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Highfield Resources Ltd (HFR.ASX)                  

Spanish potash developer getting set to run with the bulls. 
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Event: 

 We initiate on HFR with a BUY recommendation with a price target of $1.10/share. 

 

Investment Thesis: 

 Three 100% owned potash projects covering ~350km
2
 located in the Ebro Basin, 

Northern Spain: In June 2012 HFR acquired, via scrip (including performance 
shares) a portfolio of potash projects in Northern Spain. The brownfield Sierra del 
Perdon and advanced greenfields Javier and Pintano Projects are all located in the 
Ebro Basin, a proven potash producing basin in which four mines have all 
previously operated via decline access and underground mining. A substantial 
amount of historical data was acquired as part of the transaction (incl. 16 holes 
drilled in the 80’s) and HFR have since drilled an additional 18 holes which have 
corroborated the historical information. The Javier Project is the most advanced 
asset within the HFR portfolio, with a JORC resource of 269Mt @ 11.2% K2O 
(17.8% KCI) and a recently released PFS which has demonstrated extremely robust 
metrics including 860ktpa production, ~US$1.1b NPV, IRR ~50%, ~US$300m capex 
(pre production US$250m) and US$162/t FOB C3 opex. A DFS will now commence 
at Javier, with first production expected in 2017. 

 Underground mining via decline access, carries significant advantages over shaft 
and solution mining: HFR is the only ‘non-producer’ of potash we know of that 
that is proposing an underground mining operation at Javier accessed via a 
decline. The majority of other aspiring potash producers globally all require either 
shafts or solution mining to access mineralisation at their deposits, both of which 
are associated with higher capex/opex and technical issues (e.g. potential 
aquifers).  

 Spain a first world country with infrastructure advantages and close proximity to 
key markets in Brazil and Europe: Significant infrastructure is already in place (i.e 
rail and port) which is expected to lead to lower relative capex, opex, enhances 
margins (+US$200/t) and efficiency to market. The location of HFR’s projects in 
Spain and proximity to key market Brazil provides a freight advantage estimated 
at ~US$80/t compared to Canadian producers. Spain is making a concerted effort 
to stimulate their economy given a ~25% unemployment rate, and the recent 
changes to the environmental approval process timelines (reduced from 18 
months to 6 months) is testament to this. 

 Sierra del Perdon and Pintano offer additional optionality/blue sky: Whilst Javier 
is the most advanced project within HFR’s portfolio, the brownfields Sierra del 
Perdon (previously produced 10mt KCI) and greenfields Pintano (which abuts 
Javier, is higher grade but deeper) offer additional optionality for HFR via either 
JV’s, asset sales and/or staged production funded via cash flows. 

 

Recommendation: 

 We initiate on HFR with a BUY and a price target of $1.10/sh, which represents 
over 100% upside to the current share price.  

 One of the key issues for junior resource stories in recent times has been limited 
access to finance. We consider HFR to be differentiated in this instance, given the 
capex competitiveness and robust project economics at Javier. Moreover, HFR’s 
largest shareholder is Owen Hegarty’s specialist private equity resources fund 
EMR Capital (~30% undiluted, ~17% diluted for performance shares), that we 
understand to be very supportive of HFR’s development plans. 

 Our price target (fully diluted) is set in line with our risked DCF and sum of parts 
being $1.09/share, which incorporates a risked (50%) valuation of $360m for 
Javier and subjective total of $100m valuation for Sierra del Perdon and Pintano.  
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OVERVIEW 

 Highfield Resources Ltd (‘HFR’ or the ‘Company’) listed on the ASX in 2011 with an initial 

focus on ex-RIO potash exploration assets (McLarty Project) in the Canning Basin.  

 In June 2013 the Company shifted focus, acquiring a portfolio of 100%-owned potash 

projects in Northern Spain consisting of the brownfields Sierra del Perdon (previously 

produced ~10mt KCI from 1972 - 1996) and the greenfields Javier and Pintano Projects. 

 Consideration for the portfolio consisted of 50m ordinary shares to the vendors together 

with 100m performance shares with milestones as follows: 

 50m issued upon delineation of a JORC Indicated Resource of: 

 150Mt of potash grading at or above 13% K2O; or 

 125Mt of potash grading at or above 14% K2O; or 

 100Mt of potash grading at or above 15% K2O; or 

 75Mt of potash grading at or above 17% K2O; or 

 50Mt of potash grading at or above 20% K2O. 

 50m issued upon a decision to mine and receipt of all relevant approvals to 

construct and operate a 500ktpa mine. 

The vendor of the assets was an entity named KCL, of which HFR Chairman Derek Carter and 

HFR Development Director Pedro Rodriguez (and associates) are major shareholders. As a 

result of the transaction, the two Board members (and associates) between them currently 

own 29% of HFR on a fully diluted basis inclusive of performance shares. 

 

Figure 1: HFR Project Locations – Northern Spain 

 

Source: Highfield Resources Ltd 

 

 

HFR acquired the current 
portfolio of Spanish 
Projects in mid 2012, via 
the issuance of 50m 
ordinary shares and 100m 
performance shares. 

HFR’s projects are located in 
Northern Spain and in close 
proximity to Pamplona, 
where HFR has its head 
office and 15 personnel. 
 
All three projects are 
extremely well positioned in 
respect of existing 
infrastructure and utilities 
(power, water). 
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 Javier is the most advanced project within HFR’s portfolio, with a PFS recently 

released detailing highly robust project economics, as detailed in Figure 2 below. The 

current resource inventory sits at 269Mt @ 11.2% K2O (17.8% KCI), with a higher 

grade component across two potash beds (PAB and P2) totalling 154Mt @ 12.9% K2O 

(20.5% KCI) used as the key input to derive the expected initial mine life of 20 years 

and output of 860ktpa of potash product. 

 

Figure 2: Javier Project Snapshot and PFS Highlights 

Location Northern Spain 

Ownership 100% 

Status PFS 

Current JORC Resource 269Mt @ 11.2% K2O (17.8% KCI) 

First Production H1 CY17 

Production Profile 860ktpa KCI 

Mine life 20 years (initially) 

Capex 
Pre-production US$249.5m 

Total US$308m 

Opex (C3) US$162/t 

2018 forecast EBITDA US$235m 

NPV @ 10% US$1,068m 

IRR 48.4% 

Source: Highfield Resources Ltd 

 

 Importantly, the forecast capex requirements are low (US$375/t of annual 

production vs. global average of US$864/t for non-producers), a function of shallow 

mineralisation commencing at ~300m depth which can be accessed via a decline and 

processed via conventional flotation and existing infrastructure in place with a 

nearby four lane highway leading to a freight rail terminal (operating at 25% 

capacity) that connects with the Port of Bilbao. 

