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ASX/Media Release

SANDFIRE DELIVERS DEGRUSSA FEASIBILITY STUDY
INCREASED PAYABLE COPPER PRODUCTION TO 231,000t IN FIRST THREE YEARS
HIGHLIGHTS
•

Sandfire Board approves the Definitive Feasibility Study (“DFS”) for the DeGrussa VMS CopperGold Project from ore reserves and minerals resources discovered to date, with key life-of-mine
(LOM) outcomes:
Project revenue
Operating costs, royalties and sustaining capital
Pre-tax project operating cash flow
Pre-production capital
Pre-tax NPV8%
Internal Rate of Return (IRR)
C1 cash operating costs (LOM average/lb payable copper)

•

$4.2 billion
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$1.8 billion
$2.4 billion
$0.4 billion
$1.3 billion
108%
US$1.02/lb

Substantially increased copper production, revenue and cash flow in the first three years of
operations (FY 2013-15) as a result of project optimisation completed as part of the DFS,
averaging:
o

77,000t per year of payable copper production (PFS estimate 60-70,000tpa);

o

$730M per year of project revenue (PFS estimate $550-600M); and

o

$440M per year in pre-tax project operating cash flow (PFS estimate $330-350M).

•

Substantial production upside expected from outstanding exploration potential and
conversion of open pit oxide copper resources of 3.58Mt @ 1.2% Cu and 0.5g/t Au to Ore
Reserves.

•

Development activities well advanced with over 200 personnel on site, box-cut excavation
completed, open pit pre-strip advancing and bulk earthworks for plant construction underway.
On schedule for first DSO production in Q1 and first concentrate in Q3 of CY 2012.

•

Funding package well advanced and on track to be finalised following independent technical
and financial reviews of the DFS anticipated to be completed by mid-2011.

•
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End May 2011 cash balance of $83M.

All Dollar references in this release are to Australian Dollars unless otherwise specified.
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Sandfire Resources NL (ASX: SFR; “Sandfire”) is pleased to announce that the Definitive Feasibility
Study (“DFS”) on its 100%-owned DeGrussa Copper-Gold Project, located 900km north of Perth in
Western Australia, has been completed – outlining outstanding returns and paving the way for
completion of a comprehensive funding package which is expected mid-2011.
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Importantly, Sandfire has been able to optimise the first few years of copper production from DeGrussa
as part of the DFS, accelerating metal output in the first three full years of operations (FY 2013-15). This
has resulted in increased project revenue and net operating cash flow in the first three years of the
Project.
The DFS indicates that DeGrussa will be an exceptionally robust, high-margin project with current
forecast life-of-mine project revenue of $4.2 billion and pre-tax project operating cash flow of $2.4 billion
over its initial 7+ year life, based on the four lenses of high-grade VMS copper-gold mineralisation
discovered to date.
With production averaging 77,000tpa of payable copper metal and 36,000oz per annum of payable gold
in the first three years of operations (FY 2013-15), the project will generate revenue averaging $730
million a year and pre-tax operating cash flow of $440 million a year in this initial period.
The outstanding outcomes of the DFS, together with Sandfire’s existing cash balance of $83 million,
supports the company’s decision to start open pit and underground mine development and award several
key contracts prior to finalising the funding package. These include the Underground Mining Services
contract and Engineering Procurement and Construction (EPC) contracts.
Key highlights of the DFS, which was compiled by WA-based engineering company Mintrex with input
from a number of other key contributors, consultants and industry experts as well as in-house Sandfire
personnel, include:
•

Increased initial production rate averaging 77,000tpa of payable copper metal and 36,000oz pa of payable
gold during the first three years of operations (FY 2013-15), higher than the original estimate in the March
2011 PFS of 60-70,000tpa of payable copper metal;

•

Open pit extraction of 143,000 tonnes of DSO reserves grading 25.6% Cu and 2.5g/t gold (35,000t of
payable copper generating revenue of $366 million) as well as 202,000 tonnes of DeGrussa massive
sulphide and chalcocite ore grading 6.4% Cu (11,000t of payable copper) for early plant commissioning
feed;

