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Summary 

Highfield Resources Ltd (Highfield) is an ASX-

listed junior exploration company focused on 

acquisition and development of potash assets. In 

October 2012, the company acquired 100% 

interest in the Javier, Sierra del Perdón, and 

Pintano projects in Northern Spain. These 

projects span across 300km2 and are located in 

the potash-rich Ebro basin that also hosts ICL’s 

Iberpotash mines. Highfield aims to advance 

these projects to production. 

The Javier project, covering an evaporate area of 

42km2, is located 60km from the Sierra del 

Perdón project and 220km from Iberpotash 

mines. The project area is easily accessible and is 

in proximity to power, water and gas networks. 

Further the project area is relatively shallow 

(300-530m), appropriate for low-cost 

conventional underground mining. The company 

is preparing a preliminary engineering for an 

underground conventional mine via a decline. 

In October 2013, Highfield reported JORC 

complaint inferred resource estimate of 28.2MMT 

KCl at Javier. It is also conducting a drilling 

program to upgrade and increase the current 

resource estimates. The company plans to 

complete the Definitive Feasibility Study (DFS) in 

the project by 2014 and commence production by 

2016. Initially, Highfield is targeting a 4.6Mtpa 

mine with an annual production profile of 0.75-

0.85Mtpa potash and 1.5-2.0Mtpa halite. 

The Sierra del Perdón project covers 145km2 and 

comprises two former operating mines that 

produced 10MMT potash over 1972-1997. 

Highfield has drilled four holes as part of a 12 

hole confirmatory drilling campaign in the area, 

and the initial drill hole suggests the presence of 

carnallite (9.25m), sylvinite (4.75m), and halite 

(20m). Key highlight of the assay result was an 

intersection of 7.5m at 23.6% KCl, including 0.9m 

intersection at 39.8% KCl. 

The Pintano project is adjacent to the Javier 

project and spans across 125km2. The project 

area is relatively shallow (500-1,200m), although 

marginally deeper than Javier. Highfield has an 

exploration target estimate of 44-76MMT KCl for 

the smaller area of the two permits at a target 

grade of 14.4%-22.3%. It also plans a 

confirmatory drilling program in 4Q 2013.  

Highfield also exited from a farm-in agreement 

for the exploration of the McLarty project in 

Australia in 3Q 2013 to focus exclusively on 

Spanish Projects.  

Arrowhead believes that Highfield is steadily 

progressing on its Spanish projects, and has 

significant growth potential with a low-to-medium 

risk profile. Our analysis is driven by attractive 

resource characteristics and project economics of 

its Spanish assets. Highfield also benefits from an 

experienced on-site management team, 
significant historical information availability and 

connectivity to highways and ports. Further, sale 

of halite will serve as an additional revenue 

stream to the company. Given due diligence and 

valuation estimations based on a blend of 

Discounted Cash Flows and Resource Based 

Valuation, we believe that Highfield’s fair share 

value lies between AU$0.97 and AU$2.03.  

 

 

 

http://www.highfieldresources.com.au/
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Company Presentation 

Highfield Resources, an ASX-listed company, is focused on the acquisition and development of potash 

assets. In October 2012, the company acquired 100% interests in Javier, Sierra del Perdón, and Pintano 

potash projects in the Ebro basin in Northern Spain. The project area presently consists of nine permits 

with applications pending to transfer Exploration Permits to Investigation Permits. The mineralized areas 

covered by the permits spans over 300km2. The Sierra del Perdón project area includes two former 

operating mines that produced 10MMT potash over 1972-1997. The Javier and Pintano projects are 

relatively shallow projects, located 60km east of the Sierra del Perdón project. 

The company is currently concentrating exclusively on the development of its Spanish projects, and 

plans to commence production at its Javier project by 2016. To maintain its focus on Spanish assets, it 

exited from the farm-in agreement with Broadway Resources for the exploration of the McLarty Project 

in Western Australia in September 2013.  

To develop its projects, the company raised AU$10MM from EMR Capital in 2013 (AU$5.13MM in May 

2013 and AU$4.87MM in August 2013). Following the capital raise, EMR Capital holds 40MM shares, 

representing 29.5% of the company’s share capital (15.9% on a fully diluted basis). The company plans 

to use the funds to advance feasibility studies at the Sierra del Perdón and Javier projects. 

Portfolio and Premiums  

Relatively shallow deposit, appropriate for low-cost conventional mining: Highfield’s Spanish potash 

projects, particularly the Javier project and Sierra del Perdón, are relatively shallow. The shallow nature 

of the potash assets are indicated by the recent drill intersections (from 289m at Javier and 396m at 

Sierra del Perdón) as well as historical potash intersections (300-530m at Javier, 510-1,200m at 

Pintano, and 100-1,500m at Sierra del Perdón). Compared with these projects, most of the potash 

deposits being mined elsewhere in the world are up to 1,500m deepvi. The low depth of the potash 

deposits is appropriate for conventional underground mining, which has lower operating costs compared 

with the solution mining technique. Historically too, potash was mined in Sierra del Perdón through 

traditional underground mining techniques using ramps. 

Potash projects located in the Ebro basin, a significant potash-producing region: Highfield’s project area 

is located in the Navarra sub-basin within the potash-rich Ebro basin. The projects are located ~220km 

northwest to ICL’s Iberpotash mines in the Catalonia sub-basin (annual production of over 1MMT 

potash).vii The project area also encompasses the historical Sierra del Perdón mines, which produced 

10MMT potash over 1972-1997. The mineralization continuity in the area is also confirmed by potash 

intersection at initial drill hole at Javier, which was located 1Km from the historical drill holes. 

Highfield’s Project location relative to Iberpotash 

    

A: Navarra Potash Sub-basin 
 
B: Catalan Potash Sub-basin 
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Strong project execution through experienced management: The senior personnel and board members 

of the company have wide global experience in exploration, development, operations, and financing for 

resource companies. The company also has an on-site management team based in Pamplona, Spain, 

which has extensive experience in Spanish mining and infrastructure projects. The consultants and 

contractors engaged for the exploration (North Rim Exploration, ALS Global, SADIM, Agapito Associates, 

and Advanced Mineral Processing) also have prior experience in potash projects. We believe the 

experience of the management personnel will help the company in efficient risk management and project 

execution.  

