Chris Veld, Value-creation through spin-offs: Australian evidence (2016)
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Implications if the Proposed Demerger does not proceed

If the Proposed Demerger does not proceed, there will be no change in Iluka and it will remain listed on
the ASX in its current form. Accordingly, Shareholders will retain a single shareholding in Iluka, which
will continue to own Sierra Rutile.

Tluka will continue to operate in its current form and will continue with its existing strategies, the
principal of which is to pursue growth in the mineral sands and rare earths sectors.

Implications for Shareholders should the Proposed Demerger not be implemented include:
e« the advantages, disadvantages and risks of the Proposed Demerger will not be realised.

o of the expected A$7.5 million (pre-tax) transaction costs, approximately A$3.4 million (pre-tax)
relating to the Proposed Demerger may not be incurred by Iluka and Sierra Rutile. Approximately
A$4.1 million of transaction costs are expected to have been incurred prior to the Extraordinary
General Meeting.

Consideration of Iluka’s ability to pay its creditors

In assessing Iluka’s ability to pay its creditors, we have compared certain financial ratios of Iluka prior to
the Proposed Demerger with those implied by pro-forma financial statements of Iluka following the
Proposed Demerger. In particular, we have considered Iluka’s current ratio, net debt to capital ratio, net
debt to earnings before interest, tax, depreciation and amortisation (EBITDA) ratio and interest
coverage ratio. Refer to Section 4 for further details of this analysis.

Based on our analysis, we are of the opinion that the Proposed Demerger does not materially prejudice
the ability of Iluka to pay its existing creditors.

Opinion

Based on our consideration of the foregoing, the advantages of the Proposed Demerger outweigh the
disadvantages of the Proposed Demerger. Consequently, we are of the opinion that the Proposed
Demerger is in the best interests of the Shareholders. Furthermore, we are of the opinion that the
Proposed Demerger does not materially prejudice the ability of Iluka to pay its existing creditors.

An individual Shareholder’s decision in relation to the Proposed Demerger may be influenced by his or
her particular circumstances. If in doubt the Shareholder should consult an independent adviser, who
should have regard to their individual circumstances.

This opinion should be read in conjunction with our detailed IER which sets out our scope and findings.

Yours faithfully
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"—Nicki Ivory Stephen Reid
Authorised Representative Authorised Representative
AR Number: 461005 AR Number: 461011
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Glossary

Deloitte.

Reference

A$
A$/t
AR
ASIC
ASX
BHP

C/sw

CAGR

CEO

CFO

Company, the
CY20XX

Deloitte Corporate
Finance

Demerger Booklet, the

Demerger Tax Relief

Deterra
DFS
Directors, the
EBIT
EBITDA
EPA

FOB

FSG
IbisWorld
IER

IFC

IFRS
Iluka

JA/MW

Km
KPIs
Kronos
kt

ktpa
LOM
MAC
MOFA
Mt
Nasdaq
NPAT
PFS
PP&E
QX

s.45B determination

SGR
Shareholders, the
Sierra Rutile

Definition

Australian dollars

Australian dollars per Tonne

Authorised representative

The Australian Securities and Investments Commission
Australian Securities Exchange

BHP Group Limited

Mining operations at Cataby and the processing of ilmenite at Capel in
Western Australia

Compound annual growth rate

Chief Executive Officer

Chief Financial Officer

Iluka Resources Limited

Calendar year ended 31 December 20XX

Deloitte Corporate Finance Pty Limited

Demerger Booklet detailing the Proposed Demerger

Demerger tax relief under Division 125 of the Income Tax Assessment Act
1997

Deterra Royalties Limited

Definitive Feasibility Study

The Directors of Iluka

Earnings before interest and tax

Earnings before interest, tax, depreciation and amortisation
Environmental Protection Agency

Free on board

Financial Services Guide

IBISWorld Pty Limited

Independent expert’s report

International Finance Corporation

International Financial Reporting Standards

Iluka Resources Limited

Mining operations at Jacinth-Ambrosia in South Australia and associated
processing operations at the Narngulu mineral separation plant in mid-west
Western Australia

Kilometres

Key performance indicators

Kronos Worldwide Inc

Kilotonnes

Kilotonnes per annum

Life of mine

Mining Area C

Multi Optional Facility Agreement

Million tonnes

National Association of Securities Dealers Automated Quotations

Net profit after tax

Pre-Feasibility Study

Property, plant and equipment

Quarter X

A determination made under section 45B of the Income Tax Assessment Act
1936

Standard grade rutile

Existing holders of Iluka shares

Iluka’s rutile mining business in Sierra Leone

SR2 Second synthetic rutile kiln at Capel
TiO2 Titanium dioxide
TZMI TZ Minerals International Pty Ltd
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Reference Definition

us United States

US$ United States dollar

WACC Weighted average cost of capital
ZIC Zircon in concentrate

Iluka Resources Limited - Independent expert’s report and Financial Services Guide

11

Demerger of Sierra Rutile Holdings Limited

167



Independent Expert's Report //

Contents

1 Overview of the Proposed Demerger

2 Profile of Iluka

3 Implications of the Proposed Demerger

4 Iluka’s ability to pay its creditors following the Proposed Demerger
Appendix 1: Context to the IER

Appendix 2: Industry overview

Appendix 3: Studies on demergers

Iluka Resources Limited - Independent expert’s report and Financial Services Guide

13

14

38

50

54

56

62

12

168 Demerger of Sierra Rutile Holdings Limited




Independent Expert’'s Report //

Deloitte.
1 Overview of the Proposed Demerger

1.1 Summary

On 27 January 2021, Iluka announced it had commenced a process to identify third parties willing to
invest in the next phase of Sierra Rutile’s growth. On 25 January 2022, Iluka announced that this
process had been broadened to include consideration of a potential demerger before ultimately
announcing its intention to demerge Sierra Rutile on 13 April 2022.

Under the terms of the Proposed Demerger, Iluka will demerge its rutile mining business in Sierra Leone
and the demerged entity, Sierra Rutile Holdings Limited, will become a new ASX-listed company. The
Proposed Demerger will be executed by a capital reduction which will involve Iluka distributing shares in
Sierra Rutile to the Shareholders via an in-specie dividend. Shareholders will receive one share in Sierra
Rutile for each existing share held in Iluka whilst retaining their existing shareholding in Iluka. The
Company will not retain any shareholding in Sierra Rutile.

Full details of the Proposed Demerger are provided in Section 1 of the Demerger Booklet.

1.2 Rationale for the Proposed Demerger

The Directors consider that the Proposed Demerger has potential to unlock shareholder value over time
as a consequence of!3:

e empowering the Board and management of each company, Iluka and Sierra Rutile, to focus on their
distinct growth strategies appropriate for each business

o the Proposed Demerger maximising the potential for the development of the Sembehun project due
to the strategic focus of the demerged business on this objective

e Shareholders having greater investment choice and the ability to hold shares in one or both of Iluka
and Sierra Rutile based on their individual investment objectives, risk tolerances and desired
geographic exposures

e increased flexibility for each business to determine incentive plans that have closer alignment to each
business’ underlying strategy, performance and shareholder value creation.

13 Chairman’s Letter, Demerger Booklet
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2.1 Overview

Iluka’s key assets comprise:

Deloitte.
2 Profile of Iluka

Iluka was formed through the merger of RGC Ltd and Westralian Sands in 1998 and adopted the name
Iluka in 1999. Iluka is headquartered in Perth, Western Australia.