•

Life-of-mine C1 unit cash operating costs of US$1.02/lb of payable copper, after by-product credits
including payable gold production;

•

Pre-production capital cost estimate of $384 million, comprising $267 million for plant and infrastructure,
$44 million for open pit mining (Stage 1) to access DSO, $56 million for underground mine development
and $17 million in other pre-production expenditure;

•

Project revenue averaging $730 million a year for first three years of operations (FY 2013-15) and
averaging $470 million per annum over the remainder of the currently defined life of the operation through
until FY 2019/20;

•

Pre-tax project net operating cash flow averaging $440 million a year for first three full years of operations
(FY 2013-15) and $240 million per annum over the rest of the currenly defined life of the operation through
until FY 2019/20;

•

Pre-tax Net Present Value using an 8% discount rate (NPV8%) of $1.3 billion and an Internal Rate of Return
(IRR) of 108% on an ungeared basis.

The DFS has been approved by the Sandfire Board and will undergo an independent technical and
financial review which is expected to be finalised by mid-2011, allowing the completion of a suitable
funding package.
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Sandfire’s Managing Director, Mr Karl Simich, said the DFS strengthened and enhanced several key
aspects of the March 2011 Pre-Feasibility Study, demonstrating the robust economics of the DeGrussa
Project and its ability to generate exceptional returns.
“Of particular note is the forecast for the project to generate revenue in excess of $2 billion and pre-tax
operating cash flow of over $1.3 billion over the first three years of operation,” Mr Simich said.
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“With open pit and underground development having commenced during April 2011, our key contracts let
and a high quality team in place, project development is moving into top gear with over 200 people
already on site,” Mr Simich continued. “This will increase to over 400 as construction proper gets
underway and the funding package is completed.
“It is important to note that the DFS outlines our base case production scenario - we expect significant
upside on these numbers from discoveries of new deposits, potential extensions to the existing deposits
and the conversion of oxide resources to reserves.
“It also attributes no value to the outstanding exploration potential at DeGrussa, both in the near-mine
environment and within our 400 sq km tenement holding, where we are continually developing a clearer
understanding of the geology and controls on mineralisation,” he added.
“With a rolling $20-30 million annual budget for exploration, we are in an outstanding position to discover
the next generation of deposits at DeGrussa and add further significant value for our shareholders.”
Key Project Fundamentals
The DeGrussa Project DFS has confirmed a technically and financially robust mining operation with the
following key project life-of-mine (LOM) parameters:
DFS Fundamentals

Mining method

Open pit (2 years), Underground (7+ years)

Project construction

15 months (commencing June 2011)

First production

Open pit (Q1 CY 2012), Underground (Q3 CY 2012)

Processing rate

1.5Mtpa

Metallurgical recovery

91%

Average annual concentrate production

300,000tpa grading 27% Cu (FY 2013-2015)
220,000tpa grading 27% Cu (FY 2016 onwards)

Payable copper production (LOM)

480,000 tonnes

Payable gold production (LOM)

270,000 ounces

C1 cash operating costs (LOM)

US$1.02/lb (including by-product credits)

Capital Cost Breakdown
$M

Construction (plant, equipment and infrastructure)

267

Open pit mining to access DSO

44

Underground mine development

56

Other pre-production

17

Total Pre-Production Capital

384
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Life-of-Mine Operating Cost Estimates
Payable Copper
(US$/lb)
0.48

Mining

0.35

Administration

0.06
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Processing and maintenance
Transport

0.28

Treatment and refining

0.18

By-product credits

(0.33)

TOTAL

1.02

Note: Treatment and Refining Costs based on information from independent studies. Payability based on 1% deduction for
copper (pay 100% balance), 1g/t deduction for gold (pay 100% balance) and 30g/t deduction for silver (pay 90% balance).

