MINERAL SANDS

SIZZLING SILICA
BY ANTHONY FENSOM

Rising demand and limited supply has given Australia’s emerging silica miners plenty
of incentive to launch new projects. And with Asia’s solar panel and other industries
demanding more of the product, the outlook for the little-known industry is looking
increasingly bright.

W

hile mostly used in construction, silica sand is also used in
high-tech applications, including solar panels and mobile
phone screens. Prices vary, ranging from US$50 per tonne,
to up to US$12,000 for the highest-quality product.
It is the latter market that Brisbane-based Diatreme Resources is
targeting as it develops its Galalar silica project in North Queensland,
together with its partner, traditional owners Hopevale Congress
Aboriginal Corporation.
The project is located north of Cairns, near Cape Flattery – the
world’s largest operating silica sand mine that ships around two
million tonnes per year to Asian markets.
Diatreme’s scoping study, announced in September 2019,
predicted that its Galalar project could be highly profitable, with an
estimated pre-tax nominal net present value (NPV) of $231 million, an
internal rate of return of 150 per cent and estimated capital payback
within eight months.
Importantly for the local community, a new mine could generate
30 to 40 jobs in the construction phase and around 60 in production,
with a projected mine life of 15 years.
In December, Diatreme lodged a mining lease application for
the project, encompassing an area of 523 hectares, including all of
its identified mineral resource. Testwork conducted in China has
shown that the project could produce a high-purity, ultra-low-iron
silica product suitable for specialist uses, including ultra-thin
electronics, and computer and mobile phone screens, which would
attract premium prices.
Already, the company has signed non-binding offtake agreements
with private Chinese groups for the supply of up to 500,000 tonnes
per annum of photovoltaic-grade silica sand.
Investor interest has been demonstrated with a successful
$3.6-million placement in November 2019, which included a new
cornerstone investor, Ilwella Pty Ltd, representing the private
interests of noted resources investor Brian Flannery.
Diatreme’s CEO, Neil McIntyre, says that the investor attention and
local support would be crucial in advancing the project’s development.
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‘Galalar has quickly picked up speed, and with upcoming
milestones, including an environmental impact statement, it is set
for further advances in 2020. We aim to achieve rapid development to
capitalise on the strength of Asian demand, working in partnership
with the traditional owners,’ McIntyre says.
Importantly, the project has the potential to help reduce
greenhouse gas emissions in China, since the silica sand product is
expected to supply China’s fast-growing solar panel industry.
‘Decarbonisation is a global phenomenon, and it’s important that
the mining industry plays its part. We’re determined to ensure that
Galalar is “carbon neutral” from mining through to the final product,’
McIntyre says.
Should all go to plan, the company aims to secure the necessary
approvals and finance this year, with production targeted for the
second quarter of 2021.
Other Australian miners are also riding silica’s wave with projects
in Queensland and Western Australia.
In January, Metallica Minerals announced that a sampling
program at its silica sands project near Cape Flattery had confirmed
the presence of high-purity silica. The Brisbane-based company
said that the majority of eight auger holes had returned samples
exceeding 99 per cent silica oxide ‘comparable with known deposits
in the region’.
Metallica’s interim CEO, Scott Waddell, says that the company is
encouraged by the results, with the project having the added benefit
of being located adjacent to the Cape Flattery port.
Meanwhile in Western Australia, Perth-based VRX Silica is
advancing a number of new silica projects towards production.
In August 2019, the company announced a bankable feasibility study
for its Arrowsmith North silica sand project, located 270 kilometres
north of Perth, reporting an ungeared NPV of $242 million based on a
25-year mine life, with a payback period of 2.4 years.
A month later, VRX Silica reported an ungeared NPV of
$147 million in a bankable feasibility study for its nearby Arrowsmith
Central project, based on a 25-year mine life.
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Exploration drilling
at Diatreme’s Galalar silica
project, North Queensland

VRX Silica notes that
increasing construction
and manufacturing output
worldwide will drive growth
in silica sand–consuming
industries, including glass,
foundry and building
And in October 2019, the company announced a bankable
feasibility study for its Muchea silica sand project, located
50 kilometres north of Perth, with an ungeared NPV of $338 million
based on a 25-year mine life.
S U P P LY S H O R TAG E
VRX Silica notes that increasing construction and manufacturing
output worldwide will drive growth in silica sand–consuming
industries, including glass, foundry and building. Significant
growth is also expected in the hydraulic fracturing market as

horizontal drilling for shale oil and gas resources expands, largely
in North America.
‘The Asia-Pacific region is expected to remain the largest
regional consumer of industrial sand through 2025, supported by the
dominant Chinese market. The country’s container glass industry
will drive further silica sand sales, supported by rising production of
glass bottles,’ the company comments.
VRX Silica expects global consumption of industrial silica sand
to climb by 3.2 per cent per year through to 2022, with growth in the
Asia-Pacific region of 5–6 per cent per year. Growth in glass demand
is also expected to continue rising at around five per cent per annum.
Meanwhile, Asia’s fast-growing solar panel market is seen
expanding to US$48.2 billion (A$71 billion) by 2025, up from just
US$3.3 billion in 2016, according to Bizwit Research & Consulting.
With the growing push for renewable technologies, such as solar
panels, Asia’s market could reach 50 billion panels within the next
decade, up from its current 3.5 billion.
China’s addition of silica sand to its list of ‘strategic minerals’
reflects a growing supply shortage, with reports that a ‘sand mafia’
has emerged in some developing countries due to its scarcity.
Prices have risen as a result, with the cost of the raw materials to
make glass climbing by around 5–10 per cent per year.
‘With developed nations increasingly seeking sustainable
supply chains, Australia is in an excellent position to become the
preferred supplier globally due to its environmental credentials,’
McIntyre adds.
For an industry that has long attracted little attention, the
global spotlight is now shining on Australia’s next wave of silica
sand miners.

– 59 –

