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  Highfield Potash is an ASX listed pre-producer with 

near-surface decline-minable potash in northern Spain. 
The PFS for Javier, the first of three projects, shows an 
NPV10% of US$1,061m for 860ktpa of potash, with 
capex of only US$307m driving an IRR of 48%.  

 Shallow depths, market proximity and royalty free 
production gives the assets a material cost advantage 
over peers with high grade, but remote and deep mines 
far from end markets. This, and conventional decline 
mining with some salt credits, put costs in line or ahead 
of peers that mine at higher grades.  

 Low capex is the critical input as the multitude of 
juniors trying to break into the market average 
US$1.8bn capex. Not only is Highfield’s capital intensity 
of US$357/t 50% lower than peer average US$816/t, 
capex is 85% lower than the average US$1.9bn for 24 
proposed projects globally between juniors and majors, 
$45bn we don’t expect to materialise any time soon. 

 Potash prices remain attractive despite the Uralkali / 
Beluruskali breakup, with producer’s gross margins at a 
healthy 35-40%. We also note media reports that talks 
are underway on reformation of the BPC cartel now the 
former Uralkali CEO has been removed and charged 
with abuse of power in Russia. 

 Initiate with BUY rating and A$0.89/sh PT: We value 
Javier and Sierra del Perdon at US$888m on a DCF basis 
at $325/t potash, adding cash and SG&A. This takes a low 
potash price, excludes salt credits, and high-grading in 
early years. We initiate with a BUY rating and A$0.89/sh 
target based on a conservative 0.25xNAV10% multiple. 
Better still, we believe Javier extensions and third project 
Pintano could double production. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
 

 

SUMMARY

Rating BUY

Target (A$/sh) 0.89

Key asset: Javier  / SDP (Spain)

Potash resource (kt) 456Mt @ 11.2% K2O

Peak Potash Production (kt) 1,282

FD 1xNPV10% (US$m / A$/sh) 856, 3.56

SHARE DATA

Shares (mm, basic/fully diluted) 135.5 / 259.5

52-week high/low (A$/sh) 0.63 / 0.28

3M avg daily vol (000) 237            

3M avg daily val (A$000) 98.9

Mkt cap incl. perf. sh (A$m) 79

Net cash (debt) (US$m) 4

FD enterprise value (US$m) 158

Projected return (%) 53%

FINANCIAL DATA

Year to Dec FY16E FY17E FY18E

Revenue (US$m) -              29.8 312.8

EBITDA (US$m) (4.4) 13.4 182.9

Income (US$m) (9.2) 5.2 125.5

EPS (USc/sh) nm nm nm

CFPS (USc/sh) nm nm nm

PER (x) nm nm nm

EV/EBITDA (x) -              12.7 0.9
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INVESTMENT SUMMARY 

Depth, transport and fiscal regime offset lower grades 

Javier’s grade is slightly above Belarus (one of the lowest cost producers globally), 

but ~30% less than Russian and Canadian majors, requiring 5.5:1 ore 

mined/processed to product vs. 3.9:1 for 18% K2O deposits. This adds 40% to site 

cash costs, with some savings from shallow decline-access against peer ~1,000m 

deep shafts. However, site costs are only ~third of CFR Brazil costs once overhead-, 

social-, royalty-, rail-, and shipping are added. Russian and Canadian mines are 

~2,000km from port and ~13,000km and ~16,000km from Brazil, respectively. Also, 

Canadian mines pay at least US$20/t royalties (4.25-9.0%). Royalty-free Highfield can 

depreciate 25% pa, and is ~200km to port and ~9,000km from Brazil. So, CFR Brazil, 

Highfield’s costs are in line / better than peers for Brazilian sales. Similarly to Russian 

and Canadian peers, Highfield also expects to sell a portion of product locally at 

higher margin, with current premium for EU potash at US$50-85/t. 

Comparison of site cash costs, but also royalty / train / shipping / environmental showing all in sustaining cost to market 

 

Source: GMP estimates, company data 

Cartel pricing remains post break-up, capex is the real barrier to entry 

The gross-margins of Canada’s Potashcorp, Israel’s ICL and Germany’s K+S 

historically showed the benefits of being in a cartel commodity 46%, 41% and 47% in 

2Q13, respectively. Despite prices falling from ~US$390/t FOB Vancouver in 1H13 to 

a year-end US$332/t, the industry remains healthy, with the above reporting 1Q14 

gross margins 34%, 37% and 41%. While the super-profits of the past may be gone, 

the post-breakup world still remains in a healthy place, although we think it remains a 

difficult market to penetrate given the high capex for potential new mines.  

Highfield’s capex is low, allowing entry into this attractive market… 

Despite healthy gross margins for existing producers at current prices, the industry 

largely remains closed to new players because of the high capital requirements. Put 

simply, there are many large potash project, but few with capex <US$500m, or more 

commonly, <US$2bn. Quantifying this, the initial capex of 24 projects we track 

averages US$1.9bn, with an average capital intensity of US$818/t of annual 

HFR Javier Uralkali Belaruskali Canada low-cost Mosaic

Depth 315-800m ~450m ~500m ~1,000m 250-1600m

ROM grade (K2O % ) 12.9% 16.8% 11-12% 18-23% 18-26%

Site opex (US$/t) 110 60 - 50 125

Environ./social/sustain. (US$/t) 15 30 - 20 45

SG&A (US$/t) 13 25 - 15 32

Royalty + resource tax (US$/t) - - - 20 15

Site cost and overhead (US$/t) 138 115 - 105 217

Transport to port (km) 300 2,200 700 ~1800 ~1800

Shipping to Brazil (km) 9,100 12,400 12,000 15,700 15,700

Rail / trucking costs (US$/t) 22 43 21 35-65 35

Ship loading (US$/t) 5 5 5 5 5

Shipping to Brazil (US$/t) 17 30 29 45 45

All in costs (US$/t CFR Brazil) 181 193 - 205 302
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production – simplistically it would take US$45bn to bring these projects online, 

something we don’t expect any time soon. The high capex comes from high 

infrastructure capex for Brazilian and African greenfield projects, and similarly so for 

shaft / solution-mining infrastructure capex for the deep mines in Canada and Russia. 

Where Highfield stands out is with the estimated initial capex of only US$307m is the 

result of shallow mining, no shaft and existing road/rail/power infrastructure.  

Capex is the barrier to entry – Highfield stands out on absolute quantum and intensity 

 

Source: Company data, CAD/USD at parity, *Sirius polyhalite for comparison, capital intensity doubles on like-for-like 

…without the myriad of fatal flaws seen in peers 

While capex is the key hurdle for new entrants, over the last several years a multitude 

of proposed new potash mines from Africa and North and South America came to 

market but, in our view, suffered from a variety of technical hurdles. Issues we have 

seen include requirements for 600km of trucking, double-commodity solution mining 

of sylvinite and carnallite, 1,500m deep shafts through unstable ground conditions, 

locations within protected parks, new roasting and leaching technology, and in one 

case, even a proposed 37.5km conveyor ~250m underground for quarter of a billion 

dollars! The key point is that in almost all of the above cases, while capex remains the 

major hurdle, numerous technical hurdles also need to be considered. Overleaf, we 

show the undeveloped projects proposed by juniors globally, ranked by order of capex 

from lowest to highest. What is immediately clear is that Highfield continues to stand 

out not just on low capex, but on a variety of technical factors. 
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Peer comparison of pre-production Potash assets held by juniors globally, ranked in order of capex 

 

Source: Company data, GMP; *GMP estimate US$40-50/t; **Private, based on last fund raise

Highfield 

Resources Allana Potash Prospect Global MagIndustries South Boulder Elemental Minerals Passport Potash Brazil Potash

Karnaly te 

Resources Sirius Minerals Verde Potash Encanto Western Potash

Project Jav ier Danakil Holbrook Basin Mengo Colluli Sintoukola Holbrook Basin Autazes Wy ny ard York Potash Cerrado Verde Muskow ekw an Milestone

Ticker HFI AU AAA CN PGRX US MAA CN STB AU ELM AU PPI CN Priv ate KRN CN SXX LN NPK CN EPO CN WPX CN

Market cap (US$m) 58 107 4 134 22 62 8 191 30 344 28 33 91

Cash (US$m) 4 7 0 2 10 3 0 - 46 84 10 0 11

EV (US$m) 54 99 4 132 12 58 8 191** -15 260 18 33 81

Country Spain Ethiopia United States Rep. of Congo Eritrea Rep. of Congo United States Brazil Canada UK Brazil Canada Canada

Rainfall (mm) 400mm, Nov -Mar 200mm, Jun-Aug 260mm, Jul-Sep 1,300mm, Oct-May 200mm, Jun-Aug 1,300mm, Oct-May 260mm, Jul-Sep 1,400mm, Oct-Mar 360mm, all y ear 740mm, all y ear 1,400mm, Oct-Mar 360mm, all y ear 360mm, all y ear

Distance to port (km) 250km 580km truck 900km 15km 70km 35km 900km 1,200km 1,800km 45km 650km 1,800km 1,800km

Distance to end market (km) Brazil: 9,000km China: 12,000km Domestic: 1,000km Brazil: 6,500km China: 12,000km Brazil: 6,500km Domestic:1,000km Domestic: >2,000km Brazil: 15,700km China: 20,000km Domestic: <1,000km Brazil: 15,700km Brazil: 15,700km

Scoping study  / PEA Complete 1Q12 - Complete 4Q12 Complete - Complete Complete 2Q12 1Q12 complete 3Q10