Financial Evaluation
Life of mine (LOM)

$ Billion

Project revenue

4.2

Royalties (5% weighted average)

0.2

Operating costs and sustaining capital

1.6

Project operating cash flow (pre-tax)

2.4

Pre-production capital expenditure

0.4

Project cash flow (pre-tax)

2.0

Project NPV (8% discount rate)

1.3

Project IRR

108%

Revenue forecasts were based on a consensus of copper, gold price and foreign exchange forecasts
from leading international broking firms, investment banks and leading independent commodity
forecasters. The pricing applied in the DFS model is presented in financial years in the table below:
2013

2014

2015

2016

2017

2018

2019

Copper Price (US$/tonne)

9,136

8,004

7,110

6,576

6,367

6,163

5,879

Copper Price (US$/lb)

4.15

3.63

3.23

2.98

2.89

2.80

2.67

Gold Price (US$/ounce)

1,294

1,252

1,307

1,273

1,166

1,166

1,166

USD/AUD

0.91

0.87

0.84

0.82

0.81

0.81

0.81

In conjunction with the finalisation of the DFS and studies completed by international commodity houses,
Sandfire has commenced a marketing campaign for the sale of DSO and concentrate to be produced by
the DeGrussa mine. Expressions of interest are being sought from a number of international entities.
Project Implementation

•

The previously reported March 2011 JORC Resource inventory converted to a total Probable Ore
Reserve (as reported on 28 March 2011) of 8.39Mt @ 5.6% Cu, 1.8g/t Au for 465,000t of contained
copper and 485,000 ounces of contained gold (see Appendices 1 and 2). The DFS is based on
life-of-mine extraction of a total of 10.72Mt of material grading 5.1% Cu, 1.7g/t Au (541,000t
contained copper, 599,000oz of contained gold) via open pit and underground operations, for
production of 480,000 tonnes of payable copper metal and 270,000 ounces of payable gold. In
addition to Probable Ore Reserves (refer Appendix 2), 2.32Mt of Inferred Resources of Primary
Massive Sulphide and 0.19Mt of Inferred Resources of Supergene Chalcocite (refer Appendix 1) are
included within the DFS LOM plan.
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A conventional open pit mining operation will be undertaken, with 16.7Mt of material extracted in
Stage 1 (total cost of $80 million including DSO mining and crushing) and 10.9Mt in Stage 2 (total
cost of $36 million). Stage 1 of the open pit will extract 143,000 tonnes of DSO reserves grading
25.6% Cu and 2.5g/t gold (35,000t of payable copper generating revenue of $366 million) as well as
202,000 tonnes of DeGrussa massive sulphide and chalcocite ore grading 6.4% Cu (11,000t of
payable copper) for early plant commissioning feed. The two-stage open pit will extract the oxide
copper resource of 3.58Mt grading 1.2% copper and 0.5g/t gold (44,000t contained copper, 56,000oz
of contained gold), which will be processed once a suitable processing route has been determined.

•

An underground mine will be developed comprising over 19km of lateral development and 11km of
vertical development. Underground mine development (to Q3 CY2012) is estimated at $56 million.
Underground extraction will be undertaken using long-hole open stoping (both transverse and
longitudinal). Open stopes will be up to 75m high (mostly 50m) by 25m long by the orebody width (up
to 40m, but averaging 20m), with the proposed mining sequence aiming for maximum extraction of
the resource using pastefill; and

•

Sulphide ore will be processed via a conventional 1.5Mtpa flotation processing facility, to be
constructed at an estimated cost of $96 million. Based on metallurgical test work undertaken on the
ore, the processing facility will comprise crushing, milling and classification circuits followed by
flotation, de-watering and filtration to produce a clean 27% concentrate. Commissioning of the plant
is scheduled to commence in Q3 CY2012.
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Development Status
Site pre-development
development activities at the DeGrussa Project are well advanced with the construction camp
30% complete, with over 200 personnel currently on site.
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The underground boxcut has been excavated with development of the Evans Decline scheduled to
commence shortly. The pre-strip
strip of the open
ope pit is progressing with over 400,000
00,000 tonnes of material
mined to date with two excavators. Bulk earthworks for the plant construction is also underway.
site activities are well advanced with all major equipment ordered and progressing well. Off-site
Off
Off-site
manufacture of the 400-room
room permanent accommodation village
village is underway, together with offices,
workshops, warehouses and fuel storage. The EPC design phase is progressing well and tenders have
been prepared for the tailings storage
torage facility, airstrip and borefield.
All statutory approvals for the initial
tial works have been received, with works approval for the balance of the
project, airstrip and borefield expected in Q3 of CY 2011.
ENDS

