Resources boom to rescue rust belt

It’s comeback time for SA’s outback, Andrew Trounson finds

MORE than 160 years ago, major
copper discoveries  proved the
saviour of South Australia, and
now history looks set lo repeal
itself.

The state is gearing up for a
massive resources boom, with
more than $20 billion in resource-
related infrastructure to be built
in the next 10 years.

At the apex of it will be an
outback holc big cnough to swal-
low Adelaide’s city centre — BHP
Billiton®s proposed $7-billion-plus
expansion of its giant Olympic
Dam copper and uranium mine at
Roxby.

A massive drilling campaign by

BIIP has yet to find the bottom of

what is now believed to be the
world’s second biggest base met-
als deposit ever.

The planned expansion will
cause a population explosion at
Roxby, swelling the town from
4100 people today to about 10,000
by 2015.

Perhaps symbolic of South
Australia’s rising confidence, the

state is believed to he close to
sanctioning the removal of the
longstanding 15 per cent share-
holder cap on its largest resources
company, oil and gas giant Santos.
The move would make Santos an
immediate takeover largel, but
who needs to worry about retain-
ing corporate offices in Adelaide
when there are billions of dollars
worth of projects going on in the
state’s oulback?

For yecars South Australia’s
potential had been overlooked as
explorers shied away [rom Lhe
state’s deeply buried and hard to
find resources in favour of easier,
near-surface targets in Western
Australia.

Now, as a result of technologi-
cal advances, the China-led com-
modity price boom and state
government incentives, the state
Australia is set to benefit from
major discoverics for decades to
come. “‘Exploration has skyrock-
eted,” Premier Mike Rann told
parliament last week.

““We are seeing a mining ex-

ploration boom and the prospect
of many morc mines.”

It couldn’t be more timely.
SA’s manufacluring seclor is
under sicge from a soaring dollar,
its farmers are beset by drought
and ils renowned winegrowers
are facing a structural grape glut.

“The state was verging on
bankruptcy before the copper
discoveries of Lhe 1840s and
mining is going to save it again,”
University of SA economics pro-
fessor Richard Blandy says.

In the early 1840s, the newly
created colony of South Australia
looked like collapsing in the face
ol an economic depression. Of the
colony’s 15485 settlers, some
2000 were deslilule, and of the
1900 houses, 642 were vacant.
People were leaving and Britain
had stopped subsidising migration
to the province.

But in 1845, shepherds in the
Lotty Ranges north of Adelaide
discovered the spectacularly rich
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Burra copper deposit which, along
with other discoveries, would make
South Australia the biggest copper
producer in the British Empire.

But by the end of World War 1 the
copper mines were exhausted, leaving
wheat farming as the mainstay of the
state. Then, in the post-WWII hoom,
and under the prolection of Australia’s
taritfs  walls, South Australia
transformed itsell into an industrial
heartland.

But since the 1970s, and the gradual
dismantling of the import tariffs, South
Australia has lagged the broader
economy, becoming the poor cousin
sandwiched between the populous
easlern slales and resource-blessed
Western Australia.

In the past 10 years or so, South
Australia®s cconomy has been growing
at about 2.75 per cent a year compared
with national growth of around
325 per cent. Now, thanks to the
mining boom laking off in Lhe state,
Blandy is expecting state economic
growlh during the next 15 years or
more to stay above 4 per cent.

For the next four years, annual
growth is sct to exceed 5 per cent.

Mining currently accounts for just
2 per cent of the economy, but Blandy
expects this to grow to 10 per cent in
the next 10 years. Thal is behind
Western  Australia, where mining
accounts for more than 20 per cent of
the economy, but it is a huge accelera-
tion for a state whose focus has been
manufacturing.

After years in the doldrums, ex-
ploralion spending in the stale is
soaring as miners tlock to seek mini-
versions of Olympic Dam or Oxiana’s
new $775 million copper and gold
mining project at Prominent Hill.

Since the carly 1990s, cxploration
spending in South Australia has
mostly flatlined at about $20 to
$40 million a year, or less than 4 per
cenl of spending nalionally. Part of the
problem has been that much of South
Australia®s prospeclive mineralogy is
covered over by a thick 50m-400m
layer of sedimentary rock, making
exploration high-risk and costly.

In the past three years, however,
there has been a surge in exploration
spending and the state now commands
almost 15 per cenl of national spend-
ing. In the 12 months to March,
exploration  spending more  than
doubled, rising to $233 million from
$110 million the previous year. In the
latest quarterly numbers from the
Auslralian Bureau of Stalistics, South
Australia has overtaken Queensland
in exploration spending to be second

behind Western Australia.

“It is happening all over again,”
veteran  South  Australian  geologist
and miner John Roberts says.

He was one of the founders of the
company that back in the 1970s
reopened the old Burra mine to extract
the deeper lodes of copper. Roberts
would later head up the Australian
gold opcrations of Californian giant
Homestake hetween 1977 and 1993.

Roberts altributes much of South
Australia’s recent success to the state
Government®s Plan for Acceleraling
Exploration (PACE).

Introduced in 2004, the plan has
involved the Government in providing
funding incentives to explorers as well
as commissioning a huge increase in
exploration mapping data that it has
made available to prospeclive ex-
plorers. Under PACE, the state will
spend almost $31 million over seven
years.

*“That has really pushed South
Australia in exploration spending such
that we are now coming second to
WA,”* Roberts says.