PFS Complete - Complete Complete - 4Q12 Complete 2014 Complete 4Q12 - 1Q13 4Q11

DFS 2015 3Q13 2H14 3Q13 2H14 2H14E 1H14 1Q15 4Q11 2H15 - - 4Q12

First production 2017 2H16 2017 2015 - 2017 2017 2018 2016 2018 - - -

Resource - sy lv inite (Mt) 269Mt@17.8% KCl 206Mt@30.5% KCl 634Mt@16.2% KCl - 110Mt@28.4% KCl 1,0Bt@33% KCl 1.19Bt@13.5% KCl 612Mt@33% KCl 788Mt@19.6% KCl - 2.8Bt@8.91% K2O 1.9Bt@29.3% KCl 9.2Bt@30.4% KCl

Other resources Salt Carn't/Kain't/Kiese't Carnallite Carnalite Carnalite Carnalite Carnallite - Carnallite 250Mt @ 87% NPK - - -

Resource - other (Mt) - 1.27Bt @ 19.2% KCl 634Mt @ 2.2% Carn't 1.5Bt @ 17.3% KCI309Mt @ 12.3% KCl1.2Bt @ 18.6% KCI - 1.7Bt @ 29% KCl 678Mt@21.7% MgCl2 2.6Bt @ 86% NPK - - -

Target resource (Mt) 250-400Mt - - - 1.25-1.75Bt - - - - - - - -

Seam thickness (m) 1.5-4m 2-9m (4m av g.) 2-3m 10-19m 1-3.5m 3.3-5.6m 1.8-3m 1.1-3.5m 9-15m 25m 20-50m 7.5-9.2m 4.0-9.4m

Seam depth (m) 315-1,000n 100-300m 300-500m 400-600m 16-50m ~300m 350m 685-863m 920-970m 1,500m >30m 1,200m 1,000m

Mining method Decline/room-pillar Single cav  slv +car Shaft/room-pillar Sol'n, d'bl cav erns Open pit Shaft/room-pillar Shaft/room-pillar Shaft/room-pillar Solution cav erns Shaft/room-pillar Open pit Solution Solution

Strip Ratio - - - - 6.4:1 - - - - - 0.4:1 - -

Proposed production (Mtpa) 0.86Mtpa 1.0Mtpa MOP 1.3-1.6Mtpa MOP 1.2Mtpa MOP 2Mtpa MOP 2Mt pa MOP 2.5Mtpa MOP 2Mtpa MOP 2.2Mtpa MOP 5.0Mtpa NPK 3Mtpa thermopotash 2.8Mtpa MOP 2.8Mtpa MOP

Plant  ty pe Flotation Ev ap'n + floatation Floatation Hot leach + cry st'n Flotation Flotation Hot leach + cry st'n Flotation Ev ap + cry st'n Granulated + binded Roast + leach Ev ap + cry st'n Ev ap + cry st'n

Other technology  required - Staged ev ap'n K+Mg Aquifer de-w ater Gas dry ing Pit de-w atering Shaft ground freeze Aquifer de-w ater - - U/ground cn'v ey r - - -

Tailings Backfill Dumps on site Dry  stacking Ocean disposal 27km Dumps on site Ocean disposal 55kmBrine ponds / tailings Backfill / deep inj. Deep w ell injection None Dumps on site Dump / deep inject. Dump / deep inject.

Ore grade (% KCl) 12.9% K2O 19.0% K2O 10.15% K2O 11.1% K2O 17.1% K2O 20.0% K2O - 20.8% K2O 7.9% K2O 87.8% Poly halite 9.2% K2O 17.6% K2O 19.0% K2O

Mine life (y ears) 20 y ears 25 y ears 40 y ears >50 y ears 17 y ears 24 y ears 26 y ears >30 y ears 70 y ears >50 y ears 30 y ears >50 y ears 40 y ears

Capex  (US$m) US$307m US$642m US$825m US$1,270m US$1,295m US$1,850m US$1,949m US$2,000m US$2,000m US$2,200m US$2,338m US$2,860m US$3,295m

Capital intensity  (US$/t prod.) US$357/t pa US$642/t pa US$569/t pa US$1058/t pa US$648/t pa US$925/t pa US$780/t pa US$1000/t pa US$910/t pa US$440/t pa US$779/t pa US$1021/t pa US$1177/t pa

St 1 cap/intsty  (US$m, US$/t) - - - - US$740m / 740 - - US$642m / 1,000 - US$597m / 1,000 - -

Site cash cost (US$/t) 110 104 115 114 184 64.9 115 85 125 17.7 285 54 62

Transport to port (US$/t) 22 27.57* 45 3* 14 13 45 62 90 21 55 51 59

Roy alties - 5.5% 5% 3% 3.5% 3% EBITDA 5% 3% 5% 3% 3% 8% 5%

Tax  rate 30% 35% 7% 30% 38% 30% 7% 15% 35% 26% 31% ~35% 35%

Notes EU permitting ICL pre-emptiv e Capex  + aquifer Capex Gov 't ow ns 50% Capex  + acquifer Capex  + aquifer Capex , thin Capex M'ltpl fatal flaw s Tech. guarantee US$65/t tax +rlty Capex
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A billion-dollar mine? No – two, maybe three, maybe four 

We estimate NPV10% for Javier at US$538m even at US$325/t potash, US$667m 

including salt credits for only 500kt of 2.5Mtpa production, US$697m if grade is higher 

in the early years, and US$927m by 2018 (including cumulative FCF). On this basis, 

we see the stock as compelling, yet SDP adds another US$350m, US$471m if 100% 

rather than 50% of 750ktpa food-salt credits are added, US$510m with higher grades 

in early years, US$688m by first production in 2018, and US$826m if potash prices lift 

by US$50/t. Adding to this, (i) depth extensions at Javier (ii) strike potential to the SE 

of Javier, and (iii) Pintano could each potentially add ‘same again’ production levels, 

although this is speculative at this stage. So, we see good growth potential, or 

alternatively, see the assets as warranting a substantial premium for M&A value. 

Potash prices – the EU advantage 

Both Brazil and Europe show a premium pricing over the standard industry 

benchmark, FOB Vancouver, in reflection of Europe and Brazil’s status as net 

importers against Canada and Russia / Belarus as net exporters. The premium 

effectively represents the transport cost, including financing for the duration of the 

journey and ancillaries such as the Panama Canal.  

 Brazil: The Bloomberg Green Markets and CRU indices show a ~US$50-

80/t premium for potash CFR Brazil over FOB Vancouver, while Integer 

forecasts US$50/t. We use US$50/t.  

 Europe: The Argus and CRU indices show a premium over FOB Vancouver 

of US$48/t and US$85/t, respectively, while Integer forecasts suggest a 

~US$65/t premium. We adopt a conservative US$55/t premium. 

We show a chart of potash prices over time from K+S and CRU below, highlighting 

this EU premium over FOB Vancouver. Vagaries of international trade are liable to 

impact this over time for each market. Similarly, potential for an entirety of European 

off-take is there, but not guaranteed. However, the beauty of Highfield’s location is 

that at any point in time, the ‘backstop’ source of demand is Brazil, which net gains 

over Vancouver FOB of ~US$30/t on the basis of cheap shipping from Spain.  

LT potash price over time from K+S March 2014  Recent potash prices showing NW Europe premium 

 

 

 

Source: K+S   Source: IFA 

Our base case is 100% sales to Brazil at a US$50/t premium over Vancouver 

(US$30/t net of shipping). Upside potential comes from selling into NW Europe at a 

conservative US$55/t premium to Vancouver, which we don’t incorporate at this time. 

The natural European market would be France, with the Spanish mines far closer 

than the major regional supply from K+S in Germany. We base our forecasts on 

US$325/t FOB Vancouver, with NWE and Brazil at premiums outlined above, and we 

don’t escalate prices (or costs), going forward. 
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GMP and Highfield potash price deck 

 

Source: Highfield Resources 

The salt dynamic 

The flotation plants to be used at Javier are cheap and efficient, but produce a low-

quality de-icing salt, for which demand is inconsistent, and sales of >500kt pa would 

be uncertain. Conversely, crystallisation plants are more capital- and operating-cost 

intensive (full dissolution, selective precipitation and gas drying), but have the double 

advantage of ‘guaranteed’ year-round offtake because by-product chemical / food salt 

has a ready market, and zero tailings (relevant for near-town SDP).  

 Javier should produce ~3Mtpa of salt from 4.7Mtpa processed, but we only 

model sales of ~500ktpa, with the rest to be used for backfill. Prices are €55/t, 

and the project is located near to the Pyrenees (~€15/t trucking), and only 

~400km from Andora (~€25/t trucking). However, with marketing studies not 

complete yet, we exclude salt from our base case, but an upside case would see 

0.5Mtpa at net back of €40/t for ~€20m credits per annum. 

 Pintano should produce ~750kt of chemical and food-grade salt (~50/50 split) 

which sells for ~€100/t, but processing costs (requires two-stage crystallisation 

for ~€25/t) and transport to more distant end-user markets (similar ~€25/t) are 

both higher, leaving net backs of ~€50/t. Although the market is year-round and 

reliable, detailed marketing studies aren’t complete, so we only include 50% of 

the planned 750ktpa of salt sales in our base case. 

As a sense check, an 80% stake in Galician salt-producer Ibercia de Sales was 

purchased in March 2014 for €80m (~10x earnings). Although a private company, we 

estimate production was ~400kt pa at the time of sale. Accounts from 2012 indicate 

revenue of €15.3m for 300kt of mainly de-icing salt, and an operating profit of €5.3m, 

equating to €50/t, almost precisely in line with reported market price of €55/t. Of note, 

the ~33% profit margin is already robust, but for Highfield should effectively be higher 

because costs have already been incurred against potash. 

And don’t rule out the cartel yet… 

After the Uralkali CEO was removed to face abuse-of-power charges within Russia, 

commentary suggests that BPC may reform, with negotiations endorsed by 

shareholders representing 42% of Uralkali. We think Uralkali will make a higher 

quantum of profits by reforming the cartel rather than up-scaling production. Whether 

this is the case or not, a gradual improvement in potash prices is expected by most 

commentators. This is exemplified by industry analysts Integer, who forecast a FOB 

Vancouver price of US$320/t in 2014 lifting to US$360/t by 2016. Similarly, Bloomberg 

consensus gross margin for Potash Corp lifts from current 30% to 45% by 2015. 

