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• Iron Road Ltd (ASX: IRD) is assessing the development of magnetite
iron resources in the Gawler Craton region of South Australia.
• Flagship Central Eyre Iron Project (”CEIP”) has a JORC Total Mineral
Resource of 3.7Bt @ 16% Fe at Warramboo.
• In addition to the Mineral Resource, an Exploration Target of 8–17 Bt @
14–20% Fe has been identified elsewhere within the CEIP.
• Metallurgical test work has demonstrated that a high-grade 67% Fe
magnetite concentrate can be produced at a relatively coarse grind
size (>-130µm).
• Resource is amenable to low cost, open pit bulk mining methods.
Preliminary operating cost estimate of A$59/dmt is in the second
quartile of the 2013 price adjusted CFR China cost curve.
• Definitive Feasibility Study (“DFS”) is assessing the production and
export of 20Mtpa of magnetite iron concentrate for +20 years.
• Capesize vessel capable port and rail infrastructure would be
scalable, allowing expansion to meet future primary industry needs of the
region.
• CEIP product could be used directly in sintering and pelletising at
Chinese blast furnaces, marketed as substitute for Brazilian Fines,
Pilbara Fines and Chinese domestic concentrates.
• IRD is assessing expediting development and small-scale production (1–
2Mtpa) at the Gawler Iron Project (“GIP”) using existing rail and port
infrastructure. The GIP has the potential to provide IRD with cash
flow in the lead up to development of the CEIP.
• Preliminary DCF modelling of a 30Mtpa operation, assuming Capex of
$4.5b and an iron ore price of US$105/t FOB, generates a post-tax
NPV10 (unlevered; non-risked) of A$275m with an IRR of 11%,
equating to a NPV/share (fully diluted) of A$0.47.
• Company has a strong Board and Management able to take the CEIP
into final investment decision and development. It also has good ongoing
support from major shareholder Sentient Group.
• Company is adequately funded to complete DFS in late CY2013,
scheduled for release in Q1 CY14.
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Our View
Iron Road has been systematically de-risking the CEIP over the past
few years with extensive technical studies covering all mining and
infrastructure components of the project. The physical and chemical
qualities of the CEIP magnetite concentrate are unparalleled in the
Australian magnetite iron ore sector, providing the CEIP product with
sustainable competitive advantages relative to competitors’ products.
The remaining key components of the CEIP, including the DFS and
Joint Venture agreement(s) incorporating financing and off-take, are
viewed as the key price drivers for Iron Road in the next 12 months.
Favourable outcomes in these areas offer the potential for re-rating.
Until further clarity surrounding these components is provided by the
company, we recommend Iron Road Limited as a Hold.
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Company Overview
Iron Road Limited (“Iron Road” or “The Company”) is an ASX listed resource company with a focus on magnetite gneiss iron ore deposits
in South Australia. Iron Road’s flagship project is the Central Eyre Iron Project (“CEIP”) which is located on the Eyre Peninsula, ~330km
NW of Adelaide near the regional town of Wudinna (Fig. 1). The Definitive Feasibility Study currently underway on the CEIP is evaluating
the development of a large-scale mine and ore treatment facility augmented by scalable rail and export facilities.
The CEIP has a JORC compliant Total Mineral Resource of 3.7Bt @ 16% Fe, including 2.7Bt in the Measured and Indicated Resource
categories. Mineralisation is coarse-grained, shallow, continuous and compositionally consistent over more than 6km of strike length. This
makes it amenable to large-scale, open pit mining methods. The existing Mineral Resource defined for the CEIP offers the potential for an
operating mine life in excess of 30 years. There is ample scope to increase the potential mine life as the Company has identified a
conceptual exploration target of 8–17Bt at 14–20% Fe of magnetite gneiss.
Iron Road has determined that treatment of the magnetite gneiss ore by conventional crushing, milling and magnetic separation can
produce a premium magnetite concentrate containing ~67% Fe at the relatively coarse grainsize of -106µm (p80). The Company is also
assessing the potential to incorporate a gravity circuit into the processing facilities after the rough magnetic separation stage. This would
separate relatively coarse (up to -200µm) iron ore prior to finer grinding and final magnetic separation. Such a process has the potential to
reduce the volume of material passing through the entire processing facilities with flow-on benefits including reductions in power
consumption and infrastructure requirements. In addition, the average grain size of the concentrate could increase to >-130µm (p80) which
increases the marketability of the CEIP product. Marketing studies have indicated the CEIP product can be used as a high quality blending
feedstock to the international sinter market which feeds the majority of blast furnaces.
The Company is currently finalising the Definitive Feasibility Study (“DFS”) for the CEIP in which it is assessing the production of 20Mtpa of
magnetite concentrate, up from 12.4Mtpa being assessed in the Prefeasibility Study. Final capital expenditure (“Capex”) estimates for all
aspects of the project will be detailed in the DFS. The Company has indicated that estimates on operating expenditure (“Opex”) will be
similar to that in the PFS, at A$59/t FOB. This places the CEIP in a competitive position in the second quartile of the price adjusted CFR
China cost curve.
An important aspect of the DFS is the infrastructure component of the project which includes scalable rail and Capesize capable port
facilities. The DFS is assessing a capacity of 30Mtpa for these facilities but they will be designed to be able to be expanded up to 90Mtpa.
This is a critical aspect of the CEIP as it allows the owners of the rail and port to benefit from servicing other primary producers in the
region. There is also potential to tap into the existing Trans-Australian railway network which would allow ~25% of Australia’s land mass
access to the port.
Preliminary DCF modelling of the 20Mtpa CEIP, assuming full ownership, mine life of 30 years, Capex of A$4.5b, a long-term 67% Fe iron
ore price of US$105/t FOB, Opex of A$59/t FOB and an exchange rate of A$:US$ of 0.85 generates a post-tax NPV10 (unlevered; nonrisked) of A$275m with an IRR of 11% and a payback period of 10.2 years. On a fully diluted basis, this equates to a NPV/share of A$0.47.
Average earnings before interest, tax, depreciation and amortisation (EBITDA) is estimated to be in the order of ~A$787m. Project
economics are most sensitive to the iron ore price, followed by Opex and Capex.
The CEIP has significant sustainable geological and technical advantages over fine-grained (-20-40µm) banded iron formation magnetite
projects elsewhere in Australia. Key components that remain to be finalised for the CEIP include the DFS, State Government Development
and Mining Lease approvals and Joint Venture agreement(s) incorporating financing and off-take. These are viewed as the key price
drivers for Iron Road in the next 12 months and favourable outcomes offer the potential for re-rating. Until further clarity surrounding these
components is provided by the company, we recommend Iron Road as a Hold.

