DAMWATCH

ENGINEERING BEYOND THE SURFACE

Memo
To: Shay McDonald
From: Steve Mclnerney, Damwatch Engineering Ltd
CC: D Randal, A Rodgers, ] Macdonald
Date: 25 August 2026
Subject: Matakinui Trust Funding Adequacy Review

1 Executive Summary

This memorandum reviews the Applicant's response to RFl 11 Questions 12—-16 relating to
bonding, long-term environmental liabilities, and the proposed Matakinui Trust funding
arrangements.

The review considers the Applicant's RFI response together with the accompanying funding model
scenarios in order to respond to the questions posed in your email 14" August 2026, requesting:

e A clear statement of whether the S50M starting money is likely to be adequate to enable the
trust to carry out its functions, or not.
e Anindication of how certain you are in this conclusion.

e |If S50M is not adequate, an indication as to the amount of money that, in your opinion, would
be needed.
e Reasons for your conclusion as to adequacy of the funding, including:
— Any assumptions you have made and why
— Any assumptions the applicant has made, and whether these are reasonable (or at least
identification of areas where it is not clear what the applicant has assumed in arriving at
their costing of a particular function)
— Whether there is any additional information that is needed to inform your assessment and
a clear description of what this information is and why it is needed
— Whether there are any functions / activities that you are unable to cost because they are
outside of your area of expertise
— Whether, based on your experience, there are any other necessary post-closure
monitoring or maintenance requirements for closed mines that are not explicitly listed as a
function of the trust, or that have not been costed (appropriately or at all) in the RFI
response, and an indication of the likely cost of carrying out these functions

The Applicant proposes a framework consisting of:

e A Biodiversity and Heritage Enhancement Fund (BHEF) providing $10 million over the
production period.

e An annually reviewed resource consent bond.

@ +64 43811300 @ +64 43811301 DAMWATCH ENGINEERING
@ Level 3,88 The Terrace, PO Box 1549, Wellingten 6140, New Zealand www.damwatch.co.nz



Consent Technical Support - RMFT25.007 - Matakanui Gold Limited

Matakinui Trust Funding Adequacy Review 25/08/2026

e A Matakinui Trust funded through escrow contributions intended to provide for long-term and
potentially perpetual post-closure obligations.

The principal question is whether the proposed Trust funding target of approximately $50 million is
sufficient to support obligations extending for at least 200 years after closure.

Based on the information provided, Damwatch reconstructed a simplified version of the
Applicant's funding model to assess the reasonableness of the proposed Trust funding
arrangements. The information supplied does not demonstrate that the proposed funding level is
adequate to meet the identified long-term liabilities. Furthermore, the available evidence indicates
that a $50 million fund is unlikely to be sufficient. Scenario modelling suggests that funding in the
order of $100-110 million may be required to maintain long-term solvency under the Applicant's
stated assumptions.

Damwatch has a moderate to high level of confidence that the proposed $50 million Trust funding
target is insufficient. While uncertainty remains regarding the ultimate scale of future liabilities, all
reasonable funding scenarios assessed indicate that a material increase in funding would be
required before long-term adequacy could be demonstrated.

2 Key Findings

The proposed funding framework is conceptually sound; however, the current information does
not demonstrate that the proposed Trust funding level is adequate to meet long-term closure and
post-closure obligations. Significant uncertainty remains regarding water treatment duration, build
up of costs, investment performance, inflation, catastrophic risk exposure, and obligations
extending beyond the current modelling horizon.

2.1 Long-Term Liability Profile

The proposed Trust would ultimately assume responsibility for a range of ongoing obligations
including:

e Active and passive water treatment systems.

e Residual mine infrastructure and tailings facilities.

e Predator-proof sanctuaries.

e Pest management programmes.

e Ecological restoration areas.

e Public access infrastructure.

e |nsurance.

e Monitoring, reporting and administration. Water treatment represents the dominant liability
throughout the post-closure period.

The Applicant's estimates include:

e Active treatment at approximate!yjjj |l rer annum for 50 years.
e Passive treatment at approximately ||l rer annum for 10 years.
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e Ongoing passive treatment at approximately || I rer annum through to Year 214.

e Additional capital expenditure is associated with treatment system installation and
decommissioning.

These costs are assumed to escalate with inflation and extend over timeframes substantially longer

than conventional infrastructure planning periods.

