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VERDANT MINERALS SUBMISSION TO THE TERRITORY ECONOMIC 
RECONSTRUCTION COMMISSION 

 
EXECUTIVE SUMMARY 

Verdant Minerals Ltd (Verdant) is a fertiliser project developer with a prospective $A1.4Bn phosphoric 
acid production project based in Central Australia, known as the Ammaroo Phosphate Project 
(Ammaroo).  Ammaroo is a cornerstone project for fertiliser industry development in the Northern 
Territory (Territory), and compliments development of manufacturing projects such as Ammonia 
(from gas or renewables).  If the fertiliser industry could reach its potential in the Northern Territory 
many billions of dollars would be invested, thousands of high paying long-term jobs would be created. 
This would make a significant contribution toward achieving the economic growth objectives set for 
Territory Economic Reconstruction Commission (TERC).  
 
Verdant is backed by London and Australian natural resource focused private equity funds. The 
management, advisors and Board of Verdant have multiple decades of experience in the resources 
and fertiliser sectors developing and operating projects in multiple jurisdictions.  
 
Leveraging the Territory’s minerals, natural resources and geographical advantages to establish 
manufacturing, will result in more capital investment, more highly skilled, high paying jobs and will 
assist in the post COVID rebound of the Territory economy.  Government policy settings that improve 
the risk return profile of greenfield projects will also increase the likelihood of projects reaching Final 
Investment Decision (FID) and moving to the construction and operational phase of mineral 
development and processing.  
 
Developers seeking to raise construction capital need to be able to demonstrate an attractive and 
appropriate risk adjusted return to their owners and financiers, considering every facet of the project 
that can impact the project’s cashflows over its life.  
 
There are 5 key focus areas included in this submission that Verdant believes can improve the 
prospects of the Territory’s mineral projects successfully reaching FID, these are: 
 

1. Amendments to NT Minerals Royalties Act 

2. Amendments to regulation of Rail Access Pricing on the Adelaide to Darwin rail line  

3. Developing a domestic Gas Reservation policy for the Northern Territory 

4. Leveraging the Australian Government to use tax reform and international trade relationships 
to support value adding in the Territory 

5. Streamlining Government regulators and agencies, without risking best practice social and 
environmental outcomes 

As the Commission notes, economic recovery will be on the agenda of every nation state and therefore 
there will be significant competition for investment capital.  Industrial investors will have development 
options across the globe.  Accordingly, a step change will be required for the Territory to compete and 
win private sector investment capital post COVID 19.  We encourage the Territory to be both strategic 
and bold in making the Territory competitive and the best place to start and grow a business. 
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INTRODUCTION 

The establishment of TERC and delivery of TERC’s First Report is an important step for the Territory 
economy to rebound from the impacts of COVID.  Private sector investment in the development of 
industrial projects, should it occur, will create long term sustainable jobs, economic and population 
growth. It is the role of the private sector and Government to collectively grasp the opportunity that 
will continue to improve the living standards of all Territorians. 
 
If the Territory can become the best place to start and grow a business, highly mobile global capital 
will invest in the Territory.  Future industries such as green hydrogen and green ammonia are exciting 
prospects. Developing industries now, using existing technologies, such as gas based ammonia 
production, fertiliser manufacturing and generally value adding to the Territory’s mineral and 
agricultural resources, will put the Territory on the path to capturing these long-term future industries.  
 
VERDANT MINERALS AMMAROO PHOSPHATE PROJECT 

Verdant Minerals is the owner of the Ammaroo Phosphate 
Project (Ammaroo).  Ammaroo is Australia’s largest JORC 
compliant phosphate resource and one of the largest 
undeveloped phosphate deposits in the world. Verdant was 
acquired by Private Equity (CD Capital 66%, Washington H. 
Soul Pattinson 34%) in 2019 and is focused on developing 
Ammaroo for downstream production of fertilisers. 
 
Ammaroo is a Territory Government major project, it is located 
c.180km south east of Tennant Creek on the western side of 
the Georgina Basin, 90km east of the Darwin to Adelaide 
Railway line and 1,100km from Darwin. There are a some of 
the most disadvantaged Aboriginal communities within a 
c.100km radius of the Project.  
 