 Moreover, the proximity to key markets in Brazil and Europe places Javier at a 

distinct comparative advantage over Canadian producers (~US$80/t freight and 

logistics advantage into Brazil). 

 

 

 

 

 

 

 

Javier is a near term 
producing potash asset 
with an expected 
underground mining 
operation accessed via a 
decline, with favourable 
access to infrastructure 
and key markets Brazil and 
Europe. 
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Figure 3: Freight Advantage to key markets (Brazil and Europe) 

 

Source: Highfield Resources Ltd 

 

 With C3 costs of US$162/t FOB (incl. 20% contingency), HFR is set to be one of the lowest 

cost potash producers on the planet and reap margins of +US$200/t. At 860ktpa, 

annualised EBITDA will be material at ~US$200m p.a. Global potash producers tend to 

trade on EV/EBITDA multiples of 8-10x EBITDA, implying a potential target EV for Javier 

once fully ramped up of up to $2b, with ~$300-$350m to be raised in equity/debt to get to 

that point. 

 EMR Capital is currently HFR’s largest shareholder, having subscribed for 40m shares in 

April 2013 at an average issue price of $0.25/sh for a $10m investment. The resources 

specialist fund currently owns 29.5% on an undiluted basis and 16.5% on a fully diluted 

basis (accounting for the performance shares). EMR has Board representation with Owen 

Hegarty (EMR Chairman) and Richard Crookes (EMR Investment Director) currently acting 

as HFR Non Executive Directors. HFR is the fund’s first investment in a listed company, and 

from speaking with EMR personnel we consider them to be highly supportive of HFR’s 

plans to become a near term producer. We would expect EMR to be very supportive of 

future financing requirements and not be diluted through any future equity issues. 

 The Board and management of HFR are highly experienced with a proven track record of 

mining operations in Spain and capital markets (important for financing requirements). 

The Board includes Derek Carter (Minotaur, responsible for discovery of Prominent Hill), 

Owen Hegarty (ex RIO and Oxiana) and Richard Crookes (ex Macquarie Metals & Energy). 

We regard Managing Director Anthony Hall very highly for his business development and 

strategy credentials and he is well served by Development Director Pedro Rodriguez, who 

possesses more than 30 years experience in Spanish mining having brought online three 

prior developments into operations (including Trafigura’s current MATSA 2.2mtpa 

underground mine near Seville). The Company’s Head Office is based in Pamplona with 15 

personnel, 14 of whom are locals. Managing Director Anthony Hall relocated from Sydney 

to Pamplona (with three children) in early 2013, which we consider to be a good indicator 

for how highly management regard the assets and the potential for near term 

development/production.    

 

 

 

The estimated capex for 
development at Javier is 
~US$300m, including a 
20% contingency. Given 
the estimated PFS NPV of 
+US$1b and annualised 
EBITDA profile of 
~US$200m p.a., we don’t 
envisage HFR having many 
difficulties raising finance 
(debt and equity) to 
progress the development. 
Cornerstone investor and 
resources specialist fund 
EMR Capital remains 
highly supportive of the 
Company’s strategy. 

HFR will be one of the 
cheapest producers 
delivering into Brazil, the 
world’s largest potash 
consumer. 
 



 
 
 
 
 

 
H I G H F I E L D  R E S O U R C E S  L T D  

 

 

 

23/5/2014                 Level 21, 25 Bligh Street, Sydney | +612 9221 8711 | www.fostock.com.au                                                      5  

 

 The Company’s current cash position is tight at ~$3m following completion of the PFS and 

recently drilling campaign. We expect a further round of equity financing at some stage 

over the next 2-3 months for completion of the DFS at Javier and further drilling/studies at 

Sierra del Perdon and Pintano. As mentioned, we understand EMR Capital remain highly 

supportive of any further equity financing requirements and the next equity issue will 

enable additional institutional investors to ‘get set’ prior to what we believe will be a 

considerable re-rating period over the next 6-12 months as the DFS is progressed and 

development commences. 

 

Figure 4: HFR Share Price Performance since acquiring Spanish Potash Projects (June 2012) 

 

Source: FSB Research, Bloomberg 
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Potential near term equity 
financing provides 
opportunity to 
‘institutionalise’ the 
register prior to re-rating 
period over the next 6-12 
months. 
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JAVIER PROJECT (HFR - 100%) 

Location - Spain 

 The Javier Project covers a total licence area of ~95km2 in Northern Spain, ~60kms 

from Pamplona and ~40kms from HFR’s brownfields Sierra del Perdon Project. 

 Spain has historically been active in gold, base metals and potash mining. Iberpotash, 

a division of Israel Chemicals Ltd (ICL), one of the largest producers of chemical 

fertilizers globally, is currently operating two potash mines in Catalonia at a rate of 

~800ktpa KCI, and expects to ramp up production to >1mtpa of KCI from 2015.  

 Other listed resource companies active in Spain at present include EMED Mining 

(EMED LN; copper), Berkeley Resources (BKY AU; uranium), W resources (WRES LN; 

tungsten),   Trafigura (copper/lead/zinc) and First Quantum (FM CN; copper). 

 With an unemployment rate fast approaching 25%, the Spanish Government is 

making a concerted effort to stimulate the economy and attract investment in the 

hard rock mining industry, fast tracking the time frame for the environmental 

approval process from 18 months to 6 months (introduced in November 2013). 

 The recent granting of a mining licence for Berkeley Resources’ Retortillo/Salamanca 

uranium project, together with the transfer of mining rights for the Rio Tinto Copper 

Project to EMED Mining, reinforces our view that the local governments are 

supportive of mining investment and developments. 

 The fiscal regime is fair with a 30% tax rate, 6% royalty rate on development capex 

‘above ground fixtures’ (no ongoing royalty on revenues) and accelerated 

depreciation regime (enabling depreciation at any rate over 10 years). There is zero 

Government equity participation. 

 According to the 2013 World Bank ‘Ease of Doing Business’ survey, Spain is ranked in 

the top 30% of countries globally and ahead of many other countries investors would 

be used to investing in (particularly Africa).  