The review considers the uncertainty associated with forecasting treatment requirements,
technology performance and operating costs over such extended periods to be significant.

2.2 Assessment of Funding Adequacy

The Applicant's funding proposal assumes:

e Annual escrow contributions of $5 million.

e Total funding of approximately $50 million.

e Long-term investment returns of 5.26% per annum.

e CPl escalation broadly consistent with Treasury assumptions.
e Tax-exempt Trust status.

The Applicant concludes that these assumptions allow the Trust to meet obligations through to
approximately Year 200.

However, the supporting modelling necessary to independently verify that conclusion has not been
provided. The information supplied does not include:

e Full annual cashflow projections.

e Fund balance trajectories.

e Net present value estimates for future investment.
¢ Investment strategy assumptions.

e Sensitivity testing.

¢ Independent verification of funding adequacy.

Accordingly, funding adequacy cannot presently be confirmed.

This review indicates that the scale and duration of liabilities are more consistent with a starting
fund substantially greater than $50 million.

3 Spreadsheet Scenario Results

The scenario modelling provides useful insight into the likely funding requirements associated with
the proposed Trust arrangements, based on the reconstructed base funding model. All scenarios
assume that Trust capital is utilised to meet expenditure obligations, as projected investment
earnings do not exceed annual expenditure requirements over the model period.

Key outcomes are summarised below:
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l 143
Overa C?s xpense Verr e
Estimate

from Yr6toYr15 15 ($m) exceeded
toYr214

Applicant funding Available fund at Yr

Scenario

Minimum
balance year

Applicant return + CPI escalation

Safety and Risk Event))

Proposed Scenario: invest $5 M pa investment $50,000,000 $63,657,945 I 32 214
Applicant return + CPI escalation

(Scenario 1 - invest $9 M pa) $90,000,000 $100,308,095 | 64 214
Appl|car1t retyrn + CPI escalation Not exceeded

(Scenario 2 - invest $10.35M pa)) $103,500,000 $115,354,310 I 214
Applicant return + CPI escalation

(Scenario 2a - invest $10.35 M pa includes Dam

Safety and Risk Event)) $103,500,000 $115,354,310 I 84 214
Applicant return + CPI escalation

(Scenario 3 - invest $10.6 M pa includes Dam $106,000,000 $118,140,646 ] Not exceeded 214

3.1 Baseline Scenario

e Total funding approximately $50 million.

e Trust balance at Year 15 approximately $63.7 million.

e Funding becomes inadequate by approximately Year 32.
e Long-term balances become materially negative.

3.2 Scenariol

e Total funding approximately $90 million.
e Trust balance at Year 15 approximately $100 million.
e Funding becomes inadequate by approximately Year 64.

3.3 Scenario 2

Total funding approximately $103.5 million.
Excludes dam safety and risk allowance.

Fund remains positive throughout the model period.
Minimum balance remains positive to Year 214.

3.4 Scenario 2A

e Same funding level as Scenario 2.
¢ Includes dam safety and risk-event costs.
e Funding becomes inadequate by approximately Year 84.

3.5 Scenario 3

e Total funding is approximately $106 million.
¢ Includes dam safety and risk-event costs.
e Fund remains positive throughout the model period.

These results indicate that the funding requirement may be approximately double the currently

proposed Trust funding level once risk allowances are incorporated.

The modelling suggests a practical funding requirement of approximately $100-110 million,

depending on final assumptions and contingency allowances.
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4 Key Risks

Several significant risks remain unresolved.

4.1 Investment Returns

The funding model relies heavily on achieving sustained nominal investment returns of
approximately 5.26% over very long periods. Small reductions in returns materially affect fund
performance and may result in funding shortfalls.

4.2 \Water Treatment Uncertainty

Water treatment costs dominate the liability profile. Any increase in treatment duration, treatment
intensity, or operating costs would materially increase required funding.

4.3 Inflation Risk

The model assumes relatively stable long-term inflation. No evidence has been provided
demonstrating performance under sustained higher inflation scenarios.

4.4 Dam Safety and Catastrophic Events

The proposed Trust Fund does not include ongoing dam safety management and significant dam
safety related risk-events. We have included allowance for these items in Scenarios 2a and 3; these
costs materially alters funding outcomes. Additional information is required to demonstrate that
catastrophic or uninsurable events are adequately covered through the combined bond, insurance
and Trust arrangements.