PACE owed a lot to mining magnate
Roberl Champion de Crespigny, who
helped develop the program as the
then-head of the state’s Economic
Development Board. Now based in
London, de Crespigny built his
Adclaide-based Normandy Mining
into the country®s biggest gold miner
ahead of il being taken over by US
giant Newmont.

Another key [actor has been the
state’s willingness to promote uran-
ium mining in the face of mining bans
in key rivals Western Australia,
Queensland, and until recently the
Northern Territory.

Early next year the Canadian-
owned Ioneymoon uranium mine
will start production, joining Olympic
Dam and Heathgale Resources® Bev-
crley uranium mine. The ground is
now thick with uranium explorers.

The state attracts 56 per cent of
Australia’s total uranium exploration
spending.

BHP’s Olympic Dam expansion is
expecled Lo get the go-ahead in 2009
and will be the biggest mining project
in the world. The open pit will be more
lhan 3.5km in diameler and lkm deep.
Copper production is expected to more
than double to 500,000 tonnes a year
with a mine life of around 100 years.
Uranium production is forecast to
treble to 15,000 tonnes.

Given the mine life, BHP could
eventually double copper production
to 1 million tonnes a year.

In addition to the likes of Olympic
Dam and Prominent I1ill, South Aus-

tralia now boasts numerous other
major projects.

Steel giant OneSteel has almost
completed a $385 million expansion of
ils iron ore mining operalions in the
Middleback ranges 100km southeast
ol its Whyalla steelworks.

In what is symbolic of the changes
happening in South Australia, One-
Steel’s project is aimed at frecing up
high-grade iron ore for direct sale and
shipment to China, rather than boost-
ing the feed to its Whyalla steelworks.
OneSteel expects to export 30 million
tonnes of iron ore over the next 10
years, mostly to China.

In the Lucla Basin along the coast in
the state’s west, mineral sands miner
[luka is sitting on the world’s richest
zircon deposits  equivalent to about
five years of total world consumption
of the mineral, which is used in glazing
ceramics.

Other projects under way include
Terramin®s $63 million Angas lead
and zinc project and Australian Zir-
con’s $60 million Mindaric mincral
sands mine. In the Adelaide Hills,
Hillgrove Resources is close Lo approv-
ing the development of its Kanmantoo
copper-gold project.

South Australia is also set to be the
centre of Australia’s emerging geo-
thermal industry, courtesy of hot rocks
deep below the Cooper Basin. The
likes of Geodynamics, Petratherm and
Industry Funds Management are all
looking to prove up projects in the
state, and in the next five years more
than $500 million is expected to be
spent by the industry on exploration
and demonslralion work.

Blandy suspects the average South
Australian has yet to appreciate the
size and impact of the coming boom.
The state, he says, will have to prepare
for a substantial populalion inflow thal
will swell regional towns and lead to a
massive increase in air lravel as {ly-in/
fly-out workers criss-cross the skies
between Adelaide and other centres en
route to isolated mine sites.

In particular, the three major towns
on the upper Spencer Gulf — Porl
Augusta, Port Piric and Whyalla — are
all set to be big beneficiaries of the
boom. The region is well placed to be
the engineering and services hub for
the isolaled mine developmenls, and
BHP?s planned desalination plant on
the Gulf is expected lo creale 400
construction jobs.

Whyalla, in particular, is already
feeling the tailwinds of the boom. The
town is in the grip of the sort of
construction bonanza it hasn’t seen
since the 1960s, with the number of
new house approvals in 2006-07



exceeding 100 for the first time in
more than 40 years.

In the past five years or so, the price
of a decent three-bedroom brick house
in Whyalla has soared from aboul
$100,000 to a minimum of
$250,000-$300,000.

“I"ve never seen Lhe place like this
before,” Whyalla council chief execu-
tive Phil Cameron says.

More than $38 million has been
ploughed into construction at Whyalla
in 2006-07, up from $20.5 million the
previous year.

After decades of population decline
in the wake of the shipyard closures ol
the 1970s, people are again moving
into the town.

Lasl year®s census recorded a de-
cline since 2001 of just 90 people to
21,417. Back in 1996 the population was

23,620. ““Wc believe that if the census
was held today there would be a strong
likelihood of a population trend show-
ing regrowth,” Cameron says.

The big circuit breaker for the town
has been OneSteel’s iron ore expan-
sion. OneSteel is currently barging out
the iron ore lo Cape-size vessels
because of the lack of a deepwater port
in the Gulf. That is likely to change
eventually, as proposals are being
aired for a new deepwater port in the
region in lhe next 10-15 years.

The town is also where the giant
Caterpillar  dumptrucks are being
assembled for Oxiana®s Prominent
Hill project.

The coming mining boom is being
mirrored in the state’s universitics,
with the University of Adelaide boast-
ing the country’s biggest student

Golden gulf: Whyalla is in the grip of a construction bonanza

faculty of geology students. First-year
enrolments have jumped to 250 this
year from 190 the previous year, and
the university has starfed a mine
engineering course, the 30 places in
which were swamped by applicants.

The university's professor of mining
geology, lan Plimer, is himsell one of
the early boom arrivals, after last year
being lempted away from a tenured
position at Melbourne University. He
says he has heen struck by the
generally strong community support
for mining in the state, compared with
NSW and Victoria, where lhe large
city populations have little direct
experience of mining.

“Because ol ils isolation and Lhe
smaller population, people here work
well together and are co-operative.
That is why they arc so supportive.”



