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Perth-based	 Minemakers,	 which	 owns	 the	 undeveloped	
Wonarah	 deposit	 in	 the	 Northern	 Territory,	 has	 stirred	
investor	interest	in	phosphate	by	highlighting	a	surge	in	world	
prices	in	the	past	year.

The	company	says	prices	of	rock	phosphate	from	Morocco	increased	
four-fold	to	$US200	per	tonne	in	2007.

The	 Moroccan-Western	 Sahara	 region	 holds	 the	 world’s	 largest	
reserves	and	is	the	third-largest	producer	after	China	and	the	United	
States.

Phosphate	is	usually	thought	of	as	bird	guano	on	coral	atolls,	which	
means	 it	 is	 not	 usually	 associated	 with	 the	 Australian	 continent.	
However,	most	of	the	world’s	phosphate	reserves	are	vast	sedimentary	
deposits	 created	 by	 blooms	 of	 phytoplankton	 and	 even	 the	 marine	
winnowing	of	fish	scales	and	bones.	

Australia	has	a	number	of	deposits,	but	only	two	phosphate	mining	
operations.	 The	 largest	 is	 Phosphate	 Hill,	 formerly	 known	 as	 the	
Duchess	mine,	about	100km	south	of	Mt	Isa.

The	mine	has	had	a	chequered	history	since	development	by	Broken	
Hill	South	in	the	1970s.	It	disappointed	a	succession	of	owners	but	is	
now	 part	 of	 a	 highly	 profitable	 integrated	 fertiliser	 manufacturing	
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operation,	 Southern	 Cross	 Fertilisers,	
acquired	by	 Incitec	Pivot	 from	BHP	Billiton	
last	year.

Christmas	 Island	 is	 home	 to	 Australia’s	
only	other	phosphate	mine,	owned	by	unlisted	
public	company	Phosphate	Resources,	which	
employs	 about	 100	 of	 the	 island’s	 1500	
inhabitants.	

Almost	 40%	 of	 Phosphate	 Resources	 is	
owned	by	publicly	listed	CI	Resources,	which	
holds	 a	 number	 of	 phosphate	 mining	
investments	 in	 Australia	 and	 China.	 Both	
companies	are	chaired	by	Western	Australia’s	
former	 state	 development	 minister,	 Clive	
Brown.

Most	of	the	world’s	phosphate	rock	is	used	
to	manufacture	fertilisers,	including	products	
such	 as	 superphosphate,	 mono-ammonium	
phosphate	 (MAP)	 and	 di-ammonium	
phosphate	(DAP).	Most	Australians	will	know	
superphosphate,	 which	 last	 century	 opened	
up	 vast	 tracts	 of	 semi-arable	 land	 to	 grain	
cropping.	 MAP	 and	 DAP	 have	 now	 largely	
replaced	superphosphate	because	they	deliver	
more	 phosphorus	 by	 weight	 as	 well	 as	
nitrogen.

A	recent	review	of	the	fertiliser	market	by	
Rabobank	 senior	 analyst	 Ingrid	 Richardson	
provides	 a	 global	 picture	 of	 the	 phosphorus	
market	and	the	outlook	for	demand.

She	 explains	 that	 phosphorus	 is	 one	 of	
three	 major	 nutrients	 essential	 for	 plant	
growth,	 along	 with	 nitrogen	 and	 potassium.	
These	 nutrients	 are	 removed	 from	 the	 soil	
with	every	harvest	and	must	be	replenished,	
which	makes	them	highly	strategic	resources	
in	the	same	way	as	crude	oil.

“The	 geopolitical	 risks	 associated	 with	
crude	 oil	 supply	 are	 well	 understood;	 in	
contrast,	the	risks	associated	with	the	supply	
of	fertiliser,	while	equally	important,	are	not	
often	acknowledged,”	Richardson	said.

Sydney-based	 Richardson	 told	 Australia’s 
Mining Monthly	 that	 prices	 for	 phosphate	
fertilisers,	 which	 flowed	 through	 into	 prices	

for	phosphate	rock,	could	be	volatile.
“Demand	for	fertiliser	is	strongly	influenced	

by	 seasonal	 factors	 such	 as	 rainfall,	 and	
growth	 in	demand	has	been	slow	and	stable	
–	 until	 recently,”	 she	 said.	 “Uncertainty	 of	
financial	 returns,	 combined	 with	 the	 highly	
capital-intensive	nature	of	phosphate	fertiliser	
production,	has	in	the	past	made	new	plants	
an	unattractive	investment.

“A	 greenfields	 plant	 producing	 MAP	 and	
DAP	would	cost	around	$1	billion.	It’s	hard	to	
invest	these	amounts	when	your	returns	and	
demand	 growth	 have	 been	 low,	 unless	 you	
can	afford	to	take	a	very	long-term	view.

“So	the	industry	is	characterised	by	periods	
of	 under-supply	 and	 high	 prices,	 which	
eventually	ease	when	new	capacity	comes	on	
stream.”