Highfield Resources price deck 2017 2018 2019 2020

Potash price FOB Vancouver (US$/t) 398 407 410 408

Potash price FOB Spain (US$/t) 445 460 471 475

Potash price CFR Brazil (US$/t) 438 453 463 467

GMP price deck 2017 2018 2019 2020

Potash price FOB Vancouver (US$/t) 325 325 325 325

Implied potash price FOB Spain (US$/t) 380 380 380 380

Implied Brazil sales FOB NWE (US$/t) 375 375 375 375

Global salt market of ~300Mtpa 

 
Source: K+S 
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VALUATION AND RECOMMENDATION 

Highfield Javier valuation: Highfield forecasts capex of US$307m for a 4.7Mtpa 

underground mining operation producing 860ktpa of K60 potash, ramping up from 

3Q16 to 4Q17. The build includes associated surface flotation plant, TMF, road link to 

national highway, and requisite rail and port facility upgrades. Opex of US$145/t 

includes mining, processing, and transport to port with 20% contingency, as well as 

G&A. Sales are forecast to be split 50% shipped to Brazil, and 50% into continental 

Europe, with a 2020 potash price of US$466/t CFR Brazil and US$474/t CIF NW 

Europe (against spot US$390/t NW Europe and US$360/t Brazil). For reference, this 

is based off a Vancouver price of US$408/t against spot US$290/t. Potash prices are 

escalated at 3% pa post 2020, while costs are escalated at the same rate from 2015, 

with a 5% marketing fee levied. This drives an NPV10 of US$1,061m, IRR of 48.4% for 

EBITDA in first year of full production of US$234m. 

GMP Javier: Using Highfield’s inputs but pushing first production back to 4Q16, we 

derive an NPV10 of US$1,109m and IRR of 51%, similar to the company’s own 

estimates outside minor timing differences. We discount this to today rather than to 

mine-build start (–US$101m), and remove 3% annual inflation on costs and revenue 

from 2015 and 2020, respectively (-US$58m). We lower the FOB Vancouver potash 

price to a more conservative US$325/t (vs. spot US$294/t), for US$375/t CFR Brazil 

(vs. spot US$360/t), including shipping costs of US$20/t against the company’s 

~US$18/t (-US$366m), and conservatively forecast 100% sales into Brazil (-

US$46m). Cumulatively, this lowers our NPV toUS$538m, with an IRR of 36%, lifting 

to US$729m at the time of first production in 2017. Of note, this shows the robustness 

of the project, with GMP assumptions aggressively trimmed on potash price, domestic 

sales potential, salt credits, and time value of money all likely to bring in a higher 

NPV, which we discuss overleaf. 

Economic parameters for Javier  Economic parameters for SDP 

 

 

 
Source: GMP estimates, *US$445/t in 2016, escalating 3% pa from 2021  Source: GMP estimates, *includes 3% escalation 

JAVIER (100%) PFS GMP

Mining inventory (Mt) 94 94

ROM grade (%  K2O) 12.9% 12.9%

Mining / processing rate (Mtpa) 4.73 4.73

Recovery (% ) 85% 85%

Mass pull (% ) - 18%

Plateau production (ktpa KCl) 860 860

Product grade (%  K2O) 60% 60%

Opex (US$/t FOB) 136 135

Opex (US$/t FOB, net salt credits) 136 135

Capex (US$m) 308 308

Peak capital needed (US$m) 253 253

Discount rate (% ) 10% 10%

EUR / USD 1.33 1.33

FOB potash price NWE (US$/t) 445* 355

Marketing (% ) 5% 5%

Cost escalation (% ) 3%  post-2015 -

Potash price escalation 3%  post-2021 -

NPV (US$m) 1,062 538

IRR (%) 48% 36%

2018 EBITDA (US$m) 234 183

SIERRA DEL PERDON (100%) HFR GMP

Mining inventory (Mt) - 100

ROM grade (%  K2O) - 13.5%

Mining / processing rate (Mtpa) - 2.00

Recovery (% ) - 97%

Mass pull (% ) - 21%

Plateau production (ktpa KCl) - 422

Product grade (%  K2O) - 62.0%

Opex (US$/t FOB) - 154

Opex (US$/t FOB, net salt credits) - 95

Capex (US$m) - 200

Peak capital needed (US$m) - 200

Discount rate (% ) - 10%

EUR / USD - 1.33

FOB potash price NWE (US$/t)* - 355

Marketing (% ) - 5%

Cost escalation (% ) - 0.00

Potash price escalation - 0.00

NPV (US$m) - 350

IRR (%) - 35%

Plateau EBITDA (US$m) - 102
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GMP Sierra de Perdon: Although more formative, we model SDP on a DCF basis, 

using guidance from management after multiple site visits. The key difference 

between this and Javier is the decision to use a crystallisation plant – although higher 

capex / opex and longer build-time, the lack of any tailings is key given the proximity 

to Pamplona. Offsetting this, the higher grade and salt credits (by virtue of the by-

product from a crystallisation plant being chemical / food grade) drive similar opex to 

Javier, and even lower opex net of by-product credits. 

We model a 2Mtpa operation, with 97% recovery of a 13.5% K2O ROM feed to 

produce 422ktpa of K62 potash, which we model as selling for standard K60 MOP 

prices given the white colouration. We model 70% higher plant opex and SG&A to 

account for the crystallisation plant, which is offset by the higher grades and recovery 

to give opex of US$154/t FOB, ~US$20/t higher than at Javier. However, this drops to 

US$95/t FOB net of by-product credits assuming only 50% of the 750ktpa vacuum 

salt sales are realised at €50/t net pay (i.e., post transport and opex). This returns an 

NPV10% of US$350m and 35% IRR, lifting to US$540m at initial production in 2018.  

Initiate with BUY rating and A$0.89/sh price target 

We model Javier and SDP on a DCF basis on the GMP price deck (US$325/t FOB 

Vancouver). We subtract head office costs, which include finance costs. To reflect the 

early stage of both projects, we initially model very conservatively with a price-deck 

substantially lower than the company, no salt credits, 100% export sales, and then 

apply a 0.25xNAV to this to reflect the uncertainty on both project economics ahead of 

the PFS for SDP and BFS for Javier, and permitting-related timing, as well as inherent 

commissioning risk.  

This drives an A$0.89 valuation, so we initiate with a BUY rating and A$0.89/sh price 

target. The projects are remarkably resilient to potash price, and even lowering our 

forecast US$300/t FOB Vancouver, a level under which potash hasn’t been in over 

five years, only lowers our valuation to A$0.74/sh. Conversely, 1xNAV on our blue sky 

case presented overleaf is a staggerin0 A$8.24/sh, even excluding Pintano, although 

equity dilution would of course lower this.  

  

SOTP valuation for Highfield resources  Price target sensitivities 

 

 

 
Source: GMP estimates  Source: GMP estimates 

US$m NAVx US$m A$/sh

Javier 538 0.25 135 0.6

SDP 350 0.25 87 0.4

Pintano -            0.25 87 0.4

Cash 4 0.25 1 0.0

Debt -            0.25 -            -            

SG&A and central (37) 0.25 (9) (0.0)

Valuation (FD) 856 - 214 0.89

To discount rate US$275 US$300 US$325 US$350 US$375

12% discount 0.43 0.56 0.68 0.81 0.94

10% discount 0.58 0.74 0.89 1.04 1.19

8% discount 0.79 0.97 1.16 1.35 1.54

To NAVx @ 8% US$275 US$300 US$325 US$350 US$375

0.15xNAV 0.35 0.44 0.53 0.63 0.72

0.25xNAV 0.58 0.74 0.89 1.04 1.19

0.50xNAV 1.17 1.47 1.78 2.08 2.39
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Upside: multi-billion dollar potential 

Cumulatively, we estimate salt credits, domestic sales, early years high-grading and 

time value could lift our company NAV from US$856m to ~US$2bn. Although 

speculative at this stage, we detail the upside below. 

Salt, +US$250m to US$1.12bn: We currently model zero road-salt sales from Javier, 

and 50% of the food-salt (a liquid market) sold from SDP. Road-salt sales are 

irregular and can’t be guaranteed, but preliminary estimates suggest that 500kt of the 

2.5Mtpa produced could be sold, and potentially a lot more into the seaborne market, 

but at lower net payability. Food salt from Javier is a much more liquid and well 

defined market, and the expectation is that marketing studies should show the entire 

production of 750kt pa can be sold at a ~50% margin (i.e., €50/t return after €50/t 

costs of production and transport). Putting Javier sales up to 500ktpa (of 2.5ktpa 

produced), and lifting SDP sales to 100% (750ktpa) adds US$126m and US$122m to 

the two project NPVs, respectively.  

High grading, +US$69m to US$1.18bn: We expect both Javier and SDP to 

commence mining in high-grade areas of the resource, initially practicing a degree of 

selective mining to improve early-years grades. We model 12.9% and 13.5% K2O flat 

forward at Javier and SDP, respectively. Lifting this by 1.5% at each operation for the 

first four years, without making changes to LOM grade, adds US$30m and US$39m, 

respectively, to the NPV today. 

Time value +US$422m to US$1.60bn: Rolling our model forward three years adds 

US$422m to the NPV. However, in practice, the value add this brings is typically 

~equal and opposite to the dilution of any equity component of mine-build funding. 

Potash price +US$385m to US$1.98bn: Simply adding US$50/t to our flat forward 

potash price adds US$385m to the now rolled forward model. While this is the aspect 

most difficult to forecast, we note that potash price has been above this implied 

US$375/t FOB Vancouver for five of the last six years from 2008-2014, only dipping 

back to current levels around ~US$300/t once in 2010, and now, of course. 