Iluka is one of the largest producers of zircon globally and a major producer of TiO2 feedstock (rutile,
synthetic rutile and chloride ilmenite). Iluka also holds an emerging portfolio of rare earth deposits.

e interests in operating mines and processing operations in Australia and Sierra Leone, principally:

o mining operations at Jacinth-Ambrosia in South Australia and associated processing operations
at the Narngulu mineral separation plant in Western Australia

o mining operations at Cataby and the processing of ilmenite to produce synthetic rutile at Capel
in Western Australia

o integrated mineral sands operations in Sierra Leone

its Eneabba project which involves the extraction and processing of its Eneabba high grade rare
earth stockpile and will include the development of a fully integrated rare earths refinery

exploration, pre-development and development projects across Australia (Western and South
Australia, Victoria and New South Wales), the US, Canada, Sri Lanka and Sierra Leone

a 20% stake in Deterra Royalties Limited (Deterra), the largest resources-focused royalty company
listed on the ASX.

Iluka’s operations are discussed in further detail in Sections 2.2 to 2.4.

In CY2021, Iluka reported A$1.5 billion in revenue, the majority of which was derived from Iluka’s
various mining and processing operations in South and Western Australia as summarised in the chart
below.

Figure 1: CY2021 mineral sands revenue (A$m)

Sierra Rutile:
$232.7m
(15.7%)

Other:

$14.4m
(1.0%) \

C/SW:
$639.1m
(43.0%)

Source: Iluka annual reports
Notes:

1. JA/MW refers to mining operations at Jacinth-Ambrosia in South Australia and associated processing operations at the
Narngulu mineral separation plant in mid-west Western Australia

2. C/SW refers to mining operations at Cataby and the processing of ilmenite at Capel (South West, Western Australia)

3. ‘Other’ includes rehabilitation obligations in the US and idle assets located at the Murray Basin in Victoria, Australia
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The figures below summarise Iluka’s revenue and EBITDA reported for CY2018 to CY2021 split between

Iluka and Sierra Rutile.

Figure 2: Revenue by business (A$m)
2,000

40.0%
1,500
30.0%
1,000 20.0%
500 10.0%
0 0.0%

2018 2019 2020 2021

 [luka mmE Sierra Rutile ====Sierra Rutile % of total
Source: Iluka annual reports

Notes:
1. Excludes Mining Area C royalty revenues

2.1.2 Iluka’s executive team

Figure 3: EBITDA by business (A$m)
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Source: Iluka annual reports

Notes:

1. Includes Mining Area C royalty revenues

2. Corporate revenue and costs wholly allocated to Iluka

3. Sierra Rutile EBITDA based on non-IFRS financial
information disclosed in annual reports

The table below sets out Iluka’s executive team prior to the Proposed Demerger.

Table 1: Iluka’s executive team

Title

Managing Director and Chief
Executive Officer (CEO)

Chief Financial Officer (CFO) and
Head of Development

Name

Tom O'Leary

Adele Stratton

Matthew
Blackwell

Head of Major Projects and
Marketing

Rob Hattingh Head of Climate Change Response

General Manager, People and
Sarah Hodgson Sustainability

Daniel McGrath Chief Technology Officer and Head
of Rare Earths

General Manager, Australian

Shane Tilka Operations
gheuns de CEO, Sierra Rutile
ruyn

Source: Iluka management

Description

Tom joined Iluka in September 2016 as its CEO

Adele joined Iluka in May 2011 and was appointed
CFO in September 2018

Matthew joined Iluka in September 2004 and was
appointed Head of Major Projects, Engineering &
Innovation in 2019

Rob joined Iluka in April 2008 before moving to
Sierra Rutile in November 2016. Following the
completion of his assignment as CEO of Sierra
Rutile, Rob was appointed Head of Climate Change
in 2021

Sarah joined Iluka in August 2013 and was
appointed to her current role in March 2018

Daniel joined Iluka in August 1993 and has held a
number of roles across Iluka

Shane joined Iluka in November 2004 and has held
a number of roles across Iluka

Theuns joined Iluka in 2019 as Chief Operating
Officer for Sierra Rutile and is currently the CEO of
Sierra Rutile
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Deloitte.
2.2 Operations in Australia

The map below shows the locations of Iluka’s mining and processing operations and resource
development projects in Australia.

Figure 4: Iluka’s operations in Australia

.garngulu
Eneabba Atacamaf) Jacinth-Ambrosia
@ Cataby 0
@Capel @ Balranald
Euston
Legend ® wimmera

@Mining and processing
@Resource development

Source: Iluka management

2.2.1 South Australia

Iluka’s mining and processing operations, and resource development projects in South Australia are
located in the Eucla Basin region.

Mining and processing operations
Jacinth-Ambrosia

Iluka’s South Australian operation refers to the Jacinth-Ambrosia mine which is the world’s largest zircon
mine. The Jacinth-Ambrosia deposit was discovered in 2004 with production commencing in 2009.
Jacinth-Ambrosia is located 800 kilometres (km) from Adelaide and 270 km from the Port of Thevenard.
Dry mining and concentration of ore through gravity separation occurs on site, producing heavy mineral
concentrate, before the concentrate is transported to Iluka’s Narngulu mineral separation plant in
Western Australia for final processing.

In April 2020, production settings at the Narngulu mineral separation plant were adjusted because of
demand uncertainty created by the COVID-19 pandemic, reducing global zircon supply by c. 10%. The
site returned to maximum operational settings in 2021 to meet the rebounding market.
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172 Demerger of Sierra Rutile Holdings Limited




Independent Expert’'s Report //

Deloitte.

The figure below sets out Iluka’s quarterly production volumes of zircon, rutile and ilmenite from
Jacinth-Ambrosia from Q1 CY2018 to Q1 CY2022.

Figure 5: Production from Jacinth-Ambrosia from Q1 CY2018 to Q1 CY2022

140.0
120.0

100.0

Production (kt)

B Zircon ®Rutile #&IImenite

Source: Iluka ASX announcements
Notes:
1. Figure above subject to rounding

2. Iluka’s zircon production figures include volumes of zircon attributable to external processing arrangements (i.e. zircon in
concentrate)

3. Q1 CY2020 and Q2 CY2020 zircon production reflects changes to Narngulu plant settings detailed below and Q3 CY2020
zircon production reflects the adequate heavy mineral concentrate stockpiles and Iluka’s decision to prioritise processing at
Cataby rather than Jacinth-Ambrosia

Resource development projects
Atacama

Atacama is a satellite resource development project close to Iluka’s existing operation at Jacinth-
Ambrosia and is a logical extension to supplement and extend zircon production using existing plant and
infrastructure. At this stage, the current technical focus with Atacama involves removing contaminants in
the ilmenite fraction of the deposit. A PFS commenced in 2019 was subsequently placed on hold. It
resumed in August 2021 and is focused on increasing the technical and commercial confidence in the
project and advancing approvals.

2.2.2 Western Australia

Iluka’s mining and processing operations, and resource development projects in Western Australia are
located in the Perth Basin region.

Mining and processing operations

Iluka’s Western Australian mining and processing operations are located in Narngulu, Eneabba, Cataby
and Capel.

Narngulu

Narngulu hosts Iluka’s mineral separation plant and is one of the largest mineral separation facilities
globally with current capacity to process 750 kilotonnes per annum (ktpa) of heavy mineral concentrate,
and produce c. 300 to 350 ktpa of zircon finished product. Narngulu receives heavy mineral concentrate
from Iluka’s Jacinth-Ambrosia mine and non-magnetic material (zircon and rutile) from Cataby. The
mineral separation plant produces zircon, rutile and ilmenite products, which are exported from the Port
of Geraldton.