A definitive feasibility study has been commenced on a project 
to produce phosphoric acid from Ammaroo phosphate, an 
intermediate fertilser commodity, and the basis for production 
of most phosphate fertilisers. 
Phosphoric acid will be exported through Darwin port to existing 
fertiliser production facilities in Asia.  Specific project details based on current estimates are:  

Ammaroo (only) – Key Project Metrics 
 Capital Cost: A$1.4bn 

 Jobs: 900 direct plus 1,0001 indirect FTE’s in construction (3 years), 250 direct and 1,050 
indirect operational jobs for the project life (25 year+). 

 GSP Impact: A$8Bn over operational life (c.$320m p.a), plus $370m during construction. 

 GDP Impact: A$10Bn over operational life (c.$400m p.a), plus $940m during construction. 

 Output: 930ktpa of Phosphoric Acid (500 ktpa at 100% P2O5). 

 Revenue: A$470m p.a. 

                                                        
1 Indirect jobs, GDP and GSP are indicative estimates based on the Economic Impact Assessment completed for 
the Ammaroo Phosphate Project in 2018 by GHD and Econosearch which is based on a phosphate concetrate 
export project. An updated Assesment is due for completion during the Definitive Feasibility Study stage of the 
Project. 

Ammaroo 

Figure 1 Ammaroo Project location 
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The definitive feasibility study and amendments to the existing, approved environmental impact 
assessment will be completed by mid-20212.  The project will integrate a mine, beneficiation plant, 
sulphuric acid and phosphoric acid production and associated infrastructure, including a 95km rail 
spur to connect to the Adelaide to Darwin railway.  Verdant has in place a conditional loan facility 
agreement with Northern Australian Infrastructure Fund (NAIF) to fund the rail spur and other pieces 
of project infrastructure.  
 

In time, and with availability of competitively priced gas, ammonia production at Ammaroo or Darwin 
would be an obvious extension of the Ammaroo project.  Phosphoric acid and Ammonia are combined 
to produce end use fertilisers, including Ammonium Phosphate fertilisers, NPK and Urea can be 
produced directly from Ammonia. These products are currently largely imported to Australia from 
China, North Africa, the Middle East and the United States.  

 

POTENTIAL TO DEVELOP AN INTEGRATED FERTILISER INDUSTRY IN THE TERRITORY 

The Territory is one of the few parts of the world where all of the ingredients exist to develop an 
integrated fertiliser industry to produce the three-essential nutrients for plant growth: 
 

N Nitrogen 
P Phosphorous 
K Potassium 

 
Within the Territory, there are a number of known resources that can be connected to create a new 
industry, based on existing technology.  Those opportunities are: 
 

N Nitrogen - Natural gas to support the production of ammonia 
P Phosphorous - Large shallow, phosphate deposits of the Western Georgina Basin 
K Potassium - Potassium rich brines in the salt lakes of Central Australia 

 
Figure 2 outlines the fertiliser value chain, raw materials, intermediate products and end use 
products, used by farmers both in Australia and globally, most of which could be produced in the 
Northern Territory. 

                                                        
2 an EIA was completed in 2018 for production of Phosphate Rock Concentrate at Ammaroo.  
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Figure 2 Fertiliser Value Chain 

 
 
There are almost unlimited potential development pathways that could ultimately occur, however a 
concept that can be visualised today is: 
 
 500,000 tpa Phosphoric acid production facility, as envisaged at Ammaroo,  
 1 million tpa ammonia plant, with urea production of 800,000 tpa - requiring ~ 35 - 40 peta 

joules per annum of gas. 
 1 million tpa Ammonium phosphate granulation facility 
 Revenue of ~ A$800m p.a. 
 Capital Cost of in the order of A$4bn in capital, 
 Multiple thousands of jobs during construction, and hundreds in operation, 
 Fertiliser products that service both regional export markets and displace imported products 

in the significant Australian fertiliser market. 
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COMPETITIVE LANDSCAPE FOR THE TERRITORY 

The competition to be cost competitive and win market share in the fertilser minerals and 
manufacturing industry, largely comes from the Middle East, Northern Africa and China. These 
countries have large-scale incumbent industries and have recovered their initial capital investments 
over the last 60 years.  Many of these industry participants are state owned enterprises with economic 
and legal frameworks that result in a low cost of capital, low cost of labour, immature regulatory 
regimes with limited or no payable tax or royalties. These players can easily and cheaply add 
incremental production to capture demand growth or threaten lower prices. 
 