GMP NAV for Highfield plus various upside scenarios 

 

Source: GMP estimates 

Pintano: We have zero value ascribed to this currently, which clearly offers potential 

upside. Like Javier, we expect higher-than-resource reserve grades, and see 

synergies from expanding the Javier plant to accept slurry-piped ore from Pintano.  
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Earnings-based valuation: Even at US$325/t FOB Vancouver, we forecast EBITDA 

of ~US$170m pa for Javier alone. Peer EV/EBIDTA averages of ~10-15x would value 

this asset, at the very least to a potential bidder, at US$1.7-3bn dollars. On a more 

simplistic EV/production basis, entirely valid given the in-line forecast costs (even 

excluding salt), similarly high in-production valuation ranges of US$1.3-1.5bn would 

apply. This clearly highlights the value of the project, and the attractiveness to 

potential M&A bidders. 

Earnings based valuations for potash majors globally 

 

Source: GMP; Company data; Financials and production from last quarter annualised except K+S, CY14 consensus 
earnings and CY14 guidance (same as CY13 actuals) to smooth seasonal impacts of salt; ^Potash accounts for 54%, 
73% and 86% of margin for POT, K+S and Intrepid, respectively, EV adjusted proportionately; *ICL operates potash, 
polyhalite and integrated fertilizer business so is excluded from potash production metrics 

Risks 

Timing: The permitting process is well defined, and a well-trodden route in this part of 

Spain with similarities to industrial applications. However, permitting and build rarely 

goes as fast as management would like, something we flag as a major risk to the 

project / valuation. We have modelled a one quarter slip, but this could be more, 

which is, in part, the reason for our 0.25xNAV. 

Financing: Post performance shares, Highfield currently has a market cap of 

~US$160m, with equity required for Javier of ~a similar amount depending on debt 

funding. Despite the high IRR and low capex, this remains a key challenge ahead, 

with risks around ability to execute and uncertainty on dilution. We would note that a 

BFS for Javier, PFS for SDP, Pintano resource are all expected ahead of this which 

should support less dilution. While we model an equity raise in 2015 in the financials, 

we do not incorporate the shares issued given the uncertainty on the price of issue. 

Instead, this is, in part, the reason for our 0.25xNAV discount. Also, we note that the 

increase in value for any ~3 year out pre-production asset is typically equal and 

opposite to the dilution suffered from raising equity at ~0.5xNAV, which again offsets 

this risk somewhat. 

Economic uncertainty:  Like any PFS, estimates are subject to revision and 

uncertainty and further equity / dilution will be required ahead of mine-build finance. 

Mitigating this, and one of the key reasons we like the project, is the potential ~50% 

gross margin forecasts (~60% on Highfield’s price deck, even before salt credits), 

which creates substantial room for error while maintaining healthy economics. Similarly, 

the capex is relatively small compared to both the NPV and capex for peer projects. 

Potash prices: are currently volatile, and subject to regional variances. Similar to 

economic estimates, the key mitigating factor here is the high gross margins indicated 

in early feasibility studies, which leave substantial room to move if prices are lower 

than forecast, while still showing significant upside to the current equity valuation. 

EV

(US$m)

Potash

(Mtpa)

EBITDA 

(US$m)

EV/EBITDA 

(x)

EV/prod'n 

(US$/t/a)

Javier 860ktpa 

val'n EV/EBITDA 

(US$m)

Javier 860ktpa 

valu'n EV/prod'n 

(US$m)

Uralkali 17,661 11.7 1,176 15.0x 1,507 2,608 1,296

Potash Corp 33,482 9.2 2,828 11.8x 1,948 ^ 2,056 1,675

K+S 7,138 6.94 976 7.3x 755 ^ 1,270 649

ICL* 13,588 - 1,356 10.0x - 1,741 -

Intrepid 1,419 0.8 69 20.6x 1,529 ^ 3,584 1,315

Mosaic 20,070 9.6 1,760 11.4x 2,091 1,981 1,798
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Salt demand: Salt isn’t an economic risk as we largely exclude it from our base case. 

It is a key part of the investment criteria though, so demand could be a risk. At SDP, 

demand from the chemical / food market is lower risk because this is essentially a 

commoditised market. However, demand from de-icing is sporadic, weather-related, 

and faces competition from other providers. However, this risk is mitigated by the fact 

that we only model 20% of all salt production from Javier as being sold. 

Mining: A review of historic work has noted a high variation in depth to potash and 

evaporite thickness of short distances – this could be a reflection of structural 

complexity which would need to be fully understood before mining commences. This 

is something common to the SDP historic mine workings, with fault areas easily 

avoided. To an extent this is mitigated by the company’s own ~50% resource to 

reserve conversion (15% of resource excluded for geological uncertainty, 60% 

extraction ratio for pillars). 

Supply and demand 

The potash industry is well covered, with a variety of detailed information provided by 

large producers Potashcorp, Mosaic, K+S, and Uralkali. The dynamics of inter-

regional and international sales are complex, but we have incorporated this in the 

prior section covering the CFR NW Europe and Brazil prices. The key short-term price 

consideration is, of course, the resumption of the BPC cartel. However, beyond that, 

we provide a brief supply demand overview below: 

Supply dynamic: Unsurprisingly, this cartel-dominated commodity is dominated by the 

former BPC group (Uralkali / Belaruskali) and Conpotex (Potashcorp, Agrium, Mosaic), 

who cumulatively account for 66% of worldwide production. Aggressive pricing from 

German (K+S) and European (ICL) producers, sluggish demand and a plethora of 

proposed greenfield projects was putting pressure on the cartel, with sales by Belaruskali 

pushing Uralkali to break the BPC cartel. As we noted earlier, media reports suggest 

that the BPC cartel will reform. However, there are some advantages to this price dip 

(if it is temporary), being (i) lower prices drive demand and increase market 

penetration, potentially returning growth to historic 2-4% CAGR vs. ~1% pre break-up, 

and (ii) supply destruction as mega-projects become unfundable at lower prices. 

Demand: Forecasts are broadly similar between commentators, lifting from 54Mtpa 

now by 5% pa to 2020 forecast by CRU / Fertecon, or by 3% pa to 2024 forecast by 

Integer, to a total 75Mtpa demand by 2020-2023. Key components of demand 

increase come from China, Brazil and India, with Indonesia and Malaysia seeing 

increased demand coming from Palm Oil, which uses high volumes of potash. 



 
 
  May 20, 2014 
 
 

13 

Global production by cartel / selling group  Worldwide demand breakdown and forecast growth 

 

 

 

Source: K+S   Source: Integer 

Demand: Substantial supply is forecast to come on stream, although Uralkali would 

suggest this comes at a lower rate than growth, enabling utilisation within the industry 

to lift from ~75% now to over 80% in coming years. Another commentator, Integer, 

suggests that this isn’t the case, indicating utilisation of ~75% now could fall to 65% 

by 2017 based on strong forecast increases in production. As always, while demand 

growth is relatively steady, industry groups struggle to assess new supply. Like any 

industry, and exacerbated by recent price shocks, forecast supply is historically 

overstated – we show the reduction in forecast 2015 supply by IFA from 89Mtpa 

(forecast in 2011) to 78Mtpa (forecast in 2013), a substantial drop. A typical range in 

forecasts for 2020 production is ~±20Mtpa.  

Our review of 13 projects held by juniors indicates these (i) would bring on 20Mtpa, 

(ii) could cost US$20bn, and (iii) in all cases but one (Highfield) have substantial to 

fatal flaws to overcome. On this basis, exacerbated by the recent price-dip, we expect 

minimal additional supply to come on outside the majors, and substantially less than 

industry commentators forecast. 

Capacity against demand with forecast utilisation  Supply forecasts downgraded by ~8Mtpa, pa 

 

 

 
Source: CRU, Fertecon, Uralkali   Source: IFA, K+S 

 

  

Demand 2012-16 growth pa

RoW 23% 3.0%

China 22% 1.5%

North America 17% 3.8%

Brazil 15% 3.5%

Europe 11% 0.5%

India 5% 2.5%

Indonesia 4% 7.5%

Malaysia 3% 4.5%

0%

20%

40%

60%

80%

100%

0

20

40

60

80

100

2012 2013 2014 2015 2016 2017 2018 2019 2020

M
ill

io
n

 t
o

n
n

e
s

Capacity (Mt) Demand (Mt) Utilisation (%)



 
 
  May 20, 2014 
 
 

14 

OVERVIEW 

Highfield Resources is listed on the ASX in 4Q12, raising A$4m to establish itself as a 

potash exploration and development company. In 2Q12, the company agreed to 

purchase the Navarra potash project in Spain for 50m shares and 100m performance 

shares (50m on M&I resource, 50m on mine approval), valuing the project at A$54m 

at the time. The deal closed in 4Q12. The initial acquisition was of three discrete 

projects, the unmined Javier and adjacent Pintano properties, and nearby historically 

mined Sierra del Perdon (SDP). Existing management continued, with Derek Carter 

joining as non-executive Chairman, and Pedro Rodrigeuz as Development Director.  

Location of SDP, Javier and Pintano projects in NE Spain 

 

Source: Highfield Resources 

The company’s strategy is to focus initially on the shallow-resources of Javier, 

progressing that to BFS while seeking full environmental permitting. In parallel to this, 

the company will take the SDP project through a similar process, evaluating the 

potential for that mine to come on stream as a second project once Javier is in 

production. Similarly the Pintano project is to be evaluated as a potential longer-term 

supply of deeper product to extend the Javier mine life, although recent drilling in the 

NE strike extents of Javier itself suggest that the Vipasca extension could provide 

similar extensions through the addition of deeper material. 