For further information contact:
Sandfire Resources NL
Karl Simich – Managing Director/CEO
/CEO
Office: +61 8 6430 3800

Read Corporate
Mobile: +61 419 929 046 (Nicholas Read)
Mobile: +61 421 619 084 (Paul Armstrong)

Figure 1 – DeGrussa Copper-Gold
Gold Project location
n
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Appendix 1 – DeGrussa Copper-Gold Project – March 2011 JORC Resource Statement

Zone

Resource Category

Tonnes
(Mt)

Copper
(%)

Gold
(g/t)

Contained
Copper (t)

Contained Gold
(oz)

Competent
Person

Gold Laterite
0.14

-

1.5

-

7,000

1

Measured

2.17

1.1

0.5

24,000

37,000

1

Indicated

1.41

1.4

0.4

20,000

19,000

1

Supergene
Chalcocite

Indicated

0.25

17.6

2.6

43,000

20,000

2

Inferred

0.19

4.4

1.2

8,000

7,000

1

Primary Massive
Sulphides

Indicated

7.80

5.8

2.0

456,000

502,000

1

Inferred

2.32

4.3

2.0

100,000

149,000

1

14.33

4.6

1.6

652,000

742,000
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Measured

Copper
Oxides

Total

Note: Refer to the Competent Person’s Statements – Mineral Resources below.
1
2

Competent Person for these zones of resource was Diederik Speijers of McDonald Speijers
Competent Person for these zones of resource was David Slater of Coffey Mining

Appendix 2 – DeGrussa Copper-Gold Project – March 2011 JORC Ore Reserve Statement

Reserve
Category

Deposit

Mining
Method

Tonnes
(Mt)

Copper
(%)

Gold
(g/t)

Contained
Copper (t)

Contained
Gold (oz)

DeGrussa

Probable

Open Pit - DSO

0.14

25.6

2.5

37,000

12,000

DeGrussa/C1/Chalcocite

Probable

Open Pit

0.23

6.1

2.4

14,000

17,000

DeGrussa

Probable

Underground

1.50

6.6

1.9

99,000

90,000

Conductor 1

Probable

Underground

5.76

4.9

1.8

283,000

337,000

Conductor 4

Probable

Underground

0.76

4.4

1.2

33,000

30,000

Total

Probable

8.39

5.6

1.8

465,000

485,000

Note 1

A cut-off grade of 8.5% Cu is applied on the Chalcocite to provide a targeted 26% Cu direct sale product (Achieved 25.6% Cu after
dilution). All other material within the defined deposit boundaries has been included in the reporting of Ore Reserves with any subeconomic grade material being treated as internal dilutents. These Ore Reserves include an overall assumption of 2.5% mining
dilution at nil grade for all grade categories along with an assumed 2.5% mining loss of ore tonnes when mined. Calculations rounded
to the nearest 10,000 tonnes; 0.1% Cu grade, 0.1 g/t Au grade; 1,000 tonnes Cu metal and 1,000 ounces Au metal. Errors of rounding
may occur. These Ore Reserves occur within an open pit design containing 26Mt of total material, resulting in a waste to ore strip ratio
of 70:1.

