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DEPARTMENT OF MINES.
SOUTH AUSTRALIA.

DM 1117/55
MN/I 20/25

HOUKT VICTORI& UBANIUH DBEPOSIT,
CX)E&PABISOR OF METHODS OF OFERATING. .

INTRODUCTION

Posgsible mef.hoda of operating at the Mount Victoria
uranium deposit aret | |

1. .All operations by the Government,

2. All operations by privat.e énterprise. |

3. Mining by private enterprise and treatment by the

Government,

In the following discussion it has been assumed that
the value of ore deuvéred to the trgament plant at»Mount ,
Vicforia would be 36/« per pound of contained Ug Og for 5 lb.-ore.
This is in accordance with the scale laid down by the Commone
wealth Government. |

If any of the operations are carried out by private
enterprise the dparating éonpa,ny’would be expected to pay leaéa
rents and royalty on the mimcl won and to recoup the Govermnment
for the expenditure 1ncurred in pmspect:lng and exploration.

The cost of lease renta per pound of U3 03 would be smal’l
and has been disregarded in any estimates,
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Royalty would be 24 per cent of the value at the mine
of the minerals won. This would amount to 1ld. per pound of
Ug:0g contained in the ore. .~ - -~ -~

&

The expenditure incurred by the Goverrment is approx-
imately £100,000.  If 125,000 tons of 5Slb.-ore is mined
the repayment of this sum would cost app~roxi§a£§1y 3/3 per
ponnd of U3 Og contained in the ore, or approximately nine
 per cent of the value at the mine of the mineral won,

In the following discussion, in order that the figures
quoted are comparable, these costs have been added to the
estimated costs for operation by the Government.
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ALL OPERATIOKS BY THE GOVERNMENT,

In this scheme, all. min:lng, treatment, and transport of
eoneentrates to Port Pirie would be . carried out by the Govermment,

Capital «_:qqﬁir.eiﬁénts would be £810,000
* " Working costs would bet =
" Direet cost of mining and ‘
treatment £1-13-11 per 1b. of Uz Og

16~ 7

contained in ore,

Royalty " ow w om
Depreciation 11 * v o8 w
Prospecting and exploration =3 ® W a =
£2«14= 8 * A &
Assuming 85 per cent recovery “ o
equivalent to £3- 4- 4 per 1b. of Uy Og
- contained in the
eoncentrate.
Transport of concentrate to |
Port Pirie
Direct cost S~6 " w W om
Depreciation 1=11 " A A =
Cost, excluding interest, of
concentrate deliver N
Port Firle £3elle § ®w W A W
Interest at 5 per cent on
capital requirements 7= 8 w #* ‘& =»
Total cost, inckuding interest £3-219-. § " =w A =

- The cosd, excluding royalty and refund of exploratory

expenditure, would be

 £3 « 14 - 6 per 1lb. 0 U. O

CONFIDENTIAL

38’



2e

3.

26

b

CONFIDENTIAL.

‘irhe advantages of this échgme would be:-

The Government would ‘;e'tain'centrol é.t all stages
of the sxploitation of an important national and strat- |
eglc asset. | ) | )

"It would be, possible to maintain élose liailson
between the mine and the treatment plént a:;d between t.héﬁ
treatment plant and the chemical treatment plant at
Port Pirie.

The cost of concentrates deliiered to Port Firie

would be lower than for any other scheﬁm - Any profits
would be retained by the Government.

The disadvantages would heste

Policy for the employment of labour must conform to
that for other Govermment Departments, and 1t would not
necessarily be suitable for this prbject.

Inducements could not ﬂadiiy be offered to attrac£
the best labous,

Obtaining decisions regarding both policy and
expenditure is slower than in private enterprise.
This could affect the time required to ge¢inte proaue-

- tion, as well as efficiency and costs.
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ALL OPERATIONS BY PRIVATE ENTERPRISE

Three schemes are consideredse

(1) Total capital requirements provided by the Company.

(2) Portion of the capital requiremam obtained by bank

 overdraft guaranteed by tha Govermmt. ‘

(3) Treatment plant erected by the chermeﬂt, working capital
obtained by bank overdraft, and remaining capital @
provided by the Company,

| (1) Capital provi&ed by the Company,

- It is cdriai,derad that a return of ten per cent per
annum would be the minimum necessary to attract private
investors, and that investors might possibly require a
return of 15 per cent per annum. working costs would

be the same as under Government operation,

- Total capital requirements. £810,000,

Cost, excluding interest, of ;
concentrates delivered 3
Port Firie £3~11~-9 per lb. of contained

Uy 08
Interest at 10 per cent '
. per amnum 153 L " ST R
pos ' Total cost : £4. 7-0 " A w oW

WS-
-«

Total cost if 15 per cent .
per annum is returned -
to sharholders £held=8 L N
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(2) Bank oOverdraft Guaranteed by Government, = e

It is suggested that_ the Government might guarantee
‘a bank overdraft to cover portion of the ecapital require-
ments as was done for Nairne Pyritea Limited. An
 overdraft of £460,000 would cover the cost of erecting the.
4 treatment plant’gnd-pruvide su:fieient.working papital, .