For the Territory to win market share from incumbents in fertilisers or other minerals projects is a 
challenge. The Territory’s last major greenfield minerals project, that has been sustained, was 
McArthur River in the mid-1990s.  Between 2006 and 2013, Australia experienced its most significant 
mining boom in its history, however the junior companies developing minerals projects in the Territory 
where unable to secure the equity and debt capital that flowed in that period.  

The Territory’s existing major mining operators, Rio Tinto, Glencore, South 32 and Newmont are not 
seeking to develop new assets in the Territory despite many of their existing assets approaching end 
of life.  The junior companies that are exploring and developing projects in the Territory will ultimately 
require funding from the majors or institutional investment funds to reach FID. Both of these sources 
of capital have development and investment options globally, and will invest where their returns are 
maximised and risks minimised.  

OPPORTUNITIES TO IMPROVE COMPETITIVENESS AND DRIVE ECONOMIC GROWTH 

Governments can directly and indirectly influence investment decisions by taking policy steps that 
support higher project returns and reduce project risk. As a minerals project owner, and fertilser 

Figure 3 Northern Australian Fertiliser Production and Export Concept 
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project developer, initiatives that would support investment and economic growth can be grouped 
under two categories:   
 
 Minimise costs and uncertainty for Minerals Projects.  
 Incentivise downstream value adding processing and manufacturing of the Territory’s Mineral 

Resources.  

Government has control or significant influence over big levers in these areas that we believe can 
‘move the dial’ on the objectives set for the Commission.  

 
1. Amendments to the NT Minerals Royalties Act  

The Territory’s profit-based royalties’ regime is one of the highest cost royalty regimes in the world 
which reduces the Territory’s attractiveness for investment. The royalty model is also relatively 
complex and difficult to administer (note that projects under this regime often end up in dispute with 
the Government regarding deductions). Moreover, the current regime incorporates a potential 
disincentive for minerals projects that seek to process downstream and value-add. This is discussed 
further in Appendix 1.  

i. Simplify the royalty calculation to apply to standard and readily measurable quantities 
such as tonnes mined or revenue generated.  

ii. Establish royalty rates, considering the competitiveness and international benchmarks of 
the specific project and the industry within which it is trying to compete, rather than a 
‘one size fits all’ approach. 

iii. Reduce royalties, where value added downstream processing occurs on the mined product 
in the Territory.  

 
2. Amendments to regulation of rail access pricing on the Adelaide to Darwin rail line  

The Territory’s mineral development options are largely remote and require long haul rail to port and 
markets. The Adelaide to Darwin Railway (Railway) is a monopoly and a critical component of the 
mines supply chain. It is a key consideration to financiers given that projects located in Central 
Australia have no alternative route to market. 

Railway access is subject to the AustralAsia Railway Third Party Access Act 1999 (Act). The Act requires 
a review of revenue (Review) every 5 years (except the first review which occurs after 10 years). The 
Essential Services Commission of South Australia (ESCOSA) currently undertakes the Review. The 
Review relies on the data provided by the rail operator with limited evaluation or transparency.  

The key input to establishing the acceptable amount of revenue earned is the asset base value, 
ESCOSA has adopted construction cost as the basis for this value, which is upto 6.7x the price that the 
railway was purchased. The asset base value is fixed (does not vary with volume), so there is minimal 
incentive for rail operators to increase operating efficiency or increase railed volume. ESCOSA’s 
findings imply that rail access prices could increase by up to c.300%, which we estimate would give 
rail operators a rate of return above 40%, and still be acceptable under the Act. This creates significant 
price uncertainty for a rail customer, particularly over a 25+ year horizon. Financiers cannot have 
confidence that a minerals business, that must use the railway will not have their operating margins 
incrementally captured by rail access charges. This is discussed further in Appendix 2.  