She	 said	 the	 big	 question	 for	 market	
watchers	 was	 whether	 2007	 marked	 the	
beginning	 of	 a	 supercycle	 for	 fertilisers,	
driven	by	rising	living	standards	in	developing	
nations	and	a	global	rush	into	biofuels.

“The	 long-term	 pattern	 changed	 in	 2007,”	
Richardson	 said.	 “There	 was	 a	 significant	
increase	in	demand	for	fertiliser	in	developed	
and	developing	countries	alike.	In	the	US,	the	
biofuels	 boom	 resulted	 in	 farmers	 planting	
the	 largest	 acreage	 to	 corn	 since	 1944,	 and	
this	has	led	to	higher	input	prices	for	fertilisers	
around	the	world.”

While	 price	 volatility	 is	 a	 hazard	 for	 rock	
phosphate	 miners,	 Minemakers	 managing	
director	 Andrew	 Drummond	 said	 the	
company’s	 proposal	 for	 the	 development	 of	
Wonarah	 had	 a	 wide	 buffer	 against	 adverse	
price	movements.

He	said	an	independent	scoping	study	last	
year	 found	 the	 cost	 to	 deliver	 Wonarah	
phosphate	rock	to	fertiliser	manufacturers	in	
Asia	 was	 projected	 to	 be	 less	 than	 $100	 per	
tonne,	 based	 on	 current	 knowledge	 of	 the	
resource.

“Wonarah	seems	to	be	highly	economic	at	
current	 market	 prices	 for	 phosphate	 rock	 of	
$230	per	tonne	and	even	at	prices	well	below	
current	levels.”

Drummond	 also	 points	 to	 a	 report	 by	
Mosaic,	 one	 of	 the	 world’s	 largest	 fertiliser	
producers,	 last	 year	 that	 concludes	 the	
phosphate	price	cycle	has	shifted	up	a	level.

“Mosaic	believes	the	medium-term	outlook	
for	 phosphate	 looks	 very	 positive	 and	 is	
potentially	 the	 strongest	 of	 the	 three	 major	
nutrients,”	Drummond	said.

Minemakers	 is	 proposing	 a	 mine	
development	 with	 capital	 investment	 in	 the	
range	of	$20-50	million.	The	mine	would	be	
similar	 to	a	Pilbara	 iron	ore	operation,	with	
an	opencut	mine	extracting	a	sub-horizontal	
ore	 bed	 after	 removing	 about	 30m	 of	
overburden.	 The	 ore	 would	 be	 beneficiated	
onsite	and	trucked	to	Tennant	Creek,	230km	
west	on	the	Barkly	Highway,	for	rail	freight	to	
Darwin.

At	its	proposed	initial	production	rate	of	2-
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3	 million	 tonnes,	 Wonarah	 would	 account	 for	 about	 2%	 of	 annual	
world	production	of	phosphate	rock.

The	deposit	was	discovered	in	the	1960s	and	extensively	drilled	by	
Rio	 Tinto	 between	 1999	 and	 2002.	 It	 includes	 a	 JORC-compliant	
resource	of	72Mt	at	23%	P2O5.	Some	outcropping	zones	in	addition	to	
that	resource	have	grades	of	more	than	35%	P2O5,	which	have	been	
targeted	for	early	additional	drill	out	and	assessment.

Drummond	said	Minemakers	planned	to	begin	its	own	drill	program	
and	metallurgical	studies	at	Wonarah	in	April	with	a	view	to	launching	
feasibility	studies	by	mid-year.

First	 production	 is	 planned	 for	 2010,	 subject	 to	 feasibility	 and	
environmental	studies	clearing	the	way.

“It’s	not	a	complex	development	and	we	have	the	advantage	of	being	
in	an	environmentally	benign	area,	but	it	takes	time	to	work	through	
all	the	development	issues.”

Australia’s	 existing	 phosphate	 rock	 miners	 –	 Phosphate	 Hill	 in	
Queensland	 and	 Christmas	 Island	 –	 are	 benefiting	 from	 the	 recent	
surge	 in	 prices,	 although	 they	 are	 unable	 to	 boost	 production	 to	
capitalise	further	on	the	favourable	market.

Phosphate	Resources	has	held	the	only	mining	lease	on	Christmas	
Island	since	1990.	It	reworks	stockpiles	in	previously	mined	areas	and	
ships	 750,000	 tonnes	 of	 phosphate	 rock	 every	 year	 to	 mainland	
Australia,	New	Zealand,	Malaysia,	Indonesia	and	Thailand.

The	company	has	only	five	years	of	reserves	left	at	current	production	
rates	and	is	battling	the	Federal	Government	to	get	access	to	additional	
acreage	that	would	more	than	double	the	life	of	its	mining	operations.

In	April	2007	then	environment	minister	Malcolm	Turnbull	rejected	
the	company’s	application	for	new	mining	leases.	Phosphate	Resources	
is	appealing	the	decision	in	the	Federal	Court,	which	is	due	to	hear	the	
case	in	February.

Brown	said	the	company	believed	that	the	minister,	in	rejecting	the	
application,	failed	to	take	into	account	social	and	economic	issues	of	
restricting	access	to	other	mining	areas.