4.5 Perpetual Obligations

The modelling generally extends to Year 214, while several obligations are described elsewhere as
perpetual. Further clarification is required regarding obligations beyond the current modelling
horizon.

5 Principal Preservation Case

An alternative approach would be to treat the initial $50 million contribution as an enduring
capital reserve and fund routine Trust activities only from investment income generated on that
principal. This approach would better align with a perpetual-fund structure because the principal
would be preserved as a buffer against future uncertainty, while annual expenditure would be
constrained to the sustainable real return achieved by the Trust after inflation, fees and any tax
effects.

However, this would materially reduce the amount available for annual post-closure expenditure
unless investment returns are consistently strong. On the Applicant's assumed nominal return of
5.26%, the gross annual return on $50 million would be approximately $2.63 million before
inflation, fees and any other deductions. This is less than the estimated active water treatment
cost of approximately |l rer annum during the first 50 years, before allowing for other
Trust obligations. This indicates that a principal-preservation model based on a $50 million fund
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would not be sufficient to meet the currently identified annual expenditure profile unless
additional funding sources, reduced liabilities, or staged top-up contributions are provided.

6 Conclusions and Recommendations

The Applicant has proposed a logical framework combining a bond, a long-term Trust and a
biodiversity and heritage fund. However, the current information does not demonstrate that the
proposed S50 million Trust funding target is adequate.

This review concludes that:

e Funding adequacy remains unproven.

e The proposed S50 million funding level appears insufficient.

e Long-term liabilities are dominated by water treatment obligations extending for at least 200
years.

e Scenario modelling indicates funding requirements in the order of $100 to $110 million may be
necessary under current assumptions.

It is recommended that:

e The Applicant provide the complete financial model supporting its adequacy assessment.

¢ Independent financial assurance and closure funding review be undertaken.

e Comprehensive sensitivity analyses be completed.

e The Trust Deed and investment strategy be reviewed before transfer of liabilities.

e Obligations extending beyond Year 214 be clearly defined and incorporated into future funding
assessments.

e The Applicant should explicitly model a principal-preservation case in which the initial $50
million remains intact and Trust activities are funded only from sustainable net investment
income. This scenario should include inflation-adjusted returns, investment management costs,
timing of expenditure and clear trigger points for additional funding or bond drawdown if
income is insufficient.

Overall, the current evidence does not provide sufficient confidence that the proposed Trust
funding level will meet the full extent of long-term closure and post-closure obligations without
material risk of future funding shortfall.

7 About the Author

Steve Mclnerney is a Technical Director and Executive Manager of Damwatch Engineering Ltd and a
civil and dam engineering professional with more than 38 years’ experience in dam safety,
engineering condition assessment, construction planning and management, and related technical
matters.

Since 2012, he has undertaken detailed reviews of the annual bond estimates prepared for the
Macraes Gold Project on behalf of regulatory authorities. These reviews have included
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assessments of rehabilitation costs, risk contingencies, post-closure obligations, environmental
liabilities and overall bond adequacy.

His work has included the independent review of annual closure bond estimates exceeding NZ$80
million and consideration of the funding required to enable regulators to meet closure and
rehabilitation obligations in the event of premature mine closure.

This extensive experience in assessing mine-closure liabilities and financial assurance requirements
is directly relevant to the assessment of financial assurance for the Santana Gold Mine.

Document history and status

Issue no. Issue date Description L AU ASIPIOTEE
by by by
1 2026-08-24 Draft issue for client review SMI JE SMI
2 2026-08-25 Memo Issue to client SMI SMI

Note: In terms of the NDA, | had some assistance from a colleague at Damwatch who reviewed the recreated excel model in terms

of formulas and links in a way that did not divulge any confidential information from the unredacted document.

Damwatch Engineering Limited (Damwatch) has prepared this document and all associated information and correspondence

(Advice) for the sole use of Otago Regional Council for the purpose and on the terms and conditions agreed between Damwatch

and the Client. Only the Client may use or rely on this Advice. Damwatch and all directors, employees, contractors and

subconsultants of Damwatch are not responsible or liable for any loss, damages, costs or claims that a party other than the Client

has suffered or incurred from relying on this Advice. This Advice is prepared on the date set out above. Damwatch has no
obligation or responsibility to update the Advice.
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Matakinui Trust Funding Model
Detailed year-by-year funding model using the information available in the RFI 11 Bonding and Economics attachments.