Figure 1. Location of the Central Eyre Iron Project highlighting deposit location, infrastructure corridor and proposed port (Source: Company release).
Taylor Collison Limited
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Background Information
Geology & Magnetite Resources
Magnetite iron resources and prospects on Eyre Peninsula are located adjacent to the eastern coastline
or central parts of Eyre Peninsula (Fig. 2; Table 1). These magnetite resources have historically been
interpreted to belong to the Late Archaean to early Palaeoproterozoic (2,500Ma; Ma: million years
before present) Sleaford Complex. The hematite iron deposits of the Middleback Ranges, including Iron
Knob, Iron Queen and Iron Duke, are younger, belonging to the Palaeoproterozoic Hutchinson Group
(2,000–1,850Ma).
Warramboo Gneiss
The magnetite gneiss that hosts mineralisation at the CEIP was assumed to be a metamorphosed, ironrich, clastic member of the Sleaford Complex (~2,500Ma). Recent geological studies by the University
of Adelaide has recognised that the barren footwall gneissic rock at Warramboo is broadly of this age
but the Warramboo magnetite gneiss is substantially younger, with ages circa 1,900–1,750 Ma. This
makes the Warramboo gneiss contemporaneous with the ~1,750Ma ferruginous Price Metasediments,
on the south-western edge of southern Eyre Peninsula, and has broader implications for the
prospectivity for this type of mineralisation elsewhere in the Gawler Craton. It has been proposed that
deformation and metamorphism during the 1,730–1,700Ma Kimban Orogeny upgraded the magnetite
mineralogy making it coarse grained and segregating gangue minerals into granitic veins (Source:
Company release).

Figure 2. Total Magnetic Intensity (TMI) image of Eyre Peninsula. Magnetite-rich rocks display as red. Location of main iron
ore deposits and resources highlighted (background image from DMITRE).
Table 1. Details of magnetite resources and prospects on the Eyre Peninsula (Source: Company releases).
Company
Iron Road
Centrex

Project
Central Eyre (100%)
Fusion (40%)
Bungalow JV (70%)
Wilgerup (100%)
Kimba Gap (100%)
Iron Clad
Wilcherry Hill
Hercules
Lincoln Minerals Gum Flat (100%)

Taylor Collison Limited

Deposit type
Magnetite gneiss
Magnetite BIF
Magnetite BIF
Hematite
Magnetite BIF
Magnetite skarn
Magnetite skarn
Hematite
Magnetite

Resource (& Explo. Target)
3.69Bt @ 16% Fe (8-17Bt @ 14-20% Fe)
680Mt @ 25.4% Fe
338Mt @ 29.6% Fe
13.3Mt @ 57.7% Fe
(275-420Mt)
69.3Mt @ 25.9% Fe (600-700Mt)
198Mt (600-700Mt)
4.3Mt @ 43.9% Fe
105Mt @ 24% Fe
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Key Project – Central Eyre Iron Project
Over 150,000m of
drilling has been
completed

Iron Road’s flagship project is the Central Eyre Iron Project (“CEIP”; IRD 100%) is located in central
Eyre Peninsula, ~30km southeast of the regional centre of Wudinna. The CEIP has been the main
focus of the company since mid 2008. More than 500 drill holes and over 150,000m of drilling have
been completed. The Company has also conducted a detailed aeromagnetic survey and other
geoscientific studies. Drilling has primarily focused on magnetic units at the Boo-Loo, Murphy South
and Rob Roy prospects (Fig. 3).

Aeromagnetic image
highlights magnetite
rich rocks on the CEIP

Figure 3. Aeromagnetic image over CEIP tenement highlighting magnetite gneiss units (in red) and location of JORC
Resource (Murphy South-Rob Roy and Boo-Loo; Source: Company release).