Lower transportation costs due to easy accessibility and infrastructure advantages: The project area is 

located within the Ebro Basin, approximately 450 km northeast of Madrid and is well connected to 

highways and ports. A preliminary transport study for 3Mtpa finished product estimates an attractive 

capital expenditure of EUR5.67/T and operating expenditure of EUR18.83/T. The project area is also in 

close proximity to power lines, water and gas network. 

Lower concentration risk through three high quality projects: Compared to other junior exploration firms 

which usually have one asset, Highfield has three projects under development. These projects have 

attractive resource characteristics, easy accessibility and significant historical information availability. We 

believe this significantly reduces the overall concentration risk of the firm, while preserving any potential 

upside. 

Portfolio and Risks 

Initial stages of project lifecycle: Highfield’s projects are in the initial stages of project life cycle – the 

company is currently conducting confirmatory drilling in the area, and has reported a JORC inferred 

resource estimate at its Javier project in October 2013. However, the company is steadily progressing 

exploration in the projects, and has the advantage of extensive information availability. We believe that 

concerns on execution are expected to mitigate post the completion of DFS at Javier project (expected 

by 2014).  

Capital Expenditure Financing: Highfield is targeting a small initial mine target (4.6Mtpa underground 

conventional mine), which will require lower development capital expenditure. This will also enable the 

company to finance future capital expenditures through operational cash flow. The company is currently 

fully funded for its drilling campaign, and we believe that a positive outcome of exploration and scoping 

studies will further mitigate the financing risk for the Construction and Development Stage. The 

company has zero debt and has backing of strong private players. 

Commodity price risk: Highfield’s projected revenue and operating margins significantly depend on the 

price of potash. The volatility in potash prices exposes the company to commodity price risk. 

For a detailed risk assessment, please refer to the Risk profile analysis section. 

Corporate Strategy  

Highfield is currently focused on advancing its three Spanish potash projects to production.  

Capital raise: To progress the feasibility studies in its Sierra del Perdón and Javier projects, the company 

raised AU$10MM from EMR Capital in 2013. 

On-site management: The company has an on-site management team based in Pamplona, Spain, which 

has extensive experience in mining and infrastructure projects in Spain.  

Small capex mine target: The company is targeting an initial 4.6Mtpa underground conventional mine, 

which will require lower development capital expenditure and shorter time to commence production.  

This will also enable the company to finance future projects through operating cash flow, thus reducing 

the financing risk profile.  

Exiting Australian assets: To maintain focus on its Spanish assets, Highfield exited from the farm-in 

agreement with Broadway Resources Pty Ltd. for the exploration of the McLarty Project in Western 

Australia in September 2013.  
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News 

– Maiden inferred JORC resource at Javier: On October 8, 2013, the company reported maiden 

JORC complaint inferred resource estimate of 163.2MMT sylvinite, containing 28.2MMT KCl (at 

17.3% grade). The company estimates an exploration target of 250-400MMT sylvinite in the project 

area, at 9%-12% grade. It also aims to present JORC-compliant mineral resource estimates for 

Sierra del Perdón and Pintano projects over the coming months.  

– Spanish potash projects update – Sep 13: On September 16, 2013, the company released initial 

assay results in Sierra del Perdón Project confirmatory drilling and initial drill results at Javier. Key 

results from the first drill hole at Sierra del Perdón include intersect of 7.5m at 14.9% K2O (23.6% 

KCl), and 1.5m at 20.2% K2O (32.0% KCl) including 0.9m at 25.1% K2O (39.8% KCl). At the Javier 

Potash Project, the initial drill hole intersected three seams of sylvinite mineralization, and the 

company expects to release initial JORC Code compliant resource estimate by September 2013. 

– Highfield to focus exclusively on Spanish potash projects: On September 3, 2013, the 

company exited from the farm-in agreement with Broadway Resources Pty Ltd. to explore the 

McLarty Project in Western Australia. Following the decision, the company will transfer its 10% 

interest in McLarty project to Broadway and will focus exclusively on Spanish potash projects. 

– Owen Hegarty joins Highfield Resources board: On August 15, 2013, the company announced 

appointment of Owen Hegarty as Non-Executive Director. He is the Chairman of EMR Capital, the 

company’s largest shareholder and cornerstone investor. It also announced resignation of Jonathan 

Murray as director. 

– Second and final tranche of EMR Capital investment received: On August 9, 2013, the 

company confirmed the receipt of Tranche 2 funds of AU$4.873MM from EMR Capital. After the 

transaction, EMR Capital holds 40MM ordinary shares, representing 29.5% (undiluted) and 15.9% 

(diluted) of the total share capital. 

– Successful drilling at Sierra Del Perdón and commencement of drilling at Javier Project: On 

August 1, 2013, the company reported the initial drilling results of its Sierra del Perdón potash 

project. The initial drill hole of the 4-hole confirmatory program intersected a thick layer of salt, 

including what appears to be potassium mineralization of about 14m at depths of 396.05-410.05m 

below surface. The seam appears to indicate some 9m of interbedded carnallite followed by a further 

5m of interbedded sylvinite and is consistent with the historical mining and drill hole data. The 

company also reported commencement of drilling at the Javier potash project. 

– Spanish potash projects update – Jun 13: On June 6, 2013, the company reported that it had 

made substantial progress at its three 100%-owned potash projects in Spain. The company plans to 

commence drilling campaign on Sierra Del Perdón and Javier projects to commence in June 2013 

and July 2013, respectively. It expects the drilling campaign at the Sierra Del Perdón Potash Project 

to be completed in 3Q 2013 and expects results in 4Q 2013. The company also plans to commence a 

drilling campaign at the Pintano project in 4Q 2013.  

– First tranche of EMR Capital investment & board appointment: On May 17, 2013, the 

company confirmed the receipt of Tranche 1 funds of AU$5.13MM from EMR Capital. The company 

also announced the appointment of Richard Crookes to the Board as EMR’s nominated director.  

– AU$10MM placement to a strong institutional investor:  On April 17, 2013, the company 

agreed to issue 40MM new shares to EMR Capital. It plans to allocate 23.75m ordinary shares in 

Tranche 1 at an average price of 21.6c (to raise AU$5.13MM) and 16.25m ordinary shares in 

Tranche 2 at 30c (to raise AU$4.87MM). The funds will enable the company to progress feasibility 

studies at Sierra del Perdón and Javier. 