 

Figure 5: World Bank Ease of Doing Business Rank (out of 189) 

 

Source: World Bank, FSB Research 
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The recent permitting 
advances for peer Spanish 
mining projects (Berkeley 
and EMED) has positive 
implications for HFR’s 
proposed development at 
Javier. 
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Geology, Drilling and Resource Status 

 Javier is located within the Ebro Basin, a proven potash producing basin in which four 

previous mines have been developed and operated (including Sierra Del Perdon). 

 The mineralisation appears as shallow sylvinite, starting at less than 300m in depth and 

distributed across four principal beds averaging 3-5m in thickness, ideal for underground 

conventional mining via room and pillar and accessible via a decline. Moreover, halite 

(rock salt) in the hanging and foot walls provides for competence in mining operations. 

 HFR was fortunate to get access to significant data at the time Javier was acquired, with 10 

historic holes having been drilled during the 80’s together with additional seismic work. 

HFR has since drilled a further 9 holes, growing the resource and reinforcing 

management’s belief that the mineralisation can be mined via underground operations 

and accessed via a decline.  No aquifers have been identified across any of the 19 holes 

drilled to date. 

 Recent drilling indicates potash mineralisation extends into the south east of the Javier 

Project area.  A seam measuring 4.5m at a depth of less than 300m indicates continuity for 

more than 5kms from historic drilling. This hole is being prepared for assay and is 

therefore not included in the current JORC resource detailed overleaf.   It is also not 

included in the PFS, providing upside through the DFS phase. 

 

Figure 6: Javier drilling and seismic 

 

Source: Highfield Resources Ltd 

 

 

 

 

 

 

 

 

Mineralisation at Javier 
appears as sylvinite, with 
potash bearing beds 
averaging 3-5m in 
thickness and commencing 
at less than 300m in depth. 

Recent drilling has 
indicated a potential strike 
of more than 5kms 
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 HFR recently upgraded the Javier JORC resource as part of the PFS work, increasing the 

tonnage from a previously Inferred JORC of 163Mt of sylvinite @ 10.9% K20 (17.3% KCI) to 

an updated resource of 269Mt of sylvinite @ 11.2% K20 (17.8% KCI). The updated JORC 

includes 157Mt @ 11.3% K20 (18% KCI) in the Measured and Indicated categories. 

 The JORC resource is a result of HFR’s recent drilling campaign which consisted of eight 

holes drilled between September 2013 and March 2014. Agapito Associates Inc, an 

independent geology and mining consultant, was responsible for the JORC resource work. 

 

Figure 7: Javier JORC Resources – 2 May 2014 

 

Source: Highfield Resources Ltd 

 

 Drilling during H2 CY14 at Javier will focus on testing the eastern extensions further, as 

well as infill drilling required for completion of the DFS. The program will include a further 

12 holes to be drilled. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The current JORC at Javier 
is 269Mt of sylvinite @ 
11.2% K20 (17.8% KCI). 
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Operations  

 HFR’s primary objective is to fast track development at Javier. 

 The Company recently released the long-awaited PFS, delayed due to earlier than 

expected drill results which have since been incorporated into the updated JORC and PFS. 

 The delay was worth the wait, with an indicative NPV of ~US$1.1b, IRR of almost 50%, 

capex of ~US$300m (inclusive of a 20% contingency) and C3 opex of US$162/t FOB 

(inclusive of 20% contingency).  

 It is envisaged that output will ramp up to ~860ktpa of potash commencing in H1 2017, 

with a granular and standard product to be produced destined for Brazil and Europe 

(50/50).  Given the project’s location and proximity to key markets, Javier is expected to 

be one of the lowest cost producers on the planet, and will enjoy +US$200/t margins on 

860ktpa output. 

 Processing will take place via conventional flotation circuits (throughput ~4.7mtpa), the 

most commonly used processing route for potash production globally. Given the minimal 

carnallite mineralisation at Javier, there will be no need to include an additional processing 

step to remove the magnesium. Met test work completed as part of the PFS has 

demonstrated likely recoveries of ~85%. 

 The consultant HFR used for the PFS was Spanish engineering specialists IDOM, who are 

very experienced with potash mining/developments in Spain. IDOM acted as the prime 

contractor for the expansion of Iberpotash’s operation in Cataluña, located in the same 

potash basin as Javier. 

 

Figure 8: Javier PFS Highlights 

Mining inventory 154Mt @ 12.9% K20 (20.5% KCI) 

Mining type Underground accessed via a decline, room and pillar 

Plant throughput 4.7mtpa 

Processing Conventional flotation 

Recovery 85% 

First Production H1 CY17 

Production Profile 860ktpa  

Mine life 20 years 

Capex 
Pre production US$249.5m 

Total US$308m 

Opex  FOB Bilbao (C1) US$144.6/t 

Opex  FOB Bilbao (C3, all in) US$162.5/t 

Received potash price (net) Range from US$411/t – US$438/t 

2018 EBITDA (once ramped up) US$235m 

NPV @ 10% US$1,068.3m 

IRR 48.4% 

Source: FSB Research, Highfield Resources Ltd 

Javier is expected to be 
one of the lowest cost 
producers on the planet, 
enjoying margins of 
+US$200/t on 860ktpa 
output. 

The consultant that HFR 
used for the PFS, IDOM, is 
highly experienced in 
Spanish potash 
developments and 
operations, having just 
recently acted as the prime 
contractor for Iberpotash’s 
expansion in Cataluña. 
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Figure 9: Peer Comparison – Operational and Economic Parameters (non producers) 

 

 

Source: FSB Research, Company Filings 

 

Figure 10: Peer Comparison – Capex Intensity (non producers)  

 

Source: FSB Research, Company Filings 

 

 Mining at Javier will be underground operations and accessed via a decline. This is another 

key advantage for HFR and what differentiates the Project from many of the other aspiring 

potash producers who have far deeper mineralisation requiring either solution mining 

(higher capex/opex and potential aquifer issues) or shaft (expensive, takes longer to build 

and carries more risk than decline). 

 Indeed, HFR is the only ‘non-producer’ of potash that we know of proposing to mine via a 

decline and again we stress that the prior four potash mining operations in Spain have all 

been accessed via decline (including Sierra del Perdon). 