Mineralisation Style
The mineralisation at CEIP is of massive iron gneiss style (Fig. 4). Metamorphism has resulted in the
magnetite being concentrated or upgraded subsequent to the separation of gangue minerals into
silicate melts. An additional consequence of the metamorphism is that the magnetite became relatively
coarse-grained. Additional benefits of the processes that altered the rock include it being brittle,
meaning it is more easily crushed, and the magnetite having minor impurity levels.

Massive magnetite
iron gneiss style of
mineralisation is
coarse grained

Figure 4. Photos of the Warramboo drill core showing: (A) Magnetite gneiss; (B) Magnetite-hematite gneiss; (C) Magnetite and
hematite formation during metamorphism; and (D) very coarse magnetite crystals (Source: Company release).
Taylor Collison Limited
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Mineral Resource
CEIP has a Total
Mineral Resource of
3.7Bt @ 16% Fe

After announcing the Maiden Resource at the CEIP of 110Mt in mid-2009 and following extensive
drilling campaigns, the Company has announced six resource upgrades. The CEIP Total Mineral
Resource now stands at 3.69Bt @ 16% Fe with 2.7Bt in the Measured and Indicated Resource
categories (Table 2). This makes the Measured and Indicated magnetite resource at the CEIP the
largest in Australia (Fig. 5). The Global Mineral Resource is based on 394 drill holes for 104,974m.
Estimation of the mineral resource was made by Extract in accordance with the guidelines of the JORC
code (2004 edition).
Table 2. CEIP JORC-compliant Mineral Resource (May, 2013).
CEIP Global Mineral Resource
Location
Murphy South /
Rob Roy
Boo-Loo

Classification
Measured
Indicated
Inferred
Inferred
TOTAL

Tonnes (Mt)
2,222
474
667
328
3,691

Fe (%)
15.69
15.6
16
17
16

SiO2 (%)
53.7
53.7
53
52
53

Al2O3 (%)
12.84
12.8
12
12
13

P (%)
0.8
0.8
0.8
0.09
0.08

CEIP has the largest
Measured and
Indicated Resource
categories of
magnetite resources
in Australia

Figure 5. Comparison of Measured and indicated Resource categories for magnetite iron resources in Australia (Source:
Company release).

The CEIP resource is separated into two orebody solids, named BooLoo–Dolphin and Murphy South–
Rob Roy (Fig. 6). The conceptual pit design encompassing the BooLoo–Dolphin resource measures
3km x 1km x 300m. The bulk of the resource tonnage is encompassed within the Murphy South–Rob
Roy resource (3.36Bt) which measures 6km x 1.25km x 600m.

Mineral Resource is
contained within two
orebody solids

Majority of Resource
contained within
Murphy South – Rob
Roy orebody (3.36Bt)

Figure 6. Ore body solid models for the CEIP. Plan view (top) and bottom view (bottom).
Taylor Collison Limited
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In addition to the JORC Mineral Resource, the Company has also identified numerous other magnetiterich prospects within the CEIP tenement. Based on the thickness and depth extent of the magnetic
stratigraphy drill elsewhere on the CEIP, a conceptual Exploration Target of 8–17Bt @ 14–20% Fe of
magnetite gneiss has been identified (Fig. 7).

Exploration Target of
8–17 Bt @ 14–20% Fe
of magnetite gneiss
has been estimated
elsewhere on the CEIP

Figure 7. Aeromagnetic image over CEIP tenement highlighting exploration potential (Source: Company release).

Processing and Metallurgical Properties
The CEIP is planning on producing concentrate containing 67% iron with very low impurities by
conventional ore crushing, milling and magnetic separation. Comminution test work has identified that
the primary ore types are competent with moderate to soft hardness. A key competitive advantage of
the iron concentrate produced from the CEIP relative to the products of its competitors is its
coarseness. Davis Tube Recovery (DTR) test work has indicated that concentrate grades >67% Fe can
be produced at grind sizes of >106µm with mass recoveries of ~14-16% (Table 3; Fig. 8). This is a key
point as it will ultimately mean a reduced amount of power will be drawn on during grinding which
translates into higher operating margins.
Table 3. CEIP magnetite concentrate specifications (Source: Company release).
CEIP Indicative Concentrate Specification – 106µm (p80)
Iron (Fe)
67%

Silica (SiO2)
3.3%

Alumina (Al2O3)
1.9%

Phosphorus (P)
0.005%

LOI
-2.4%

A coarser grind size
can be used for the
CEIP ore relative to
peers

Figure 8. Concentrate grade versus grind size of Iron Road’s test work relative to its competitors (Source: Company release).
Taylor Collison Limited
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size of >-130µm is
being evaluated in the
DFS

Coarse grinding has
lower power
requirements and
therefore lower Opex
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The Company has also identified opportunities to increase iron recovery and average concentrate
particle size through the use of a gravity beneficiation circuit (Fig. 9). Preliminary studies have shown
that +106µm and +150µm fractions from the rough magnetic separation (RMS) concentrate can be
separated into high and low density fractions. Modelling has indicated that approximately 10-20% of
total concentrate production could come from the gravity circuit and is expected to be greater than 200µm, which when combined with the mill feed concentrate of -106µm, would produce a final product
size >-130µm (p80). This would further improve the marketability of the concentrate.
It is also anticipated that the incorporation of the gravity circuit will result in capital cost savings due to
smaller mill and pump sizes and a reduction in the number of classification screens, clean magnetic
separators and peripheral hardware associated with the aforementioned. Operating costs are also
estimates to be reduced due to lower power requirements (reduction of at least 30%), a reduction in
grinding media consumption and a reduction in maintenance costs. A DFS level test work programme
has commenced on new diamond core samples representing all the rock types likely to be processed
from CEIP.