Capital
Overdraft

Total

Oost, excluding interest,
of concentrates del-
ivered Port Pirie

Interest at 5 per cent on
overdraft

Interest at 10 per cent
on capital .

Total cbst

Total cost, if 15 per
cent per annum is
‘paid on eapitél

CONFIDENTIAL

£350 000
£460,000

£810,000

£3-11-9

6=7

f4- 2-8

£4- 6-0

-

per 1lb, of contained

Uz O
® A e ]
" " L "
% = L] ]

per lb. of contained
U Og
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(3) Treatment Plant Ereétea by Govermment.

This case differs. from the previous ons in that the
treatment plant would be erected and paié for by the
Goﬁernn@nx.. The chpany.uguld pay interest to the
Government and refund. the expenditure incurred by the
 Govermment.  Interest 'éaid to the Government would be
at the same rate as paid on a bank overdraft, which 1s

taken to be & per cent per annum.

 Capital provided by Company | £350,000
Capital expenditure by Govermment £202,000
‘Bank overdraft - : £258,000°

Total . - £810,000

working costs would be the same as in the previous
case, that isie

1f 10 per cent is paid

on capital £4-.2-8 per lb., of contained
‘ _ , Uq ©
3ve
if 15 per cent is paid
on capital £4-6-0 . per lh. of contained
| U3 0g
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The advantages of all operations being carried out by

private enterprise aret- v -

1o - Production would be‘co;;enced in a shorter time.
2. - Conditions of employment would be more flexible
_and better labour attracted, resulting in greater efficlency
‘and lower costs, * | | | . |
3. A big incentive would be given to private interests
to search for other uranium deposits in the State,

The disadvantages would bei=-

lo. Tre#&mant of the ore and of the concentrates would
| be contrblled by different interests and liaison might |
 be difficult,
2. The Government would receive no prérit, except léaae |
rents and royalties, from the operations.
3. The cost of concentrates delivered to fort Pirie
~ would be higher, |
The advantage of the Government guaranteeing a bank over-
draft would be to reduce the cost of the concentrates delivered
to POrt Firie. There is no obvious disadvﬁntage’to this.
It should be a big advantage to a private Company for the
- Government to erect the treatment plant on their behalf,
The Department of Mines has carried out the research vérk on the
ore and knows the methad of treatmen?-most,suitable.fbr.the.ore.
It hae the knowledge, experience, and facilitiés necessary
'to carry out thé dﬁaign'and econstruction of the plant, A
Company would have to have this done by an outside firm.

-
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CCMBINED OPERATIONS.
"In this sehema the mining would be done by private enter-
prise and the treatment and transport by

” (1) the Government, - . or - -

(2) the Company on behalf of the Government.
In’ both cases the Company would be pald for the ore delivered
to the tregqtment plant according tofits uranium content,
It i3 assumed that the base rate would be £1-16-0 per pound of
contained uranium for 5 lb.-ore.

(1) uining by Company - Treatment by Government.

As both mining and treatment are on a relatively
small scale, it would be necegsary fob one of the oper-
ators to supply necessary services, sugh aé power, water,
and accommodation, to the other. It is suggested that
this would be done by the Company. The Company would |
then require sufficient capital to cover all capital
expenditure other than that for treatment and transport

of concentrates.

_ The Government would pay the Company for all aervices
provided at a rate that would cover the actual cost plus.
~5 per cent per amnum on the preportion of the eapital

.necessary to provide these services to the Government.

~
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Mining and Services.
Capital requirements of Comyany.