Model period

Post-closure start used in model
Applicant committed funding

Applicant stated return

Cost escalation used in nominal scenario

Key model limitation

Year 1to Year 214

Year 15 (based on 14-year operating life and post-closure expenditure beginning after Year 14).
$5M p.a. from Year 6 to Year 15, total nominal contributions of $50M.

5.26% p.a. from Year 6 onwards.

2.7% p.a. to Year 50 and 2.0% p.a. thereafter, as stated by the applicant.
The underlying applicant cashflow model was not provided, so this workbook makes explicit timing assumptions from the PDF text.

Overall Cost Expense

Applicant funding Available fund atYr . Year budget Minimum Minimum balance
Estimate Comment

from Yr6to Yr 15 15 ($m exceeded balance year m
($m) toYr214 y ($m)

Applicant return + CPI escalation Uses 5.26% annual return with CPI

Proposed Scenario: invest $5 M pa investment $50,000,000 63,657,945 I 32 214 ($1,455,989,502,681) |escalation as described.

Applicant return + CPI escalation Uses 5.26% annual return with CPI

(Scenario 1 - invest $9 M pa) $90,000,000 $100,308,095 I 64 214 ($417,616,726,220) |escalation as described.

Applicant return + CPI escalation Uses 5.26% annual return with CPI

(Scenario 2 - invest $10.35M pa)) $103,500,000 $115,354,310 I Not exceeded 214 $9,061,400,640 |escalation as described.

‘Applicant return + CPI escalation

(Scenario 2a - invest $10.35 M pa includes Dam Uses 5.26% annual return with CPI

Safety and Risk Event)) $103,500,000 $115,354,310 _ 84 214 ($70,924,671,812) |escalation as described.

Applicant return + CPI escalation )

(Scenario 3 - invest $10.6 M pa includes Dam $106,000,000 $118,140,646 I Not exceeded 214 $8,080,796,125 | U3¢ -26% annual return with CPI
escalation as described.

Safety and Risk Event))

Immediate interpretation

On the nominal CPl-escalated scenario using the applicant-stated 5.26% return, this model indicates an indicative Year 15 funding requirement materially above $S50M.
A funding model circa $100+ M would meet identified cost model.

Source caution

RFI 11 Q12-Q16 Bonding states that the modelling is preliminary and will be updated through Mine Closure Plan certification and annual bond review. This workbook is a reconstruction based on RFI 11 statements, not an independent verified

closure cost estimate.

Page 1 Matakinui Trust Funding Model
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Assumptions and source inputs

Assumption Source / comment

Model start year 1 Static Model setup

Model end year 214 Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-13

Operational life / closure year 14 Input RFI 11 Q23-Q30 ics states life is approxil 14 years; Years 15-16 negative due closure
expenditure.

Post-closure start year 15 Model assumption Assumed as Year 15 because operational life is approximately 14 years.

Annual Trust / escrow contribution $5,000,000 Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-13

Contribution start year 6 Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-14

Contribution end year used 15 Model assumption Uses 10 contributions of $5M p.a. to reach total $50M; from Year 6 up to maximum $50M.

Applicant return p.a. 5.26% Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-13

CPI escalation to Year 50 2.70% Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-14

CPI escalation after Year 50 2.00% Input Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-15

Tax rate on Trust income 0.00% Input Applicant assumes charitable/not-for-profit status and exempt income.

Cost multiplier 100.00% Scenario input Use to test cost contingency / uncertainty.

Page 2 Matakinui Trust Funding Model
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Post-closure cost inputs, present-day terms

Present-day amount

Timing / description

Model treatment

Source

Maintaining water treatment - active Until Year 64, 50 years post-closure Annual Years 15-64 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-13
Maintaining water treatment - passive initial 10 years until Year 74 Annual Years 65-74 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-14
Maintaining water treatment - passive long- Until Year 214, 200 years after closure  Annual Years 75-214 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-15
term

Decommissioning active WTP Year 64 One-off Year 64 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-16
Establishment of passive WTP Year 64 One-off Year 64 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-17
Decommissioning passive WTP Year 200 One-off Year 200 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-18
Predator-proof eco-sanctuaries Year 17 onwards to Year 200 Annual Years 17-200 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-19