Processing can be
done using
conventional ore
crushing, milling and
magnetic separation

Figure 9. Process flow schematics of magnetic separation (top) and with the addition of a spiral gravity beneficiation circuit
(bottom; Source: Company release).

Feasibility Studies
Iron Road completed a Prefeasibility Study (PFS) in mid-2011 which assessed a 12.4Mtpa magnetite
concentrate project. Key parameters of the PFS are summarised in Table 4. The PFS identified that the
CEIP could potentially have competitive capital and operating costs with favourable export infrastructure
options. Key outcomes of the PFS were that a relatively coarse grained (~106µm) magnetite
concentrate could be produced that could be marketed as high quality sinter feed.
Table 4. Key project parameters assessed in the CEIP PFS (Source: Company release).
Life of Mine
Strip ratio (waste:ore)
Process rate
67% Fe concentrate produced:
Concentrate grain size
Concentrate grade
Capex (incl. contingency)
C1 operating cost:
NPV (base-case*)

30 yrs
0.8:1
67.6 Mtpa
12.4 Mtpa
-106µm
67% Fe
A$2.6b
A$59/t FoB
A$1.1b

* Long-term iron ore pricing average US$100.78/t (FoB); US$/A$ 0.80.

Taylor Collison Limited
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DFS assessing a
large-scale
conventional open pit
mining operation
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Definitive Feasibility Study (DFS)
The DFS currently underway is evaluating a larger scale conventional open pit mining operation (drill,
blast, load, haul). Ore treatment throughput would be in the order of 150Mtpa producing ~20Mtpa of
magnetite concentrate. The main Murphy South–Rob Roy pit could potentially measure 6.5km long,
1.2km wide and ~630m deep with a strip ratio (waste:ore) of ~1.1:1. Processing would utilise on-site
crushing, grinding, a gravity circuit and finally magnetic separation. The plant is designed to be modular,
minimising the need for extensive on-site fabrication. This would also allow capacity throughput to be
scalable. A coarser concentrate grain size (>-130µm) is also being assessed.
Regulation and approvals
The Company has completed the majority of environmental and social baseline studies. Impact and
benefit studies are ongoing. Applications to the S.A. State Government for Development Approval and
Mining Lease Approval are scheduled for Q4 2013 and Q2 2014, respectively. Initial discussions have
also occurred with the Federal Government’s Department of Environment.

Final Capex estimates
are still to be
completed

Capital cost estimate
Tenova Mining & Metals has completed preliminary designs and cost estimates for ore treatment and
associated facilities. Once the engineering and design of the gravity beneficiation circuit is completed, a
fully updated estimate of capital and operating costs will be provided.
Operating cost estimate
In line with estimates provided in the PFS, the estimated nameplate FOB operating cost (excluding
State royalties) for the CEIP is A$59/dmt which is in the second quartile of the price adjusted CFR
China cost curve (Fig. 10).

CEIP magnetite
concentrate suitable
as direct sinter feed

EBITDA could
potentially be in the
order of A$1b

Marketing
A key competitive advantage of the indicative CEIP magnetite concentrate relative to its peers is that,
due to its coarseness, it could be used directly in sintering and pelletising for use as feedstock in
Chinese blast furnaces. A bulk test work programme completed at the China Iron and Steel Research
Institute Group (CISRI), Beijing, determined that the concentrate could be used as a substitute for
Brazilian Fines, Pilbara Fines or Chinese domestic concentrates. CISRI also recognised that replacing
the Pilbara Fines product with concentrate from CEIP lowered the fuel level required for sintering due to
the unique properties of magnetite.
Indicative operating cash flow
The Company has provided an estimate of indicative cash flows for the CEIP at nameplate capacity of
20Mtpa. Based on a long-term iron ore price assumption of US$112/t, a premium of US$3.20/t per 1%
Fe above 62% Fe and shipping freight rates of US$17/dmt, the CEIP could potentially generate a
margin of ~US$50/t or +US$1b per annum.

