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IMX Resources 09 Jan, 2008
Committing to Cairn Hill 
IXR; Buy up to 65 cents 

In mid December we outlined that Goldstream Mining had changed its name to IMX 
Resources to better reflect the company structure and strategic direction, which 
involved a mixture of core activities comprising investment, mining and exploration. 
During the past few weeks the company has achieved several significant milestones at 
its most advanced direct mining opportunity, the Cairn Hill iron ore project. 

“IMX Resources has committed to development of the Cairn Hill iron ore project in 
South Australia, with the company set to make the transition from explorer to miner 
in late 2008.”

Cairn Hill Update 
Earlier today IMX announced that it had formally committed to development of the 
Cairn Hill iron ore-copper project in South Australia. This follows the establishment 
of an off-take partner and cornerstone investor in Chinese steel company, Jilin 
Tonghua Iron & Steel (Group) Mining Ltd – Tonghua Mining. In addition the 
company has stated that it is close to finalising all project funding arrangements. 

Tonghua Mining will purchase 100% of the production of Cairn Hill for a 3 year 
period, subject to extension, at market related prices for both the magnetite and 
contained copper. Initial production is proposed at a rate of 1.2 to 1.4mtpa. 

The ore will be sold on a FOB basis with the target shipping specification averaging 
>55% iron and 0.43% copper. The prices will be benchmarked using international 
traded prices, with adjustments for processing and logistics costs. 

Tonghua Mining will construct a processing facility in China to process the ore to 
produce a high grade magnetite concentrate and a copper/gold concentrate. At the 
cessation of the sales offtake contract, IMX will have the first right to purchase the 
processing facility at market price. 

As an integral part of the agreement Tonghua Mining will take a placement of 16.34m 
shares in IMX at 85 cents per share at a cost of almost $14m (a premium of 20-25% to 
the prevailing share price). This will give Tonghua Mining a 9.99% investment in 
IMX on an undiluted basis. Importantly this will largely cover the equity component 
of capital required to develop Cairn Hill. 

Recapping, the Cairn Hill magnetite, copper, gold project is based on shipping 
unprocessed ROM ore to China for processing into a high grade (+70% Fe) magnetite 
concentrate and a copper/gold concentrate. The project produces a niche magnetite 
product that does not require pelletisation and has a significant copper revenue stream. 

 



It is expected to produce 7.3mt of ore averaging 50.9% Fe, 0.43% copper and 0.13g/t 
gold over an initial 5.5 year life. 

The company is close to finalising its preferred development option. Two scenarios 
are being actively considered, principally revolving around which port to use for 
shipping – Darwin or Port Pirie. Darwin is currently the preferred port and under this 
scenario development of Cairn Hill will incur a capital cost of $41.6m. A significant 
proportion of this figure should be able to be covered under leasing arrangements with 
service providers. 

Over the current project life of 5.5 years the FOB costs loaded onto a Panamax vessel 
in Darwin are forecast to be around A$50/t and the cumulative operating pre-tax 
cashflow is estimated at $101m (average $18.4m pa) based on current benchmark 
prices and exchange rate (copper US$6,715/t, iron ore fines USc80.42/dmtu and 
exchange rate of A$1 = US$0.873). 

The plan is to commence trial mining in March to provide a bulk sample for final 
design work for the processing plant, as well as optimising the pit design, defining 
material handling parameters and equipment selection. Full scale mining is then 
planned to commence early in the September quarter 2008, followed by first 
shipments in the December quarter (subject to receipt of all approvals, and 
construction of port and logistics infrastructure). 

Continental Nickel Update 
In mid December we updated Members on the very encouraging nickel results being 
achieved at its Nachingwea JV tenements in Tanzania. This has resulted in a strong 
appreciation in the Continental Nickel share price (currently Cdn $3.20). Management 
has taken the opportunity to raise additional funds on the back of this positive news 
flow, raising a further Cdn$9m at Cdn$3.00 per share. (Continental floated on the 
TSX in July 2007, raising Cdn$16.5m at that time). 

