
 
 

ANNOUNCEMENT TO THE AUSTRALIAN STOCK EXCHANGE: 3 MAY 2007 
 

SCOPING STUDY CONFIRMS ECONOMICS AND CASH FLOW 
POTENTIAL OF JOGJAKARTA IRON SANDS PROJECT 

  
The Board of Indo Mines Limited (“Indo Mines”) is pleased to advise that a Scoping 
Study undertaken by ProMet Engineers Pty Ltd has confirmed the economic viability 
and cash flow potential of the Jogjakarta Iron Sands Project (“Project”) in Central 
Java, Indonesia. 
 
The Scoping Study shows an NPV ranging from US$418 million (A$505 million) to 
US$658 million (A$795 million) assuming sales at US$300 to US$350 per tonne for 
pig iron respectively from the production of 1 million tonnes per annum of pig iron. 

 
Summary 
 
At a mining rate of 9 million tonnes of iron sands per annum the Project will support a 
production rate of 1 million tonnes of Pig Iron per annum at an operating cost of US$152 
per tonne. At a spot price of US$300 (current spot prices range from US$280 - US$385) 
the Project has the potential to generate operating cash flows of around US$148 million 
per annum. Pig iron demand and supply projections within Indonesia and its adjacent 
markets indicate a stable price will continue for some years, with demand likely to 
increase with the availability of this cheaper domestic supply. 
 
With a capital cost of US$582 million (determined to a nominal accuracy of ±30%) the 
project shows an IRR of 21.7% with an NPV (at a 10% discount rate) in excess of US$418 
million, at US$350 per tonne the NPV rises to US$658 million. 
 
The Scoping Study has identified several more cost effective options for developing the 
Project, including the production of marketable concentrates and three alternative hot 
metal processing technologies that have the potential to significantly improve the 
economics of the project. 
 
As part of the Scoping Study, URS Australia has completed an Environmental and Social 
Scoping Study that identified no unmanageable community or environmental issues with 
the development of the project at this stage, based on the preliminary work. URS 
indicated that there was potential for the land reclamation processes to see improved 
productivity of the mined out areas compared to the existing land form, and the proposed 
waste stream management would assist in minimising the project’s environmental impact. 
 
Based on these encouraging results, Indo Mines will now commence a Bankable 
Feasibility Study for a 1 Million tonne per annum Concentrate Plant, due for completion 
late in 2007. At the same time a Pre-Feasibility Study will be commissioned to determine 
the most viable and cost effective hot metal processing technology for the Project, the 
results of this should be available for inclusion in the Bankable Feasibility Study by 
September 2007. The Bankable Feasibility Study for the 1 million tonne per annum pig 
iron plant is due for completion in mid 2008.     
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1. Resource 
 
The Project is located 32 kilometres south of Jogjakarta on the southern coast of Central 
Java. The deposit comprises a beach area 22 kilometres in length by 1.8 kilometres in 
width adjacent to the coast line between the Progo and Bogowanto Rivers. The initial 
mining of the Project’s mineral resource (as announced on 27 September 2006) of 605 
million tonnes of Iron Sands (grading at 10.8% Fe) will focus on the Surface Sand Unit 
which contains 273 million tonnes of Iron Sands (grading at 14.2% Fe), or the equivalent 
of about 39 million tonnes of Fe.  
                                

TABLE 1 
Surface Sand Unit Resource  (to an average 6m depth from surface) 

JORC RESOURCE 
(at a cut-off of 9% Fe) 

TONNES 
(Million) 

GRADE 
(% iron) 

Measured   115.6 13.9% Fe 

Indicated   134.9 14.5% Fe 

Inferred   22.5 14.0% Fe 

Total Resource   273 Mt 14.2% Fe 
 
 
This amount of contained iron paves the way for the development of the Yogyakarta 
deposit, which has enough contained iron for production of 1,000,000 tonnes of pig iron 
annually for a minimum of 30 years. During the initial stages of mining additional test work 
is planned to determine the best method for processing the remaining 332 million tonne 
resource. 
 

 
 

Figure 1. Location Map of the Jogjakarta Iron Sands Project JORC compliant Resource 
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2. Scoping Parameters 
 
Key considerations in the scoping study were throughput rate, project longevity, 
infrastructure and community development impacts. The minimum project life is 20 years, 
with sufficient resources to either expand production or extend the mine life. Indications 
from the URS Australia Environmental and Social Scoping Study suggest that there is no 
significant community or environmental issues. 
 

TABLE 2 
Scoping Parameters 

Life of Mine Minimum 20 years 

Ore Mining Rate 5 – 10 million tpa 

Cut Off Grade 9% Fe 

Mining Grade 14.2% Fe 

Annual Pig Iron Production 2 Cases - 500,000 tpa and 1 million tpa 

Coal Price US$55 / tonne 

Power US$40 MWh 

 
3. Mining & Pre-concentrating 
 
As the resource occurs at surface the mining process is a simple quarrying exercise using 
standard rubber tyred loaders and bulldozers to move the material to and from the pre-
concentrator facility.  
 