Estimated operating
costs are in the
second quartile

Figure 10. Price adjusted CFR cost of China’s 2013 iron ore supply (Source: Company release from Metalytics).
Taylor Collison Limited
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Infrastructure
The key infrastructure components of the CEIP are the port and rail facilities. Such is the scope of the
infrastructure associated with the CEIP, it was declared to have Major Development Status by the
South Australian government in mid-2013. This ensures that project approvals occur in a coordinated
and timely fashion across all government departments.
Scalable rail and port
facilities are being
designed

Port will be Capesize
vessel capable with
initial capacity of
30Mtpa

Rail could tap into
Trans-Australian
network offering port
exposure to 25% of
Australia’s land mass

Multiple power
solutions are being
assessed

A key feature of the rail and port components of the infrastructure is that they are designed to be
scalable and would consequently be able to meet future needs of the region. Given the scope of both
the mining and infrastructure components of the CEIP, we view it to be likely that financing and
ownership of these components will be dealt with separately. In particular, this will allow companies with
specialised port and rail experience to optimise these assets.
Port & Rail
The Company has acquired 1,100ha of land at Cape Hardy for a Capesize port with an initial capacity
of 30Mtpa (Fig. 11). A modular design to the 1.6km jetty and wharf could potentially increase its
capacity to 90Mtpa. Cape Hardy will be the only Capesize vessel capable bulk commodity port in South
Australia with potential customers including the majority of primary producers in the region. Ship loading
capacity will be 6,500tph, which at 65% utilisation would be able to load ~20Mtpa.
The CEIP mine site and port would be connected by a ~145km heavy haulage standard gauge rail line.
The rail will be designed to be scalable through the use of passing loops and spurs. In addition, it may
also be expanded to connect to the existing transcontinental rail network thereby extending the port to
~25% of Australia’s land mass. It is envisaged that six trains would operate per day each way with a
round trip taking ~11.5hrs. A twin rotary car dumper system would off-load the concentrate with
stockpile facilities at the port in the order of 660,000t.
Power & Water
Studies are ongoing for the delivery of power and water to the mine and port sites. ElectraNet is
assessing several options for power at the mine site including the relocation of existing high voltage
transmissions lines, a DC link to Pt Augusta and a gas fired power station. AECOM is doing the design
work for water supply and treatment for the project. The majority of process water used in the project is
proposed to be untreated seawater. A water treatment and storage facility at the mine site is being
investigated to supply desalinated water for concentrate washing as well as for the construction of the
camp. The infrastructure component of the DFS is well advanced and design and engineering was
expected to be completed by October 2013. Estimation and capital costs for infrastructure components
have commenced with the DFS scheduled for completion by the end of CY13.

Figure 11. Potential arrangement of port facilities at Cape Hardy (Source: Company release).
Taylor Collison Limited
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Gawler Iron Project
Magnetite iron ore
potential identified at
Gawler Iron Project

The Gawler Iron Project (“GIP”; IRD 90%) is located approximately 25km north of the Trans-Australian
Railway within the Mt Christie iron ore province, northwest of Tarcoola (Fig. 12). Iron Road has been
exploring the project area since 2009, completing a gravity survey, an aeromagnetic survey (Fig. 13)
and three drilling programmes (131 drill holes for 11,998m). Six priority prospects were initially identified
after significant intersections of magnetite gneiss and banded iron formations within the Archaean
Mulgathing Complex.

Figure 12. Location of the Gawler Iron Project (Source: Company release).

Multiple magnetite
targets have been
recognised

Figure 13. Aeromagnetic image of the Gawler Iron Project. High magnetic zones display as pink. Primary targets shown in
blue (Source: Company release).

Taylor Collison Limited
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Boomer Prospect
Coarse-grained
banded ironstones
identified at Boomer

The Boomer prospect shows the greatest potential at the GIP where significant coarse-grained, highgrade magnetite-rich ironstones have been identified (Fig. 14). The ironstone has been mapped over a
strike length of at least 1,000m with drilling confirming at least 600m of strike extent (Fig. 15).
Mineralisation is concealed by ~25m of unconsolidated cover with the main magnetite mineralisation
being capped by a thin layer of hematite-rich mineralisation. The apparent thickness of the ironstone
varies between 6–260m and is moderately to steeply dipping. Mineralisation is still open at depth.
Drill samples have returned average assay grades of 25% Fe with high-grade zones up to 40% Fe.
Assay highlights include:
• 130m @ 27% Fe from 136m (GWL084).
• 54m @ 22% Fe from 190m & 81m @ 25% Fe from 250m (GWL095).
• 48m @ 24% Fe from 184m (GWL098).
• 40m @ 28% Fe from 176m & 48m @ 24% Fe from 222m (GWL100).
• 52m @ 23% Fe from 8m & 44m @ 27% Fe from 68m (GWL102).
• 55m @ 31% Fe from 24m (GWL104).

Figure 14. Banded magnetite-rich irons stone with band of very-coarse, massive magnetite (drill hole GWL075; Source:
Company release).

Figure 15. Magnetic anomaly and interpreted extent of magnetite ironstone at Boomer prospect (Source: Company release).

Taylor Collison Limited
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Scoping Study
Small scale 1-2Mtpa
operation being
assessed at Boomer

Positive drilling results have allowed the company to conduct an in-house scoping study which is
assessing the possibility of establishing a small to medium sized (1-2Mtpa) iron ore development. The
company is planning on producing a low cost, high-grade iron ore product utilising a simple
beneficiation process with modular processing units and existing rail and port facilities. The Company is
investigating the option of fast-tracking development to provide cash flow in the lead up to
commissioning of the CEIP.
Pilot metallurgical studies have indicated excellent beneficiation characteristics with average iron
content of magnetite concentrates in the range of 69-70% Fe with low impurities (p100 @ -75µm). The
Company is hopeful compositional similarities between the GIP concentrate with that of the CEIP
concentrate will result in marketing synergies when marketing the GIP concentrate.