– Pintano potash project exploration target: On February 27, 2013, the company announced an 

estimated initial exploration target of 306-338MMT sylvinite based on historical drill hole logs and re-

interpreted seismic. The target equates to 44-76MMT KCl at 9.1% to 14.1% K2O grade.  

– Spanish potash projects update – Mar 13: On February 25, 2013, the company announced that 

it expects to complete a preliminary mine method scoping study at its Spanish projects. In Sierra del 
Perdón Project, it expects completion of 3D modeling by 1Q 2013. It also plans to commence a 

drilling program to deliver a JORC compliant resource estimate in 2013 
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Listing Information 

Highfield Resources (HFR) is listed on the Australian Stock Exchange (ASX) since February 7, 2012. 

Contacts 

Head office Calle Navas de Tolosa, 5 - 1°B, 31002 Pamplona, Spain 

Telephone +34 948 050 577 

Facsimile +34 948 050 578 

E-mail info@highfieldresources.com.au  

Major Shareholdersviii  

Equity Holder No. of ordinary shares 
held (MM) 

No. of diluted shares 
held (MM) 

Percentage 
shareholding (diluted) 

EMR Capital 40.00  40.00  15.5% 

Derek Carter 5.51 18.03  7.0% 

Pedro Rodriguez 5.51 18.03  7.0% 

Raul Hidalgo 5.51 16.53  6.4% 

Jose-Manuel Prada 5.51 16.53 6.4% 

Anthony Hall 0.04  6.54  2.5% 

Simon O'Loughlin 2.15  6.45  2.5% 

Richard Hillis 2.15 6.45  2.5% 

Donald Stephens 2.15 6.45  2.5% 

Dorica Nominees 2.15 6.45  2.5% 

mailto:info@highfieldresources.com.au
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Management and Governance 

Highfield’s management and board members have wide experience across exploration, development, 

operations, and financing of resource companies.  

Personnel Designation Current and total experience 

Derek Carter,  

BSc, MSc, 
FAusIMM(CP) 

Non-Executive 
Chairman 

Derek Carter has over 40 years of overall experience in mining exploration 

and development, including almost 20 years in management of ASX listed 
exploration companies. He has held senior positions in the Shell Group of 
Companies, including Chief Geologist in Spain and was the Managing 
Director of the ASX listed Minotaur Resources from its inception in 1993 to 
2010.  

Anthony Hall, 

BBus, LLB (Hons), 
ACSA 

Managing 
Director 

Anthony Hall is a qualified lawyer and company secretary with almost 20 

years commercial experience in venture capital, risk management, 
strategy and business development. He was responsible for the listing 
process of Highfield Resources in 2011 and prior to this worked in roles in 
the strategy, energy, risk management and legal industries. 

Pedro Rodriguez, 

BSc, MSc 

Development 
Director 

Pedro Rodriguez has over 30 years of experience in mining services in 
Spain, during which he has worked in exploration and administration for 6 
international mining companies including Billiton International, Navan-
Almagrera and Newmont. Most recently, he had direct responsibility to the 
Board of Directors of ALMAGRERA SA for delivering a mining chemical 
complex with more than 460 direct employees and annual sales of over 
US$50MM.   

Owen Hegarty, 

Bec (Hons), FAusIMM 

Non-Executive 
Director 

Owen Hegarty has about 40 years of experience in the global mining 

industry and is currently the Chairman of EMR Capital, Highfield’s largest 
shareholder. He worked with Rio Tinto for 25 years and was Managing 
Director of Rio Tinto Asia and the group’s Australian copper and gold 
business. Hegarty is a director of various listed and unlisted resources 
companies, including G-Resources Group, Fortescue Metals Group, and 
Tigers Realm Coal Limited. 

Richard Crookes, 

BSc (Geology), Grad 
Dip Applied Finance 

Non-Executive 
Director 

Richard Crookes is a qualified geologist with over 25 years’ experience in 

the resources and investments industry. He has extensive experience in 
deal origination, evaluation, structuring, post-acquisition management, 
client relationship management, marketing, and execution of investment 
entry and exits. Prior to joining Highfield, he was an Investment Director 
in EMR Capital and an Executive Director in Macquarie Bank’s Metals 
Energy Capital division. He was also the Chief Geologist and Mining 
Manager of Ernest Henry Mining (now Xstrata). 

Scott Funston, 

BBus, CA, ACSA 

Non-Executive 
Director 

Scott Funston is a chartered accountant with over 10 years’ experience in 
the mining industry and accounting profession, with expertise in financial 
management and general corporate advice.  Along with Higifield, he is a 
Director and Company Secretary of multiple ASX listed entities. 

John Claverley 

CEng, Eur Ing,  BSc, 
MCIBSE 

General Manager John Claverley is an engineer with over 30 years’ experience in major 

construction and infrastructure projects across Europe. He has worked for 
more than 20 years for international firms in the construction and 
infrastructure sector in Spain in a design, project management and 
Enterprise management capacity.  

Gonzalo Mayoral 

BEng (Mining), MBA 

Spanish Director 
of Mining 

Gonzalo Mayoral is a qualified mining engineer with over 15 years’ 
experience in Spanish construction and infrastructure projects. Prior to 

joining Highfield, he was the General Manager of a large Spanish 
construction and geotechnical consultancy. 

Aaron Bertolatti, 

BCom, CA, ACSA 

Company 
Secretary 

Aaron Bertolatti is a Chartered Accountant and Company Secretary with 

more than 9 years of global experience. He has significant experience in 
the administration of ASX-listed companies, corporate governance and 
corporate finance. He has assisted several resource companies with 
financial accounting and stock exchange compliance. He also serves as 
company secretary of the Voyager Resources, Caravel Energy, Wolf 
Petroleum, and Haranga Resources. 
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Assets and Projects 

Overview 

Highfield’s Javier, Sierra del Perdón, and Pintano potash projects are located in the Ebro Potash 

producing basin in Northern Spain. The company owns a 100% interest in all three projects that cover 

nine permits with some in the process of being converted from Exploration Permits to Investigation 

Permits. The projects were acquired in October 2012, and span over 300 km2.  

