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Legacy Iron Ore: Undervalued “play”,
not lost on Indian and Chinese iron ore
& steel groups

By Andrew McCrea

Legacy Iron Ore has the potential to develop into a significant iron ore player in light of
the growing resource at Mt Bevan and developments at the corporate level.

With low strip ratios, coarse grind size, low silica and an average concentrate grade of
69.8% Fe, Legacy’s Mt Bevan is beckoning a joint venture partner — with attractive
project development parameters.

Importantly, the project is located close to road, rail and an existing deep water port,
mitigating the need for excessive investment in infrastructure, notably port facilities.
There is potential for early cash flows from DSO hematite.

All this is not lost on Indian and Chinese iron ore and steel groups. NMDC, India’s
largest iron ore group and looking to lock in iron ore supplies, has inked an MOU with
Legacy to acquire 50% equity in the Company. This would enable Legacy to unlock
and monetise the value inherent at Mt Bevan and gain large cash infusion.

Tellingly, the current JORC Inferred Resource at Mt Bevan is 617 million tonnes of iron
at 32.1% (Fe). This is from drilling over only 4km of the 11km strike of the main iron ore
target.

This Resource could be increased to 1.5 billion tonnes by the end of calendar year
2011 from next phase drilling over the remaining strike of this is target. This does not
include the Exploration Target of 250 — 350 million tonnes for Mt Alexander, and the
totally unexplored Eastern BIF which extends for some 20km within the project area.

On an EV/Resource basis, Legacy is undervalued relative to its peers at A$0.025 per
tonne compared to a peer average value of A$0.75 per tonne. Throw in the potentially
transformative NMDC transaction and likely upgrade in resource by the end of 2011
and the undervaluation has short term and longer term catalysts for re-rating of
Legacy’s share price.

Taking a line through neighbouring Jupiter Mines valuation of A$828 million (stripping
out its non iron ore asset) for its Mt Ida and Mt Mason valuations, the mispricing in
valuation of Legacy at A$32.6 million becomes more acute.

The undervaluation is good news for Legacy investors — however at some stage
market forces will bring this valuation up in line with intrinsic future valuation of
Legacy’s project and potential.

Clearly, as the Legacy story starts to percolate the current valuation is unlikely to last.

For the full report, and valuation, please contact our office by emailing:
action@proctiveinvestors.com.au
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