
 

  

 

COMPANY  Rum Jungle Resources  |  RUM | $0.055/share | MCap $21m Date: 20 July 2015 

RECOMMENDATION    Spec, Buy |   Very High Risk | $ 0.15/share target (from $0.14/target) 

EVENT   - Potential cash generator from ultra high grade quartz 

KEY POINTS 

 Initial testing of RUM’s 100% “Dingo Hole” quartz indicates first Australian Ultra High Grade quartz.       

 RUM has committed to spend $0.5m scoping out deposit scale & grade possible post mineral processing.  We 

add $5m (5%) to valuation, and there is potential for significant cash flow from sale to existing EU, Asian or US 

player.  

 RUM continues the final stages of attracting a cornerstone investor for small scale potassium magnesium 

potash manufacture, whilst also evaluating industry investment in its potash and phosphate projects. 

FY’18F METRICS  PER  22.3x | EV/EBITDA  6.5x | Yield  0%.  Cash level June 2015 = $4.5m. 

LINK TO FINANCIAL SUMMARY  See below 

DETAILS 

Event:   

RUM has provided more detail post successful initial testing of high grade “Dingo Hole” quartz deposit (within 

existing mineral exploration lease – mainly held for phosphate). 

In previous quarterlies RUM has mentioned this high grade quartz opportunity, but not provided details. 

RUM’s deposit is claimed to be the first Australian quartz to pass Ultra High Grade impurity tests without mineral 

processing – see below and attached. 

 

Impact: 

Most of the high purity quartz is mined from a few US and EU mines and processed by vertically integrated 

companies, so RUM will be hoping to attract a JV partner. Potential for RUM to construct a small scale, very low 

capital start up that quarries small volumes of material, crushes, screens and transports in containers to Darwin 

utilising existing intermodal freight services on Central Australian railway.  Dependent on ultimate impurity levels 

and required processing routes this material could be sold as an intermediate product to downstream processors. 

 We estimate 2+mtpa high purity grade and <0.5mtpa ultra high purity grade (Ref: Quartz Corp) with price 

ranges US$300/t to US$5000/t (Ref: RUM)….~US$2bn to US$3bn revenue industry 

 Demand is strong for semi-conductor and crucible use in telecommunications, optics, and renewable 

energy. 

 

From initial RUM sampling and site trip we went on a few years ago, we estimate the deposit size to be 5mt (1km
2
 

at 5m thick with near surface), which could be surface mined at (say) 50kt/a and earn $45m pa (at an average price 

of $900/t, 30% at $2000/t and 70% at $400/t)  

 



 

 

There is now a genuine opportunity for RUM to develop a cash generating quartz product with low capital 

expenditure and/or a deposit that can be sold to benefit Potash and Phosphate developments. 

 

We place a nominal value of $5m (10x evaluation investment, 10% of annual project revenue) and take 50% 

through to 12 month price target, lifting DCF value 2c/share to 30c/share and PT 1c/share to 15c/share.  There is 

scope to fact track larger value if the deposit is world class and sold/JV’s to existing supplier of quartz.  

 

Next Steps: 

RUM is likely to commit ~$0.5m  to take the following two steps that should quantify the scope of the quartz 

deposit: 

 Mineral separation testing of the existing samples to see how much of the Aluminium can be removed,  

(<$100k of cost); and, 

 Drilling out the shallow quartz deposit (1 to 2km
2
 , ~$200k), follow-up testing pre and post mineral 

processing (~$100k), and $100k contingency 

 

RUM can fund this scoping sampling and testing from  $4.5m cash on hand.   

 

View: 

We recommend RUM as a Speculative Buy for three reasons: 

1 - There is a realistic path to 50% cornerstone investment in potash resource and RUM led development of:  

A- 100kt/a KMS project for just $93m; and; 

B – Domestic demand for at least 100kt/a KMS and low cost distribution from South Australian rail hub. 

 

2 - RUM also has globally scale potash and phosphate resources which, with investment from an existing industry 

player, could lead to an Asian and Australian fertiliser hub exporting sulphate of potash (SOP),phosphoric acid or 

ammonium phosphate fertilisers. 

 

3 - RUM is also trading at a 65% discount to global EV/resource. 