Iluka Resources Limited - Independent expert’s report and Financial Services Guide 17
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In CY2020, Narngulu adjusted its plant settings (due to current market dynamics and in response to the
impact of COVID-19 on the mineral sands market), reducing zircon production by c. 110 kilotonnes (kt)
for CY2020. The plant, however, retained flexibility to return to higher production settings within

24 hours if required.

In January 2021, Narngulu returned to full processing capacity in response to increasing market
demand, processing 623 kt of material to produce 320 kt of zircon, including zircon in concentrate
(ZIC), and 67 kt of rutile in CY2021.

Cataby

Cataby is a large, chloride ilmenite rich, deposit 150 km north of Perth. Mine development was approved
in December 2017. Commissioning occurred over Q1 CY2019 and the mine formally opened in
June 2019.

Cataby is a conventional mineral sands development utilising both dozer push as well as truck and
excavator mining to feed two in-pit mining units. An onsite Wet High Magnetic Separation plant
separates the magnetic ilmenite and non-magnetic zircon and rutile before the magnetic heavy mineral
concentrate is transported to Capel and processed into c. 225 ktpa of premium grade synthetic rutile,
with zircon and rutile transported to Narngulu for final processing.

At commissioning, Cataby was expected to average production of approximately 370 ktpa of chloride
ilmenite, 50 ktpa of zircon and 30 ktpa of rutile over an eight and a half year mine life with the ability to
access additional ore reserves which could underpin an extension to the mine life by an additional four
years!4, In December 2017, Iluka secured offtake agreements with various pigment producers for 85%
of Cataby’s synthetic rutile production for a minimum of four years. The offtake agreements account for
a minimum of 175 ktpa of synthetic rutile per annum, with customers collectively having flexibility to
purchase up to 190 ktpa of the production at the second synthetic rutile kiln at Capel (SR2).

Following the commencement of production, Cataby ramped up production in CY2019, reaching close to
nameplate production (producing 240 ktpa of heavy mineral concentrate) by December 2020. In
CY2020, Cataby was fully operational, producing 520 ktpa of heavy mineral concentrate, of which 345 kt
of magnetic material (mainly ilmenite) was trucked to Capel for further upgrading to synthetic rutile, and
a further 164 kt of non-magnetic material was transported to the Narngulu mineral separation plant for
processing to final products (zircon and rutile).

In CY2021, Cataby produced 541 kt of heavy mineral concentrate as a result of higher ore treatment
volumes, ore grade and recovery. This was achieved despite tropical Cyclone Seroja shutting down
production at the Narngulu mineral separation plant for three days in April 2021. Most recently, Cataby
commenced a project to debottleneck its mining unit which is expected to be delivered in late CY2022.

The figure below sets out Iluka’s quarterly production of zircon, rutile and ilmenite from Cataby from Q1
CY2018 to Q1 CY2022.

14 TlJuka March quarterly review dated 15 April 2019
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Figure 6: Production from Cataby/South West WA from Q1 CY2018 to Q1 CY2022
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Source: Iluka ASX announcements
Note:
1. Figure above subject to rounding

Capel (SR1 and SR2)

Operations at Capel include two synthetic rutile kilns, known as SR1 and SR2. The synthetic rutile
process upgrades the chloride ilmenite received from Cataby to synthetic rutile product with TiO2 content
of 89% to 94%.

SR2 is currently operational with an annual production capacity of approximately 225 kt. In CY2020, SR2
delivered record annual production of 227 kt of synthetic rutile however production was suspended from
February 2021 to March 2021 to optimise inventory levels and minimise costs. SR2 returned to full
production in April 2021, producing a total of 199 kt of synthetic rutile in CY2021.

SR1 is located adjacent to SR2 and has an annual production capacity of 110 kt. SR1 is currently idle,
however is expected to restart in Q4 2022.

Eneabba

The Eneabba project in Western Australia involves the extraction and processing of the Eneabba
stockpile, the highest grade rare earths deposit globally. It will include the development of a fully
integrated rare earths refinery.

Development of Eneabba has been divided into three phases:

e Phase 1 of the project (now complete) involved the extraction, processing and sale of a monazite-
rich tailings stockpile!® stored in a mining void at Eneabba. It produced a mixed monazite-zircon
concentrate, with the monazite fraction at c. 20%. First production was recorded in April 2020 with
first sales shipped ahead of schedule in June 2020. The final shipment of Phase 1 production was
completed in December 2021;

e Phase 2 of the project involves further processing of monazite concentrate to produce a c. 90%
monazite concentrate product. The construction of the plant is complete and commissioning is
scheduled for H1 2022; and

15 Monazite is a rare earth phosphate heavy mineral, a subset of mineral sands that contains rare earth minerals as well as
thorium and uranium.
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e Phase 3 of the project involves the construction and commissioning of a fully integrated rare earths
refinery at Eneabba and material produced through phase 2 will form a direct feed to phase 3. Iluka
reached final investment decision for the Eneabba Rare Earths Refinery in April 2022 following
completion of the definitive feasibility study (DFS) and execution of a risk sharing arrangement with
the Australian Government. Under the arrangement, Iluka will contribute A$200 million in cash and
a A$1.27 billion equity-like contribution of Eneabba’s stockpile whilst the Australian Government will
provide funding via a c. A$1.05 billion non-recourse loan under the A$2 billion Critical Minerals
Facility (administered by Export Finance Australia), plus a A$200 million cost overrun facility if
required.

Construction of the refinery is expected to commence in H2 CY2022 with first production expected in
CY2025. The refinery will be capable of processing rare earth feedstocks sourced from both Iluka and
third-party suppliers, however will source initial feedstock from the Eneabba stockpile. Potential future
feedstock sources include Iluka’s Wimmera deposits. The current expected life of the Eneabba stockpile
is nine years whereas the Wimmera deposit has a potential life of several decades.

The refinery, with a total rare earth oxide capacity of 17.5 ktpa, will produce high value rare earth
oxides including neodymium, praseodymium, dysprosium and terbium.

2.2.3 Victoria

Iluka’s mining and processing operations and resource development projects in Victoria are located in
the Murray Basin.

Resource development projects
Wimmera

The Wimmera Project is Iluka’s resource development project in Western Victoria. The Wimmera Project
is a fine-grained deposit in the Victorian Murray Basin and is a proposed zircon and rare earth project.
Tluka’s focus is on refining zircon to a saleable grade, and the production of rare earth products.

The project is currently the subject of a PFS, which involves assessing geological, mining, processing,
marketing, environmental and social aspects of the project. Iluka has noted that, although progress has
been satisfactory, all fine-grained mineral sands deposits in Western Victoria have impurities in their
zircon. Without a processing solution to remove the impurities, zircon is ineligible for sale in most end
markets. Current studies are focused on validating Iluka’s zircon processing solution.

In November 2021, Iluka declared a Mineral Resource at the Wimmera deposits (WIM100, WIM50 and
WIM50 North) and commissioned larger scale piloting. Iluka is currently undertaking test work to inform
economic feasibility. Test work is expected to continue through CY2022.

The Wimmera Project’s rare earth minerals are similar to those stockpiled at Eneabba and it offers the
potential to be a long-life rare earth concentrate feed source to the Eneabba refinery.

2.2.4 New South Wales

Iluka’s mining and processing operations and resource development projects in New South Wales are
located in the Murray Basin.

