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High margins in a growing market 
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On a risk/return adjusted basis, we believe Highfield represents the 
best development exposure in the potash sector.  The capital cost is 
financeable at 1.4x the company’s diluted market capitalisation, 
coupled with 4.0x equity upside (un-risked) over the next three 
years based on the average producers EV/EBITDA multiple.  The 
key near term catalysts for the project are completion of the DFS, 
permitting and financing.  We rate Highfield a BUY with a risk 
adjusted (0.8x NPV10%) Price Target of AUD 1.20/share. 

Agronomy thesis and premium sector multiples 

We see a favourable outlook for the Muriate of Potash (MOP) 
market as rising incomes in the world’s developing economies drive 
an increasing demand for staple grains and a protein rich diet.  In 
addition to a favourable macro outlook, potash producers of the 
world trade on significantly higher earnings multiples than 
conventional mining companies.  The FY’15e EV/EBITDA producer 
multiple is 8.6x, versus 6.5x for the largest diversified miners. 

Proximity to markets with access to first world infrastructure 

As opposed to other bulk commodities, potash prices are built up 
from the Vancouver spot price, plus freight (from Vancouver).  This 
gives Highfield a competitive advantage over Canadian producers 
due to lower freight costs given Spain’s proximity to both European 
and Brazilian markets.  A duel carriage highway and two ports near 
the project will facilitate access to these markets. 

Permitting is the key catalyst  

Permitting represents the key project catalyst for Highfield.  The 
team has permitting experience in Spain and we believe it is a 
matter of when rather than if Highfield will receive its mining 
concession (due September ’15).  
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Target price (AUD) 1.20

Share price (AUD) 0.82

Ticker HFR.AX, HFR:AU

Sector Metals & Mining

Shares fully diluted (m) 339.8

Market cap (AUDm) 277

Net debt (AUDm) -17

Minority interests (AUDm) 0

Enterprise value 15e (AUDm) 260
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AUDm 2014 2015e 2016e 2017e 2018e

Revenues -                         -                         -                         43 268

EBITDA (6) (6) (4) 15 117

EBIT (6) (6) (4) 12 102

EPS (0.02) (0.02) (0.05) (0.02) 0.14

EPS adj -                         -                         -                         -                         -                         

DPS -                         -                         -                         -                         -                         

EV/EBITDA - - - 48.0 5.3

EV/EBIT - - - - 6.1

P/E adj - - - - -

P/B 3.84 4.13 2.41 2.58 1.80

ROE (%) - - - - 36.0

Div yield (%) -                         -                         -                         -                         -                         

Net debt (12) (17) 193 285 208



 

 

Highfield Resources Ltd Initiating Coverage 

5 Feb 2015 Pareto Securities Research 2(25) 

Investment Thesis 

 

Agronomy thesis supports growing potash demands 

We see support for potash demand as the world’s population continues to 
grow.  This is expected to drive a necessity to increase crop yields with demand 
for meat and grains.  When coupled with less arable land per person, farmers 
will require a heavier use of fertilisers, for which MOP is a key ingredient.  
 
Less arable land and increased protein consumption to drive potash demand 

 
Source: K&S 

 

Capex : Return ratio puts Highfield in first place 

On Pareto numbers, Highfield ranks as the most financeable (developer owner) 
project with the highest potential return (calculated as (8.6 x EBITDA-
Debt)/(Diluted Mcap)).  The company has a fully diluted market capitalisation of 
AUD 277m versus a capex requirement of USD 308m (1.4x ratio) for a potential 
return of 4.0x initial investment.  This compares to Allana Potash with the 
second lowest ratio, it has a market capitalisation of USD 80m and a capex 
requirement of USD 642m (8.0x ratio), versus a potential return of 5.4x initial 
investment.  Whilst both Allana Potash and Verde Potash have higher potential 
returns of 5.4x and 4.5x respectively, they are much less likely to be financed 
with capex to market capitalisation multiples of 8.0x and 8.2x.  
 