Wide-scale pest control aerial baiting Every three years from Year 17 onwards  Every third year from Year 17 to Year 214 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-20
Wide-scale pest control follow-up . o''ow up Annual Years 17-214 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-21
Ecological uplift plans Over Years 19, 20 and 21 Spread evenly over Years 19-21 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-22
Nominal annual replanting Every year thereafter Annual from Year 22 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-23
Public access ways pa. Annual from Year 17 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-24
Insurance I W - vsed Annual from Year 17 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-25
Administration pa. Annual from Year 17 Source: RFI 11 Q12-Q16 Bonding.pdf, Q12-Q13, pages 8-26

Page3
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This sheet shows the nominal CPI-escalated case using the applicant-stated 5.26% p.a. return and $5M p.a. contributions from Year 6 to Year 15.

[annuat funding modet

i

Matakinui Trust Funding Model

Paged



552 pm

Base Case_Annual Model

ing Ltd

Prepared by: Damwatch Engineer

AR AR

Matakinui Trust Funding Model



ﬂ 1O
I
| i nn"m
I NN
T AR R E T
ot NN
I NIRRT
BT AR EN T
I NIRRT
Utk NN
- NIRRT
1111 DT
DA NIRRT
- DR :
1l |
AN TR




Hmmmmmwwwwhhhhhmmmnmn—n—nn——n——————nnnnhnnhnh




Prepared by: Damwatch Engineering Ltd Scenario 2_$10.35M 24/08/2026




24/08/2026

_$10.35M

Scenario 2
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Scenario 22_$10.35M 405

Prepared by: Damuatch Engincering Ltd

This sheet shows the nominal CPl-escalated case using the applicant-stated 5.26% p.a. return and $9.5 M p.a. contributions from Year 6 to Year 15.

Includes Dam Safety Monitoring Year 15 to Year 214 and includes a Significant Risk Event
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This sheet shows the nominal CPl-escalated case using the applicant-stated 5.26% p.a. return and $10 M p.a. contributions from Year 6 to Year 15.
Includes Dam Safety Monitoring Year 15 to Year 214 and includes a Significant Risk Event
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Sources, assumptions and limitations

Type
Source

Source

Model assumption

Model assumption

Model assumption

Limitation

Limitation

Item
RFI 11 Q12-Q16 Bonding.pdf

RFI 11 Q23-Q30 Economics.pdf

Post-closure start
Contribution timing

Pest follow-up

No applicant model provided

No detailed WTP performance/cost
uncertainty

Description
Trust functions, contribution mechanism, cost estimates, escalation/return references, preliminary modelling statement.
Economic context, operational life of approximately 14 years, Q26 cost categories included in Updated PFS.

Year 15 is used based on the approximately 14-year operational life. The source also refers to active treatment for 50
vears post-closure and to Year 64, which aligns with Years 15-64 inclusive.

Ten deposits of $5M are assumed for Years 6-15 to reach the stated maximum of $50M. If payments occur at the start
rather than end of each year, balances will differ slightly.

The source says_ this workbook interprets that as-

The model should be checked against the applicant annual cashflow model if provided.

Costs provided appear illustrative only and do not replace specialist water treatment cost risk analysis.

Matakinui Trust Funding Model



Client: Otago Regional Council TSF Safety 24/08/2026

Prepared: Damwatch Engineering Ltd

Estimate of Dam Safety Requirements for a TSF

Assumptions From To

Dam Safety Operations commence Y15 Y214

CDSR, DSMP, FMEA and PIC completed prior Y10 Y11

Annual DS activities No Amount Total

Monthly Instrumentation data review Y15 Y214 4 $2,000 $8,000

Monthly DS inspection 12 $2,000 $24,000

IDSR 1 $7,500 $7,500

Minor Maintenance Activity 1 $5,000 $5,000

DSAP review and sign off 1 $5,000 $5,000
$49,500

5-Yearly Y15 Y214

CDSR 1 $42,000 $42,000
$42,000

15-Yearly Y15 Y214

FMEA Update 1 $45,000 $45,000

PIC reassessment 1 $7,000 $7,000
$52,000

Dam Safety Incident

Allow for significant risk event Y100 Y101 1 $20,000,000( $20,000,000

$20,000,000

Matakinui Trust Funding Model





