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METOREX LIMITED 

(“Metorex”)
_________________________________________________________

AGREEMENT CONCLUDED TO TREAT RUASHI AND ETOILE 
HIGH GRADE COPPER/COBALT MINERAL RESOURCES 
IN THE DEMOCRATIC REPUBLIC OF CONGO (DRC).
____________________________________________________________________________

INTRODUCTION

Metorex is pleased to announce that it has reached agreement with the Government of the DRC, Gecamines and Sentinelle Global Investments (Proprietary) Limited (“Sentinelle”) to mine and treat the high grade copper cobalt Ruashi and Etoile mineral resources situated in the Shaba or south eastern region of the DRC approximately 10 kilometres from Lubumbashi.

This agreement constitutes one of the first grants by the Government and Gecamines to investors under the new mining code 

The Structure

The corporate structure is set out below:








THE PROJECT

Ruashi Mining SPRL (“RM”), a Congolese registered company, is the operator and owner of the mining rights.

The project is to be developed in three phases, the first being the construction of a concentrator to treat the oxide stockpiles at both Ruashi and Etoile, which project will endure for approximately 4 years, and the second phase being the mining of the Ruashi oxide deposits. These are high-grade copper/cobalt resources with an estimated life of over 15 years. The exploitation of the sulphide orebodies will potentially continue thereafter.

During the first phase, a bankable feasibility study will be prepared for the second and third phase operations. The results of the feasibility on Phase 1 and Phase 2 completed by Metorex together with technical reviews from two respected consulting companies confirm the robust nature of the project which at a copper price of $2 200 per ton and cobalt price of $12 per pound provide internal rates of return of 58% and 56% respectively with operating margins of 34% and 32% for the two phases.

MINERAL RESOURCES

The mineral resources are summarised below:

Phase 1 – Stockpiles

	
	Tons
	% Cu
	% Co

	Ruashi and Etoile
	3 200 000
	1.76
	0.49


These reserves constitute probable reserves and inferred resources.

Phase 2 – Ruashi Orebodies

	
	Tons
	% Cu
	% Co

	Ruashi
	31 900 000
	3.59%
	0.39%


These reserves constitute proved and probable reserves.

Extensive diamond drilling has been done on the orebodies.

Further evaluation will be undertaken on the Ruashi sulphide orebody during the Phase 1 and Phase 2 operations.

LIFE OF MINE

Mining of the stockpiles will take place at an average rate of 70 000 tons per month yielding 7 000 to 10 000 tons of copper and 1 100 – 1 300 tons of cobalt per annum in concentrate. Mining of the orebodies during Phase 2 will take place at an average rate 120 000 tons per month yielding 42 500 tons of copper and 3 500 tons of cobalt per annum. This phase provides a life of mine of over 15 years and constitutes approximately 8% of the world’s current cobalt production.

METALLURGICAL PLANT/CONCENTRATOR

A flotation plant will be constructed to treat the stockpiles during Phase 1. The Nigramoep concentrator situated and decommissioned at O’Okiep will be disassembled, refurbished and transported to Ruashi for re-erection and commissioning which significantly reduces the capital cost of establishment. This plant historically treated the Nigramoep ore at a rate of 70 000 tons per month. The concentrator and associated infrastructure are expected to cost a maximum of $18million to establish.

Phase 2 will involve the construction of an expanded concentrator, an acid leaching section and SX/EW plant for the production of copper and cobalt cathodes on site. This metallurgical complex is estimated to require $150m - $180m of capital expenditure and ensures higher recoveries than those obtained during Phase 1.
MARKETING OF OXIDE CONCENTRATE

The oxide concentrates produced during Phase 1 will be toll or custom treated in the DRC or Zambia under contract for onward sale to the international markets. The copper and cobalt cathodes produced from Phase 2 will be directly marketed through international commodity traders.

PROJECT FINANCING

Discussion for the financing of both the Phase 1 and Phase 2 capital expenditure have been initiated with interest having been expressed from an International Hedge Fund, project financiers and a leading emerging market private equity fund. These arrangements have not been finalised, the details of which will be released on finalisation of negotiations.

RISK ANALYSIS

A risk analysis has been completed taking account of price risk, metallurgical complexity, recoveries, logistics, political risk, geology and ore reserves, markets and capital and operating expenditures. The results of these analyses were positive and meet the investment criteria practiced by Metorex in its project evaluation process.

THE FUTURE

Subsequent to finalising the funding and marketing arrangements, work will commence on the erection of the plant and mobilisation of the mining contractor (earthmoving in Phase 1. Production is expected to commence within 12 months from site establishment.

Further evaluation work will commence on Phase 2 and 3 with the intention of bringing these phases into production during the latter half of Phase 1 which projects are expected to make a significant contribution to the Metorex Group’s earnings.
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METOREX LIMITED
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CAPITAL INTERNATIONAL EMERGING MARKETS

_________________________________________________________________________ 

OBJECTIVES

· Backing Phase 1 - $15m - $20m

· Redeemable/Convertible Instrument

· Cumulative Coupon Rate (Profit related)

· Backing Phase 2 - $50m - $60m

· Basis 50:50 Debt/Equity Ratio

· Redeem or convert to Equity – Phase 2

END PLAY (3 – 6 Years)

· List Project

· Sell Project

· Convert to Metorex Shares

PROJECT VALUATIONS (Discounted @ 15%)

	Phase 1
	$29.1m
	IRR 58%

	Phase 2
	$401.4m
	IRR 56%

	Total
	$430.5m
	


Basis:
Copper 
$2 200/t:
$1/lb




Cobalt

$     12/lb

	Phase 1
	$2.3m
	IRR 32%

	Phase 2
	$243.0m
	IRR 32%

	Total
	$245.3m
	


Basis:
Copper 
$2 000/t:
$0.91/lb




Cobalt

$      8/lb

2

VALUATION (Basis PE Ratio x 8)

	
	PAT

	Average Earnings (Phase 1)
	$11.7m

	Average Earnings (Phase 2)
	$78.8m

	Total
	$90.5m

	Project Valuation @ 8 PE
	$724.0m


	CAPITAL INTERNATIONAL
	
	

	Risk Capital – Phase 1
	$15m
	

	                    - Phase 2
	$50m
	

	
	$65m
	

	
	
	

	Target Return x 5
	$325m
	

	
	
	

	Equity Required Phase 2
	$325m
	= 45%

	
	$724m
	


	WORST CASE SCENARIO
	PROJECT VALUE

	
	100%
	80%

	Revised Equity:
	Capital:
	45%
	$325m
	$260

	
	Metorex:
	37%
	$268m
	$214

	
	Sentinelle:
	18%
	$130m
	$104

	Total
	$724m
	$578


NOTE:

Objective to obtain ±$65million of Risk Capital from Capital International and dilute 20% -30%.
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