IMX Resources elected not to exercise its anti-dilution rights under its shareholder 
agreement and as a consequence has diluted its investment in Continental down to 
47.6% (previously 53.03%). 

Capital Structure 
Our updated estimate of the capital structure of the IMX following the placement to 
Tonghua Mining is as follows: 

Market Valuation  Issued Shares (m) Share Price (cents) Market Cap (A$m) 
Fully paid shares  164.1  $0.650  $106.7  
Partly paid shares  9.1  $0.650  $5.9  
Options  4.8  $0.650  $3.1  
Cash from PP    $3.7  
Cash from Options    $2.5  
Diluted Market Cap   $109.5  
Investments    $78.0  
Cash    $18.9  
Debt    $0.0  

Enterprise Value    $12.5  
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Discussion and Recommendation 
While the Cairn Hill project doesn’t appear to be a ‘company maker’ at this stage, it 
will mark the transition of the company from explorer to miner. In addition it will 
provide useful operational cashflow to support ongoing exploration, development and 
investment activities. 

These opportunities include the Continental Nickel investment, where very 
encouraging nickel exploration results are being achieved, and the Lonmin joint 
ventures. (Members are referred to earlier Goldstream reports for background on these 
assets which have potential ‘company making’ attributes). 

Overall, the company provides low cost exposure to a diverse range of exploration 
opportunities that could generate considerable value for shareholders. Hence, Stock 
Resource recommends IMX Resources as a Buy up to 65 cents for Members 
without current exposure.

Share Price Graph 

 

Related Articles 

• IMX Resources 12 Dec 2007  

 

Disclaimer 

Breakaway Investment Group Pty Ltd, and its authorised representative Stock Resource, have made 
every effort to ensure the reliability of the views and recommendations expressed in this report. Our 
research is based upon information known to us or which was obtained from sources which we 
believed to be reliable and accurate at time of publication. 

This report is prepared for general information only, and as such, the specific needs, investment 
objectives or financial situation of any particular user have not been taken into consideration. 
Individuals should therefore discuss, with their financial planner or advisor, the merits of each 
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recommendation for their own specific circumstances. Not all investments will be appropriate for all 
subscribers. 

To the extent permitted by law, Breakaway Investment Group Pty Ltd and its employees, agents and 
authorised representatives exclude all liability for any loss or damage (including indirect, special or 
consequential loss or damage) arising from the use of, or reliance on, any information within the report 
whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such 
liability, Breakaway Investment Group Pty Ltd hereby limits its liability, to the extent permitted by 
law, to the re-supply of the said information or the cost of the said re-supply. 

As at the date at the top of this page, Directors and/or associates of Breakaway Investment Group Pty 
Ltd currently hold positions in Alesco Corporation (ALS), Allco Finance Group (AFG), Allco Hybrid 
Investment Trust (AHU), Anchor Resources (AHR), Bondi Mining (BOM), BMA Gold (BMO), CGA 
Mining (CGX), Commander Communications (CDR), Energy Metals (EME), First Australian 
Resources (FAR), Gold Aura (GOA), Icon Resources (III), Iinet Ltd (IIN), Iluka (ILU), Intec (INL), 
Integra Mining (IGR), Jindalee Resources (JRL), KUTh Energy (KEN), National Australia Bank 
(NAB), Orica Limited (ORI), Southern Cross Exploration (SCX), Spotless Group (SPT), Warrnambool 
Cheese (WCB), Western Desert Resources (WDR) and Zicom Group Limited (ZGL). These may 
change without notice and should not be taken as recommendations. 

Reference within the Stock Resource Report to the “Stock Resource Portfolio” is a reference to the 
hypothetical portfolio on the “Past Predictions” page, which includes details on the methodology used 
to derive the performance figures. 
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