Resource development projects
Balranald

Balranald is a rutile-rich deposit located in the northern Murray Basin, New South Wales. Due to the
depth of these deposits relative to traditional deposits (c. 60 metres underground), Iluka has internally
developed an underground mining method to access the orebody more economically than through
conventional means.

In July 2021, Iluka completed its analysis of a third trial of the underground mining method at Balranald.
In August 2021, Iluka approved the DFS for Balranald and proceeded with work in accordance with the
DFS. A final investment decision for Balranald is expected to occur in Q4 CY2022.
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Euston

Euston, located near Balranald in New South Wales, is a traditional mineral sands deposit. It has
significant zircon and rutile assemblages, with ilmenite feedstock potentially suitable for Iluka’s synthetic
rutile kilns.

Euston is currently in the PFS stage and was added to Iluka’s development pipeline in CY2021.
2.2.5 Interest in Deterra Royalties Limited

In November 2020, Iluka demerged its Mining Area C (MAC) royalty business to form Deterra. Deterra
manages a portfolio of royalty assets across a range of commodities, primarily focussed on bulks, base
and battery metals. Deterra’s primary asset is its royalty held over MAC, which is an iron ore mine in the
Pilbara region of Western Australia currently operated by BHP Group Ltd (BHP).

Iluka retained a 20% equity ownership interest in Deterra. In H1 CY2022, Deterra achieved NPAT of
A$61.7 million and a dividend payout of 100%. Deterra’s market capitalisation as at 17 May 2022 was
A$2.4 billion.

2.3 Operations in the United States, Canada and Sri Lanka

Iluka’s exploration activity in the United States (US) is focussed on drill testing of new mine
opportunities across the west coast, central US and the eastern seaboard. Iluka has drilled a total of
107 holes for a total of 5,199 metres. Subject to a geological review, Iluka plans to drill opportunities
across central US and the eastern seaboard in CY2022.

Iluka also owns exploration and inactive assets in Canada and Sri Lanka respectively, which are not
considered material for the purpose of this report.

2.4 Sierra Rutile

The map below shows the location of Iluka’s mining and processing operations, and development
project, in Sierra Leone.

Figure 7: Iluka’s Sierra Leone operations
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Source: Iluka management
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Sierra Rutile has an operating history of more than 50 years with a remaining mine life of at least
20 years depending on future development options. Sierra Rutile consists of a multi-mine mineral sands
operation with over 2,200 employees.

The current fiscal regime is an agreement associated with Sierra Rutile and Iluka management have
advised that it will endure beyond the Proposed Demerger. The latest revisions to the fiscal regime are
associated with the life of mine (LOM) for Area 1 (discussed below).

Sierra Rutile was acquired by Iluka in December 2016 for c. US$330 million (A$455 million; final equity
consideration of A$375 million and A$80 million in assumed net debt).

The deal rationale for the initial acquisition included the ability for Iluka to approximately double its
rutile resource base, secure ownership of a long-standing operation with the potential to expand
production from c. 130 ktpa to 240 ktpa, and the opportunity to implement operational improvements
designed to lower costs and simplify the operational processes. The latter opportunities, which were
identified during the due diligence phase, assumed Iluka would be able to leverage its extensive
operational and technical capabilities, particularly in relation to dry mining operations, to maximise the
value of Sierra Rutile’s mining operations.

In June 2019, Iluka and International Finance Corporation (IFC) entered into a strategic partnership in
relation to Sierra Rutile. IFC subscribed for new shares in Iluka Investments (BVI) Limited, the holding
company of Sierra Rutile, equivalent to a 3.57% stake in Sierra Rutile for US$20 million. This was
subsequently renegotiated to a 10% stake for no further investment from IFC. IFC exited its investment
for cash consideration of US$8 million in 2022.

In December 2019, three years after acquisition, Iluka wrote down its investment by US$290 million
(A$414 million) to c. US$50 million after Sierra Rutile failed to perform in line with the original
investment case. This was largely attributed to unfavourable changes to capital expenditure estimates to
develop the Sembehun deposit causing Iluka to review its previously preferred development approach,
as well as Iluka’s failure to achieve synergies since the acquisition in 2016.

In January 2021, Iluka announced that it had commenced an external process to identify third parties
willing to invest in the next phase of Sierra Rutile’s growth. Iluka progressed discussions with a number
of parties. The Board ultimately concluded that a sale or IPO of Sierra Rutile is not optimal at present as
Shareholders are unlikely to realise Sembehun’s full underlying value, and that a demerger offers the
best potential to unlock Shareholder value over time as it maximises the opportunity to develop the
globally significant Sembehun project.

Sierra Rutile’s operations are discussed in further detail below.
Mining and processing operations
Area 1 (Lanti and Gangama)

Area 1 represents Sierra Rutile’s primary existing operations and consists of two mining operations at
Lanti and Gangama, a mineral separation plant and a dedicated port facility. Sierra Rutile’s main product
is natural rutile, however small quantities of ilmenite and ZIC are also produced.

Following the acquisition, Iluka began implementing improvements to modify the dry mining method,
safety and risk mitigation frameworks, and a code of conduct. Iluka achieved positive performance
results in CY2017 with improvements in mineral recovery and concentrate grades. However, Iluka faced
challenges integrating the improvements into the operations from CY2018 to mid CY2021 which resulted
in delays, unexpected costs and lower production levels than originally planned. These operational
issues, which caused fluctuating performance over the CY2018 to mid-2021 period, included the
following:

e mechanical issues including issues experienced in March 2018 with the dredge, and a water tank
liner failure in May 2018

e labour disruption including unlawful strike action taken by the workforce in October and
November 2018

e community disruption in February 2020 resulting in a temporary suspension of operations
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e property damage including a minor fire at Sierra Rutile’s mineral separation plant in October 2020,
which resulted in one person needing first aid treatment for minor burns

e downtime for infrastructure moves and the mines operating in lower grade mine blocks in CY2020

e the impact of COVID-19 including the closure of borders impacting the ability to maintain planned
levels of production-focused expatriates and supply chain continuity. This also contributed to
difficulties in sourcing specialised skillsets in-country which impeded Iluka’s ability to achieve
operational consistency.

Despite the above operational issues, during CY2019, Iluka successfully decommissioned the Lanti
dredge and completed expansion projects at Lanti and Gangama, doubling the capacity of both Lanti and
Gangama from 500 to 600 tonnes per hour, to 1,000 to 1,200 tonnes per hour. Whilst Sierra Rutile
produced 137 kt in CY2019, an improvement of 13% compared to production in CY2018, operational
performance was below expectations and Iluka reassessed the carrying value of the Sierra Rutile
operations before ultimately recording an impairment charge of US$290 million (A$414 million).

There was continued underperformance in late 2020 and early 2021. In May 2021, Iluka notified the
Government of Sierra Leone of its intention to temporarily suspend operations at Sierra Rutile (effective
19 November 2021). A fiscal regime reset was then negotiated with the Government of Sierra Leone and
an operational reset plan was implemented.

An agreement to reset the fiscal regime for the remaining Area 1 mining operations was reached in
August 2021 (and ratified by Parliament in December 2021).

The operational reset plan included the following:

e optimisation of the mine plan

e improving mining, stockpile management, processing and tailing management processes
e improving maintenance processes to increase run time and plant availability

¢ reducing operating costs by optimising staff rostering, port operational efficiencies and other
productivity improvements.

As a result of the above, Sierra Rutile has either exceeded and/or met its monthly production and
earnings targets since July 2021, demonstrating its strongest consistent performance since its
acquisition in 2016.