Location of SDP, Javier and Pintano projects in NE Spain 

 

Source: Highfield Resources 

Javier SDP Pintano

Mined historically No Yes No

Historic drill holes 10 Mined 7

New holes assayed / pending 6 / 7 3 / 2 - / -

Maiden JORC 269Mt @ 11.2% K2O pending 187Mt@11.2% K2O

Exploration target 250-400@9-12% K2O - 306-338Mt@9.1-14.1% K2O

Avg. depth / thickness 290-750m / 3.6m 250-1,200m / ~2m 500-1,500m / 7.3m

Geology Sylvinite in halite Carnalite and sylvinite Sylvinite in halite

Extention licence Vipasca / Muga Ampliacion Adios Puntarron

Next work Muga drilling + 2H14 BFS JORC resource calc 2014 drilling
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Javier  

Spanish potash is hosted by evaporites within several sub-basins in Catalonia and 

Navarra, formed during the orogency that created the Pyrenees. Foreland basins 

originally linked to the ocean became restricted, with intense evaporation leading to 

thick marine evaporite sequence. Post depositional tectonism and salt deformation 

created broad anticline structures in the potash-bearing packages.  

Regional geology of the Spanish potash belts 

 

Source: Highfield Resources after University of Michigan 

Javier comprises four discrete licences; the central Goyo permit was granted the first 

Investigation licence and is the site of recent drilling. The JORC resource also 

extends under Fronterizo and Muga given the historic drilling there, although 

Investegation permits are pending at Fronterizo and were only granted in April 2014 at 

Muga. With the success of drilling to the most northeast of Goya, an additional 

extension has been applied for at Vipasca. 

Licences and interpreted potash are at Javier  Depth to salt dome from deep (purple) to shallow (red) 

 

 

 
Source: Highfield   Source: Highfield 

Highfield projects 
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Geology 

At Javier / Pintano and SDP, evaporites are underlain by a thick marl, which grades 

up to anhydrites and halite ~10m thick, which in turn is overlain by multiple sylvinite 

units with high grades typically over 2-5m, but over 8m in places. A halite hangingwall 

is typically present, with up to 50m of overlying mudstone. The potash thickens 

longitudinally toward the WNW and ESE, thinning both toward the margin of the basis, 

as well as between Javier and Pintano, where there appears to be uplift or salt 

doming. As such, the ‘sweet spot’ is at the NW and SE extents from the basins where 

the potash is thickening, but not so far along strike that the key horizons become too 

deep, impacting economics.  

Mineralisation occurs in five beds (P0, PA, PB, P1, P2). P0 is typically low grade at 

<6%, although in hole J13-09 this thickened to 3.3m @ 11.7% K2O. The key beds are 

PA and PB, which are thicker and higher-grade. PA shows the highest degree of 

recrystallization and brecciation, and is typically separated from PB by <1m of halite, 

so is commonly treated as a single bed (PAB) ranging from 9-13% K2O and averaging 

3.4m thickness. P1 and P2 are thinner and more discontinuous, with variable grades 

up to 19% K2O in one case, but typically average 2m @ 8.5% K2O. These more 

banded beds likely represent earlier potash deposition in a deeper part of the basin. 

Javier and Pintano licences draped over terrain map also showing ceiling salt depth from 400m (red) to >1000m (purple) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: GMP, Google Maps, Highfield Resources 
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Drilling 

Eleven drill holes were completed in the 1980s, on which the initial JORC resource 

was based. Eight new holes were then drilled by Highfield in 2013 and 1Q14, and a 

six-hole programme has now commenced in the Fronterizo / Muga permit areas. 

Drilling is expected to also continue in the deeper areas in the SW part of the licence, 

but seismic will likely be completed ahead of this. Holes drilling to the NE variably 

demonstrate the impact of being marginal to the basin, with shallow intervals of 2-3m 

@ 10-12% K2O, but also areas of 4-5m @ 13-14% K2O (JP3D and Nogueras below). 

Shallow potash has been confirmed in J13-12, J13-03 and J13-13 300-500m deep, 

continuing the trend from historic hole ‘Nogueras’ for ~5km. More specifically, hole 

J13-12 now fully confirms ~2km strike extent between historic holes JP-1 and 

Nogueras, which will form the initial mining area given its shallow depths. 

Deep enrichment: The next ‘slice’ down dip shows a lift in grade and thickness, with 

J13-06 and J13-09 both intersecting sylvinite beds 7-8m thick in excess of 12% K2O 

over the entire interval, with high-grade ~2-3m at 15-17% K2O. Although this won’t be 

mined in the initial years, it demonstrates the quality and sheer size of the resource 

given the distance ~5km from initial mining areas at Nogueras.  

Potential SE twin: The first hole has recently been drilled at Muga, although pre-

assay it intersected a 4.5m bed of sylvinite from only 282m depth. This hole is ~2.5km 

from any other hole drilled (modern or historic) – simplistically 3km * 2km *  4.5m * 

2.1SG * 60% extraction could add 35Mt of reserves from this hole alone. If this 

extends 5km, as seismic suggests, over a 3km wide corridor as in the NW, it could 

add another 85Mt of extractable reserves. Although early days yet, this could 

essentially be a twin of Javier, that could be easily developed to double production. 

New drilling at Javier and high-grade intervals, 2km grid 

                                               

Source: Company data 

3.3m @ 10.1% K2O from 299m 

3.9m @ 12.2% K2O from 751m 
7.8m @ 12.3% K2O from 771m 

incl. 2.4m @ 15.2% K2O 

2.1m @ 12.1% K2O from 475m 

1.5m @ 9.8% K2O from 791m 

6.6m @ 12.8% K2O from 921m 
incl.1.8m @ 17.5% K2O 

5.1m @ 12.9% K2O from 985m 
incl. 2.7m @ 17.0% K2O 

3.0m @ 14.7% K2O from1,011m 
3.9m @ 12.9% K2O from 403m 

incl.2.1m @ 15.2% K2O 

4.5m from 282m, assay pending 

2.4m @ 12.1% K2O from 462m 

1.2m @ 15.7% K2O from 532m 
2.4m @ 13.1% K2O from 459m 

5.1m @ 14.3% K2O from 316m 

3.3m @ 13.8% from 382m 

Shallow, no potash sequence 

4.0m @ 13.4% from 300m 

11.7m from 463m, never assayed 
Historic hole 

Highfield hole 

  

5km 
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Assays from new drill holes at Javier 

 

Source: Company data, carnallite estimated by multiplying MgO by 2.36 for MgCl2, then multiplying MgCl2 by 2.91 

Resource 

Highfields maiden resource of 163Mt @ 10.9% K2O was based on historic data only, 

including 2D seismic plus 10 verified historic holes drilled by the SDP mine owners. 

Using a minimum bed thickness of 2m, with 8% K2O cut off the potash beds ranged 

from 0.6-4.9m thickness at 5.3-16.5% K2O. The inferred resource was defined on a 

1,500m radius around each hole. At the time, Highfield published an exploration target 

of 250-400Mt @ 9-12% K2O. 

The first iteration of new drill data was released in 2Q14 ahead of the PFS, and saw a 

lift in total resource to 269Mt @ 11.2% K2O based on a 1.5m minimum mining width at 

an 8% K2O cut-off. The focus of mining will be on the A and B beds, with a total 

resource for those standing at 155Mt @ 11.5% K2O, or 90Mt @ 11.6% K2O in M&I, as 

well as the 2 bed (shown overleaf). Firstly, we note that carnalite (estimated from 

MgCl2) of 4.7% is well under both ~6% avoided in ROM feed by Canadian peers 

(above which metallurgy can be impacted), and well under the ~10% level that could 

cause mine instability as a result of the readily water soluble properties of carnalite 

when compared to sylvinite.   

This resource has been signed off on by industry experts Agapito, which, in our view, 

gives investors a high degree of confidence. On top of this, the total resource was 

reduced by 15% to reflect geological uncertainty (e.g., faults, etc.). 

From (m) Interval (m) K2O (%) Carnalite (%)

P0 and PA 289.3 7.5 4.0 2.1
PB 298.6 3.3 10.1 1.4
pi-i 304.3 1.2 7.9 13.7
pi-ii 307.3 0.9 4.4 4.4
P1 321.1 1.8 8.8 0.8
P2 324.7 0.6 9.7 1.1

PO interval - upper 737.7 4.5 8.7 4.5
PAB interval - lower 746.4 2.7 7.6 4.3

PAB interval 750.9 4.8 8.9 5.0
P1 interval 765.0 0.9 8.8 4.1
P1 interval 768.0 2.1 8.6 1.3

P2 790.6 1.5 9.8 1.1
P0 interval - upper 723.8 1.2 6.1 0.8
P0 interval - lower 725.9 1.8 4.9 1.0

PAB 751.1 3.9 12.2 1.3
PAB interval 757.4 1.2 5.5 1.9

P1 interval - upper 766.7 1.2 9.5 1.4
P1 interval 771.2 10.5 10.9 1.2

P1 interval - high grade 773.9 7.8 12.3 1.3
including 773.9 1.8 17.5 1.6
including 778.4 2.4 15.2 1.4

P3 788.3 0.9 6.9 1.7
P0 894.7 3.3 11.7 6.5

PAB 921.5 6.6 12.8 1.1
including 921.5 1.8 15.5 1.8
including 924.2 3.9 14.4 0.8

P2 984.8 5.1 12.9 1.2
including 985.7 2.7 17.0 1.4

P4 1011.8 3 14.7 1.4
PA 397.6 3.6 8.2 10.2

including 398.2 2.1 10.3 15.4
PB 403.0 3.9 12.9 0.7

including 403.0 2.1 15.2 1.0
P0 467.3 1.5 7.2 1.6

PAB 475.1 2.1 12.1 0.9
J13-13

J13-05

J13-06

J13-09

J13-12

Javier

J13-03
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Maiden Javier JORC resource based on historic drill data, and K2O grade distribution 

 

 

Source: Company data 

Mining inventory 

Reserves haven’t been defined yet given the PFS stage, with a mining inventory of 

154Mt @ 12.9% K2O estimated by taking higher grade portions of PAB and P2 from 

the main resource. The grade lifts as lower-grade areas are excluded, and mining 

widths are optimised on a grade vs. total extraction basis. For example, lifting the cut-

off to 12% K2O would drop the resource from 154Mt to 107Mt, but lift the grade from 

12.9% to 13.9% K2O. A 60% extraction ratio is applied to the 154Mt resource for the 

mining inventory of 92Mt. With ~4.7Mtpa of ore required to produce 860ktpa of 

potash, this drives a ~20 year mine life. Of note, although the mine plan includes 

~46% inferred resource, the grade of that resource has been ‘trimmed’ by ~1% K2O 

given the wider drill spacing, which means any tonnage risk is likely going to be offset 

by grade upside. In addition, a flat forward grade was modelled for the entire mine life 

– we think optimisation (early years high-grading) should improve this. 