Initial processing will take place at the mining operation using a semi-portable 
modularized plant incorporating a screening trommel and single stage wet magnetic 
separators to generate a pre-concentrate. The 2 million tonnes per annum of pre-
concentrate will be transported using standard highway trucks to a centrally located 
process plant. The 7 million tonnes per annum of reject sand from the pre-concentrator 
plant will be placed back into the mined out area and rehabilitated to allow cropping by the 
local land users. 
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Figure 2  Typical drill hole cross section showing depth of mining 
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4. Processing 
 
For the purposes of the Scoping Study a processing facility similar to that currently 
processing iron sands in New Zealand has been used to develop the capital and operating 
costs for the project. There are three other hot metal processing technologies that have 
been identified as potential alternatives and these will be the subject of a Pre-Feasibility 
Study to be commissioned shortly by Indo Mines. 
 
At the central facility the pre-concentrate will be processed to upgrade the feed to 55% Fe 
by grinding and further magnetic concentration. This final concentrate will be feedstock to 
the ironmaking plant. 
 
The conceptual flow sheet for a 1 million tonne per annum pig iron plant incorporates 6 
multiple hearth furnaces (MHF) for preheating the concentrate and charring the coal, 
followed by 6 rotary kilns used to produce Direct Reduction Iron (DRI) which is then 
transferred into 3 melters for the final processing to produce Pig Iron Billets. 3 Vanadium 
Removal Units will be incorporated to extract the vanadium rich slag for sale. Additional 
equipment includes an oxygen plant, pig caster and co-generation plant to extract power 
from the MHF and Kiln off gases. 
 

 
 

Figure 3  Conceptual Process Flow Sheet 
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5. Social and Environmental 
 
URS used the information obtained from a desktop review, data searches and site visit to 
conduct a high-level environmental and social risk assessment to identify the key 
environmental and social issues to be addressed early in Project development.  
 
The results of that assessment indicate that there are no high risk issues that could 
impact the project.   
 

TABLE 3 

Preliminary Indication of Significance of Environmental and Social Issues 

 
Preliminary Assessment of Significance Factor Aspect 

Low Medium High 
Sustainability Sustainability    

Local Communities    
Public Health and Safety    
Culture and Heritage    

Social 
Factors 

Surrounding Land Use    
Terrestrial Flora and Vegetation    
Weeds    
Marine and Estuarine Flora    
Terrestrial Vertebrate Fauna    
Terrestrial Invertebrate Fauna    
Biodiversity    
Conservation Values    
Subterranean Fauna    
Marine and Estuarine Fauna    
Landform and Soils    
Surface Water Quantity    

Biophysical 
Factors 

Groundwater Quantity    
Air – Dust    
Air – Greenhouse Gas Emissions    
Air – Other Emissions    
Noise and Vibration    
Light    
Liquid and Solid Waste Disposal    
Surface Water Quality    

Pollution 
Prevention 
Factors 

Groundwater Quality    
 
 
6. Waste Stream Management 
 
The main waste streams from the project have significant potential for recycling as 
follows: 
 

• Reject sand material from pre-concentrator – backfill into mined out areas 
• Slimes from Concentrator grinding circuit – used as a soil conditioner in the 

rehabilitation  
• Titaniferous slag – to be sold for construction material 
• Vanadium Slag – saleable commodity 
• Fly ash – on-sold for cement production  
• Industrial waste – recycle as much as possible 
• Office and green waste - recycle as much as possible 
• Domestic effluent – fertilizer 
• Waste water, domestic and process – recycle as appropriate 
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7. Infrastructure 

 
Access to the Project is by sealed road and is a 1 hour drive from the city. The majority of 
the roads within the contract area are also sealed. The mine is located adjacent to the 
coast line and has three rivers passing across the lease; these should provide sufficient 
water for processing the iron sands.  
 
The Java-Bali 500,000MW Grid, a 150,000 volt supply station and modern rail facilities 
are located within 6 kilometres of the proposed plant site. There are several options for 
port facilities for the importation of coal and exporting of product within close proximity of 
the Project.  
 
The majority of the infrastructure costs have been included in the estimates for Capital 
Expenditure. The additional items are not expected to materially impact the economic of 
the project.   
 
 
8. Bankable Feasibility Studies 
 
The Scoping Study has identified three alternative hot metal processing technologies that 
could significantly reduce the operating costs. As such, Indo Mines will commission a Pre-
Feasibility Study to determine the most cost effective and commercially viable option for 
inclusion into the Bankable Feasibility Study which is due for completion in mid 2008.  
 
In addition, the Scoping Study identified that a marketable concentrate could be produced 
by the concentrate processing facility prior to the commissioning of the hot metal 
processing plant as mentioned above. Therefore, Indo Mines will commission an 
additional Bankable Feasibility Study for a 1 million tonne per year concentrate processing 
facility. 
 

 
 

The information in this report that relates to Exploration Results and Mineral Resources of the 
Jogyakarta Ironsands Project is based on information compiled by Mr Philip Welten, who is a 
member Australian Institute of Mining and Metallurgy. Mr Welten is a full-time employee of Indo 
Mines Limited. Mr Welten has sufficient experience, which is relevant to the style of iron ore 
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 for Reporting of Exploration Results, Mineral Resources and Ore Reserves’. 
Mr Welten 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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