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Interview with Pure Alumina Managing Director
Martin McFarlane

The following is an Inside Briefing interview with
Pure Alumina Managing Director Martin McFarlane

In this interview, Martin McFarlane discusses Pure Alumina’s agreement to acquire
Canadian high purity alumina producer Polar Sapphire. Key points in this interview include:

e Pure Alumina’s agreement to acquire Polar Sapphire provides a low cost way to fast track
the Company’s strategy to become the world’s premier supplier of high purity alumina
(HPA)

e Polar Sapphire’s patented process produces the highest commercial-grade HPA, known
as 5N HPA, at its Toronto pilot plant. 5N HPA commands a premium in the market

e On completion of the Polar acquisition, Pure Alumina will move to rapidly expand HPA
production capacity to 1,000tpa within a year and 5,000 tpa in 3 years to capitalise on
the exceptional growth forecast for HPA stemming from its use in LED lighting and lithium
batteries for electric vehicles

Inside Briefing: Pure Alumina has agreed to acquire Canadian company Polar Sapphire. What
attracted Pure Alumina to this deal?

Martin McFarlane: The fundamentals of the HPA market are very strong, with its exceptional
growth arising from the global adoption of LED lighting and HPA’s use as a coating on lithium
battery separators for electric vehicles. The Polar acquisition enables Pure Alumina to be in
commercial HPA production in less than a year. This is several years earlier than previously
planned and at a substantially lower capital cost.

Inside Briefing: Under the terms of the deal, Pure Alumina will pay €525.7m (A$27.1m) for the
acquisition. How will your Company fund this? Will funding be difficult given that Pure Alumina
currently has a market capitalisation of $7m?

Martin McFarlane: The consideration for Polar Sapphire consists of C$13.75m in Pure Alumina
shares and C$12m in cash. Pure Alumina is seeking to raise AS30m in a combination of debt and
equity. We believe that with the Company expected to be in production and cashflow within a
year, it can support a robust debt capacity. Raising money is nearly always a challenge, however
the amount we need to raise is considerably smaller than some other listed HPA aspirants, which
will require significantly more to build their commercial scale operations.
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Inside Briefing: Pure Alumina already had plans to establish itself as an HPA producer using its
extensive Yendon kaolin resources as a feed stock? Why has it switched its focus to Polar
Sapphire?

Martin McFarlane: The Yendon pre-feasibility study found that Pure Alumina’s plan to use its
kaolin to produce HPA would deliver robust financial and technical outcomes. However, some
investors had concerns about the size of the initial capex and the timeframe of 3+ years to
production. Acquiring Polar addresses these market concerns, with total cost to commercial
production reduced by more than 90%, including acquisition costs, and the timeline to commercial
production reduced to less than a year. The blue sky is that our processes are compatible and our
plan is to integrate them over the next three years, once we have initiated and expanded HPA
production and revenue, so that eventually we plan to use kaolin instead of aluminium as the feed
material, further reducing the already low forecast operating costs

Inside Briefing: If Polar Sapphire’s process is so good, why are its owners selling the company?

Martin McFarlane: Polar Sapphire’s major shareholders are venture capital funds whose
mandates are limited to start-ups. As Polar is now entering commercial operation, the VC funds
are looking to set up the funding and development of the project in the best way possible for
future success.

Inside Briefing: The Polar Sapphire team obviously has the knowledge and expertise when it
comes to this world-leading technology. What role will they play in the Company once the
acquisition is completed?

Martin McFarlane: A key part of the acquisition is that all the Polar team will be retained to
construct and operate the commercial HPA facility. | am delighted to say that as part of this, Polar
MD Scott Nichol will take up the Managing Director’s role to lead Pure Alumina once the
acquisition is complete.

Inside Briefing: What is Polar Sapphire’s current HPA production capacity? How does Pure
Alumina plan to expand that capacity to capitalise on the growing demand for HPA?

Martin McFarlane: Polar’s pilot plant has a capacity of approximately 150 tonnes per annum of
HPA. But as it is a pilot plant, it is used for both R&D and HPA production. Once the acquisition is
completed, we plan to build a new 1000tpa HPA facility in Toronto. This is expected to cost
~US$12m and be commissioned within a year. New HPA capacity will then be added in line with
the growth in sales. The Polar patented process is modular so expansions are all stand alone and
won’t impact existing production.