 

 

 

 

 

COMPANY LOCATION
TARGET PRODUCTION 

(Mtpa)

CAPEX ESTIMATE 

($m)

C3 OPEX ESTIMATE 

(US$/t)

CAPEX INTENSITY 

(US$/tpa)

WESTERN POTASH CANADA 2.80 3,662 239.90 1,308

ENCANTO CANADA 2.80 3,178 258.80 1,135

KARNALYTE CANADA 2.13 2,225 281.70 1,047

PASSPORT USA 2.50 1,950 196.90 780

ELEMENTAL DRC 2.00 1,850 154.60 925

SOUTH BOULDER ERITREA 2.00 1,514 269.20 757

MAG INDUSTRIES DRC 1.20 1,270 200.10 1,058

PROSPECT G USA 1.30 826 226.40 635

ALLANA ETHIOPIA 1.00 642 172.10 642

HIGHFIELD SPAIN 0.86 308 162.48 358

AVERAGE 1.86 1,742 216.22 864.50
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Declines access is the 
preferred approach to 
underground potash mining 
(vs. shaft or solution). 

Javier is a standout when 
compared with non-
producer peers, both on a 
capex intensity and opex 
basis. 
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Figure 11: Virtual image of Javier Plant and Decline 

 

Source: Highfield Resources Ltd 

 

 Javier is well placed in respect of access to electricity and water. A substation at Sanguesa 

with 60MW capacity is within 7kms of the proposed plant site. The PFS indicates an 

electricity requirement for 40MW. Furthermore, a reservoir that collects water melting off 

the nearby Pyrenees is located within 5kms from the plant site. 

 Pamplona is located within 60kms of Javier and it is expect that 1,200 people will be 

employed during the project development phase, highlighting the strategic importance of 

Javier for a country that currently has an unemployment rate of ~25%. 

 A DFS is expected early 2015 prior to development and ultimately first production in H1 

2017.  

 The Company’s longer term objective is to delineate sufficient resources to build a larger 

scale mine extending to >20yrs and ~2mtpa KCI. 

 

 

 

 

 

 

 

 

 

Javier is well placed in 
respect of nearby utilities 
(electricity and water). 
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Infrastructure 

 In the majority of cases, companies with ambitions to produce and export bulk 

commodities are required to commit large amounts of capex for their respective projects 

given the lack of existing rail and port infrastructure, particularly in undeveloped/3rd world 

countries. Hundreds of kilometres of rail will be required to be built in some instances (e.g 

Africa) to transport the commodity to coasts where new ports will be required for 

shipping.  

 In our view, infrastructure remains the primary risk for many bulk commodity projects 

getting off the ground and one of the main reasons we like HFR’s flagship Javier Project. 

The Project is well located next to a national highway (four lanes and 120mph) that 

connects with a rail freight terminal 50kms away at Noain, adjacent to Sierra del Perdon. 

The rail terminal is only operating at 25% capacity. HFR is confident of receiving an 

allocation to rail up to 2mtpa of potash product to the Port of Bilbao. The Company is in 

advanced discussions with the rail and port authorities in respect of a binding agreement, 

expected to materialize through the DFS phase. 

 

Figure 12: Dual lane highway and freight terminal 

 

Source: Highfield Resources Ltd 

 

Figure 13: Port of Bilbao 

 

Source: Highfield Resources Ltd 

Javier is within 7kms of a 
dual lane highway which 
leads to a rail freight 
terminal and onwards to 
Port Bilbao. 
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 The distance from Bilbao (Spain) to key market Brazil (Salvador) is ~5,000nm and takes 22 

days. This compares with 9,000nm and 40 days from Canada to Brazil. This equates to 

almost US$80/t in freight/logistics advantage for HFR over the peer Canadian potash 

producers, and is one of the key advantages for HFR and Javier.  

 

Figure 14: Location advantage over Canadian Potash Producers almost US$80/t 

 

Source: Highfield Resources Ltd 

 

Approval Process 

 Spanish permits are generally classified into three categories as follows: 

1. Exploration Permit (PE): desk top studies; 

2. Investigation Permit (PI): drilling; and 

3. Mining Concession: mineral extraction lasting for 30 years. 

 The Javier Project comprises four permits in Goyo, Fronterizo, Muga and Vipasca. The first 

three have all been granted an Investigation Permit, necessary for drilling. The application 

for Vipasca was submitted in late 2013 and is expected to be issued in 2014. The PFS work 

primarily considers the Goyo and Fronterizo permit areas. 

 In order to be granted a mining concession, the key approval required is environmental, 

which commences with the submission of a ‘Memoria Resumen’. This is essentially a short-

form EIS (and initiates the environmental admin process), prior to the lodgment of a full 

EIS at the same time as the mining concession application. HFR intends to lodge the 

Memoria Resumen in Q2 CY14, and the full EIS/mining concession application in Q3 CY14. 

 In November 2013, the Spanish Parliament introduced new legislation which has reduced 

the environmental approvals timeline down to 6 months (from previously 18 months).  

 

 

 

 

 

 

Canadian potash deposits 
tend to have higher grades 
than Javier, but they need 
them to counter for the 
additional ~$80/t in 
transport/freight charges 
to key customer Brazil. 

The EIS and mining 
concession is expected to 
be lodged in Q3 CY14. 
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Javier Financials and Valuation 

 We have modelled the planned operations at Javier, with key inputs derived from the PFS.  

 Our forecast operational parameters and financials for Javier are highlighted in Figure 16 

overleaf. In summary: 

- We expect production to commence in H1 CY17 following receipt of a mining 

licence in 2015 and development through 2015/2016. 

- We estimate capex to be US$300m with key components being underground 

development (US$50m), process plant infrastructure (US$160m), 

utilities/logistics (US$25m) and the EPCM (US$20m) contract. 

- All in operating costs (C3) of ~US$162/t FOB comprise US$42/t mining, US$38/t 

processing, US$22/t transport, US$13/t G&A and US$18/t depreciation. A 

US$20/t contingency has also been applied. No ongoing royalties are paid in 

Spain. 

- In respect of infrastructure, it is assumed that output will be hauled 7kms on an 

upgraded bitumen road and then 43kms on a dual-lane highway to the rail 

freight terminal ~50kms away, then railed to the Port of Bilbao. The PFS has 

estimated the upgrade to the port facilities to cost ~US$9m and 7km haul road 

to cost ~US$1m. 

- It is expected that 50% of the product will be sold into Brazil and the remainder 

into Europe, with a sales commission of 5%. Brazil has imported on average 

~8mtpa potash over the last three years, and Europe (France, Spain and 

Portugal) have averaged ~1mtpa.  

- We have assumed a flat-line potash price of US$380/t (real), a blend of CIF 

Europe and CFR Brazil net of Brazil shipping and sales commission. This 

compares with HFR’s assumptions of ~US$411/t – US$438/t used for the PFS (as 

supplied by consultant Integer).  