Bed Tonnes (Mt) K2O (%) KCl (%) Insolubles (%) Carnalite (%)

M&I P0 11.9 9.4 14.9 22.7 9.1

PAB 89.7 11.6 18.4 16.0 4.7

P1 17.3 9.5 15.1 13.4 2.7

P2 38.3 12.2 19.3 8.3 3.0

Total 157.2 11.3 18.0 14.3 4.5

Inferred P0 5.1 9.1 14.4 22.4 11.7

PAB 65.5 11.4 18.1 16.8 5.0

P1 3.4 9.3 14.7 12.5 2.6

P2 37.6 11.0 17.4 8.2 2.9

Total 111.7 11.1 17.6 14.0 4.5

M&I and Inf P0 17.0 9.3 14.7 22.6 11.3

PAB 155.2 11.5 18.3 16.3 4.8

P1 20.8 9.5 15.0 13.2 2.7

P2 75.9 11.6 18.4 8.2 3.0

Total 268.9 11.2 17.8 14.2 4.5
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High-grade resource 

 

Source: Company data 

Resource potential expected to double, and/or support doubling of production 

Holes J13-06 or J13-09 (shown overleaf, both 11.7m) can add 175Mt alone based on 

a sphere of influence of 1,500m  with 2.1 SG, so we think there is substantial resource 

growth potential to the NW, as well as down dip to the SW. Furthermore, as we 

documented previously, that J13-07 (the first in the SE extension licence Muga) has 

shown 4.5m of (unassayed) sylvinite adds a potential ~65Mt resource alone. Thus we 

see potential to double the existing resource, but of more relevance, strike extension 

NW or SE could enable a doubling of production, and thus valuation. 

Drill core from hole J13-09  Drill core from hole J13-09 

 

 

 
Source: GMP   Source: GMP 

Mining 

Mining is by conventional underground decline development, with ore to be mined 

using a road-header over 1.5-4.0m mining heights, which has the advantage of being 

able to selectively mine high-grade intervals. For example, the entirety of Seam A and 

Seam 1 average 11.7% K2O (19.2% KCl), but with Seam A (over 80% of the two) 

being assayed over an average of 3.8m, we think reduction in mining height to the 

minimum 2.5m should see grades of up to 14% K2O (22.95% KCl) in places. Utilising 

room-and-pillar mining methods should drive extraction of ~50%. 

Bed Tonnes (Mt) K2O (%) KCl (%) Insolubles (%) Carnalite (%)

M&I PAB 51.6 13.2 20.9 14.2 3.8

P2 31.7 13.6 21.5 8.2 3.1

83.3 13.3 21.1 11.9 3.5

Inferred PAB 39.1 12.5 19.8 15.3 4.1

P2 31.6 12.4 19.7 8.1 2.9

70.7 12.4 19.8 12.1 3.6

M&I and Inf PAB 90.7 12.9 20.4 14.7 3.9

P2 63.3 13.0 20.6 8.2 3.0

154.0 12.9 20.5 12.0 3.5
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Virtual image of proposed underground  Virtual image of decline-access 

 

 

 
Source: GMP   Source: Company data 

Initial development proceeds from surface with a decline down the mining area, 

initially only ~260m deep. Over time, as the mine area goes deeper, a shaft would be 

sunk to enable ore removal from ~500m. The total resource is lowered by 15% to 

account for likely geological losses, i.e., localised faulting. Thereafter, a 60% extraction 

is modelled to maintain stable ground conditions using room and pillar mining.  

Diagrammatic representation of proposed mine sequence and decline-access point 

 

Source: Company data 

Water-free: Critical to the economics and technical difficulty of the project is that the 

hangingwall sequence has zero acquifers. This means that decline sinking is relatively 

easy, and that exploration holes don’t sterilise large portions of the ore body. It also 

reduces risk in the long term. 

Processing 

Highfield has proposed a simple 5.2Mtpa flotation circuit operating at 90% utilisation 

to process 4.7Mtpa. Ore is crushed to -25mm, ground in a rod mill to -0.7mm before 

desliming to remove clays and insolubles. Simple flotation recovers the sylvinite, 
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which is then dewatered, gas dried, with 50% of product sold as-is as standard MOP, 

while 50% is to be compacted to be sold as granular MOP, in both cases as pink K60. 

The key variation between Javier and other resources globally is the lower content of 

K2O. At 85% recovery, ~18% mass yield from processing is expected, driving a ~5.5:1 

ore:product ratio for a 60% K2O (i.e., KCl). Higher-grade deep remote mines with 

~90% recovery from an 18% K2O feed only need a 25% mass yield for an ore:product 

ratio of ~4:1. Simplistically, this adds 40% to mining and processing cost. However, 

the project benefits from the triple advantage of shallow depths and decline access, 

much better logistics to markets than North American, Russian and Belurussian 

peers, and low capex based on both existing infrastructure and the shallow depths. 

Virtual image of processing plant 

 

Source: Highfield 

Insolubles: A key aspect of any potash resource is the insoluble / clay content. 

Insolubles comprise anhydrite and possible polyhalite, as well as clay seen in pictures 

of the core from the prior page. The average insoluble content for the high-grade 

portions of PAB and P2 is 12%. This is less of an issue with processing, which simply 

selectively floats the potash, but needs to be adderssed in the circuit design, where 

de-sliming to <1% insolubles is done via attrition-scrubbing. 

Carnalite is generally absent, a key positive given its affinity for moisture, which 

creates ground instability, and the detrimental impact it can have on flotation. A typical 

cut-off for carnalite ‘contamination’ is ~6% carnalite / 0.4% magnesium going into mill 

feed, although in conventional mine areas of >10% are typically avoided due to 

mining instability issues. Carnalite levels can be estimated by multiplying MgO by 2.36 

for MgCl2, then multiplying that by 2.91 for carnalite.In the high-grade resource 

targeted by the mine plan, the average carnalite is only 1.5%, well under levels where 

physical issues are caused, with MgO of 0.2% under levels at which recovery would 

be impacted.  

Tailings will be stored on surface for the first ~year, but thereafter, the TMF isn’t 

expected to grow substantially as backfill commences, which has the added benefit of 

increasing ground support. 

Infrastructure is very good, with all proposed processing sites located within 5-10km 

of grid power, gas and water. A budget of US$10m has been put aside for electrical 

supply, natural gas supply for drying the potash, and water supply installation. 
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Transport and logistics: The proposed processing plant is located 7km from a 

national highway, which is 45km to an existing rail freight-loading terminal in 

Pamplona. From here it is 255km via rail to the port of Bilbao in northern Spain. The 

capex estimates include US$14m for local road connections and improvements, rail 

freight and port terminal upgrades. 

Pamplona rail freight terminal  Bilbao port terminal 

 

 

 
Source: Google earth   Source: Highfield 

 

Costs: Total capex is US$308, including EPCM and owner-costs, as well as 20% 

contingency. Of note, there is a staged development approach where progressive 

ramp-up over two years means maximum cash draw-down is only ~US$250m. Opex 

is estimated at US$102/t on site (including transport to port), US$122/t including 

contingency, or US$145/t including G&A and sustaining capex. The project is royalty-

free. 
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Pintano 

Pintano is located along strike from Javier on the other side of a shallow ‘saddle’. 

Resource estimates are based on historic drilling only. 

Licences and interpreted potash are at Pintano  Depth to salt dome from deep (purple) to shallow (red) 

 

 

 
Source: Highfield   Source: Highfield 

Geology and resource 

Pintano falls in the same sub-basin as Javier, and consequently has similar geology. 

Potash is hosted in the A, B and 1 Beds from 500-2,000m depth. A maiden 187Mt @ 

11.2% K2O was defined from 400-1,200m deep based on seven of the 10 historic 

holes over a wide interval including all of Bed A, Bed B, and the lower-grade 

interburden. 

Assays from new drill holes at Javier 

 

Source: Company data, cut off 8% K2O 

Substantial halite inter-beds are included in the resource – for example, PP-3 includes 

~4m of halite with >2.2% K2O; in the event of mining, it is expected that selective 

mining would materially lift the ROM grade. Within the 7.3m interval outlined above, 

historic drilling has shown 1.5-3.5m @ 14-16% K2O, which is indicative of a likely 

reserve grade, in our view, above the 11.2% resource grade. 