Inside Briefing: What is HPA and what is it used for?

Martin McFarlane: HPA is an abbreviation of high purity alumina or aluminium oxide. High purity
means its purity exceeds 99.9% for 3N, 99.99% for 4N and 99.999% for 5N, which is typically the
grade Polar makes. As the purity increases, so does the price in the market. By comparison, smelter
grade alumina, used to make aluminium, is typically 98.5% purity.

Today, more than 80% of HPA is used to make synthetic sapphire, which is a diamond-like
substance that is very hard, chemically inert and stable at high temperatures. Synthetic sapphire
is used in many products, the biggest of which is LED lighting. But it is also used in scratch-proof
watch faces and mobile camera lenses, semi-conductor tools and optical equipment. The fastest
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growing use of HPA is as a coating on lithium battery separators to reduce the risk of them
overheating and catching fire. Within a few years, this is expected to be the largest use of HPA as
electric vehicles replace combustion engines and batteries for energy storage roll out.

Inside Briefing: What is the outlook for HPA demand? What will be the driving forces for this
demand?

Martin McFarlane: HPA is a boutique, high-value market that is growing rapidly. A decade ago,
demand was only a few thousand tonnes per annum and today it is estimated at 30,000 tpa. This
growth is being driven by LED lighting, a much more energy efficient form of lighting. However,
growth is projected to further escalate to 100,000 tpa or more within the next decade due to the
strong growth in batteries for vehicles and energy storage.

Inside Briefing: What happens next?

Martin McFarlane: Completing the acquisition is the current focus for both Pure Alumina and
Polar Sapphire. We are currently in the process of appointing brokers and advisors to raise the
necessary capital and to work through the steps to completion of the deal. We are aiming to reach
completion in June, subject to regulatory and other approvals.

Simultaneously, we are working on the integration strategy and continuing to market our product.
There is a high level of interest in Polar’s HPA from sapphire producers and we have sent battery
material to separator manufacturers for testing.
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Important Notice:

Read Corporate has taken care in the provision of assistance to compile and publish this information on behalf of Pure Alumina in good faith
and as agent of Pure Alumina for the purpose of providing the information to the ASX and those to whom it is published by the ASX. Read
Corporate makes no warranties as to the accuracy of any facts or representations contained in the information, and has relied upon
information provided to it in publishing this material to the ASX. Read Corporate does not accept any responsibility for any opinions expressed
in the information or material. Read Corporate is not a financial adviser and this information and material is not financial or other advice of
any type whatsoever. Subject to any terms implied or imposed by law and which cannot be excluded, Read Corporate is not responsible for
any reliance, loss, damage, cost or expense incurred by any reliance upon this information and material or by acting upon it or for any error,
omission or misrepresentation conveyed. This information is general only and does not take into account any individual objectives of
investors. Read Corporate encourages the reader to read the full ASX announcements published by Pure Alumina. Professional advice should
be taken before making investment decisions.

Caution Regarding Forward-Looking Statements:

This announcement contains forward-looking statements concerning Pure Alumina. Forward-looking statements are not statements of
historical fact and actual events and results may differ materially from those described in the forward-looking statements as a result of a
variety of risks, uncertainties and other factors. Forward-looking statements are inherently subject to business, economic, competitive,
political and social uncertainties and contingencies. Many factors could cause Pure Alumina’s actual results to differ materially from those
expressed or implied in any forward-looking information provided by Pure Alumina, or on behalf of, Pure Alumina. Such factors include,
among other things, risks relating to additional funding requirements, commodity prices, exploration, development and operating risks,
competition, production risks, regulatory restrictions, including environmental regulation and liability and title disputes.

Forward looking statements in this document are based on the Pure Alumina’s beliefs, opinions and estimates as of the dates the forward-
looking statements are made, and no obligation is assumed to update forward looking statements if these beliefs, opinions and estimates
should change or to reflect other future developments.
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