- For the purposes of valuation, we assume HFR retains 100% project ownership. 

- Our unrisked NPV10 for Javier is $720m. We have risked this valuation by 50% to 

account for timing, funding, infrastructure and commissioning risks. 

 

Figure 15: HFR Assumed Price Assumptions (source: Integer) 

 

Source: Highfield Resources Ltd 



 
 
 
 
 

 
H I G H F I E L D  R E S O U R C E S  L T D  

 

 

 

23/5/2014                 Level 21, 25 Bligh Street, Sydney | +612 9221 8711 | www.fostock.com.au                                                      15  

 

 

Figure 16: FSBe Javier Operational and Financial Summary 

 

Source: FSB Research 

 

Figure 17: FSBe Free Cash Flow Profile   Figure 18: FSBe Net cash/(debt) profile 

 

 

 
Source: FSB Research  Source: FSB Research 

 

 

2014 2015 2016 2017 2018 2019 2020

Assumptions

KCI received price (US$/t) $380 $380 $380 $380

AUD:USD $0.90 $0.90 $0.90 $0.90 $0.90 $0.90 $0.90

KCI Production (ktpa)

Javier 430 860 860 860

TOTAL (ktpa) 0 0 0 430 860 860 860

C1 costs (US$/t) 145 145 145 145

Cash Flow (US$m)

Revenue 0.0 0.0 0.0 163.4 326.8 326.8 326.8

Opex 0.0 0.0 0.0 62.4 124.7 124.7 124.7

Corporate 7.5 7.5 7.5 7.5 7.5 7.5 7.5

Depreciation (over 4 years) 75.0 75.0 75.0 75.0

Tax (30%) 5.6 35.9 35.9 35.9

OPERATING CASH FLOW -7.5 -7.5 -7.5 88.0 158.7 158.7 158.7

Capex/dril l ing/DFS:

DFS/dril l ing 15.0 10.0

Development 100.0 200.0

Sustaining (2.5%) 7.5 7.5 7.5 7.5

INVESTING CASH FLOW 15.0 110.0 200.0 7.5 7.5 7.5 7.5

Equity raised 30.0 100.0

Debt drawdowns 225.0

Debt repayments 75.0 75.0 75.0

FINANCING CASH FLOW 30.0 325.0 0.0 -75.0 -75.0 -75.0 0.0

EBITDA (US$) -7.5 -7.5 -7.5 93.6 194.6 194.6 194.6

EBITDA (A$) -8.3 -8.3 -8.3 103.9 216.2 216.2 216.2

FREE CASH FLOW (US$) -22.5 -117.5 -207.5 80.5 151.2 151.2 151.2

FREE CASH FLOW (A$) -25.0 -130.6 -230.6 89.4 168.0 168.0 168.0

CUMULATIVE FREE CASH FLOW (A$) -25.0 -155.6 -386.1 -296.7 -128.7 39.4 207.4

NPV (A$m) 719.5

Balance sheet ($m)

Movement in net cash 7.5 207.5 -207.5 5.5 76.2 76.2 151.2

Cash (start) 6.0 13.5 221.0 13.5 19.0 95.2 171.4

Cash (end) 13.5 221.0 13.5 19.0 95.2 171.4 322.6

Debt (start) 0.0 0.0 225.0 225.0 150.0 75.0 0.0

Debt (end) 0.0 225.0 225.0 150.0 75.0 0.0 0.0

Net cash/(debt) 13.5 -4.0 -211.5 -131.0 20.2 171.4 322.6
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 There remains significant upside to our valuation (in excess of the lowering of risk factors 

as HFR progress with funding, infrastructure solutions, etc) given we are yet to factor in 

any output from the nearby Pintano deposit, which abuts Javier. Conceptually, HFR could 

look at developing Pintano via Javier cash flows (i.e minimising dilution), and processing 

ore at a centralised plant. This could see output lift to ~2mtpa across the two projects in 

the medium-long term. There also remains the potential to receive by product credits 

from the sale of salt, which is yet to be factored into our valuation (or the PFS outcomes). 

 

SIERRA DEL PERDON AND PINTANO ADDITIONAL BLUE SKY 

 Whilst Javier remains the focus and is the most advanced project within the HFR portfolio, 

we consider both Sierra del Perdon and Pintano to offer considerable ‘blue sky’. We 

expect value to be created via either JV’s, assets sales and/or staged developments funded 

via Javier cash flows. 

 Pintano in particular offers considerable upside, given it abuts Javier and appears to be 

higher grade, albeit at greater depths of ~500m – 1,200m. Pintano has a current JORC 

Inferred resource of 187mt of sylvinite @ 11.2% K2O (17.8% KCI), which covers less than 

10% of the Pintano project area, has an average bed thickness of ~7m and is based upon 

four historic drill holes. An exploration target has been established totalling 306mt – 

338mt @ 9.1% K2O (14.4% KCI) - 14.1% K2O (22.3% KCI). An eight hole drilling program 

recently commenced to test and build upon historical information. Mineralisation is open 

to the northeast, southeast and south-southwest due to lack of drilling and demonstrates 

the potential resource upside. 

 The Sierra del Perdon Project produced ~10mt of KCI between 1972 – 1997 (~400ktpa) and 

was owned and operated by the regional administration. It was shut in 1996 due to it 

being a marginal operation when the potash price was ~US$100/t. Importantly, mining 

was conducted via underground operations, accessed via three declines and processed via 

flotation circuits. There remain large areas of mineralisation at Sierra del Perdon which are 

yet to be mined and we are expecting a JORC Measured and Indicated resource to be 

released in H2 CY14, following a review of historic drill data and completion of the current 

drill program, with five holes already complete. A Scoping Study will then be completed. 

 

WORK PROGRAM 

 Regular news flow is expected over the next 12 months which should continue to ‘re-rate’ 

the stock, including completion of the DFS and progress on environmental and mining 

approvals, expected by mid 2015. A further development round of finance will likely be 

required in H1 CY15, although we believe there is likely to be interest from potential off-

take partners to secure supply.  

 

Figure 19: HFR work program and timeline 

 

Source: Highfield Resources, FSB Research 

 

Key Activities Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Javier PFS

Javier DFS

EIA and Mining Concession

Financing

Development

First production

2014 2015 2016 2017

Sierra del Perdon and 
Pintano are currently 
subject to further drilling 
in an effort to create value 
via either JV’s, asset sales 
and/or staged 
developments. 