Company’s Asset Portfolio 

Project location Project overview 

  

Source: Company filings Source: Company filings 

 

Javier Project  

Company’s interest: 100% 

Asset Summary: The Javier project is located 

near Sierra del Perdón project and covers an area 

of 42km2. The project area is contiguous and 

relatively shallow, with easy accessibility and 

proximity to power, water and gas networks. In 

October 2013, the company reported a maiden 

JORC complaint inferred resource estimate of 

28.2MMT KCl in the project. Highfield is also 

conducting a drilling program to upgrade and 

increase the current resource estimates. Highfield 

plans to complete the DFS by 2014 commence 

production by 2016. It is targeting a 4.6Mtpa 

underground conventional mine with an annual 

production profile of 0.75-0.85Mtpa potash and 

1.5-2.0Mtpa halite. 

Target commodities: Potash, Halite 

Location: Ebro Basin in Northern Spain, located 

60km east of the Sierra del Perdón.  

Regional geology: Javier is a relatively shallow 

deposit, with potash mineralization historically 

intersected at 300-530m below surface. The 

geology is defined by a hanging wall salt, an 

upper sylvinite seam, an interbed salt, a lower 

sylvinite seam, and a footwall salt.  

Javier – tenement description 

 

Potential mineralization: In October 2013, the 

company reported JORC complaint inferred 

resource estimate of 28.2MMT KCl (163.2MMT 
sylvinite at 17.3% grade). The company also 

estimates an exploration target of 250-400MMT 

Ebro basin, 
Northern Spain 

Primary/Flagship 
Projects 

 

•Javier project - 100% interest; potash 

•Sierra del Perdón project - 100% interest; potash 

•Pintano Project - 100% interest; potash 
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sylvinite in the project (at target KCl grade 

between 9-12%). 

Potash bed 
Sylvinite 
(MMT) 

KCl grade 
(%) 

Contained KCl 
(MMT) 

A 97.1 18.8 18.2 

B 48.9 14.1 6.9 

1 17.3 17.8 3.1 

Total 163.2 17.3 28.2 

Recent developments: The company 

commenced an 11-hole drilling program in July 

2013 to upgrade the JORC inferred resources to 

Measured and Indicated Resources, and convert 

the exploration target into JORC compliant 

resource estimates. The initial drill hole (J13-03) 

intersected three layers of sylvinite mineralization 

between 289.3m and 322.6m. The initial drill hole 

is located ~1km from the historical drill holes, 

which confirms the continuity of mineralization 

and might indicate a wider resource horizon.  

In October 2013, the company released a target 

mine concept, processing 4.6Mtpa sylvinite to 

produce 0.75-0.85Mtpa KCl and 1.5-2.0Mtpa 

halite. The company is also preparing a 

preliminary engineering for an underground 

conventional mine accessed via a decline. 

Javier – proposed floatation circuit 

 

Project schedule: Highfield plans to release 

exploration drilling and scoping study results by 

December 2013. It plans to complete DFS by 

2014, and commence production by 2016. 

Sierra del Perdón Project 

Company’s interest: 100% 

Asset Summary: The project covers an area of 
145km2 in the Ebro basin in Northern Spain. The 

project contains two former operating mines that 

produced ~10MMT potash over 1972-1997. The 

company has completed 3D modeling of the area, 

and is currently awaiting the results of a 

confirmatory drilling program in the project area. 

Target commodities: Potash, Halite 

Location: Ebro potash producing basin in north 

Spain near Pamplona, 450km from Madrid.  

Regional geology: The underlying potash 

deposits are dominated by sylvinite, with variable 

concentrations of halite, carnallite, and insolubles. 

The deposit is relatively shallow, with depths 

ranging from 250m to 1,200m below surface. 

Given the relatively undeformed nature of the 

deposit, the zone is unusually thick, although 

follow-up work is required to confirm the same.ix  

Recent developments: In June 2013, the 

company completed a 3D model of the evaporate 

basin. It also  drilled four holes as part of the 

drilling campaign to confirm the 3D mine model 

and best initial mine method. The last drill hole 

intersected over 20m potash mineralization. 

Sierra del Perdón – tenement description 

 

Potential mineralization: In August 2013, the 

company reported initial results of the 

confirmatory drilling program. The initial drill hole 

intersected potash mineralization from 396-

410m, concurrent with the historical data. The 

results indicated 9.25m carnallite and 4.75m 

sylvinite layers, followed by a 20m halite layer.  

In September 2013, the company released assay 

results from the initial drill hole. Key highlight of 

the assay result was an intersection of 7.5m at 

23.6% KCl (14.9% K2O), including 0.9m at 

39.8% KCl (25.1% K2O).  

Historical mining and production: The area 

was operational for 25 years (1972-1997). During 

the period, 37MMT sylvinite and 5MMT carnallite 

was extracted, producing 10MMT potash.  
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Sierra del Perdón – historical production 

 

The project area comprises six different zones 

(Block A-F). Historically, potash was extracted 

through traditional underground mining 

techniques using ramps, and mining concentrated 

in the shallower regions toward the east – zones 

A, C, and E were completely mined, while zone B 

was partially mined.  

Sierra del Perdón – historical mining 

 

A preliminary review of the mining area 

conducted by North Rim Exploration indicates 

potash potential in Blocks D and F as no mining 

was carried out previously in these zones.  

Project schedule: The company has drilled four 

holes as part of a 12 hole confirmatory drilling 

program, and is awaiting the full assay results.  

Pintano Project 

Company’s interest: 100% 

Asset Summary: The Pintano project is adjacent 

to the Javier project and spans across 125km2. 

The project area is relatively shallow (500-

1,200m). The company estimates an exploration 

target in the smaller of its two permits of 44-
76MMT KCl at a target grade of 14.4%-22.3%.  

Target commodities: Potash, Halite 

Location: The Ebro Basin in Northern Spain, 

60km east of Sierra del Perdón project. 

Regional geology: The mineralization in the 

area is hosted within thick evaporate, showing an 

overall dip to the southeast. The underlying 

potash deposits comprise potash salts (sylvite, 

halite, and minimal carnallite) with insolubles 

such as clay, mud and anhydrite. The geological 

continuity and mineralization in the project area 

has been demonstrated through historical and 

current drilling, assay results, and re-interpreted 

seismic data. Compared with Javier, Pintano is 

marginally deeper (510m-1,200m). 