 

RUM is building up alternative funding arrangements, should the cornerstone investor take longer than planned. 

This high grade quartz development is VERY EARLY STAGE, but could provide additional funding by attracting 

investment or being divested 100%. It is good to see that RUM has taken a measured approach to commercialising 

this non-core area, and is now getting some encouraging results with reasonable priced next steps to attract a JV 

investor. 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

Background: 

Large high grade quartz producer 

http://www.thequartzcorp.com/en/ 

Tests done on RUM Dingo Hole samples 

The key test hurdle to have low impurity levels (aluminium, titanium and lithium) after mineral processing, and 

RUM’s deposit is claimed to be the first Australian quartz to have passed this test. 

 4 complex GDMS tested samples: 

o all samples passed Lithium and Titanium high grade hurdles without any cleaning; 

o two samples passed Aluminium hurdle (one high grade, one low grade) without cleaning 

 30 simple ICP-SMS tests samples:  

o most samples passed Lithium and Titanium hurdles; 

o 9 passed Aluminium hurdle. 

*Gas Discharge Mass Spectrometry (GDMS) 

*Inductively coupled plasma mass spectrometry (ICP-SMS) 

 

Should you have any queries, please do not hesitate to contact me on +61-3-8633-9864. 

  

  

  

Paul Jensz 

 
Director 
Industrials Analyst 
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Recommendation Criteria 
 
Investment View 
PAC Partners Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield. 
 

Buy Hold Sell 

> 20% 20% - 5% < 5% 

  
A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view. 
 
Risk Rating 

PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: Management 
Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis. 

Disclosure of Economic Interests 

The views expressed in this research report accurately reflect the personal views of   about the subject issuer and its securities. No part of the analyst's 
compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report. 

The following person(s) does hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which may influence 
this report: 

-the author of this report 
-a member of the immediate family of the author of this report 

Disclaimer 

PAC Partners Pty Ltd. (“PAC Partners” or “PAC”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an Australian Financial 
Services Licence (AFSL No. 335 374). PAC Partners is a business partner of Phillip Capital Limited (“PhillipCapital”) (AFSL 246 827). 

The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party recipients should not rely, 
directly or  indirectly, on this report. Users of this research report should not act on any content or recommendation without first seeking professional advice. Whilst 
the report has been prepared with all reasonable care from sources which we believe are reliable, no responsibility or liability is accepted by PAC Partners, for any 
errors or omissions or misstatements however caused.  

Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without notice. This 
report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment.  

We are not aware that any user intends to rely on the Content provided or of the manner in which a user intends to use it. In preparing our Content it is not possible 
to take into consideration the investment objectives, financial situation or particular needs of any individual user. 

Access of this report does not create a client relationship between PAC Partners and the user. Users seeking to invest must obtain individual financial advice to 
determine whether recommendations are appropriate to their investment objectives,  personal financial situation or particular needs, before acting on any  
recommendations.  

This publication contains general securities advice. In preparing the advice, PAC has not taken into account the investment objectives, financial situation and 
particular needs of any particular person.  Before making an investment decision on the basis of this advice, you need to consider, with or without the assistance of a 
securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives and financial situation. PAC and its 

associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication. PAC believes that the advice and 
information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be 
excluded). No responsibility for any errors or omissions or any negligence is accepted by PAC or any of its directors, employees or agents.   

Any content is not for public circulation or reproduction,  whether in whole or in part and is not to be disclosed to any person other  than the intended user, without 
the prior written consent of PAC Partners  

Disclosure of Corporate Involvement 
Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made. In particular, regard should be made for any 
disclosure by PAC Partners, where it has provided corporate finance services to the company, which is the subject of the Research Report. 

PAC Partners is paid a fee by RUM for providing research to wholesale investors.  

Within the previous 36 months PAC Partners has raised equity for the Company described in this report.   

PAC Partners and/or their associates do not own securities of the Company described in this report.  

PAC Partners does and seeks to do business with companies covered in the research. PAC has received commissions from dealing in securities. As a result, 
investors should be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report. 

 
For more information about PAC Partners please visit www.pacpartners.com.au 

If you would like to be removed from this distribution list please click here: UNSUBSCRIBE.   

If you would like to update your details please click here: MODIFY.  
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