Exploration Target of
55-95Mt identified at
Boomer

Geological and assay data is currently being used to create a mineral resource model and estimate.
The Company has already identified and Exploration Target (non-JORC) of 55–95 Mt at the Boomer
prospect. Additional metallurgical test work on recoveries, which will be incorporated into the Resource
Estimate, is also currently in progress. This information will also be incorporated into further design
work for the processing plant.

Conceptual Financial Analysis
CEIP Project Valuation
A preliminary Discounted Cash Flow (“DCF”) valuation and sensitivity analysis has been calculated on a
potential mining scenario as is being broadly assessed in the CEIP DFS. Key parameters of the DCF
valuation are listed in Table 5. In-house estimates have been made for initial capital expenditure ($225/t
of annual production), sustaining capital (1% of initial capex), mine life, exchange rate, depreciation
method, long-term 62% Fe iron ore price and premium for 67% Fe (US$90/t FOB and US$15/t,
respectively; FOB = free on board). The remaining parameters are detailed in various company
releases.

DCF valuation
highlights economic
potential of CEIP

No consideration has been made in the modelling for project funding as more certainty is required on
final costings, joint venture partner(s) and possible off-take agreements. The modelling also assumes
that rail and port infrastructure will be fully financed, owned and operated by Iron Road which is
acknowledged to be an unlikely scenario.
The project as modelled generates a post-tax NPV10 (unlevered; non-risked) of A$275m with an IRR of
11% and a payback period of 10.2 years. On a fully diluted basis, this equates to a NPV/share of
A$0.47. Average earnings before interest, tax, depreciation and amortisation (EBITDA) is estimated to
be in the order of ~A$787m (Table 6).
Table 5. Key parameters used in preliminary DCF calculations (base case).

1
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Table 6. Conceptual DCF estimation (base case).

1

From commencement of construction in 2015.

Sensitivity analysis
Estimates on iron ore price, capital expenditure and operational expenditure were varied by ±5%, ±10%
and ±15% from the base case (Table 5). Project economics show the greatest sensitivity to iron ore
price, followed by cash operating cost then initial capital expenditure (Fig. 16). It is noted that
substantially more value is unlocked in the project with an improvement in iron ore sales price (Table 7).

Economics are most
sensitive to iron ore
price

Figure 16. Sensitivity of post-tax NPV10 to changes in operating expenditure (opex), capital expenditure (capex) and Platts
62% iron ore price.
Table 7. Sensitivity analysis of change in iron ore price from base case (grey shade).
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2013-2014 Key Milestones
• Definitive Feasibility Study (DFS) on CEIP completed by late 2013 and reported in early 2014.
• Joint Venture agreement and/or financing/off-take/strategic investment in CEIP.
• Submission of Application for Development Approval and Mining Lease Approval for the CEIP in Q4
2013 and mining component in Q2 2014.
• Gawler Iron Project scoping study.

Corporate
Company is
adequately funded to
complete DFS

The Company recently raised $50.7m, which was fully underwritten by major shareholder Sentient
Group. Post-raising, the Sentient Group has increased its total raising to 72.9%. The Company now is
fully funded to complete the CEIP DFS and submit applications for development and mining approval. It
can also proceed with strategic acquisitions of property to support the combined mining, processing, rail
and port operation.

Board and Management
Board and
Management is
experienced in mining
development and
production

The Company has a strong Board and Management team who are highly skilled and experience in all
the technical aspects required to bring the CEIP and GIP into production. It also has the personnel with
skills in financing and capital raising which will be essential for advancing the assets to the point of final
investment decision. The Company is led by Mr Andrew Stocks who is a Mining Engineer with over 20
years experience in the resource sector, primarily in mining operations and corporate roles.

Investment Risks
We perceive the main risks to be:
• Resource/Reserve – There is no guarantee that resource estimates will prove to be accurate.
Mining may materially differ from forecasts and estimates due to further findings and results not
previously known or fluctuations in operating costs, FX rate and iron ore prices.
• Development & production forecasts – Development may not occur on time, on budget or at all.
The proposed levels of production is dependent on development success. Risks associated with
development and production may adversely affect IRD’s results of operations and financial
conditions.
• Mining – capital and operating cost estimates are yet to be fully defined. Unforseen increases in
these parameters associated with the development and construction would impact on future cash
flows and profitability. Capex and opex for the development of major projects have increased in
recent years due to higher raw material costs and increased labour/contractor costs.
• Permitting – the CEIP still needs final government approval prior to the commencement of
construction. Furthermore, changes in laws and regulations may periodically affect the mining
industry and changes in enforcement practices may have an adverse effect on operations.
• Environmental – extensive State and National environmental laws and regulations affect
development and ultimately mining operations. Adhering to these regulations may impact on the
development schedule proposed for the CEIP. Significant damages or penalties might also be
imposed if laws and regulations are nor adhered to.
• Metal prices & exchange rates – iron ore prices may affect the long-term contract price and
therefore cash flows and profitability. Low iron ore prices may have a material impact on IRD’s share
price. Revenue will be denominated in $US and movements in FX rates may affect cash flows,
profitability, costs and revenue. It is not possible to accurately predict future movements in iron ore
prices and/or FX rates.
• Marketing – IRD’s business will rely heavily on off-take and business relationships. If customers
reduce or terminate off-take agreements, this may have and adverse affect on financial performance
and/or the financial position of IRD. There is also a possibility that IRD will not receive payments for
Taylor Collison Limited
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•
Main risk is project
financing