Iluka subsequently withdrew its notice to suspend operations in January 2022.

The figure below sets out the quarterly production of zircon, rutile and ilmenite from Sierra Rutile
operations from Q1 CY2018 to Q1 CY2022.
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Figure 8: Production from Sierra Rutile from Q1 CY2018 to Q1 CY2022
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1. Figure above subject to rounding

Figure 9: Production and cost profile from Sierra Rutile from Q1 CY2021 to Q1 CY2022
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Notes:

1. Figure above subject to rounding

2. Unit cash costs (net of co-products) represent the total cash costs of production less the revenue earned from co-products
(ZIC and ilmenite), divided by the total tonnes of rutile produced
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Management have forecast rutile production at Sierra Rutile to be c. 144 kt in CY202216,

From January 2019 to December 2021, 75% of the standard grade rutile (SGR) produced from the
Sierra Rutile operations (specifically, production from Lanti and Gangama) was contracted to Kronos
Worldwide Inc (Kronos). Key contract terms included:

o offtake for 75% of SGR production each year, with a minimum of 100 kt per annum,

e a pricing mechanism that followed fluctuations in a basket of high-grade ore transactions of both
Kronos and Iluka, which was subject to a floor price adjusted for inflation over the life of the
contract

e usual commercial terms including force majeure and suspension of operations provisions.

Offtake agreements with Kronos have been negotiated for the first half of CY2022 and are currently
being negotiated for the second half of CY2022.

Resource development
Sembehun

Sembehun is a group of rutile deposits approximately 30 km North West of the existing Sierra Rutile
operations and is one of the largest and highest quality rutile deposits in the world.

Sembehun’s Stage 1 (early works) DFS and value optimisation studies, which investigated options
around timing, capacity and sequencing of mining and concentrating options, was expected to complete
in CY2019. However, in June 2019, Iluka announced that early works at Sierra Rutile would be delayed
beyond CY2019 as it was evident that additional capital would be required to develop Sembehun.

As a result, Iluka determined that it would need to revisit its previously preferred approach to develop
Sembehun as well as revisit and broaden the value optimisation studies. As a consequence, certain
design elements of earlier studies were reverted to scoping and PFS levels.

Iluka subsequently wrote down its investment in Sierra Rutile in CY2019 (discussed above) stating that,
without a defined development approach, it would be difficult to determine a meaningful value for the
Sembehun deposit.

The Concept Study (initiated in CY2019) was completed in CY2020, and identified four potential mining
methods, including hydraulic mining and truck and shovel. Truck and shovel was identified as the
highest confidence mining method and was chosen as the basis on which the Sembehun June 2022 PFS
has been completed.

The Sembehun June 2022 PFS, announced in conjunction with the Demerger Booklet, sets out a
pathway to develop Sembehun by leveraging the infrastructure in place at Area 1. The PFS'7 includes
the following highlights:

e mine life of 13 years (minimum) with steady state annual production of 176 kt of natural rutile

e net present value (8%, real, post-tax) of US$318 million and an internal rate of return (real, post-
tax) of 24%

e pre-production capital cost of US$337 million consisting of:
o US$284 million (real) for Phase 1
o US$52 million (real) for Phase 2

o steady state unit cash costs (free on board (FOB) per tonne of natural rutile) of US$535/t (net of
co-product credits).

16 Tluka 2021 Full Year results presentation update dated 24 February 2022
17 Based on information provided in the Demerger Booklet.
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The PFS assumes a phased development of Sembehun based on leveraging the existing infrastructure in
place for Area 1 and integrating the development of Sembehun with the remainder of the operations at
Area 1. This phased approach allows the pre-production capital expenditure for Sembehun to be
minimised whilst maximising Sierra Rutile’s ability to utilise cash flows generated from Area 1 to assist in
funding the development of Sembehun. Specifically, it is expected that the project will be executed in
two phases as detailed below:

e Phase 1 will see construction of a complete operating facility with commissioning aimed to be
completed within 24 months from final investment decision

e Phase 2 will include development of the second run of mine tip with scrubber, a second concentrator
and the second stacker/storage area, with commissioning aimed to be complete within 24 months
from Phase 1 commissioning.

Sierra Rutile plans to commence a DFS by Q3 CY2022. The DFS is expected to take 12 months to
complete which would enable Sierra Rutile to reach a final investment decision for the Sembehun project
during CY2023. In the PFS, an allowance of 24 months has been assumed between final investment
decision and production commencement at Sembehun.

The figures below sets out Sembehun’s production profile based on current Ore Reserves and according
to the PFS.

Figure 10: Sembehun LOM ore run of mine production and grade profile as set out in the PFS
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Figure 11: Sembehun LOM rutile and ilmenite production profile as set out in the PFS
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2.5 Reserves and resources

Deloitte.

The following tables summarise the total attributable reserves and resources of Iluka as at
31 December 202118,

Table 2: Summary of Iluka’s heavy mineral ore reserves as at 31 December 2021

HM Assemblage

1.
2.
3.

Source: Iluka 2021 Annual Report, Demerger Booklet
Notes:
Table above subject to rounding

Ore Reserves are a sub-set of Mineral Resources.
The ilmenite and zircon grades are included for tabulation purposes under the Proved and Probable Reserve category. The

In Situ
) Ore Ore HM HM o hite Zircon Rutile (M+X)4
Region Reserve T_o.nnes T_or!nes Grade Grade Grade Grade Grade
Category Millions?  Millions (%) (%) (%) (%) (%)
Australia
Eucla Basin Proved 51 1.6 3.2 25 50 5 0
Probable 3 0.1 2.2 21 54 3 1
Eucla Basin 54 1.7 3.2 24 50 5 1
Perth Basin3 Proved 84 5.5 6.5 57 11 4 3
Probable 44 3.4 7.6 68 11 2 2
Perth Basin 128 8.9 6.9 61 11 3 2
Proved - Total 136 7.2 5.3 50 20 4 2
Probable - Total 46 3.4 7.3 67 11 2 2
Grand Total 182 10.6 5.8 55 17 3 2
Source: Iluka 2021 Annual Report
Notes:
1. Table above subject to rounding
2. Ore Reserves are a sub-set of Mineral Resources.
3. Rutile component in Perth Basin South West operations is sold as a leucoxene product.
4. M+X comprise rare earth element bearing minerals monazite + xenotime.
Table 3: Summary of Iluka’s rutile ore reserve for Sierra Rutile as at 31 December 2021
In Situ Mineral Content In Situ
Ore ) ) ) Rutile
Region Ore Reserve Tonnes Rutile Ilmenite Zircon Tonnes
Category Millions2 Grade (%) Grade (%) Grade (%) Millions
Sierra Leone
Area 1 Proved 24 1.4 0.7 0.1 26
Probable 14 1.4 0.5 0.1 10
Area 1 38 1.4 0.6 0.1 36
Sembehun Proved 111 1.5 0.9 0.1 127
Probable 63 1.4 0.9 0.1 56
Sembehun 174 1.5 0.9 0.1 183
Total Proved 134 1.5 0.9 0.1 153
Probable 78 1.4 0.8 0.1 66
Sierra Rutile - Total 212 1.5 0.9 0.1 219

confidence in the estimate of the grade and tonnage for ilmenite and zircon are however only to be considered as Probable
where rutile is Proved. Otherwise, the ilmenite and zircon are considered to be Inferred due to material factors influencing
the confidence in the estimates for ilmenite and zircon.

