Western Australia s next
big thing

Mining and infrastructure expert David Utting of DUC explains October’s flurry of activity
in Western Australia’s Yilgarn Iron Province (YIP). The Province extends from Kalgoorlie to
Koolyanobbing and up to Wiluna and already has a JORC resource of 4.7 billion tonnes, and
CET of 14.5 billion tonnes of iron ore.
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t's not a stampede, but the
flurry of overseas interest in the
Yilgarn Iron Province (YIP) has
certainly turned some heads in October.
¢ Indian government-owned iron ore
player National Mineral Development
Corporation Ltd’s (NMDC) made a
cornerstone investment in Legacy
Iron Ore and plans to put $1.5
billion up to develop the Mt Bevan
Iron Project,

e Kobe’s Steel's proposed to build a
$500 million pellet plant in the
region,

e Brazilian giant Vale is running its
ruler over the province,

e and regional heavy weight Mindax
Limited pushes closer to production
with its DSO and 1.4 billion ton
magnetite project at Mt Forrest.
Adding to the heat is a changing

of the guard at Esperance Port which

installed a new management team

intent on speeding up the 20 Mtpa

port upgrade that had shown signs of

faltering over the last year.

Mindax to Mine

Local YIP heavy weight Mindax Ltd is
slated to begin DSO mining operations
in 2013 and magnetite mining by 2015
from its flagship Mt Forrest project.

At 1.43 billion tonnes, Mindax
boasts the biggest JORC-compliant
magnetite resource in the Yilgarn Iron
Province and a JORC of 19 Mt of DSO.
Mindax’s DSO operation has the
potential to generate approximately
$1.4 billion over 10 years, with cash
operating costs at $44.50/tonne and a
capex at approximately $100 million.

Leases for transport corridors
to the Menzies railhead are in place
and negotiations with rail, port and
other infrastructure partners are well
advanced.

Indian action

India’s largest iron ore producer, NMDC,
in October announced a 50 per cent
stake in Legacy Iron Ore for nearly $19
million.

Once formally on board as the
largest shareholder of Legacy, NMDC
will not only provide funding for the
ongoing development of Mount Bevan
(exploration target is 600 Mt — 800
Mt and there is potential to grow a lot
more), but arrange for 100 per cent of
the required mining project finance as
well.

NMDC have recently highlighted
this in an interview report in the Indian
press.

‘Hyderabad state-owned NMDC and
Australia-based Legacy Iron will jointly
invest around $1.3 billion to develop
Mt Bevan iron,’” said NMDC Director
(Finance) S Thiagarajan.

He said that the project will be
developed on 70:30 debt and equity
ratio and the investment will start once
formalities for acquiring 50 per cent
stake in Legacy is completed.

Legacy Managing Director, Sharon
Heng said: ‘NMDC’s proposed equity
in Legacy is of national significance,
spearheading the first such investment
by a major Indian state-owned
company, in an Australian-listed entity.’

Japanese pellet plant

Kobe Steel met with miners, also

in October, for discussions about
establishing a JV to finance, build and
operate a pellet plant that would use
iron ore from the YIP.

A JV arrangement would see Kobe
do the financing and building in return
for receiving a guaranteed long-term
offtake deal at a discounted price.

Various sites have been discussed,
including between Mt Forrest and
Kalgoorlie (which has the gas pipeline
70 kilometres to the east) and as far
afield as Oman.

A six Mtpa plant would cost about
$500 million and take three years to
construct. The $20 to $30 per tonne
processing cost is returned via a $40 to
$50 premium on pricing.

A processing operation in the YIP
would mark a significant coup for the
region, both guaranteeing offtake and
proving significant value adding.

Brazilian behemoth

In international power plays, Brazilian
iron ore player Vale is assessing ground
in the YIP.

Vale has paid plenty of attention
to Africa, but it, and many other
companies, recognise that the Chinese
are warehousing African projects and
there are difficulties in dealing with
tricky governments, corruption and
logistical imbroglios.

The effect of this is twofold: iron ore
prices may not fall as much as some
pundits proclaim, and the YIP could
become a serious Vale target.

IRON ORE

The province is Australia’s third
biggest iron ore region following behind
the Pilbara and mid-west of Western
Australia.

Cliffs Natural Resources is already
exporting about 10 Mtpa with Mineral
Resources about to send its first train
load of ore and Cazaly Resources not
far behind. Golden West Resources
has reserves ready for mining, and Fe
Ltd and Radar Iron are progressing well
through the exploration phase.

The YIP has real advantages over
other iron provinces.

Big players have a stranglehold
over infrastructure in the Pilbara, and
the mid-west is still waiting for the
Port of Oakajee to get the go-ahead for
construction.

Also, the YIP is a Brownfield game,
with only relatively inexpensive,
incremental infrastructure upgrades
required rather than costly new
Greenfields builds, as in the mid-west
and Oakajee Port.

YIP infrastructure is imperfect,
but it is there and it is state-owned
and independently managed, leading
to easier access issues than with the
Pilbara.

With so many big players dipping
their toes in the water, a port upgrade
coming to fruition, three new miners
cranking up and others joining the
queue - it’s no wonder heads are
turning to have a look at Western
Australia’s next big thing. l&

David Utting heads up David Utting
Communications (www.davidutting.com),
which consults to the infrastructure,
mining, exploration, renewable and
other energy and technology industries.
DUC provides infrastructure advice
and investor, government and media
relations. David is also CEO of the
Yilgarn Iron Producers Association.
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