Note 2

Mining recovery factor of 95% applied to diluted stoping blocks, with cut-off grade of 1.5% Cu and minimum stope size of 2,000t.
Calculations rounded to the nearest 1,000t, 0.1%, 0.1g/t and 1,000 ounces; errors of rounding may occur.; assumes commodity prices
of US$7,673/t for copper and US$1,300/oz for gold with a USD/AUD exchange rate of $0.86; assumes 91% metallurgical recovery
rate. Note: Refer to the Competent Person’s Statement – Ore Reserves at the end of this release.
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Competent Person’s Statement – Mineral Resources
The information in this report that relates to Mineral Resources (except the Indicated Resource of Supergene Chalcocite) is based on
information compiled by Diederik Speijers who is a Fellow of the Australasian Institute of Mining and Metallurgy. Mr Speijers is a permanent
employee of McDonald Speijers and has sufficient experience which is relevant to the style of mineralisation and type of deposit under
consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the Australasian
Code of Reporting of Exploration Results, Mineral Resources and Ore Reserves. Mr Speijers consents to the inclusion in the report of the
matters based on his information in the form and context in which it appears.
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Competent Person’s Statement – Mineral Resources
The information in this report that relates to the Indicated Resource of Supergene Chalcocite is based on information compiled by David Slater
who is a Fellow of the Australasian Institute of Mining and Metallurgy. Mr Slater is a permanent employee of Coffey Mining and has sufficient
experience which is relevant to the style of mineralisation and type of deposit under consideration and to the activity which he is undertaking to
qualify as a Competent Person as defined in the 2004 Edition of the Australasian Code of Reporting of Exploration Results, Mineral Resources
and Ore Reserves. Mr Slater consents to the inclusion in the report of the matters based on his information in the form and context in which it
appears.

Competent Person’s Statement – Open Pit Ore Reserves
The information in this report that relates to Open Pit Ore Reserves is based on information compiled by Quinton de Klerk of Cube Consulting,
who is a Member of the Australasian Institute of Mining and Metallurgy. Mr de Klerk has sufficient experience which is relevant to the activity
which he is undertaking to qualify as a Competent Person as defined in the 2004 Edition of the Australasian Code of Reporting of Exploration
Results, Mineral Resources and Ore Reserves. Mr de Klerk consents to the inclusion in the report of the matters based on his information in the
form and context in which it appears.
Competent Person’s Statement – Underground Ore Reserves
The information in this report that relates to Underground Ore Reserves is based on information compiled by Shane McLeay of Entech Pty Ltd,
who is a Member of the Australasian Institute of Mining and Metallurgy. Mr McLeay has sufficient experience which is relevant to the style of
mineralisation and type of deposit under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in
the 2004 Edition of the Australasian Code of Reporting of Exploration Results, Mineral Resources and Ore Reserves. Mr McLeay consents to
the inclusion in the report of the matters based on his information in the form and context in which it appears.
Forward-Looking Statements
Certain statements made during or in connection with this statement contain or comprise certain forward-looking statements regarding
Sandfire’s Mineral Resources and Reserves, exploration operations, project development operations, production rates, life of mine, projected
cash flow, capital expenditure, operating costs and other economic performance and financial condition as well as general market outlook.
Although Sandfire believes that the expectations reflected in such forward-looking statements are reasonable, such expectations are only
predictions and are subject to inherent risks and uncertainties which could cause actual values, results, performance or achievements to differ
materially from those expressed, implied or projected in any forward looking statements and no assurance can be given that such expectations
will prove to have been correct. Accordingly, results could differ materially from those set out in the forward-looking statements as a result of,
among other factors, changes in economic and market conditions, delays or changes in project development, success of business and
operating initiatives, changes in the regulatory environment and other government actions, fluctuations in metals prices and exchange rates and
business and operational risk management. Except for statutory liability which cannot be excluded, each of Sandfire, its officers, employees and
advisors expressly disclaim any responsibility for the accuracy or completeness of the material contained in this statement and excludes all
liability whatsoever (including in negligence) for any loss or damage which may be suffered by any person as a consequence of any information
in this statement or any error or omission. Sandfire undertakes no obligation to update publicly or release any revisions to these forward-looking
statements to reflect events or circumstances after today's date or to reflect the occurrence of unanticipated events other than required by the
Corporations Act and ASX Listing Rules. Accordingly you should not place undue reliance on any forward looking statement.
Exploration and Resource Targets
Any discussion in relation to the potential quantity and grade of Exploration Targets for the DeGrussa Project is only conceptual in nature. While
Sandfire is confident that it will report additional JORC compliant resources for the DeGrussa Project, there has been insufficient exploration to
define mineral resources in addition to the current JORC compliant resource inventory and it is uncertain if further exploration will result in the
determination of additional JORC compliant Mineral Resources.
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