“While	 the	 environmental	 authority	 only	 turned	 their	 minds	 to	
environmental	 issues	on	the	island,	there	are	people	 living	there,”	he	
said.	“There’s	a	local	economy	to	support	and	the	mine	is	the	primary	
economic	driver	on	the	island.”

Brown	said	if	the	company	won	its	appeal	it	did	not	plan	to	increase	
production,	but	would	focus	on	extending	the	mine	life	for	as	long	as	
possible.

Information	 on	 prices	 is	 tightly	 held	 in	 the	 industry,	 and	 Brown	
would	only	say	that	the	company	was	receiving	higher	prices	compared	
to	a	year	ago.

“We	have	not	seen	stellar	increases	in	prices	like	those	for	gold	and	
iron	 ore	 over	 the	 past	 four	 or	 five	 years,”	 he	 said.	 “Phosphate	 prices	
have	 started	 to	 move	 only	 in	 the	 past	 12	 to	 18	 months,	 but	 it	 has	
followed	a	long	period	in	which	prices	were	flat.	It	has	certainly	sparked	
considerable	interest	in	the	industry.”

Australia’s	most	advanced	phosphate	mining	operation,	Phosphate	
Hill	in	Queensland,	is	going	through	a	rare	purple	patch.

Phosphate	Hill	is	part	of	Southern	Cross	Fertilisers	(SCF),	Australia’s	
largest	 producer	 of	 ammonium	 phosphate	 fertiliser	 and	 the	 only	
domestic	manufacturer	of	DAP	and	MAP.	Sulphuric	acid	 is	 a	major	
feedstock	 in	 fertiliser	 production	 and	 is	 made	 at	 a	 company-owned	
plant	 in	 Mt	 Isa,	 using	 sulphur	 dioxide	 from	 Xstrata’s	 processing	
operations.	Natural	gas	from	southwestern	Queensland	is	another	key	
input.	

Incitec	 Pivot	 acquired	 SCF	 from	 BHP	 Billiton	 in	 August	 2006	 for	
$155	million.	It	proved	to	be	a	bargain	acquisition,	with	SCF	generating	
earnings	 before	 interest	 and	 tax	 of	 $200.9	 million	 in	 the	 year	 to	
September	2007,	up	232%	from	pro-rata	2006	result	of	$60.5	million.

This	result	represents	a	sharp	turnaround	in	fortunes	for	Phosphate	
Hill	under	a	series	of	previous	owners.

BHP	 Billiton	 acquired	 SCF	 through	 its	 takeover	 in	 June	 2005	 of	
WMC,	 which	 in	 turn	 inherited	 Phosphate	 Hill	 (then	 known	 as	
Duchess)	when	it	took	over	Broken	Hill	South.

Broken	Hill	South	mothballed	the	mine	in	1981	after	a	run	of	losses	
caused	by	low	prices,	difficulty	grinding	the	rock	and	even	restrictions	
placed	 on	 exports	 by	 the	 Whitlam	 Government.	 After	 18	 years	 in	
mothballs,	the	mine	was	reopened	by	WMC	in	1999	as	a	fully	integrated	
ammonium	phosphate	producer.	 (Incitec	Pivot	claimed	 in	2006	 that	
$800	million	had	been	invested	in	the	SCF	business).

But	 even	 WMC	 had	 difficulties	 with	 SCF	 before	 reliability	 of	
production	finally	improved	in	2003.	Under	its	new	owner,	production	
in	the	year	to	September	2007	was	a	record	978,000t	of	MAP-DAP.

This	was	slightly	in	excess	of	the	plant’s	capacity	of	975,000t,	which	
shows	Incitec	Pivot	is	already	at	the	limit	of	its	ability	to	meet	demand	
for	higher	volumes.

The	company	is	tight-lipped	about	the	possibility	of	an	expansion	of	
capacity,	 which	 would	 involve	 an	 investment	 in	 the	 hundreds	 of	
millions	of	dollars.

However,	 it	 has	 a	 large	 and	 low-cost	 phosphate	 mine	 that	 could	
support	 significantly	 higher	 production	 rates.	 Phosphate	 Hill	 is	 a	
simple	bench	mining	operation	 that	 requires	no	drilling	or	blasting,	
with	generally	less	than	10m	of	overburden.

Current	 reserves	 support	 a	mine	 life	of	25-30	years,	 even	without	
any	significant	exploration	at	the	mine	in	many	years.

As	 a	 fully	 integrated	 phosphate	 miner,	 fertiliser	 producer	 and	
wholesaler,	Incitec	Pivot	is	in	a	unique	position	to	capitalise	on	rising	
phosphate	prices.	It	will	be	closely	watching	for	confirmation	that	the	
latest	price	movements	are	indeed	a	step-change	in	the	market.

Even	stand-alone	phosphate	mining	operations	such	as	Minemakers’	
proposed	 Wonarah	 project	 could	 make	 good	 money	 in	 the	 current	
market.	 If	 higher	 prices	 are	 sustained,	 a	 rush	 to	 uncover	 phosphate	
resources	seems	certain	to	become	one	more	dimension	to	Australia’s	
resources	boom.
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