Ore reserves for Sierra Leone are stated on a gross (100%) basis. As of 31 December 2021, International Finance

Corporation (IFC) held a 10% equity stake in Iluka Investments (BVI) Limited, the holding company of Sierra Rutile
Limited. IFC subsequently sold its stake to Iluka in 2022.

Iluka Resources Limited - Independent expert’s report and Financial Services Guide

18 These statements conform with the 2012 Australasian Code for Reporting Exploration Results, Mineral Resources and Ore
Reserves (2012 JORC Code), other than the Ore Reserves for the South West deposits, which have not materially changed and
were estimated in accordance with the JORC Code (2004 Edition). Iluka Resources is undertaking further work in order to
report these estimates in accordance with the JORC Code (2012 Edition).
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Table 4: Summary of Iluka’s heavy mineral resources as at 31 December 2021

Deloitte.

Region

Australia
Eucla Basin

Eucla Basin
Murray Basin

Murray Basin
Perth Basin3

Perth Basin
The United States
Atlantic Seaboard*

Atlantic Seaboard
Sri Lanka

Sri Lanka®

Sri Lanka
Measured - Total
Indicated - Total
Inferred - Total
Grand Total

Mineral
Resource
Category

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Inferred

Source: Iluka 2021 Annual Report

Notes:

1. Table above subject to rounding

Mineral Resources are inclusive of Ore Reserves.

Material
Tonnes
Millions?

199
91

52
342
16
427
1,127
1,570
474
300
193
967

27
47
16
90

136
136
716
865

1,524

3,105

In Situ
HM
Tonnes
Millions?

o)

16

34
62
101
28
16

54

AR W

10
10
39
61
84

185

In Situ
HM
Grade
(%)

2.6
9.1
5.8
4.8
27.6
8.1
5.5
6.4
5.9
5.3
4.9
5.5

4.9
5.3
5.1
4.8

7.0
7.0
5.5
7.1
5.5
5.9

HM Assemblage

Ilmenite
Grade
(%)

33
68
62
56
62
45
35
40
58
53
55
56

67
64
60
64

65
65
55
51
42
48

Rutile component in Perth Basin South West operations is sold as a leucoxene product.

2
3.
4. Rutile is included in IImenite for the Atlantic Seaboard region.
5

Zircon
Grade
(%)

41
18
19
25
11
14
14
14
11
10

9
10

11
11
10

15
13
13
13

Rutile
Grade
(%)

= W NN

Jury

[V, I C, I, R, - - BN

AN UGuwn

(M+X)é
Grade
(%)

0.3
0.4
0.3
0.3
1.1
1.7
2.0
1.8
1.1
0.8
0.8
1.0

0.4
0.4
1.0
1.2
1.6
1.3

As at 31 December 2021, the total Mineral Resource for Coco was 340 Mt. The Mineral Resource attributable to Iluka

(reflecting Iluka’s 40% ownership) was 136 Mt.
M+X comprise the rare earth element bearing minerals monazite + xenotime.

o
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Table 5: Summary of Iluka’s rutile mineral resources as at 31 December 2021

Deloitte.

Region

Sierra Leone*
Area 1

Area 1
Sembehun

Sembehun
Other

Other
Total

Total

Ore Reserve
Category

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Measured
Indicated
Inferred

Material
Tonnes?
Millions

309
265
752

Source: Iluka management, Demerger booklet

Notes:

1. Table above subject to rounding

2. Mineral Resources are inclusive of Ore Reserves.

In Situ Mineral Content

Rutile
Grade
(%)

1.2
1.0
1.0
1.0
1.4
1.0
0.9
1.1

1.2
1.2
1.4
1.0
0.9
1.1

Ilmenite
Grade
(%)

0.5
0.5
0.5
0.5
0.9
0.7
0.6
0.7

0.8
0.6
0.6
0.7

Zircon
Grade
(%)

0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.1

0.1
0.1
0.1
0.1

In Situ

Rutile
Tonnes
Millions

535
1,402
190
2,128
1,871
1,713
1,945
5,529

2,406
3,116
2,135

7,657

In Situ
Ilmenite
Tonnes
Millions3

223
745
97
1,065
1,187
1,233
1,310
3,730

1,410
1,978
1,407

4,795

In Situ
Zircon
Tonnes
Millions3

37
174
17
229
146
117
148
411

183
292
165
640

3. The ilmenite and zircon grades are included for tabulation purposes under the Measured, Indicated and Inferred Resource
category. The confidence in the estimate of the grade and tonnage for ilmenite and zircon are however only to be
considered as Indicated where rutile is Measured. Otherwise, the ilmenite and zircon are considered to be Inferred due to
material factors influencing the confidence in the estimates for ilmenite and zircon.

4. Ore Reserves for Sierra Leone are stated on a gross (100%) basis. As of 31 December 2021, International Finance
Corporation (IFC) held a 10% equity stake in Iluka Investments (BVI) Limited, the holding company of Sierra Rutile
Limited. IFC subsequently sold its stake to Iluka in 2022.
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2.6 Project pipeline

The figure below outlines Iluka’s current project pipeline. Iluka’s pipeline includes its Sierra Rutile
operations and reflects the recent announcement of Iluka’s final investment decision for the
development of the Eneabba fully integrated rare earths refinery in Western Australia.

Figure 12: Current project pipeline

Estimated

Region Eucla Basin Murry Basin Perth Basin Sierra Rutile Accuracy
Mineral 342Mt @ 4.8% HM 1,570Mt @ 6.4% HM for 967Mt @ 5.5% HM for 752Mt @ 1.1% Rutile for Range

Resource for16Mt in Situ HM 101Mt in Situ HM 54Mt in Situ HM 8.1Mt in Situ Rutile (at end of
phase)

Preliminary m South West -15% to
Feasibility 30%
StUdy m + O
Definitive K
Feasibility SaliSRald 5%
+15%
Study
[ CELLE]
) Refinery
Project N/A
Execution SR1 Kiln
Restart
Producing AJ;EI:::';L m m N/A

Key:
- Reserve Estimate
- Resource Estimate
- Other

Source: Iluka management, Iluka ASX Announcement (2022 Bank of America Global Metals, Mining and Steel Conference
presentation dated 17 May 2022)
Note: Mineral Resource as at 31 December 2021 (see Section 2.5)

2.7 Capital structure
2.7.1 Shareholdings

Iluka’s substantial shareholders (shareholders with holdings greater than 5%) as at 8 April 2022 are
summarised in the table below.

Table 6: Iluka’s substantial shareholders

No ordinary shares Percentage of issued
No  Shareholder held (millions) ehares (%)
1 Perpetual Limited 36.1 8.5
Tyndall Asset Management 22.9 5.4
Total substantial shareholders 59.1 13.9
Other shareholders 365.1 86.1
Total shares outstanding 424.2 100

Source: National Association of Securities Dealers Automated Quotations (Nasdaq) advisory report
Note: Table above subject to rounding
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2.8 Recent share trading

The figure below illustrates Iluka’s share trading from 4 January 2021 to 17 May 2022.

Figure 13: Iluka’s share trading
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Over the 12 months ended 17 May 2022, 568.8 million Iluka shares were traded on the ASX,
representing 135% of the average shares outstanding for the period. Key market-sensitive
announcements, with a focus on Sierra Rutile, are summarised in the following table.