Pintano – tenement description 

 

Potential mineralization: The mineralization in 

the project area is open toward northeast, 

southeast, and south-southwest. 

In February 2013, the company released an 

estimated exploration target focusing on the 

smaller of the two permits of 306–338MMT 

sylvinite, indicating 44-76MMT KCl at a target 

grade of 14.4%-22.3%. The report was based on 

historical drill hole logs and re-interpreted 

seismic.  

Sylvinite 
Target 

(MMT) 

K2O 
Grade 

(%) 

K2O 
Target 

(MMT) 

KCl 
Grade 

(%) 

KCl 
Target 

(MMT) 

306-336 9.1-14.1 28-48 14.4-22.3 44-76 

Recent developments: On May 27, 2013 a 

second permit in the project area (Puntarrón) was 

granted to the company. This will enable Highfield 

to capitalize on any potential resource upside.  

Project schedule: After setting the exploration 

target estimates, the company plans to 

commence a drilling program in 4Q 2013.  
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Technologies and Markets 
 

Potash 

Chemistry and Properties: Potash refers to a 

group of water soluble potassium-bearing 

minerals, the most common being potassium 

chloride (KCl) or Sylvite. Potash is critical in the 

regulation of plants’ physiological functions and 

improves plant quality and increases yields.x 

The common forms of potash are Muriate of 

Potash (MOP) and Sulphate of Potash (SOP). MOP 

is the most common potassium source used in 

agriculture, accounting for about 95% of all 

potash fertilizers worldwidexi.  

Sources: Potash deposits are concentrated in a 

few regions globally, but often occur in large 

deposits. Potash fertilizers contain about 20-62% 

K2O (Potash). They consist of potassium in 

combination with chloride, sulfate, nitrate, and 

other elements.  

Historically, potash deposits are concentrated in 

the large evaporate deposits of Saskatchewan 

and Belarus. Approximately 90% of potash is 

extracted by conventional underground mining 

methods. Solution mining is used when 

underground deposits are irregular and deep. 

Applications xii : Potash is primarily used as a 

fertilizer, along with Nitrogen and Phosphorous (K 

in N-P-K). It is a unique and vital component in 

fertilizers and does not have a substitute.  

Production xiii : Potash production is limited to 

only 12 countries. Of these, the top 5 countries – 

Canada, Russia, Belarus, China, and Germany 

account for ~60% of global mine production.  

Potash mine production (2012) 

 

Source: USGS 

Global potash capacity is expected to increase by 

9.5% in 2013 to 78.7MMT KCl. In the medium 

term, global potash capacity is expected to reach 

94.3MMT KCl by 2017. Approximately 30 projects 

are expected to be completed by 2017. The bulk 

of the new potash capacity is expected to be in 

the form of MOP. 

Global potash capacity (MMT KCl) 

 

Source: Prud’homme, IFA, June 2013 

Demand xiv : Fertilizers constitute approximately 

90% of global potash demand. As such, potash 

demand is highly correlated to grain consumption 

and population. The demand is expected to 

increase with the need for higher crop yields due 

to increased population. 

In 2013, global potash demand is estimated tp be 

51.8MMT KCl, and is expected to increase at a 

CAGR of 3.4% to reach 59.2MMT KCl by 2017. 

With little domestic production, emerging markets 

such as China, India, and Brazil are expected to 

drive potash import demand.  

Global potash demand (MMT KCl) 

 

Source: Prud’homme, IFA, June 2013 



 

Highfield Resources Ltd. – Arrowhead BID 12 ASX:HFR 

Due Diligence and Valuation Report  See important disclosures on page 20 of this report. 

Market Trends: Commodity Prices 

During the commodity rally of 2003-2008, potash 

was among the hottest commodities, surging to 

US$1,000/T in June 2008. In 2009, the potash 

market suffered from low agricultural prices, and 

a deflationary environment due to excess capacity 

within the industry. These factors lowered potash 

prices globally to around US$350/T. xv  

Potash prices are expected to be under pressure 

in the near term due to a supply surplus, coupled 

with breakup of one of the major cartels 

(between Uralkali and Belaruskali). However, in 

the medium to long term, we expect the prices to 

be supported by demand recovery. 

Potash price trend over the past five years 

 

Source: infomine.com 
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Project Risk Profile Analysis 
 

We believe that Highfield has a Low to Medium 

Risk Profile. Our analysis is driven by the 

attractive deposit characteristics and location 

advantages of its projects, coupled with a strong 

and experienced management team. 

Peer Risk Analysis 

We have evaluated the risk profile of Highfield 

Resources relative to other potash exploration 

companies and flexibility in terms of the company 

size and its stage of development. This assists in 

benchmarking the target company with its peers 

for determining or forecasting the required 

progression.  

We have categorized risk into Low/Medium/High 

and assigned a score of 1/2/3, respectively, 

based on the risk profiles of major projects 

pursued by companies. The important risk 

categories considered for the study include 

– Project Maturity Risk: LOW – near feasibility, 

HIGH – proof of concept stage 

– Financing Risk: LOW – near 

negotiations/lower exploration capex, HIGH – 

Funding need for exploration or no well-

known funding sources 

– Operational/execution Risk: LOW – Advanced 

stages of production and stable grade 

extraction; HIGH – Early development stages 

and volatile grade extraction or more 

– Key Personnel Risk: LOW – Key Personnel 

Risk: LOW – Management has good 

experience in the industry, HIGH – 

Management has less experience 

The individual risk parameters and the 

underlying rationale for the scores are 

discussed in the subsequent sections  

Peer Risk Profile 

Ticker 

Total 

Risk 

Score 

Project 

Stage 

Risk 

Financing 

Risk 

Operational 

Risk 

Key 

Personnel 

Risk 

HFR AU 1.6  2.0  1.5 1.0  1.3 

SXX LN 1.9 1.5 2.0 2.3 1.5 

AAA CN 1.3  1.0  1.5  2.0  1.0  

ELM AU 1.8  2.0  2.0  1.0  2.0  

EPO CN 2.0  2.0  2.5  2.0  1.5  

WPX CN 1.7  1.0  2.5  2.0  2.0  

MAA CN 1.1  1.0  1.5  1.0  1.0  

Ebro basin projects 

Project Stage Risk – MEDIUM 

– Highfield’s projects are in the initial stages of 

project life cycle – the company is currently 

conducting confirmatory drilling in the area 

and has released a JORC inferred resource 

estimate of 28.2MMT KCl at Javier project in 

October 2013. 