EIS and mining licence 
expected to be lodged in 
Q3 CY14, development to 
kick off H2 CY15. First 
production 15 months 
thereafter. 
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NYSE-LISTED INTREPID POTASH ILLUSTRATES VALUATION UPSIDE 

 Intrepid Potash (IPI US), listed on the NYSE, provides an appropriate comparable to HFR 

and the Javier project, albeit 3-4 years more advanced. 

 IPI produces ~870kt of MOP annually across five projects in Mexico and Utah, with the 

flagship Carlsbad West accounting for >50% of output.  

 Carlsbed West is an underground conventional mine with an average grade of `11.5% K2O 

and recovery of 72%.  

 Significantly, IPI earns a greater margin than potash producing peers Potash Corp, Mosaic 

and Agrium given all their output is sold domestically (i.e no freight charges).  
 

Figure 20: Intrepid Potash Net Realized Sales Price Advantage 

 

Source: Intrepid Potash 

 

 IPI trades on the NYSE with a market cap of ~US$1.3b and trades on an FY14 EV/EBITDA of 

~17x (Bloomberg consensus). 

 

 

 

 

 

 

 

 

Intrepid Potash are currently 
a US$1.3b market cap 
company listed on the NYSE 
and delivering similar 
financial metrics and KCI 
output to what Javier is 
expected to deliver. 
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COMPANY VALUATION AND PRICE TARGET 

Risked Discounted Cash Flow (DCF)/Sum of Parts - $438m, $1.09/share 

Price Target - $1.10/share 

 Our HFR price target of $1.10/share is in line with our consolidated DCF/sum of parts 

valuation being $438m. 

 We have risked the Javier valuation by 50% to account for timing, funding, infrastructure 

access and commissioning risks. 

 We ascribe a subjective $100m valuation for the exploration upside and Pintano and Sierra 

del Perdon Projects. This represents just 25% of the risked valuation of Javier, which we 

acknowledge is very conservative. 

 In respect of financing/dilution, we have assumed a total of 162.5m new shares (~400m 

fully diluted) are issued over the course of the next 12 months to raise a total of ~$130m 

(average price of $0.80/sh) and $225m in debt to enable completion of DFS and then 

development for first production in 2016. This amount of finance will also enable work to 

continue at Pintano and Sierra del Perdon (drilling and studies), and is inclusive of a 20% 

capex contingency. We understand the Company has already received strong interest from 

European banks in respect of debt finance, which is not surprising given the robust project 

economics and payback profile. In respect of the equity component, we have discussed 

with EMR Capital at length their intentions in respect of follow on support, and their 

response has been extremely positive and we would not expect them to be diluted. 

 Based on the Intrepid Potash comparable and fast-forwarding 3 years to 2018 when Javier 

is fully ramped up and delivering +$200m EBITDA, we can also simplistically generate an 

unrisked equity value of +$2b based on 10x EBITDA (significant discount to IPI trading 

multiple). This equates to +$5/sh on a fully diluted basis, and highlights the tremendous 

upside. 
 

Figure 21: Valuation Summary 

  

Source: FSB Research 

 

 

 

 

 

 

 

DCF VALUATION ANALYSIS EBITDA MULTIPLE VALUATION ANALYSIS

Javier (100%) - unrisked 719.5 Target multiple 10.0

Javier (100%) - risked by 50% 359.7 FSBe 2018 EBITDA 216.2

Net cash/(debt) 3.0 Target Enterprise Value 2,162.2

Exploration (Pintano and Sierra del Perdon) 100.0 2018 pro-forma net cash/(debt ) 20.2

Corporate costs -25.0 Exploration (Pintano and Sierra del Perdon) 100.0

Target Equity Value 437.7 Corporate costs -25.0

Shares on issue Target Equity Value 2,257.4

Current FPO 135.5 Shares on issue (m)

Performance 103.0 Current FPO 135.5

Equity financing (total of $130m @ an average of $0.80/sh) 162.5 Performance 103.0

Pro-forma shares on issue 401.0 Equity financing (total of $130m @ an average of $0.80/sh) 162.5

Valuation/sh $1.09 Pro-forma shares on issue 401.0

Target price/sh $1.10 Target price/sh $5.63

We expect ~$350m in 
finance to be raised over 
the next 12-18 months to 
bring Javier into 
production. Debt finance is 
expected to be readily 
available, minimizing 
dilution to ~500m FPO 
shares post financing. 
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RECOMMENDATION 

 We initiate on HFR with a BUY and a price target of $1.10, which represents over 100% 
upside to the current share price.  

 One of the key issues for junior resource stories in recent times has been limited access to 
finance. We consider HFR to be differentiated in this instance, given the capex 
competitiveness and robust project economics at Javier. Moreover, HFR’s largest 
shareholder is Owen Hegarty’s specialist private equity resources fund EMR Capital (~30% 
undiluted, ~17% diluted for performance shares), that we understand to be very supportive 
of HFR’s development plans. 

 Our price target (fully diluted) is set in line with our risked DCF and sum of parts being 
$1.09/share, which incorporates a risked (50%) valuation of $360m for Javier and subjective 
total of $100m valuation for Sierra del Perdon and Pintano.  
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BOARD AND KEY MANAGEMENT PERSONNEL 

Derek Carter (Non Executive Chairman) 

 A geologist with over 40 years experience in exploration and development, including nearly 20 years in management 
of ASX listed exploration companies. 

 Previously the Managing Director of ASX listed Minotaur Resources from its inception in 1993 to 2010. Currently 
serves as Chairman. 

 He is also Chairman of Petratherm Ltd, Non Executive Director of Blackthorn Resources Ltd and is a Director of Mithril 
Resources Ltd, all of which are listed on the ASX. 

 Anthony Hall (Managing Director) 

 A qualified lawyer and company secretary with close to 20 years commercial experience in venture capital, risk 
management, strategy and business development. 

 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 (Development Director) 

 A geologist with over 30 years experience in mining services in Spain. 

 Has worked for six international mining companies including Billiton International, Navan-Almagrera and Newmont. 

 Has overseen three mining developments and operations in Spain, and was one of the vendors of the potash projects 
into HFR. 

Richard Crookes (Non Executive Director) 

 A geologist with more than 25 years experience in the resources and investments industry. 

 Currently an Investment Director with EMR Capital, a 29.5% shareholder in HFR. 

 Previously an Executive Director in Macquarie Bank’s Metals Energy Capital Division and Chief Geologist and Mining 
Manager of Ernest Henry Mining (now Xstrata). 