Table 7: Key announcements

Ref Date Commentary

Iluka announced its quarterly review to 31 December 2020. The review highlighted
a decline in rutile production quarterly mineral sands revenue. Iluka also
announced it had commenced a process to identify third parties willing to invest in
the next phase of Sierra Rutile's growth

1 27-Jan-21

Iluka announced its full year results to 31 December 2020. The results reflected
strong financial performance and the delivery of underlying NPAT of A$151 million
and a 2 cents per share dividend. Iluka also announced higher planned capital
expenditure of A$100 million in 2021

3 29-Mar-21 Iluka provided an update on dividends to be paid on 8 April 2021

2 25-Feb-21

Iluka announced its quarterly review to 31 March 2021 advising rutile production
was down 11% from Q4 2020. The review noted challenges in achieving
operational consistency at Sierra Rutile, which included difficulties in sourcing
specialised skillsets in-country

4 23-Apr-21

Iluka announced it had received promising news from the Australian Government in

5 11-May-21 relation to its Eneabba Rare Earth Refinery, supporting the possibility of financial
support

Iluka announced that it had provided the Sierra Leone Government with six

6 20-May-21 months’ notice to suspend operations at Sierra Rutile

Iluka announced that there have been no further developments in relation to the

7 21-Jun-21 third-party investment process regarding the Sierra Rutile project despite media
speculation
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Ref

10

11

12

13

14

15

16

17

18

19

20

21

Date

30-Jun-21

22-Jul-21

25-Aug-21

13-Sep-21

21-Oct-21

26-Oct-21

16-Nov-21

30-Nov-21

25-Jan-22

7-Feb-22

24-Feb-22

4-Apr-22

13-Apr-22

27-Apr-22

Commentary

Rio Tinto Limited announced force majeure on customer contracts at its Richards
Bay Minerals Project in South Africa; shares in mineral sands-producing companies
increased in response!®. JP Morgan also added Iluka to its Global Natural Resources
investment fund

Iluka announced its quarterly results to 30 June 2021 highlighting strong
performance in the production of rutile for the June quarter

Iluka announced its half year results for the six months ended 30 June 2021, which
saw gains in the share price due to increased product pricing and higher sales
volume. NPAT increased 14% from prior year to A$129 million and a 12 cents per
share interim dividend was declared. Iluka also announced that the Sierra Leone
Government agreed to alter Sierra Rutile's fiscal regime while Area 1 continues to
operate. In response, Iluka announced that it had deferred the potential
suspension until January 2022

Apollo Global Management approached by Tronox Holdings with a US$4.2 billion
all-cash acquisition offer. Tronox is a TiO2 pigment and chemical manufacturing
company and this signaled to Shareholders that Iluka may be considered a
takeover target by private equity firms?°

Iluka announced its quarterly review to 30 September 2021, noting increased
combined quarterly production due to SR2 and Narngulu operating at full capacity
and operational improvements at Sierra Rutile

Astro Resources NL acquired Iluka's 80% interest in the Jack Track tenement

Iluka presented an update on global operations, market conditions and project
pipelines, describing stronger pricing momentum for rutile from increased demand
for high grade rutile (natural and synthetic) as supply chains are challenged

Iluka announced estimates for the Wimmera WIN100 & WIM50 deposits.

Iluka announced its quarterly results to 31 December 2021, noting that it is
considering a potential demerger of the Sierra Rutile operations, and is also
continuing to progress work on a feasibility study for Sembehun. Iluka also advised
that previously announced adjustments to Sierra Rutile's fiscal regime for Area 1
were ratified by the Parliament of Sierra Leone in December and therefore it had
withdrawn its notice to suspend operations

Shareholder class action dismissed by the Federal Court of Australia. The action
against Iluka was in respect of alleged breaches of Iluka’s continuous disclosure
obligations and misleading or deceptive conduct in 2012

Iluka released its 2021 annual report, noting underlying NPAT of A$315 million,
return to maximum production settings, supply tightening, commodity price
increases and improvements in the Sierra Rutile projects. Iluka also provided an
update for minerals at Sembehun, highlighting increased mineral ore resources for
the in situ rutile deposits, with 34% of the resources now classified as measured,
as well as increased confidence in the ore reserve

Iluka announced final investment decision for the Eneabba Rare Earths Refinery
(Phase 3) following completion of the DFS and execution of a risk sharing
arrangement with the Australian Government

Iluka announced its intention to demerge Sierra Rutile as an ASX-listed entity with
the objective of allowing Iluka to focus its capital allocation priorities and
management attention to its Australian assets and development opportunities

Iluka announced its quarterly results to 31 March 2022 noting, overall production
declining 17.7% from the December 2021 quarter, with Sierra Rutile’s production
down 5.15% for the quarter. The review noted that spot rutile and synthetic rutile
prices were both at 10 year highs

Source: S&P Capital IQ, Iluka ASX announcements, Deloitte Corporate Finance analysis

19 Thomson Reuters
20 The Australian, Bridget Carter, 2021, Apollo’s Tronox bid lifts hopes for Iluka Resources investors
(https://www.theaustralian.com.au/business/dataroom/apollos-tronox-bid-lifts-hopes-for-iluka-resources-investors/news-
story/87a6322f92caffa8f9b268a023ac3531)

Iluka Resources Limited - Independent expert’s report and Financial Services Guide 33

Demerger of Sierra Rutile Holdings Limited

189



Independent Expert's Report //

Deloitte.
2.9 Financial performance
2.9.1 Consolidated financial performance

The profit and loss statements of Iluka for CY2018 to CY2021 are summarised below.

Table 8: Consolidated Statement of Profit or Loss

Audited Audited Audited Audited
Unit Actual Actual Actual Actual

CY2018 CY2019 CY2020 CY2021
Operating Revenue!? A$m 1,350.9 1,318.0 990.6 1,559.4
Revenue growth A$m 25.3% (2.4%) (24.8%) 57.4%
Other income A$m 3.1 2.4 21.2 9.8
Expenses A$m (870.3) (854.1) (799.3) (1,067.5)
Write-down of Sierra Rutile Limited A$m - (414.3) - -
Equity accounted share of profit - Deterra A$m - - 0.1 18.4
Interest and finance charges A$m (15.0) (15.0) (7.7) (6.2)
dFi{se:oaubr:ltltjfmlv?/?ngnd mine closure provision A$m (16.7) (38.0) (26.6) (8.9)
Total finance cost A$m (31.7) (53.0) (34.3) (15.1)
Profit before income tax A$m 452.0 (1.0) 178.3 505.0
Income tax expense A$m (148.1) (298.7) (74.8) (139.1)
oF:-::;;f:‘::r income tax from continuing A$m 303.9 (299.7) 103.5 365.9
Profit after tax from discontinued operations A$m N - 2,306.5 -
Profit for the period A$m 303.9 (299.7) 2,410.0 365.9
Key Performance Indicators (KPIs)
Financials
Mineral sands revenue A$m 1,244.1 1,193.1 947.0 1,485.8
Cash costs of production A$m 455.1 539.6 558.7 579.2
Underlying mineral sands EBITDA3 A$m 544.5 530.9 342.0 633.9
Underlying group EBITDA3 A$m 600.1 616.0 423.1 652.3
Group Earnings before interest and tax A$m 482.8 50.8 2,539.2 519.6
(EBIT)
Production
Total Z/R/SR production kt 731.7 702.4 585.2 719.5
Ilmenite production kt 395.1 318.6 455.9 563.7
Monazite concentrate production kt - - 44.4 57.7
Total saleable production kt 1,126.8 1,021.0 1,085.5 1,340.9

Source: Iluka CY2018, CY2019, CY2020 and CY2021 annual reports, Deloitte Corporate Finance analysis

Notes:

1. Operating revenue consists of mineral sands revenue (see KPIs) and freight revenue

2. Iluka demerged Deterra on 2 November 2020. Operating revenue from CY2020 onwards no longer includes revenue
generated from MAC royalties

3. Underlying mineral sands EBITDA excludes revenue and expenses related to the MAC royalty operations and/or Iluka’s
share in Deterra. This is included in the underlying overall EBITDA

4. Table subject to rounding

We note the following in relation to the financial performance of Iluka:

e operational revenue increased by 57.4% to A$1,559 million for CY2021, driven by a strong rebound
in operational performance, with a similar outcome at the EBITDA level. Zircon sales volumes
increased 48% to 355 kt following a return to pre-COVID-19 demand levels in the ceramics market.
Further, rutile prices increased 4% since 2020 in response to increasing market demand

e in CY19, Iluka wrote down its investment in Sierra Rutile by A$414 million (US$290 million) after
Sierra Rutile failed to perform in line with the original investment case (discussed in Section 2.4)

e profits after tax from discontinued operations resulted from the demerger of Deterra in November
2020. They include a A$2.2 billion gain on demerger and the reclassification of MAC royalty income
of A$81 million as discontinued operations

e A$18 million in equity-accounted profit reflects the 20% stake in Deterra Royalties Limited that Iluka
currently holds.
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2.9.2 Financial performance by operational segments

The figure below illustrates Iluka’s underlying EBITDA reported for CY2019 to CY2021 split between its
mining operations at Jacinth Ambrosia (JA/MW), Cataby and Capel (C/SW) and Sierra Rutile.
Underlying EBITDA of Sierra Rutile as a percentage of Iluka’s total underlying EBITDA?! has declined
from 10.0% in CY2019 to 5.6% in CY2020 and subsequently to 2.8% in CY2021.

Figure 14: Underlying EBITDA by operational segment (A$m)
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Source: Iluka annual reports, Deloitte Corporate Finance analysis

Notes:

1. JA/MW refers to mining operations at Jacinth-Ambrosia in South Australia and associated processing operations at the
Narngulu mineral separation plant in mid-west Western Australia

2. C/SW refers to mining operations at Cataby and the processing of ilmenite at Capel in Western Australia

3. ‘Other’ includes rehabilitation obligations in the US and idle assets located at the Murray Basin in Victoria, Australia

The figure below illustrates the zircon, rutile and synthetic rutile production reported for Iluka’s JA/MW,
C/SW and Sierra Rutile operating segments for the period CY2019 to CY2021.

Figure 15: Zircon, rutile and synthetic rutile production (kt)
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Source: Iluka annual reports, Deloitte Corporate Finance analysis
Notes:
1. JA/MW refers to mining operations at Jacinth-Ambrosia in South Australia and associated processing operations at the
Narngulu mineral separation plant in mid-west Western Australia
2. C/SW refers to mining operations at Cataby and the processing of ilmenite at Capel in Western Australia
3. 'Other’ includes rehabilitation obligations in the US and idle assets located at the Murray Basin in Victoria, Australia

21 Excluding support and corporate costs
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transitioned from Jacinth to Ambrosia.

2.10 Financial position

The balance sheet of Iluka for CY2018 to CY2021 is summarised below.

Table 9: Consolidated Balance Sheet

Deloitte.

As shown above, Sierra Rutile’s production accounts for c. 20% of overall production. CY2020 production
of JA/MW declined to similar levels as production was disrupted whilst mining operations were

A$m

Assets

Current Assets

Cash and cash equivalents
Receivables

Inventories

Current tax receivables
Derivative financial instruments
Total current assets
Non-current assets
Investments accounted for using the equity method
Derivative financial instruments
Property, plant and equipment
Deferred tax assets

Intangible asset - MAC Royalty
Inventories

Right of use assets

Total non-current assets
Total assets

Liabilities

Current liabilities

Payables

Derivative financial instruments
Current tax payable

Provisions

Lease liabilities

Total current liabilities
Non-current liabilities
Interest-bearing liabilities
Derivative financial instruments
Provisions

Financial liabilities at fair value through profit or loss
Lease liabilities

Total non-current liabilities
Total liabilities

Net assets

Audited
Actual

31-Dec-2018

51.3
162.6
387.1

7.7

608.7

1,379.1
215.6
3.9

4.6

1,603.2
2,211.9

153.2

4.4
143.6
105.6

406.8

49.5
7.3
638.3

695.1
1,101.9
1,110.0

Source: Iluka CY2018, CY2019, CY2020 and CY2021 annual reports

1. Figure above subject to rounding

Audited
Actual

31-Dec-2019

1,126.2
22.1

3.5

84.1
20.5
1,256.4
1,894.4

140.8
3.7
96.1
112.6
9.2
362.4

54.0
1.6
715.6
28.4
20.8
820.4
1,182.8
711.6
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Audited
Actual

31-Dec-2020

87.1
95.5
504.1

1.9
688.6

452.1
0.6
1,066.8
28.4

112.0
15.4
1,675.3
2,363.9

129.4

29.3
95.0
7.5
261.2

36.9

750.5
7.2

15.8
810.4
1,071.6
1,292.3

Audited
Actual

31-Dec-2021

294.8
253.7
489.7

1,038.2

455.7

1,009.5
39.1

65.0

28.7
1,598.0
2,636.2

174.8
0.5
28.5
100.1
8.7
312.6

690.8
11.0
27.2

729.0

1,041.6

1,594.6
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We note the following in relation to the financial position of Iluka:

e cash on hand of A$295 million as at 31 December 2021 includes deposits on call of A$202 million.
The increase in cash and receivables in CY2021 was the result of Iluka’s strong performance through
CY2021

e provisions predominantly refer to the cost of performing land rehabilitation, mine closure and
restoration obligations

e interest bearing liabilities largely relate to a Multi Optional Facility Agreement (MOFA) which
consists of a series of five-year unsecured committed bilateral revolving credit facilities totaling
A$512 million as at 31 December 2021. The drawn balance of A$37 million as at 31 December 2020
was repaid in CY2021. These facilities are due to expire in July 2024; the Proposed Demerger will
not trigger a renegotiation of terms

e property, plant and equipment (PP&E) decreased from A$1,379 million as at 31 December 2018 to
A$1,126 million as at 31 December 2019, largely due to the impairment of Sierra Rutile in CY2019
(discussed in Section 2.4).
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3 Implications of the Proposed Demerger

3.1 Operating and ownership structure

The operating and ownership structure of Sierra Rutile following the Proposed Demerger is depicted in

the figure below.

Figure 16: Sierra Rutile’s corporate structure after the Proposed Demerger
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Sierra Rutile

International South
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<0.01%

We note the following in relation to the post-demerger operations of Iluka and Sierra Rutile:

e after the Proposed Demerger, Iluka will continue to be an ASX-listed mineral sands and rare earths
company focused on its core Australian assets and development opportunities. It will not retain an
ownership interest in Sierra Rutile. The current Iluka business plan will remain unchanged

o following the Proposed Demerger, Sierra Rutile will be an ASX-listed, West African-focused mineral

sands company.

This is discussed in further detail below.
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3.2 Strategy post the Proposed Demerger

3.2.1 Iluka

Following the Proposed Demerger of Sierra Rutile, Iluka will be an international critical minerals
company and will continue to produce zircon, high grade TiO2 feedstocks (rutile and synthetic rutile) and
rare earths. Iluka’s current business plan and objective to deliver sustainable value will remain
unchanged following the Proposed