Historic drill holes from Pintano 

 

Source: Company data 

 

Pintano (100%) Thickness (m) Tonnes (Mt) K2O (%) KCl (%) K2O (Mt) KCl (Mt)

Inferred 7.3 187.0 11.20 17.8 20.9 33.2

2.5m @ 12.2% K2O from 638m 
2.0m @ 14.2% K2O from 643m 

1.6m @ 15.7% K2O from 792m 
2.3m @ 14.7% K2O from 801m 
1.7m @ 15.2% K2O from 807m 

2.5m @ 15.6% K2O from 517m 
3.5m @ 15.4% K2O from 511m 
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Mining and production 

Pintano is somewhat of a ‘hidden’ gem within Highfield. Javier is clearly the most 

advanced, and previous mining at SDP make that a quick-start project, but we believe 

the size and grade potential at Pintano is potentially higher than both. Although not as 

shallow as Javier, grades in historic drill holes suggest a materially higher grade over 

mining widths. Depending on the outcome of economic studies, we see two options 

as being either establishing a twin of Javier at surface, or for a faster permitting process, 

constructing a slurry pipeline between the two mines and expanding the Javier plant. 

In the latter case, similar to the potential ‘SE twin’ at Javier, production could come on 

very quickly with a simple expansion of a central plant. This would offset the higher 

development costs, potentially including a shaft, given the greater depths. 
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Sierra Del Perdon (SDP) 

Geology 

The sub-basin at SDP hosts an evaporate sequence up to 180m thick, thinning to 

zero toward the north and east. Within this, the potash sequence grades up from a 

halite footwall into a lower sylvinite sequence separated from an overlying carnalite 

sequence by a 3-4m parting zone, which drops to 0m in places. The sylvinite horizon 

is typically ~2m thick, although in places this lifts as high as 10m, and grades 13.0%-

15.5% K2O, and in places up to 20-25% K2O as evidenced by historic production 

records. The overlying carnallite sequence typically comprises two seams over 10m, 

the lower of which was most commonly mined over ~3m given the grades of 11-13% 

K2O with grades <10% for the two overlying seams. Sylvinite inter-beds occur within 

the carnalite sequence, and in places these have been mined historically. Halite forms 

the hanging-wall. New drilling by Highfield, shown below, verifies the historic data.  

Results from first three new holes 

 

Source: Highfield Resources 

Historic production  

Initial production from 1972 was via long-wall mining of sylvinite, but later progressed 

to both sylvinite and carnallite. Over the life of mine ~10Mt of potash was produced. 

The company is progressively working to get all historic maps, and currently has the 

Subiza maps (block B, most recently mined).Historically declines were installed as 

deep as 1,600m, and conveyors were used to transport ore to surface, with 

infrastructure developed in the halite footwall. Of note, declines were much less than 

1,600m under the portal, with the depth the results of declining under a mountain 

range. A collation of historic grade estimates of the mine zones is shown overleaf, 

although we understand that the highest grade actually mined was 18% K2O, with an 

average of ~14.4% K2O. 

From (m) To (m) Interval (m) K2O (%)

Total interval 395.8 409.9 14.1 11.47

Upper carnallite 397.7 400.0 2.3 8.49

Lower carnallite 402.4 405.1 2.7 13.03

Sylvinite 405.1 409.9 4.8 15.94

Total interval 415.2 435.8 20.6 8.31

Upper carnallite 418.5 421.8 3.3 8.73

Lower carnallite 426.2 431.1 4.9 11.01

Sylvinite 434 435.8 1.8 15.5

Total interval 201.1 207.5 6.4 7.74

Upper carnallite 203.8 204.7 0.9 10.6

Lower carnallite 205.6 207.5 1.9 13.53

Sylvinite - - - -

Sierra Del Perdon (100%)

SDP-004

SDP-005

SDP-006
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Historic seismic lines and 1982 reserve blocks (red)  Average grade  from historic production 

 

 

 
Source: GMP   Source: Highfield Resources  

Mining strategy and recent drilling 

Extensive seismic surveys were conducted over the evaporate basin, and show a 

series of faults and folds. Reserve blocks were defined between historic exclusion of 

100-300m around faults, folds, margins, mine shafts and drill holes. The blocks 

closest to surface have already been mined extensively, so the opportunity is to 

define a resource and reserve at the ‘next deepest’ section of the deposit, with 

discrete mining blocks separated from the historically mined blocks by faulting. Some 

aquifers have been referenced in historic work (water bearing conglomerate), which 

would have to be taken into consideration for future mines. 

Historic resource and potential mine plan 

Resources and reserves were calculated historically, but the data is inconsistent and 

poorly recorded, with issues on both the georeferencing of data points such as 

development and drilling. Historic reserves were estimated, but details such as 

carnalite vs. sylvinite, cut-off and grade were poorly recorded, so cannot be 

incorporated in an updated resource / reserve. To refresh the historic data, Highfield 

initially drilled verification holes into the shallow portions of the A block and unmined 

areas within the B block. However, looking forward, the planned drilling will now focus 

on the peripheral areas around the unmined areas up dip from A (shown in light green 

overleaf), extending to the WSW toward the much larger unmined D block. This has 

the advantage of only having to decline down ~250m below surface from the eastern 

part of the surface, then proceeding under the ‘hill’ to be ~800m below surface, yet 

only 250m below the portal RL. Furthermore, this allows development to proceed 

~3km along strike at no cost because said development is along-horizon. In all 

likelihood, should mining develop as far along as the unmined Block D, ~6km from 

any portal, a shaft would be used. 
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Historic reserve blocks (mined and unmined) and Highfield drilling at SDP 

 

Source: GMP, company data 

 

Reserve potential: The initial potential mining area extends ~3km along strike by 

~750m width. Similarly, the unmined portion of block D covers ~15km2 (see sidebar 

graphic). At an SG of 2.1 and average mining width of ~5m (50% sylvinite, 50% 

carnalite), this would equate to a resource of ~200Mt in total. Given this calculation 

already includes cut-outs from geological uncertainty / losses, a 60% extraction ratio 

is practical (~50% used at Javier is lower as this incorporates geological buffer 

zones), which equates to a minable 120Mt (or half this for sylvinite alone). At our 

forecast 2Mtpa, this already supports a mine life of 60 year if both carnallite and 

sylvinite are mined, although we would expect a smaller higher-grade portion of the 

resource to become the ultimate focus. Upside above this comes from the carnallite 

layer above historic workings, which was commonly left in preference for the 

extraction of sylvinite. However, this would of course come with increased mining 

complexity, given the old workings.  

While more work needs to be done to define the precise mine plan, our key point is 

that resource in place certainly appears to support a mine life in excess of 25 years, a 

practical limit to our own DCF modelling (~7% DCF value today from future revenue). 

1km2 grid over SDP mining areas 

 

 
Source: GMP 
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Metallurgy and plant design 

There are two key considerations for the SDP plant: (1) the proximity to Pamplona 

itself, which would suggest a nil-tailings crystallisation plant would be more readily 

permitted; and (2) the combination of both sylvinite and carnallite in discrete horizons. 

On this basis, the company’s scenario analysis suggests crystallisation is preferred 

over flotation, with scenarios of sylvinite, carnallite and sylvinite + carnallite initially 

investigated by consultants Hatch. While the capital intensity and opex is higher than 

for a flotation plant, the higher grade ore at SDP, plus ability to produce 99.9% 

vacuum salt for sale into the chemical and food industries, drive similar costs to those 

at Javier. 

Given the higher capex, the company is proposing a lower throughput 2Mtpa 

crystallisation plant, which at 97% recovery and 14% K2O would generate ~440ktpa 

of K62 product at a mass yield of ~22%. Initial dissolution would generate a mud tail 

which would be used for backfill, lime would then be added to precipitate and remove 

magnesium from carnallite as magnesium hydroxide, and also remove gypsum, 

before addition of soda ash to remove calcium carbonate. Two stages of salt 

crystallisation would produce products for both the chlor-alkali market (production of 

caustic soda, chlorine and hydrogen from electrolysis of salt solution) and the food 

market (~99.5% pure). Finally, white KCl is crystallised at low temperature – nil 

premium is expected against traditional pink K60 given that, rightly or wrongly, most 

off-takers prefer pink product. 

Summary of GMP modelled production parameters for SDP 

 

Source: GMP 

  

SIERRA DEL PERDON (100%) HFR GMP

Mining inventory (Mt) - 100

ROM grade (%  K2O) - 13.5%

Mining / processing rate (Mtpa) - 2.00

Recovery (%) - 97%

Mass pull (%) - 21%

Plateau production (ktpa KCl) - 422

Product grade (%  K2O) - 62.0%

Opex (US$/t FOB) - 154

Opex (US$/t FOB, net salt credits) - 95

Capex (US$m) - 200

Peak capital needed (US$m) - 200
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APPROVALS PROCESS 

There are multiple stages of permitting and approvals required for mining in Spain, with 

the key permit being the Mining Concession. This is fed by two streams: (i) mining; and 

(ii) environmental, which run in parallel to each other. Once the Mining Concession is 

granted, a more routine Construction Licence allows build start, followed by an Activity 

Licence to allow production. Of note, it has taken some time for all Investegation Permits 

to be approved, but once the project moves into EIS-mode, the company aims to have it 

declared a project of regional significance, which triggers the government recruitment 

of dedicated staff to deal with, and thus expedite, the application. 

i. March / April: Memoria Resumen submission – Highfield has been working on 

this for some time, and thus aims to submit almost immediately post granting of 

the Investigation permit. Once submitted, a one-month public consultation follows 

ahead of issuance. Site-specific design / planning isn’t required for the Memoria 

Resumen, taking that off critical path. The ‘Response to Memoria Resumen’ 

dictates the EIS required for the full Mining Concession. 

ii. Mid-2014: EIS submission – Highfield is already working on this, with Territorial 

Diagnosis, Specific Studies and preliminary Impacts identified, while Field 

Studies, Prevention and Correction Actions and Monitoring Programmes 

continue. The EIS relies on site selection and associated site-specific impact studies 

(i.e., for TSF). The statutory turnaround time was recently reduced from 18 

months to 6 months, but we conservatively estimate it will take at least 10 months. 

iii. 2014: Mining Concession granting is required prior to the Construction Licence 

granting, and similarly, the Construction Licence is required for the Activity licence; 

however, these two can be applied for ahead of time, reducing the total time. 