Owen Hegarty  (Non Executive Director) 

 A mining executive with 40 years experience in the global mining industry, including 25 years with Rio Tinto where he 
was Managing Director of Rio Tinto Asia and Managing Director of the Group’s Australian copper and gold business. 
Was the founder and CEO of Oxiana Limited (now OZ Minerals Limited). 

 Currently Executive Vice Chairman of Hong Kong listed G Resources Limited and Executive Vice Chairman of CST 
Mining Group Limited. 

 A Non-Executive Director of Fortescue Metals Group Limited, a Non-Executive Director of Tigers Realm Coal, the 
AusIMM, a member of the South Australian Minerals and Petroleum Experts Group, and a director of the WA based 
Mining Hall of Fame Foundation. 

 Currently Chairman of Tigers Real Minerals and EMR Capital, a 29.5% shareholder in HFR. 

John Claverley (General Manager) 

 A professional engineer with over 30 years experience in major construction and infrastructure projects across 
Europe. 

 Has worked for more than 20 years in Spain in a design, project management and Enterprise Management capacity 
for international firms in the construction and infrastructure sector. 
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RISKS 

Received Price 

 Lower assumed potash prices would impact adversely on our Javier valuation. Commodity prices are influenced by 
numerous external factors such as supply/demand economics, interest rates, global consumption expectations and 
speculative investors. 

 Risks also relevant to received price include higher freight rates and/or product discounts. 

Development and Funding 

 Our modelling and valuation assumes the successful development and funding of Javier. The Project still requires 
significant funding from debt and/or equity markets for development. We assume a US$300m financing will take 
place in through 2014/2015 to fund the development of Javier and be sourced from both debt and equity markets. 

Infrastructure 

 HFR are in advanced discussions with authorities in respect of using the rail and port facilities at Bilbao. The 
successful development and export of potash from Javier is contingent upon a binding agreement being put in place 
in respect of both the rail and the port. Otherwise the valuation may be negatively impacted due to higher 
opex/capex. 

Resource/Reserve Growth 

 The current Javier resource is 269Mt. Whilst exploration techniques employed to date have highlighted the high 
prospectivity of the region with expected strong resource growth, our valuation of Javier assumes adequate reserves 
such that a 860ktpa KCI operation can begin in 2017. Should exploration not be successful in proving up adequate 
reserves and resources, our mine life and valuation of Javier will be negatively impacted. 

Operational, Opex and Capex 

 Lower than expected grades and recoveries would negatively affect forecast production levels. 

 Increases in the opex and/or capex at Javier would have a negative impact on the project valuation. 

 We recognise that the current figures factor in 20% contingency, which we regard as prudent given the PFS stage of 
the Project. 

Project Delays 

 Delays to the proposed project schedule (e.g delay in receipt of mining licence and/or project funding) will result in 
delayed cash flows and a reduced valuation of the Javier Project.  

 

 

 

 

 

 

 

 

 

 



 
 
 
 
 

 
H I G H F I E L D  R E S O U R C E S  L T D  

 

 

 

23/5/2014                 Level 21, 25 Bligh Street, Sydney | +612 9221 8711 | www.fostock.com.au                                                      22  

 

APPENDIX – POTASH 101 

Overview 

 What is Potash? Potash is a generic term used to describe a variety of mined minerals and 

manufactured chemicals that contain potassium, a key input for fertilizer. Potash plays a 

critical role in the regulation of plant physiological functions. It strengthens cell walls, aids 

in water retention, improves disease resistance and boost nitrogen and phosphate 

absorption. Enhancing these functions results in improved plant quality and increased 

yields. 

 Potash Geology. The dominant potash in the market is the compound potassium chloride 

(or ‘KCI’), a naturally occurring pink, salty mineral. Most of the world reserves of potassium 

were deposited as sea water from ancient inland oceans evaporated, and the potassium 

salts crystallized into beds of potash ore. KCI ore deposits are located deep underground 

and are mined using conventional mining techniques or solution mining for the deeper 

mineralisation. 

 The primary potash-bearing ore is sylvinite, which is made up of sylvite and halite. It is the 

most desirable ore due to its high KCl ranging from 15-40% content and the relative ease 

with which it can be extracted under standard conventional flotation or solution mining 

(depending upon the depth of the deposit). Almost 80% of global KCI is found in 

conventional underground mines (source: Potash Corp). 

 Carnallite is another potash-bearing ore, primarily composed of carnallite and halite. The 

main difference between sylvinite and carnallite, with respect to potash production, is that 

carnallite contains magnesium which is an impurity in the product and typically has much 

lower grading than sylvinite.  Carnallite deposits generally range between 10-17% KCI 

content, the mineralisation occurs between depths of 800-1,500m and is extracted through 

solution mining. 

 Potash deposits are differentiated the same way as other ore deposits on the basis of 

tonnage and grade expressed as (% KCI). As a point of clarification there are two 

conventions to express the grade of potash deposits. United States Geological Survey 

(USGS) publishes data for potash on the basis of its potassium oxide content (K20), however 

most potash is mined as potassium chloride (KCI). As a rule of thumb to convert tonnes of 

K20 to tonnes of KCI multiply by 1.6. 

 BHP’s bid for Potash Corp places potash on investor’s watchlist. BHP Billiton’s previously 

failed US$39b hostile takeover in 2010 for Potash Corporation of Saskatchewan highlighted 

the strategic importance of the commodity to the majors and was the catalyst for 

heightened investor awareness of the potash sector.  

 Strategic resource leveraged to the global population growth. The long term dynamics of 

the commodity are favourable with demand supported by growth in population, decrease 

in available arable land and increasing wealth in emerging nations. Supply remains 

concentrated with high barriers to entry. The strategic value of the commodity highlights 

the corporate appeal should an economic project be established. 

 

 

 

 

Sylvinite and Carnallite are 
the primary potash bearing 
ores. Deposits are 
differentiated based on 
tonnage and grade (KCI%). 

Potash deposits are mined 
through conventional 
underground mining 
techniques or solution 
mining for deeper deposits. 
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Production Process 

 Potash is commercially mined through two methods, conventional underground mining and 

solution mining. The geology of the deposit dictates what method is best suited for 

resource extraction. Conventional mining methods have a depth limitation, once potash 

reserves are deeper than 1,200 meters, solution mining must be employed. Key parameters 

in deciding whether to use solution mining are thickness of mineralisation, grade of the 

potash bed, depth of the mineralisation, presence of faults and dip of potash beds.  

