URANIUM

Vimy Resources is keen to meet
new friends
Vimy Resources (ASX: VMY) Managing Director Mike Young explains how
the company received timely environmental approvals for its Mulga Rock
project in Western Australia from the state’s Minister for Environment in
the lead-up to the pending state election.

A

ustralian Resources and
Investment: What approvals
did the project receive, and how
important are they to its development?
Mike Young: The main approvals
we require from the state government
include tenure, environmental clearing
permits, and mining and works
approvals. The tenure and the mining
leases had already been granted, but the
big approval came through just before
Christmas 2016, when the Minister for
Environment signed off on the Public
Environmental Review (PER).
AR&I: That was an important
approval to the project, with the
Western Australian state election just
around the corner.
MY: That’s right. The Western
Australian Labor leader, Mark McGowan,
has stated that should a uranium project
have approvals in place to commence
construction, then a Labor government
won’t stop that project going ahead.
We will have those approvals by
early March. Some people feel that
the approvals may have been rushed
through to ensure that they were in place
in time, but I can assure you we had to
go through a rigorous 2.5-year process.
AR&I: There seems to be some
upward movement in the uranium
price of late, which could also
contribute to the development of the
Mulga Rock project.
MY: The uranium price has been
defying doubters recently, with the
spot price moving above the US$26 per
pound price.
There is a disconnect between the
actual received price and what people
see highlighted in the media, and, in
fact, there is a premium to this spot
price for contracts.

Most of the uranium sold around the
world is done by individual contracts
between uranium suppliers and utilities,
which is a unique market as there is no
clearing house involved.
Our job is to go out and attract those
long-term contracts at the premium
price end.
AR&I: How does the global uranium
market work?
MY: The utilities run what is called
portfolio management, with respect
to their procurement. What they do is
spread geographic and political risk.
Forty per cent of the world’s
uranium comes out of Kazakhstan,
but buying from just one source would
represent a significant market risk
should you be taking all of your ore
supply from that one country.

The utilities look at their portfolio
management and offer premium
pricing to dependable suppliers,
and since we are in Australia, which
falls under first-world jurisdiction,
we become a potential player in the
world market.
AR&I: Are there any obvious reasons
for the uranium spot price to be
enjoying a buoyant run?
MY: Contract prices are often
negotiated with one eye on the spot
price – so if there is cheaper spot price
uranium available, you can’t expect
to get as high a contract price – but
the spot price is recovering for several
reasons, one of which is the growth in
demand for uranium.
Globally, there are currently 60
reactors under construction, and global
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uranium consumption is forecast to rise
by around five per cent this year with
ongoing growth at about four per cent.
We are also seeing a reaction from
suppliers – Cameco is having a six-week
shutdown of two of its large uranium
mines in Saskatchewan, while in
Kazakhstan there has been a 10 per
cent curtailment of its uranium output.
On top of that, there are signs
from Japan that the reactor re-start
is accelerating.
AR&I: With that in mind, how is the
current definitive feasibility study (DFS)
at Mulga Rock shaping up?
MY: We’re anticipating publication
of the DFS results by April. We
don’t expect to see any significant
departures from the results of the
pre-feasibility study (PFS) we
completed in November 2015.
AR&I: As part of the DFS, you have
completed some mining test pits and
run a metallurgical test plant.
MY: The PFS provided some important
questions, and the test pits we did
answered those mining questions.
We were concerned that there were
some hard bands in the overburden that
needed to be drilled and blasted – so

one of the things we did with the test
pits was to assess the ‘digability’ of the
overburden, and we were pleasantly
surprised to find that it is all free dig.
The second thing we did was to
collect 100 tonnes of ore, 50 tonnes
of which was sent to Perth, which
then went through very successful
metallurgical test work.
The two outcomes significantly derisked the project – metallurgy had
been a historic question mark over
the project, simply because the right
processes were not originally considered.
We have now answered all of those
questions and emerged with a very
simple, efficient process.
AR&I: So, no surprises coming out of
the DFS at this stage?
MY: One pleasant surprise came
from the bulk sampling we did –
demonstrating that we had 53 per cent
more metal in the test pits than what we
were expecting from the resource model.
We’re currently following that up.
AR&I: As you await the release of the
DFS, what are you doing in the meantime?
MY: We are currently working with a
bank to complete the DFS, but another
thing I’m hoping to achieve with the

bank is for it to provide us with what I
call our bankable incentive price (BIP).
In other words – what uranium floor
price do I need to get from utilities for
the bank to say that it will back us
financially? That’s the BIP.
Once we have that BIP, we will continue
our ongoing discussions with utilities,
and we will be sending samples of our
yellowcake to the converters – which are
the first stage in the uranium fuel cycle.
We are currently opening accounts
with the three converter sites around
the world in the United States, Canada
and France.
AR&I: You say that you want to go
out and ‘meet the market’; what do you
mean by that?
MY: Should we discover that, even
with the improved uranium price, we
don’t meet our BIP, instead of waiting for
the price to improve we intend to move
to a high-grade strategy to start the mine
in the higher-grade parts to reduce our
costs. So, if the market isn’t quite there
when we finish the full DFS, we’re going
to do what it takes to meet the market.
We’re not going to sit still. We want
to get out there and get the Mulga Rock
uranium project up and running.
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