Permitting route proposed for Highfield potash mines in Spain 

 

Source: GMP, company data 
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Local view to date: An early view on local support / opposition comes from the 

Investigation permit application, which comes with a public consultation. At Javier, the 

Goyo public consultation resulted in a single Town Hall (Liedana) requesting that all 

mining grids over its territory be excluded. This request was not upheld and the 

investigation permit was granted. We understand that a single Town Hall similarly 

lodged opposition to SDP. 

Favourable precedent: There are numerous precedents for mining applications 

within the Navarra region in Spain, the most recent of which is the Magnesitas 

Navarre. That company was granted its environmental permits in 2012 for an open-pit 

magnesite operation in Navarra, with the critical EIS only taking ~ one year to approve. 

Waste is critical: A key component of permitting will be waste disposal. The company 

aims to partially backfill, although this clearly increases costs. Secondly, it will attempt 

to reduce volumes with local sales, initially of the decline development ore, and 

ultimately of salt, which ultimately accounts for ~40% of the tailings. 

Our view: The Navarra region of Spain is well served by heavy infrastructure (road, 

rail, power) and medium industry is common (quarries, paper factories, small to 

medium-sized power plants). Also, while Town Hall feedback must be incorporated, 

approval ultimately rests with the Regional and Municipal Authorities. With this in 

mind, we see no major reason why the project shouldn’t ultimately achieve permitting, 

not the least given the historic mining at SDP. However, where we do see the risk is in 

timing – certainly the authorities should turn around the Memoria Resumem, EIS / 

EID, and Mining Concession in reasonable time frames, but government bureaucracy 

is rarely as fast as the private sector would like. Key components of the environmental 

permitting, in our view, will be: 

 Waste: While tailings storage areas can be permitted, we expect a focus on 

efficiencies including off-take and back-fill plus salt sales. Any carnallite / Mg 

in the ore will need to be dealt with separately; 

 Transport: Trucks from the mine heading to the plant, and from the plant to 

Pamplona, will need to be carefully managed;  

 Water and electricity: While sufficient supply is in the system, authorities 

will focus on recycling and efficiencies; 

 Cultural sensitivities: The planned mining area lies not too far from the 

Comino trail, and vultures are protected in the area. In both cases, the 

mining and processing areas will be out of line of site and direct impact. 

Offsetting environmental considerations are the substantial positive impacts to the 

local employment and economics of the region. The provinces of Navarra and 

Aragon, in which the project lies, have 16 and 19% unemployment, respectively. It is 

estimated the project will support over 10,000 man years of employment (direct and 

indirect) over the 20-year life of the project. 
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LICENCES 

In Spain, an extendable one-year exploration licence is granted first (with three 

possible one-year extensions), allowing non-invasive work. An Investigation Licence 

follows, typically granted over three years with one extension. At all three projects, an 

Investigation licence has been granted over the core where new drilling has been 

undertaken, and is under application on peripheral extensions interpreted by 

Highfield. However, some applications for Investigation permits over central permits 

that could cover initial mining areas are still outstanding at Javier and Pintano. That 

said, in three of four cases, local approvals have been given and licences are 

expected shortly. 

Licences held by Highfield over three key permit areas 

 

Source: Highfield Resources 

BOARD AND MANAGEMENT 

Management is represented by two representatives from the vendors, two 

representatives from early-investor EMR capital, and the remainder of the board: 

Independent Managing Director Anthony Hall (40k shares, 6.5m options, FY14 

A$280k salary) is a lawyer with 20 years’ commercial experience in venture capital, 

risk management, strategy and business development. Prior to Highfield, Anthony 

served as head of Strategy and Business Development at Lend Lease Solar, 

including investment execution with the Venture Capital group.  

Vendor representative non-executive Chairman Derek Carter (5.5m shares, 

11.0m performance shares, 1.5m options, FY14 A$140k salary) is a geologist by 

background, holding senior positions at Shell, including as Chief Geologist in Spain. 

More recently he founded Minotaur Gold in 1993 and is currently Chairman there. He 

is also Chairman of Petratherm, and a NED of Mithril Resources and Blackthorn 

Resources, and a former board member of Toro Energy.  

Vendor representative Executive Director Pedro Rodriguez (5.5m shares, 11.0m 

performance shares,1.5m options, FY14 €180k salary) has over 30 years’ experience 

in Spanish mining services with six international mining companies including BHP, 

Newmonth, and Ormonde. Most recently he had responsibility to the board for 

developing a chemical complex producing 1.4Mtpa of base metal concentrate.  

EMR Capital representative NED Owen Hegarty (no shares or options, FY14 

A$50k) was appointed as an NED in 3Q13 – a mining industry veteran who was 

Project Tenement Permit type Application Granted

Javier Goyo Investegation 19/07/2011 24/12/2012

Javier Fronterizo Investigation 21/06/2012 05/02/2014

Javier Muga Investigation 29/05/2013 09/04/2014

Javier Vipasca Investigation 06/11/2013 Pending

Pintano Molineras 10 Investegation 20/11/2012 06/03/2014

Pintano Molineras 20 Investegation 19/02/2013 Pending

Pintano Molineras Exploration 20/07/2011 22/11/2011

Pintano Puntarron Exploration 27/11/2012 27/05/2013

SDP Quinones Investegation 19/07/2011 07/08/2012

SDP Adios Investegation 19/07/2011 07/08/2012

SDP Ampliacion Adios Investegation 26/10/2012 14/02/2014
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previously CEO and founder of Oxiana, prior to which he spent 25 years with Rio, 

including as MD of the Australian copper and gold business. 

EMR Capital representative NED Richard Crookes (no shares or options, FY14 

A$50k) was appointed as an NED in 3Q13 – he is a geologist with over 25 years’ 

experience, most recently in the investment industry. Richard was formerly an 

Executive Director at Macquarie Bank Australia’s Metals Energy capital Division, prior 

to which he was Chief Geologist and Mining Manager of Ernest Henry Mining. 

Management 

John Claverly was appointed as general manager in 1Q13 – an industrial engineer 

who has been a Spanish resident for over 20 years. John’s background is in civil 

engineering projects, including real estate and infrastructure construction. Gonzalo 

Mayoral is a mine engineer, who worked for Terratest Group, a soil and foundations 

specialist consultancy. He has over 15 years’ commercial experience and holds a 

MBA and Masters in Environmental Impact Assessments. 

CORPORATE STRUCTURE 

The company currently has 135.5m shares in issue for a market cap of ~A$60m. At 

the time of acquisition of the Spanish projects for 50m shares, the vendors were given 

103m performance shares. The first 51.5m shares convert on delineation of a JORC 

indicated resource of 150Mt @ 13% K2O (or 125Mt@14%, 100Mt @ 15%, 75Mt @ 

17% or 50Mt @ 20%) – these should now issue given the high-grade resource grade-

tonnage curve shows 151.2Mt @ 13.0% K2O. A further 51.5m performance shares 

convert into ordinary shares once all approvals are in place for a 500ktpa potash 

mine, giving a diluted market cap of ~A$100m. 

If the project is sold prior to conversion of performance shares and, according to the 

vendor agreement, prior to “the completion of sufficient work to enable the Milestones 

to be achieved”, the performance shares would convert at the sale price, less A$10m, 

divided by A$0.20, e.g., the maximum 100m shares would be issued at a sale price 

over A$0.20/sh.  
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SPANISH PEERS 

Iberpotash, a subsidiary of ICL, operates the Cabanasas mine / Suria plant and the 

Vilafruns mine / Sallent plant 12km away. Current production is 630ktpa of granular 

potash and 50ktpa technical potash with ~1Mtpa of salt. Vilafruns / Sallent is to be 

shut down in 2014, with Cabanasas / Suria to be expanded and a new vacuum salt 

plant at Suria is scheduled to commission in 2014 at a cost of €160m. The long-term 

plan is to lift production to 1.1Mtpa KCl and ~3Mtpa of salt, half of which is upgraded 

to vacuum salt, from 2017.  

Mining: Vilafruns has a ~2,500m decline, mining 10kpd of sylvinite ore (KCl and 

halite mix) at a grade of ~22% KCl (13.4% K2O).  Cabanasas has an 800m deep 

vertical shaft with 30t skip with 10ktpd capacity, although operations currently only 

produce ~7ktpa of higher-grade ~27% KCl ore (16.5% K2O). In both cases, ore is 

mined with electric road-headers, a more efficient method than previous conventional 

mining. The expansion at Cabanasas will be supported by a new 4,500m decline  

Processing: The Sallent plant has a capacity of 45ktpa, while Suria can produce 

580ktpa of KCl. The plants have a similar design – primary ore is crushed and ground 

to -1.5mm to enable removal of clays before conventional flotation is used to separate 

the potash from salt. Pine oil or guar gum is applied to make the potash hydrophobic, 

which then drives it to adhere to air bubbles in the float circuit, with final product of 

either granular (2-4mm) or standard (1.5mm). The salt tail is sold to the chlor-alkali 

and road de-icing industries, although a large-scale evaporation and crystallisation 

plant is being constructed to upgrade this to table / chemical grade from 2014. Initial 

production will be 750ktpa of salt, with 50ktpa potash by-product. 

Transport: the finished product is railed to Barcelona, which is ~70km from Suria and 

Sallent. The company has a dedicated terminal in Barcelona, with recent investment 

of €100m supporting ~200 rail cars a day. 

Port facilities at Barcelona

 
Source: Google Maps 

Continuous miner  

 
Source: Iberpotash 
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Source: GMP estimates, ratios ‘nm’ denotes not material as mine-build equity isn’t modelled, with 0.25xNAV used to capture this instead 
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