– The company is steadily progressing 

exploration in the projects, and has the 

advantage of extensive information 

availability.  

– We believe that concerns on execution are 

expected to mitigate post the completion of 

DFS at Javier project, and believe the 

company to have a Medium project risk. 

Financing/Capex Risk – LOW TO MEDIUM 

– The company is targeting a small initial mine 

target (4.6Mtpa underground conventional 

mine), which will require lower development 

capital expenditure. This will also enable the 

company to finance future capital 

expenditures through cash flow from 

operations. 

– Further, the company has zero debt and has 

raised AU$10MM capital from EMR Capital in 

September 2013. We believe Highfield has a 

Low to Medium Financing Risk.  

Operational Risk – LOW 

– Highfield’s projects are located in the potash-

producing Ebro basin in Northern Spain, and 

are relatively shallow, making it suitable for 

low-cost conventional mining.  

– The project area is easily accessible and is in 

proximity to power, water and gas networks. 

This is expected to reduce the transportation 

costs to the company. A preliminary transport 

study estimates capital expenditure of 

EUR5.67/T and operating expenditure of 

EUR18.83/T, based on 3Mtpa production 

profile. 

– Along with potash, Highfield also plans to sell 
halite as a product. This will serve as an 

additional revenue stream to the company. 
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– Highfield’s has three projects under 

development, which reduces the concentration 

risk on a particular asset, while preserving the 

upside. We believe Highfield has Low 

Operational Risk. 

Key Personnel Risk – LOW 

– The senior personnel and board members of 

the company have significant experience 

across exploration, development, operations, 

and financing of resource companies.  

– Its on-site management has extensive 

experience in mining and infrastructure 

projects in Spain.  

– Based on the operational and execution 

expertise of management, we believe the 

project has Low Key Personnel Risk. 
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Risk Parameters – Definition 
 

Project Stage Risk 

The following are the various stages in a project: 

 Early stage exploration: In this stage, the 

exploration location is decided using a 

combination of various techniques such as 

samplings, drilling, geophysics, and other 

extensive geological and exploration services. 

 Pre-feasibility study: A preferred base case 

option is identified from the possible options 

available to the company. The preferred base 

case option provides some level of confidence 

in the production capacity, ore grades, metal 

recovery, capital and operating costs, project 

schedule, and project risks/opportunities. A 

financial analysis is also carried out to assess 

the economic viability of the project. 

 Feasilbility study: This includes a collection 

of more detailed information, additional 

designs, and project-specific cost information 

to refine the project cost and schedule. It also 

addresses information gaps, issues of 

concern, risks, and opportunities identified in 

the advanced exploration stage.  

 Detailed engineering: Detailed designs 

based on the project scope, concept designs, 

and purchase of key plant equipment is 

completed. 

 Site construction: Site construction starts as 

per the field engineering designs and is 

expected to confirm adherence to appropriate 

quality control practices. 

 Commissioning and start of operations: 

After completion of construction, operability 

testing, and acceptance, the owner is asked 

to confirm if the project construction and 

performance is as designed and meets the 

required plant performance and safety 

requirements. The final operating control 

programs is completed, installed, and tested 

for functional efficiencies. 

We consider a project to carry lower risk if its 

feasibility study is complete and a detailed 

engineering has been conducted as the 

uncertainty regarding the sustainability of the 

project reduces significantly. 

Project Financing Risk 

Initial stages of exploration, development, and 

production requires high levels of capital 

investment. Investments will be riskier when 

done in the exploration stage as the economic 

viability of deposit is not determined. The risk 

level of the capital reduces as it advances through 

the various exploration stages.  

Initial stages of exploration and development of 

the project attracts high-risk-capital investors. As 

the project stages proceed, they have varied 

options such as equity (IPO) and debt financing, 

among others.  

We consider a project to carry lower risk if the 

exploration capital expenditure is low and the 

company has secured financing to fund its capital 

expenditure. 

Operational Risk 

Mining machinery, transport, and new technology 

is used for operations in areas which have 

complicated geological and climatic conditions. 

There are increased risks of flooding, pit slope, 

and rim slide, accidents caused by the use of 

mining transport equipment due to adverse 

weather conditions and problems in power supply 

facilities and recovery plants. These risks could 

result in delayed ore production and recovery, 

increased costs, health, safety, and 

environmental issues and affect the company’s 

production activities. We have also factored in the 

conductive environment for operations for the 

project, based on location and litigations. 

Additionally, the quality of ore reserves, and the 

method used for extraction also contribute to the 

operational risk.  

We consider a project to carry lower risk profile if 

the company is in the advanced stages of its 

operations and extracts fairly stable grades. 

Key Personnel Risk 

We consider a project to be of lower risk profile if 

the management team is highly qualified, has 

good number of years of experience in resource 

sector and has lesser dependability on a few 

people. Also, it is important that a company does 

not rely heavily on few individuals who have a 

vast experience in the field. 

Peer Valuation and Risk Profile  

We have also evaluated the companies based on 

the value per ton of capacity and the risk profile.  

The Risk Profile has been assessed as a weighted 
blended score based on the project maturity risk 

(40%), financing risk (20%), operational risk 
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(20%) and key personnel risk (20%). The 

individual risk score have been provided in the 

risk profile table in the previous section. 

Valuation Vs Risk Profile Chart  

 

Valuation Vs Risk Profile  

Company 
Total Risk 

Score 

Enterprise 

Value/ 

Capacity 

Enterprise 

Value 

(AU$MM) 

Total 

Capacity 

(Mtpa) 

HFR AU* 1.56 95.90 191.8 2.0 

SXX LN 1.86 42.06 210.3 5.0 

AAA CN 1.30  107.76  107.8  1.0  

ELM AU 1.80  78.61  157.2  2.0  

EPO CN 2.00  21.45  60.1  2.8  

WPX CN 1.70  22.35  62.6  2.8  

MAA CN 1.10  147.71  177.3  1.2  

Based on our analysis, Highfield commands a 

premium position compared to its peers, driven 

by attractive characteristics of its Spanish potash 

assets.  
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Value 

The Fair Market Value for Highfield Resources’ shares stands between AU$131.23MM and AU$274.53MM. 