•
•
•

sales if a customer becomes insolvent or fails to provide payment in accordance to off-take
agreements.
Liquidity – IRD is a tightly held stock which has an impact on trading. Given the Sentient Group’s
large holding in the company (>70%), liquidity will not improve until there is more floating stock.
Funding – The Company’s CEIP will have large capital expenditure requirements that will not be
able to be raised in the local market. Funding for the CEIP will need to come from one or more
international firms.
Commodity – IRD business is dependent on a single commodity and as such its cash flow and
profitability is highly dependent on the iron ore price.
Economic conditions – adverse changes in economic conditions such as interest rates, FX rates,
inflation, government policy and international economic conditions are outside IRD’s control and
have the potential to have an adverse impact on IRD and its operations.

Recommendation
Iron Road is
recommended as Hold
until further clarity is
provided on financing

The CEIP has significant geological and technical advantages over competitors’ magnetite projects
elsewhere in Australia due to the coarse grain size of the magnetite gneiss and the coarse grind size of
the magnetite concentrate. This makes the CEIP product cheaper to produce and a more sought after
in the international sinter feed market. In conjunction with the proposed scalable rail and port facilities,
these factors provide the CEIP with sustainable competitive advantages over the fine-grained banded
iron formation magnetite projects elsewhere in Australia. The key price drivers for Iron Road in the next
12 months are viewed to be the finalisation of the DFS and positive outcomes relating to project
financing and/or strategic investment. Until further clarity surrounding these components is provided by
the company, we recommend Iron Road Limited as a Hold.
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Board of Directors
PETER CASSIDY (NON-EXECUTIVE CHAIRMAN)
Dr Cassidy is co-founder and Chairman of The Sentient Group, Chairman of Enirgi Group Corporation and a director of Xinli Titanium. Prior
to co-founding Sentient in 2000, Mr Cassidy established AMP Life’s private equity division, worked with Ford Motor Company and was
involved with industry development on behalf of Australian State and Commonwealth governments. Mr Cassidy holds a degree in geology
and a first class honours degree in chemistry from the University of Tasmania and a PhD in coal science from Monash University.
JULIAN GOSSE (NON-EXECUTIVE DIRECTOR)
Mr Gosse has extensive experience in banking and broking both in Australia and overseas. He has previously worked in London for Rowe
& Pitman, in the United States for Janney Montgomery & Scott and in Canada for Wood Gundy. He has also been involved in the
establishment, operation and ownership of several small businesses. Mr Gosse is currently a Director of ITL Limited, Wilson Investment
Fund Limited, Clime Capital Limited and Australian Leaders Fund.
IAN HUME (NON-EXECUTIVE DIRECTOR)
Mr Ian Hume’s career in the resources industry stretches back several decades, primarily in the fields of managed fund investments,
capital raising and project development. Mr Hume was a Founding Partner of The Sentient Group, a manager of closed end private equity
funds specialising in global investments in the natural resource industries. He remains an independent advisor to The Sentient Group,
following his retirement from the fund in 2009. Prior to the founding of The Sentient Group, Mr Hume was a consultant to AMP’s Private
Capital Division. He was a director of Andean Resources until being acquired by Goldcorp is currently a director of Norsemont Mining,
Silver City Minerals and Golden Minerals Company.
JERRY ELLIS AO (NON-EXECUTIVE DIRECTOR)
Mr Ellis has had a long and distinguished career in business, particularly in the resources sector. Mr Ellis’ career included three decades at
BHP Ltd, Chairing the company from 1997 to 1999. He also served on the boards of a number of listed companies and governing bodies
including Newcrest Mining, Aurora Gold, the International Copper Association, Australia and New Zealand Banking Group, the International
Council on Metals and the Environment and the American Mining Congress. Mr Ellis is a former Chancellor of Monash University, former
President of the Minerals Council of Australia and former Chairman of the Australia-Japan Foundation and the Australian National
Occupational Health and Safety Commission. He is a director of Landcare Australia and MBD Energy. He is also a member of the Sentient
Advisory Council and is on the Advisory Board of Anglo Coal Australia. Mr Ellis is an Officer of the Order of Australia.
LEIGH HALL AM (NON-EXECUTIVE DIRECTOR)
Mr Hall is a highly experienced company director, with a strong background in finance and investment from a career spanning senior
executive positions at AMP, membership of a range of investment oversight boards, board positions at securities industry organisations,
and significant participation in government advisory boards related to the securities, corporate law, managed funds and superannuation
sectors. Mr Hall is a Member of the Order of Australia, with a citation for service to business and commerce, in particular to the
improvement of ethical and professional standards and the efficiency of the Australian securities markets. Mr Hall is also a Fellow of the
Institute of Chartered Accountants in Australia and a Fellow of the Australian Institute of Company Directors. He is currently a director of
Funds SA, Enirgi Group Corp, Chairman of the Compliance Committee for Lazard Asset Management Pacific and Member of the Policy
and Compliance Committees for Gresham Private Equity Co-investment Fund.