Mining ~  £105,000
Power station 65,000
‘Water supply 30,000
T - Workshops - - 10‘,'000' -
‘ Office andﬁ store 13,000
Town site - 75,000
Transport ’ 3,000
= £301,000
working eapital 140,000
. Total £441,000
. working Costa,’ ' |
Mining, direct coét’ _ £3- 0- O per ton of ore
Community services 13-6 2 % w  a

Depreclation on £199,000 1=1510 ® o @& =

£5-17-4 * W % =
'For 5-1b, ore equivalent t0 £1- 3« 6 per 1lb, of

Royalty 11 contalned U3.°8
Proagpecting and explora-
- tion 3.3 ® w o w =
Total cost . £1eT-8 ® 4 a n
Value of ore | . C £1elB= 0 N w o on w
- Profit ; | 8B-4 ® & n =

Output 25,000 tons per annum containing 125,000 1bs. of Uz Og.
| Annual profit £62,062
Interest pald by Government |

for services § per cent ‘
on £125,000 64250

Total annual profit £58,312
| This annual profit is equivalent to a return of
© 132 per cent per annum on a capital of £441,000,
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| Treatment and Transport.

ﬁapital reqnirenenillef Government

Treatment plant £202,000
Transport 42,000

" Working capital

£244 ,000

125,000

£369,000

Working costs, including dépreciation and interest.at 5 percent.

Cost of ore pald to Company

Treatment, direct charges

-‘ Administration and community

services ‘
x Depreciation and interest’

Total
Equivalent to

Transport, direct charge
* Depreciation and interest

Total cost of concentrate
delivered at Port Firie

£ 9= 0-0 per ton of ore -

3135 * % w =«
14,.6 o K.
3~ 3-8 ® W n
£16-11-7 % % w w
£77-18-6 per ton of
5~-10=-3 conecentrate
2~13-7 " % =
£B6m D4 W A W

.Grade of cbncentraxts - 20 lbs. of Ué 08 per ton,

Cost per 1b: of Uz Og in concentrates
£ 4- 6-1

Pe-

delivered at Port Firle

X Includes amounts pald to CQQpany for services,

. CONFIDENTIAL.



w2

CONFIDENTIAL.

(2) Mining by cwmpany.

Treatment on beha.lf of Gwerment.

 The whole of the operations would be under the one
dontrol but treatment of the ore and transport of the
concentrates would (be déne by the cﬁpan; on behalf at"'
the Government. The Govermment would pay the Company
the cost of treatment and. transport, inc}uding the '
applicable portion of overhead expenses, plus a manageria.:l.
fee. It is suggested that a suitable fee would be
£5,000 per annum. |
Capital requirements would be ss.milar to the previaus
case, that isi~ '
Company £441,000
Government £369,000

The working costs would be varied by the addition to
them of the managerial fee. A fee of £5,000 per gnnm
would amount to approximately /- per pound of Uy Og
contained in the concentirates. |

The cost of the concentrates delivered to Port Pirie |
would thus bé £4 ~ 7 = 1 per pound of contained Uy Oge

- The advantages of combined operations arei=

1. .contrel of contracts, would be simpler if the
selling point is bet.vl;een the mine and the treatment
plant at Mount Victoria r;ather' than between the
gount.victoria treatment plant an@ the Port Pirle
Chemical treatment plant, “
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Any improvement in ore treatment found as a‘
would be th the benefit of the Government rather
than to private enterprise,

The Goverment could treat parcela of ore frea

any other &epoaiu that might be found in the 1madiate |

vicinity.

The disadvantages aret-

1.
2.

3e

4.

Se

6

-

_ Separate administrations would not be economic.
Conditions of employment for employees of both

operators would have to be the sameé, and might be |

difficult to arrange.

Allocation of power, water, and services during
breakdowns or shortages would be aifficult.

Transport between the mine and the railhead
would have to be shared by both operators.

The mine and treatment plant would have to work

closely together at all times and this might be

difficult with divided control,

The cost of concentrates delivered to Fort Firle
would be higher than 1f all operations were controlled
by tl}e Govermment.

Most of these disadvantages would‘ not apply 1if the» Company

were to operate the tiéatiment plant-¢n behalf of the Government.,
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SUMMARY OF COSTS,
Cost per lb. of Us Og in
" concentrate at Port Pirie,

-4 .
. Los

All operations by éoverment, |
ineluding 4/11 for myalty and :
exploration - £3 -~ 19 - 6§

'All operation by private enterprise
all capital provided by Company

Return to investors 10 per
cent per amxﬁ
néturn t.o_ investérs 15 per

" f4 - 7-0

‘ éent per annum 4 «14 -8

Overdraft guaranteed by Government
Return to investors 10 per

centperamum £4 - 2-8

" Return to investors 15 per

cent per annum £4 - 6 -0

Combined operations,

¥ining by Company (return to inves-
tors 13.2 per cent) and treatment

by Govermtent. M- 6-1
Hin:lng by COmpany (return to 1nves-» o
tors 13.2 per cent) and treatmegt' .
- 7.1

by Company for Government

S oA NS

8.7.56 . . ‘ o
‘ . SISTANT & ERGINEER.
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