There are a range of alternate rail access regulatory regimes that could be reviewed or adopted from 
other jurisdictions that have multi-user rail networks. The absence of appropriate price certainty or 
transparency for access also creates the risk that a vertically integrated owner, that owns both track 
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and trains (as is the case for Darwin to Adelaide) can use varying access charges as a mechanism to 
lock out competition on the above rail component of the freight task.  

iv. Conduct a regulatory review in accordance with the existing legislation with a view of 
moving to a state-based system of periodic undertaking and price regulation, that 
provides pricing stability and transparency. 

 
3. Developing a domestic Gas Reservation policy for the Northern Territory 

Australia has been fortunate to witness in real time two methodologies with regards to domestic gas 
reservation. Western Australia has a 15% of export volumes domestic gas reservation policy, 
compared to no reservation policy on the East Coast of Australia.  
 
The arguments to preserve free markets for gas are theoretically and philosophically compelling, but 
empirically fraught.  Western Australia has continued to secure LNG investment, while supporting 
affordable gas prices for domestic consumption and manufacturing. In contrast the East Coast is beset 
by gas intensive industries that have folded or are perpetually on the brink. There is no new gas 
intensive manufacturing investment occurring on the East Coast.  
 
The Territory is supplying gas to Incitec Pivot for the Phosphate Hill operation in Queensland until 
2028 due to the extremely high prices on the East Coast (below its cost, a Territory based gas customer 
could not be found).  Phosphate Hill would be a direct competitor to a phosphate fertiliser industry 
that could be developed in the Territory 
 
Mineral extraction, value-added processing and manufacturing will all benefit from the availability of 
competitively priced domestic gas, and having the confidence that it will be there for the long term.   
 

v. Lobby the Federal Government to apply a gas reservation policy over new offshore gas 
developments for the benefit of the Territory, taking consideration of the marginal costs 
of gas producers.   

 
4. Leveraging the Australian Government to use tax reform and international trade 

relationships to support value adding in the Territory 

Post COVID, Federal taxation reforms are under consideration, as is contemplation of re-weighting of 
strategic and geopolitical relationships. Economic growth in the Territory presents the Federal 
Government with an opportunity to grow the Australian economy and enhance strategic supply 
relationships with key regional allies in South East Asia, including Indonesia and India.  

 

vi. Utilise accelerated depreciation and/or changes in corporate tax rates to enhance project 
competitiveness for greenfield projects.   

vii. Use tax reform, to incentivise downstream processing and value adding in Australia for 
new greenfield projects, particularly for new or strategic industries.  

viii. Seek to embargo automatic reductions in Commonwealth funding (such as GST revenue), 
driven by improved Territory income from minerals and downstream processing 
initiatives.   

ix. Leverage federal government diplomatic channels to support developers’ efforts to secure 
off-takes, particularly in South East Asian countries with semi-government industrial 
sectors such as Indonesia. 
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5. Streamlining Government regulators and agencies, without risking best practice social and 

environmental outcomes  

Minerals industry professionals’ value a reputation for delivering the highest quality social and 
environmental outcomes. Achieving this, at an improved pace, lower cost and appropriate risk level 
will encourage greater investment from construction through to early stage exploration.  

High performing regulators and agencies will provide timely, clear findings, sound directions and take 
action where breaches occur. This will ultimately drive better outcomes and garner community 
support.  

Leveraging existing studies and expertise gained on like projects in comparable jurisdictions and 
accessing the best available global expertise will position Governments to quickly and confidently 
establish the key risks of a new development and allocate resources accordingly.   

There are a number of ‘open ended’ agreements and approvals such as environmental and land access 
that require time, money and expertise that all project developers need to complete.  Reducing the 
time, costs and uncertainty of these processes will attract more early stage investment and improve 
the likelihood of projects reaching FID. 

 

x. Improve the human capital, including recruitment of experienced practitioners in key 
Government departments and agencies, such as DPIR and Environment.  

xi. Prioritise environmental review based on risk, to make the approvals process more 
efficient, leverage the learnings from other states where like projects are already 
operating.   

 
CONCLUSION 
We are pleased to provide this submission to the TERC, and we’re looking forward to contributing to 
what could mark a turning point in the future of Territorians. We would welcome the opportunity to 
discuss further any of points made in this submission. 
 