Key Management
ANDREW STOCKS (MANAGING DIRECTOR)
Mr Stocks is a Mining Engineer with twenty years experience in the resources sector, primarily in mining operations and corporate roles.
He has been particularly active in the areas of business optimisation, cost and production efficiency improvements, project evaluation and
development of mining projects in Australia and overseas. Mr Stocks was previously Managing Director and Chief Executive Officer of
Siberia Mining Corporation until its merger with Monarch Gold. Prior to Siberia, he was Vice President, Operations of Crew Gold
Corporation, a London based mining and exploration company.
LARRY INGLE (GENERAL MANAGER)
Mr Ingle is a Geologist with over 25 years’ experience in a variety of mining, tunnelling, exploration, project development and business
improvement roles in Australia and southern Africa. He has held senior positions with various global companies such as LHPC (JV),
Barrick and Rio Tinto. Mr Ingle graduated with a BSc (Hons) & MSc in Geology from the University of Witwatersrand, Johannesburg and
an MBA from the Graduate School of Business, Curtin University of Technology, Perth. Mr Ingle’s strong expertise in mining geology and
experience in project development is of immense value to Iron Road, particularly as the Company develops the Central Eyre Iron Project
(CEIP) in South Australia.
LEX GRAEFE (CHIEF FINANCIAL MANAGER)
Mr Graefe has extensive management and commercial experience working in the mining industry for the last 30 years in Australia, Africa
and Asia. His experience includes leadership roles in project studies, engagements with governments and stakeholders, various CFO roles
and extensive experience in the iron ore industry. Mr Graefe worked for Rio Tinto for some 22 years up until 2004, where he was President
Director of Rio Tinto Indonesia, following a term as General Manager Finance with Rio Tinto India and some 16 years with Rio Tinto’s iron
ore subsidiary Hamersley Iron.
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Disclaimer
The following Warning, Disclaimer and Disclosure relate to all material presented in this document and should be read before
making any investment decision.
Warning (General Advice Only): Past performance is not a reliable indicator of future performance. This report is a
private communication to clients and intending clients and is not intended for public circulation or publication or for the use of
any third party, without the approval of Taylor Collison Limited ABN 53 008 172 450 ("Taylor Collison"), an Australian Financial
Services Licensee and Participant of the ASX Group. TC Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly
owned subsidiary of Taylor Collison Limited. While the report is based on information from sources that Taylor Collison
considers reliable, its accuracy and completeness cannot be guaranteed. This report does not take into account specific
investment needs or other considerations, which may be pertinent to individual investors, and for this reason clients should
contact Taylor Collison to discuss their individual needs before acting on this report. Those acting upon such information and
recommendations without contacting one of our advisors do so entirely at their own risk.
This report may contain “forward-looking statements". The words "expect", "should", "could", "may", "predict", "plan" and other
similar expressions are intended to identify forward-looking statements. Indications of and guidance on, future earnings and
financial position and performance are also forward looking statements. Forward-looking statements, opinions and estimates
provided in this report are based on assumptions and contingencies which are subject to change without notice, as are
statements about market and industry trends, which are based on interpretations of current market conditions.
Any opinions, conclusions, forecasts or recommendations are reasonably held at the time of compilation but are subject to
change without notice and Taylor Collison assumes no obligation to update this document after it has been issued. Except for
any liability which by law cannot be excluded, Taylor Collison, its directors, employees and agents disclaim all liability (whether
in negligence or otherwise) for any error, inaccuracy in, or omission from the information contained in this document or any loss
or damage suffered by the recipient or any other person directly or indirectly through relying upon the information.
Disclosure: The preparation of this report was funded by ASX in accordance with the ASX Equity Research Scheme. This
report was prepared by Taylor Collison and not by ASX. ASX does not provide financial product advice. The views expressed in
this report do not necessarily reflect the views of ASX. No responsibility or liability is accepted by ASX in relation to this report.
Analyst remuneration is not linked to the rating outcome. Taylor Collison may solicit business from any company mentioned in
this report. For the securities discussed in this report, Taylor Collison may make a market and may sell or buy on a principal
basis. Taylor Collison, or any individuals preparing this report, may at any time have a position in any securities or options of
any of the issuers in this report and holdings may change during the life of this document.
Analyst Interests: The Analyst(s) may hold the product(s) referred to in this document, but Taylor Collison Limited considers
such holdings not to be sufficiently material to compromise the rating or advice. Analyst(s)’ holdings may change during the life
of this document.
Analyst Certification: The Analyst(s) certify that the views expressed in this document accurately reflect their personal,
professional opinion about the financial product(s) to which this document refers.
Date Prepared: December 2013
Analyst: Lachlan Rutherford
Release Authorised by: Michael Whiting
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