 Standard open-cut mining is not currently used in any major potash deposit globally given 

the typical depths of a deposit.  

 

Supply and Demand 

 Potash demand driven by growth in global agricultural output. Potash demand is driven by 

the developing and populous nations of India, China and Brazil. 91% of the world's potash 

supply is used in fertilizers, while the balance is used for feed supplements and industrial 

production.  

 

Figure 22: Potash usage  

 

Source: Potash Corp 

 

 There are two key drivers for demand from emerging nations, firstly a growing population 

resulting in more food consumption and secondly a rising level of income has led to 

demand for better foods especially in meats, which results in increase demand on grains 

and feed for livestock. 

 Global population is rising by about 75m every year (source: Potash Corp), and as a result 

more food must be produced to feed us all.  

 The charts overleaf highlight the positive dynamics for the sector. The growth in population 

combined with a reduction in arable land and dietary changes in growing economies (China, 

Brazil, and India) are all expected to lead to ongoing demand and price growth. 

 

 

 

 

More food must be 
produced to feed a 
growing population, 
driving demand for potash 
as the key input into 
fertiliser.  
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Figure 23: World Population Growth 

 

Source: Potash Corp 

 

Figure 24: Hectares of Arable Land per person 

 

Source: Intrepid Potash 

 

Figure 25: World GDP per capita 

 

Source: Potash Corp 

Global population is rising 
by about 75m every year, 
with less arable land 
available as urbanisation 
continues. More food must 
be produced to feed us all. 
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 High barriers to entry. Although there are many consumers, only 12 countries produce 

potash. Canada, Russia and Belarus together account for almost 90% of global reserves. 

Almost 35% of global capacity is found in the Canadian province of Saskatchewan.  

 

Figure 26: World Potash Reserves 

 

Source: Potash Corp 

 

 Due to the geological concentration of potash deposits and the capital required to mine at 

considerable depths, it represents a significant barrier of entry for new market participants. 

Potash Corp estimates the cost of a typical greenfields project to be upwards of CAD$6b. 

 

Figure 27: Estimated greenfields potash capital costs 

 

Source: Potash Corp 
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 Seaborne trade typically accounts for ~75% of potash demand, with most of the largest 

consumers in Asia and Latin America accounting for little in the way of production. 

 

Figure 28: World Potash Production and Demand 

 

Source: Potash Corp 

 

 Production and supply of potash is concentrated. Six of the largest potash producers 

(Potash Corp, Mosaic and Belaruskali, ICL, Silvinite, Uralkali) account for over 60% of global 

capacity.  

 

Figure 29: World Potash Producer Profile 

 

Source: Potash Corp 

 

 

 

Potash industry is highly 
centralised with the 6 
largest producers 
accounting for more than 
60% of production. 

The largest net importers 
of potash are Latin 
America, Asia and Europe. 
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 Canpotex and Belarusian Potash Company (BPC) control marketing. The two key suppliers 

globally are Canpotex (comprising the Canadians Potash Corp, Mosaic and Agrium) and BPC 

(comprising Belaruski and Uralkali). Uralkali recently left the BPC marketing JV, chasing 

volumes over prices, which had the effect of putting downward pressure on the potash 

price. 

 Potash pricing depends on a number of factors, including the geographical market and 

delivery basis (FOB or CFR), prices operate on both a spot and contract basis. China, which 

accounts for ~20% of the seaborne market, has indicated a desire to base pricing on a spot 

in recent times. 

 We expect the break-up of the Russian cartel to be remedied in due course and that potash 

prices will continue to rise. In any event, the robust economics at Javier will ensure strong 

margins are achieved. 

 

Figure 30: Potash spot price (Vancouver FOB reference US$/t) 

 

Source: Bloomberg 

 

Recent M&A 

 The large diversified miners such as Vale and BHP are both relative new comers to the 

potash sector; however they both have ambitions to become major players through 

acquisition and development. BHP Billiton is on record saying it wants to be a "major" 

player in the potash industry within the next decade, labelling the commodity a possible 

‘fifth pillar’ in its diversified portfolio. This is supported by its previously failed US$39b 

takeover of Potash Corp and commitment to its own Jansen Project development 

(Saskatchewan), which has an expected output of 10mtpa over a 50 year LOM. 

 Brazilian global mining giant Vale made a decent foray into the potash sector in 2009, 

through the Rio Colarado Project in Argentina which was acquired from Rio Tinto for 

US$850m. Vale also has a strategic foothold in Saskatchewan.  

 Other notable corporate deals globally in recent times include: 

1. Uralkali proposed bid for Belaruski to create world’s biggest potash producer. 

Uralkali proposed to purchase a 50% stake in Belaruski for a proposed US$15b. 

The two companies are among the top four producers of potash globally. The 

combination would create an industry leader with >20Mt of output, leap-

frogging Canada's Potash Corp with ~12Mt. 
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We expect the major 
diversified miners to 
continue with acquisitions 
of potash deposits to 
establish long term supply. 

Historically Canpotex and 
BPC have controlled 
marketing of KCI. 
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2. K+S acquisition of Potash One. K+S acquired TSX listed Potash One (POT.TSX) 

through a cash offer of CAD$4.50/sh, valuing the company at CAD$434m. Potash 

One’s flagship asset was the Legacy project, an advanced greenfield project 

located in the potash rich region of Saskatchewan, Canada. The resource at 

Legacy totals 940Mt @ 29% KCI. Production is expected to be 2.9Mtpa by 2016 

through solution mining and a significant capex bill of US$4.5b. 

3. BHP acquisition of Athabasca potash. In January 2010 BHP completed its 

transaction to acquire TSX listed Athabasca (API.TSX), through a cash offer of 

C$8.35/sh, valuing the transaction at C$341m. Athabasca’s flagship asset was 

the BUR Project, located adjacent to BHP’S Jansen Project and providing 

synergies between the two assets. The resource was 750Mt @ 24% KCI. The deal 

illustrates BHP’s commitment to the sector as it continues to expand its asset 

base in the potash-rich Canadian Province of Saskatchewan. The transaction was 

completed at an opportunistic time when potash prices had dropped 

significantly to a low of US$250/t. 

4. BHP Billiton $39B failed takeover bid of Potash Corp. BHP Billiton launched a 

hostile, $39b takeover in 2010 for Potash Corporation of Saskatchewan, the 

world's largest potash producer, but the proposed deal was turned down by the 

Canadian federal government, which ruled it would not be of net benefit to 

Canada. Recent market talk is of another near term bid by BHP.  
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