 

 

 

Chris Tziolis 
Managing Director 
Mobile: +61 437021415 
Email: ctziolis@verdantminerals.com.au   

Callan Harding 
Chief Financial Officer 
Mobile:  +61 437780282 
Email: charding@verdantminerals.com.au   
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APPENDIX 1 ROYALTIES REGIME 
 

We’ve undertaken a review of other Australian states and other relevant countries to compare the 
expected royalties for a Phosphate Project of similar financial metrics to Ammaroo. A summary of the 
relative royalty cost is shown below. 

 
 

Figure 4 Comparison of Royalties payable on the same Phosphate Project – if located in different 
jurisdictions 

Key Points and Observations: 
 Moroccan and Middle Eastern companies OCP and Ma’adan are the world’s largest producers of 

Phosphate. They are difficult to compare directly with NT on a like for like basis, however, 
Ammaroo and the Territory will be competing in the market place for customers. Both are well 
established with embedded mine to port infrastructure, established operating performance and 
markets. Both pay no royalties. 

 In Australia, there is a comparable Phosphate mine to Ammaroo at Phosphate Hill near Mt Isa. 
The royalties payable for an otherwise identical Phosphate mine, would be $100’s of millions of 
dollars higher in the Territory compared to Queensland (based on exactly the same mine). 
Importantly, integrated with the Phosphate mine at Phosphate Hill (as a result of that mine being 
in that location) is an Ammonia plant, DAP and MAP production – all of which could be achieved 
in the Northern Territory. Phosphate Hill’s royalty is based a floating rate applied to tonnes of 
mined phosphate ore. The rate applied to the mined ore is indexed to benchmark traded 
Phosphate Concentrate, adjusting for quality and price. 

 WA is a mature and high performing mining state. The WA royalty regime, applies an ad volarem 
royalty to general mining projects, however does have a range of project and commodity specific 
arrangements for existing operations. WA has no phosphate mines. To that end, we’ve modelled 
the generic ad volarem rate, but in practice would expect that a lower rate may be achievable in 
much the same way as other commodities, such as rare earths have been considered on a case 
by case basis in WA. 
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Model Structure  
The payable royalty by a Northern Territory miner is the greater of; 
 20% of pre-tax, pre-financing cost profits a metric similar to EBIT (‘EBIT’) albeit with non-

deductable costs, such as land access costs, and; 
 2.5% of revenue. 

The ‘maximum of’ approach allows the Northern Territory Government (NTG) to set a kind of floor on 
royalty revenue, whilst also benefiting to a greater extent if 20% of ‘EBIT’ exceeds 2.5% of revenue.  
Implications of the model are: 
 The 2.5% revenue royalty will have limited relevance in an investment decision, as it will likely 

only apply when project returns are already below investment hurdle rates, as such the 20% 
profit-based royalty will be applied in the miner’s central investment case, and it will be 
materially higher than other jurisdictions thereby reducing attractiveness, and; 

 If, once in operation the miner does trigger the revenue royalty, it is likely that they are not 
covering their cost of capital, with losses occurring for equity investors, and the possibility of 
defaulting on any debt obligations they may have. In this case the revenue royalty will, amplify 
poor returns.  

This model ensures the Government captures revenue from an operating mine – however doesn’t 
align with attracting investment. There is no other jurisdiction in Australia that uses this approach, 
and we’re not aware of where its use in Phosphate mines (or any other) in the world. 
 
Complexity  
The determination of ‘EBIT’ for calculating royalties, has a range of definitions that must be complied 
with, including: 
 What capital, operating costs can and cannot be deducted,  
 Establishing the ‘the first point a saleable mineral commodity is produced’,  
 Establishing the bounds of the ‘production unit’ for the saleable mineral commodity. 
 Establishing the associated capital and operating costs that are attributable to that ‘saleable 

mineral commodity’ within the bounds of the ‘production unit’.  
 If the saleable mineral commodity is not sold, or sold to a related party establishing the value 

of the saleable mineral commodity. 