The Fair Market Value for one of Highfield Resources’ publicly traded shares stands between AU$0.97 

and AU$2.03 

Highfield Resources Balance Sheet Forecast 

CONSOLIDATED BALANCE 

SHEET 

all figures in '000 
AU$, unless stated 
differently  

Low bracket 
estimates 

      

                        

year ending June 30 2014E 2015E 2016E 2017E 2018E 2019E 2020E 

Total Current Assets 4,708 5,015 30,883 55,783 58,534 64,396 57,085 

Total Non-Current Assets 29,127 94,938 144,576 229,148 358,742 488,459 640,714 

TOTAL ASSETS 33,835 99,953 175,459 284,931 417,277 552,855 697,799 

Total Current Liabilities 257 257 5,856 11,712 11,712 11,712 11,712 

Total Non-current Liabilities - 40,000 65,000 95,000 128,000 166,400 213,120 

TOTAL LIABILITIES 257 40,257 70,856 106,712 139,712 178,112 224,832 

Total Shareholders’ Equity 33,577 59,696 104,603 178,219 277,564 374,743 472,967 

TOTAL LIABILITIES and EQUITY 33,835 99,953 175,459 284,931 417,277 552,855 697,799 

HFR Comparables   

The Comparable Resources valuation uses peers’ production capacity, project stage and Enterprise value 

to arrive at the fair share valuation for HFR. The peers have been identified on the basis of similar 

commodities and size. 

The valuation is done using regression analysis between the grade of the resource or project stage and 

EV/Capacity of the comparables. We have used the resource grade or project stage depending on the 

correlation factor between the resource grades or project stage and EV/capacity of the peers.  

 Ticker   Company  
Enterprise Value 

(AU$ MM) 
Estimated 

Capacity (Mtpa) 
Estimated 

EV/Capacity 

HFR AU* Highfield Resources 191.8 2.0 95.9 

SXX LN Sirius Minerals 210.3 5.0 42.1 

AAA CN Allana Potash Inc 107.8 1.0 107.8 

MAA CN MagIndustries Corp 177.3 1.2 147.7 

ELM AU Elemental Minerals 157.2 2.0 78.6 

EPO CN Encanto Potash  60.1 2.8 21.5 

Important information on Arrowhead methodology 

The principles of the valuation methodology employed by Arrowhead BID are variable to a certain 

extent, depending on the sub-sectors in which the research is conducted. But all Arrowhead valuation 

researches possess an underlying set of common principles and a generally common quantitative 

process. 

With Arrowhead commercial and technical due diligence, the company researches the fundamentals, 

assets and liabilities of a company, and builds estimates for revenue and expenditure over a coherently 

determined forecast period.  

Elements of past performance such as price/earnings ratios, indicated as applicable, are mainly for 

reference. Still, elements of real-world past performance enter the valuation through their impact on the 

commercial and technical due diligence. 

We have here presented the discounted cash flow estimate approach for FCFE valuation. We have also 

presented here the comparable method valuation based on Enterprise Value per resource of the peers. 
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The blended price achieved using discounted cash flow estimates and resource based valuation is central 

to the methodology applied towards building the fair value bracket as the company has yet not reached 

bankable status and correct estimate of revenue is difficult. The fair value bracket is built on the basis of 

weighted average derived from two methods stated above. 

Arrowhead BID Fair Market Value Bracket 

The Arrowhead Fair Market Value is given as a bracket. This is based on quantitative key variable 

analyses such as key price analysis for revenue and cost drivers or analysis and discounts on revenue 

estimates for projects, especially relevant to projects estimated to provide revenue near the end of the 

chosen forecast period. Low and high estimates for key variables are produced as a valuation tool. 

In principle, an investor comfortable with the high brackets of our key variable analysis will align with 

the high bracket in the Arrowhead Fair Value Bracket, and, likewise, in terms of low estimates. The 

investor will also note the company intangibles to analyze the strengths and weaknesses, and other 

essential company information. These intangibles serve as supplementary decision factors for adding or 

subtracting a premium in investor’s own analysis. 

The bracket should be taken as a tool by Arrowhead BID for the reader of this report and the reader 

should not solely rely on this information to make his decision on any particular security. The reader 

must also understand that while on the one hand global capital markets contain inefficiencies, especially 

in terms of information, on the other, corporations and their commercial and technical positions evolve 

rapidly. This present edition of the Arrowhead valuation is for a short to medium-term alignment 

analysis (one to twelve months). The reader should refer to important disclosures on page 20 of this 

report. 

Information on the Highfield Resources valuation 

Highfield Resources valuation methodology:  The Arrowhead fair valuation for HFR is the blended 

price of the comparable Resource Based Valuation method (RBV) and Discounted Cash Flow Valuation 

Method (DCF). 

Time horizon: The Arrowhead fair valuation for Highfield Resources is based on a DCF method. The 

time period chosen for the valuation is 153 months (2014-2026). While revenue is expected to ramp up 

significantly during 2016-2021, the later years are heavily discounted and have a marginal effect on 

valuation, which are included primarily to present a full project cycle situation. 

Underlying business plan: Highfield is focused on acquisition and development of Spanish potash 

assets located in Ebro basin. It currently aims to advance these projects to production. 

Terminal value: Terminal Value is estimated to depend on a terminal growth rate of 0%, representing 

the maturity, technology change and prospective competiveness in the business. 

Prudential nature of valuation: This Arrowhead Fair Value Bracket estimate is a relatively prudential 

estimate, as it discounts the eventuality of the company acquiring and producing from any projects other 

than its Ebro Basin projects before 2026. 
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Key variables in Highfield Resources revenue estimations 

Variable 1 – Hypothesis for potash production 

Production (Mtpa) 2016-2020 2021-2026 

Low 0.75 1.50 

High 0.85 2.00 

Variable 2 – Potash price 

KCl price (US$/T) 2013 

Low 360 

High 370 

Variable 3 – Cost of production 

Production cost (US$/T) 2013 

Low 190 

High 180 
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Analyst certifications 
 

I, Vishal Pasari, certify that all of the views 

expressed in this research report accurately 

reflect my personal views about the subject 

security and the subject company. 

I, Mohanarangam Purushothaman, certify that all 

of the views expressed in this research report 

accurately reflect my personal views about the 

subject security and the subject company. 

Important disclosures 

Arrowhead Business and Investment Decisions, 

LLC received fees in 2013 from Highfield 

Resources Ltd. for researching and drafting this 

report and for a series of other services to 

Highfield Resources Ltd., including distribution of 

this report and networking services. 

Aside from certain reports published on a periodic 

basis, the large majority of reports are published 

by Arrowhead BID at irregular intervals as 

appropriate in the analyst’s judgment. 

Any opinions expressed in this report are 

statements of our judgment to this date and are 

subject to change without notice. 

This report was prepared for general circulation 

and does not provide investment 

recommendations specific to individual investors. 

As such, any of the financial or other money-

management instruments linked to the company 

and company valuation described in this report, 

hereafter referred to as “the securities”, may not 

be suitable for all investors.  

Investors must make their own investment 

decisions based upon their specific investment 

objectives and financial situation utilizing their 

own financial advisors as they deem necessary. 

Investors are advised to gather and consult 

multiple information sources before making 

investment decisions. Recipients of this report are 

strongly advised to read the information on 

Arrowhead Methodology section of this report to 

understand if and how the Arrowhead Due 

Diligence and Arrowhead Fair Value Bracket 

integrate alongside the rest of their stream of 

information and within their decision taking 

process. 

Past performance of securities described directly 

or indirectly in this report should not be taken as 

an indication or guarantee of future results. The 

price, value of, and income from any of the 

financial securities described in this report may 

rise as well as fall, and may be affected by simple 

and complex changes in economic, financial and 

political factors.  

Should a security described in this report be 

denominated in a currency other than the 

investor’s home currency, a change in exchange 

rates may adversely affect the price of, value of, 

or income derived from the security.  

This report is published solely for information 

purposes, and is not to be considered as an offer 

to buy any security, in any state.   

Other than disclosures relating to Arrowhead 

Business and Investment Decisions, LLC, the 

information herein is based on sources we believe 

to be reliable but is not guaranteed by us and 

does not purport to be a complete statement or 

summary of the available data.  

Arrowhead Business and Investment Decisions, 

LLC is not responsible for any loss, financial or 

other, directly or indirectly linked to any price 

movement or absence of price movement of the 

securities described in this report. 
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Valuation 

WACC    
Risk-free rate 4.0% xvi  

 

 Production 

capacity  

 Commodity 

price  
 Cost of production  

Beta   1.0 xvii  

Risk premium 7.4% xviii  Max 

value 
Please refer to the Key Variable Section Additional Risk Premium 4.0% xix  

Cost of Equity 15.3%   Min 

value Terminal Growth Rate 0.0% xx  

 

FCFE (High) Time Period 0.75 1.75 2.75 3.75 4.75 5.75 6.75 7.75 8.75 

  2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E 

Net cash from operating 

activities 
(1,685) (3,877) 38,869 88,747 110,405 114,248 118,192 216,849 272,366 

Capital Expenditure (4,846) (65,816) (66,979) (112,607) (174,792) (195,778) (241,066) (144,411) (27,000) 

Net Debt Addition - 40,000 25,000 30,000 33,000 38,400 46,720 (106,560) (53,280) 

Free Cash Flow to Equity (6,532) (29,692) (3,110) 6,141 (31,387) (43,130) (76,155) (34,122) 192,086 

Discount Factor 0.90 0.78 0.68 0.59 0.51 0.44 0.38 0.33 0.29 

Present Value of FCF (5,869) (23,135) (2,101) 3,597 (15,944) (18,998) (29,086) (11,301) 55,161 

FCFE (Low) Time Period 0.75 1.75 2.75 3.75 4.75 5.75 6.75 7.75 8.75 

 2014E 2015E 2016E 2017E 2018E 2019E 2020E 2021E 2022E 

Net cash from operating 

activities 
(1,685) (3,877) 31,387 70,870 89,543 93,240 97,036 156,606 192,823 

Capital Expenditure (4,846) (65,816) (66,979) (112,607) (174,792) (195,778) (241,066) (144,411) (27,000) 

Net Debt Addition - 40,000 25,000 30,000 33,000 38,400 46,720 (106,560) (53,280) 

Free Cash Flow to Equity (6,532) (29,692) (10,592) (11,736) (52,249) (64,139) (97,310) (94,365) 112,543 

Discount Factor 0.90 0.78 0.68 0.59 0.51 0.44 0.38 0.33 0.29 

Present Value of FCF (5,869) (23,135) (7,156) (6,876) (26,541) (28,251) (37,166) (31,252) 32,319 

 

In the model, the valuation is continued till 2026 from which point the terminal value is established. For all data see reference table below: 

  

Resource Based Valuation 

 
 

 

Resource Based Valuation 

Value Bracket 
Estimated 

EV/Capacity 
Capacity (Mtpa) 

Value/ Share      
(AU$) 

Target Market Cap 
(AU$MM) 

Low 73.8 1.5 0.82 110.7 

High 95.9 2.0 1.42 191.8 
 

 

ARROWHEAD BLENDED FAIR VALUE BRACKET 
 

Value 
Bracket 

DCF Valuation 
(AU$) 

Comp Valuation 
(AU$) 

Value/  Share      
(AU$) 

Low 1.20 0.82 0.97 

High 2.94 1.42 2.03 

ARROWHEAD FAIR VALUE BRACKET 

  High Low 

Terminal Value (TV) 1,559,934 1,033,678 

Present Value of TV 253,241 167,808 

Present Value of FCF + TV 392,428 155,776 

+ Cash 6,189 6,189 

Equity Value Bracket 398,617 161,964 

Shares Outstanding (in '000) 135,500 135,500 

Fair Value Bracket 2.94 1.20 

Current Market Price 0.40 0.40 

Current Market Capital  54.20 54.20 

Target Market Capital 398.62 161.96 
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