In the case where a ‘saleable mineral commodity’ is produced but not sold at the ‘mine gate’, ensuring 
that the calculation of ‘EBIT’ is within the bounds of the act, without undue cost on the royalty payer 
is not a trivial exercise. It will require a range of expert input and opinion, with regards to attributable 
capital, the value of the ‘saleable mineral commodity’, attributable operating costs.  
The size of and complexity of the royalty means that, miners and investors will be need to invest time 
and money into understanding royalty costs. There is no net benefit to this time and cost (consultants 
and advisors excluded). If spent productively on drilling, technical studies, sales and marketing or fund 
raising, it would generate a net benefit and improve the prospects of investment. 
 
Disincentive to on-site downstream processing. 
Verdant is progressing the option to produce Phopshoric Acid at Ammaroo, which involves two key 
production stages, extraction and processing of ore into concentrate, and then reacting concentrate 
with sulphuric acid to produce Phosphoric Acid. The Royalty Act applies the royalty to the first saleable 
commodity produced, which is the Phosphate Concentrate.  Our understanding of the Royalty Act is 
that if we freighted concentrate to Darwin for sale, value of the concentrate would be based on the 
Darwin FoB price, and the transportation costs (from Ammaroo to Darwin) would be deducted from 
‘EBIT’ for the purposes of the Royalty Calculation. 
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However, if we process the concentrate into Phosphoric Acid at Ammaroo, there is a risk that the 
royalty payable on the concentrate would be based on the Darwin FoB price – without accounting for 
the transportation costs to Darwin. This implies that a tonne of concentrate in the centre of Australia 
is of the same value as a tonne of concentrate when on a ship ready to sail from Darwin Port. Under 
this approach the royalty payable on Phosphate concentrate increases, as a direct result of 
downstream processing at Ammaroo. This outcome, would create an economic incentive to not 
process at Ammaroo.  
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APPENDIX 2 REGULATION OF ACCESS TO THE DARWIN TO ADELAIDE RAIL LINE 
 

Fertilisers produced at Ammaroo would be exported through Darwin Port, via the Adelaide to Darwin 
rail line to reach Asian markets in the lowest timeframe and least cost – a potential competitive 
advantage. Freight of product and imported bulk consumables could make up c.30% of Ammaroo’s 
production costs. As such rail access charges and risk are a fundamental issue to the economics and 
bankability of the Ammaroo Project. This is likely to be the case for other Minerals projects in Central 
Australia. 
 
2015 Revenue Review 
The Darwin to Adelaide rail line falls under 
the South Australian Rail Access Regime 
established under the Railways (Operations 
and Access) Act (ROA Act). In 2015 ESCOSA 
undertook the revenue review as part of 
the AustraliaAsia railway regulatory 
requirements. The review is based on input 
from the rail owner. ESCOSA found that the 
revenue earned for bulk freight, was 
acceptable. And that the operator could be 
within an acceptable revenue range if it 
charged approximately 300% higher over 
that period. On this basis, the rail operator 
could conceivably increase prices materially 
in future years, with limited recourse for 
the rail customer. This could be devastating 
for a project like Ammaroo. The very 
potential of that outcome, materially 
increases the projects risk and will be an 
unacceptable risk to many investors. 
 
Disincentive to Higher Freight Volume 
Charge rate (ie. $/tonne) is not directly 
considered under the requirements of the 
Act (as it is a total revenue test).  
So, if the same level of revenue can be 
generated by a lower volume of freight (ie, 
higher charge rates), this would be an 
acceptable outcome according to 
parameters of the review. As such there is 
little incentive for the rail operator to 
increase volume across the rail. 
 
Asset Base and Returns 
The acceptable level of revenue is a function of the asset base value used to determine the revenue 
required to meet all costs, including return of and return on capital. The asset price adopted in the 
review, was 2.8 – 6.7x greater than what the asset was acquired for in 2003. This approach, which 
allows the rail access charge to be based on materially higher asset values than the cost of acquisition 
means that, returns for the owner can be well above an appropriate rate of return. Under the 
maximum charge rate, the rail owner would earn returns of 40 – 50% (pre-tax, ungeared, real), and 
regulatory regime would find this acceptable. This level of return is at the cost of the rail users, and 
be a fatal flaw for many minerals’ projects in Central Australia. 

Figure 5 Bulk Freight Charges - ESCOSA 10-year review of revenues 
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