Potash projects: financing and returns (bubble size represents funded market cap) 

 
Source: Company Reports, Factset, Pareto  

Allana

Elemental

Highfield

Sirius

Verde 

Karnalyte

South Boulder

MAG Industries 

Producers x8

0x

1x

2x

3x

4x

5x

6x

7x

0x 5x 10x 15x 20x 25x 30x 35x 40x 45x

P
o

te
n

ti
al

 r
e

tu
rn

s 
o

n
 in

it
ia

l c
ap

it
al

Capex/MCap ratio (lower ratios are financable)

We see strong support for 
potash demand as the 
population and the necessity to 
increase yields grow 

Low capex relative to market 
capitalisation coupled with 4.0x 
valuation upside makes 
Highfield the most attractive 
developer in the sector 
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Valuation and Recommendation 

Our valuation is a base case sum-of-parts NPV10%. We have assumed 70/30 
debt/equity financing to calculate a diluted valuation.  We apply a 0.8x multiple 
to our NAV to calculate Highfield’s Price Target, and will progressively unwind 
this discount as the company secures permitting and financing for the project.  
We rate Highfield a BUY with a Price Target of AUD 1.20/share. 
 
Based on consensus forecasts, the market average FY15 EV/EBITDA multiple is 
8.6x.  On our forecasts, Highfield is currently trading on a multiple of 1.5x its 
first full year production earnings (year ended 31 Dec ’18).   
 

Pareto Sum-of-Parts Valuation 

 AUD m AUD/share 

Muga 647 1.27 
    Project financing (equity) 128 0.25 
Cash  25 0.05 
Debt 0 0.00 
Corporate (44) (0.09) 
Unpaid Capital 20 0.04 

Sum-of-parts valuation AUD 776m AUD 1.52/share 

Discount Rate  10.0 % 
Fully Diluted Shares (includes funding)  510m 
Multiple (NPV to PT)  0.8x 
Price Target   AUD 1.20/share 

Source: Pareto 

 

Less market overhang than expected 

Our industry research indicates the volume of excess capacity in the potash 
market is less than estimated by the International Fertilizer Industry Association 
(IFIA).  The IFIA 2014 capacity estimate is 81.0Mt of KCl, versus estimates of 
68Mt from Mosaic and 66Mt from Potash Corp.  This compares to 2014 demand 
of 59Mt.  Surplus capacity remains in the market, however producers continue 
to exercise discipline in pursuit of a price over volume strategy.   
 

The potash margin curve and the competitive advantage  

A ‘margin curve’ as opposed to a cost curve gives a more accurate picture of the 
potash market due to pricing differentials based on where the potash is 
delivered.  As opposed to other bulks markets where prices are indexed to the 
largest market and freight is absorbed by the seller, potash prices are built up 
from the Vancouver spot price plus freight from Vancouver to the destination 
market.  Highfield’s proximity to these international markets (Brazil and Europe) 
gives it a competitive advantage on the freight costs of approximately USD 40/t.  
 
Highfield is by no means the lowest cost producer in the market, however it is 
placed to generate some of the largest margins in the sector.  When considered 
on a margin basis the Muga project is comfortably in the top quartile (largest 
margins) due to its proximity to the European and Brazilian markets.  As a result 
we believe the project is well placed to remain profitable throughout the cycle.  
 
 

  

Highfield has access to a skilled 
workforce around Pamplona  
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2013 potash cartel breakup  

In July 2013 Russia’s Uralkali quit the Belarusian Potash Company (BPC), one of 
two potash cartels, and moved to maximise volume over price.  The breakup 
ended an informal global pricing cartel and sparked a sharp sell-off in listed 
potash equities and the spot potash price.  Despite market hopes of 
reconciliation, Uralkali CEO Dmitry Osipov said in September 2014 that there 
had been no talks with Belaruskali since April and that none were planned.  It 
seems unlikely that the two will be able to resolve their differences and 
cooperate once again.  
 
Potash prices and equity market have largely recovered from the break-up.  The 
risk is likely to the upside with no future cooperation expected and thus not 
priced in.  

 
 

Potash cartel structure and market share 

 
Source: Company Reports, Pareto  
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Background 

Upcoming news-flow  

Highfield’s development timeline should see a solid flow of news over the 
coming year as the company aims to complete its Definitive Feasibility Study 
(DFS), secure permitting approval and finance the project for construction in the 
December quarter. 
 
 March 2015: Resource update 
 March 2015:  Muga DFS completion 
 September 2015: Permitting approval 
 End 2015:  Financing  
 End 2015:  Project construction commences 
 1H CY17:  First production 
 January 2018:  Full production rates achieved 
 

Past announcements against share price moment 

The share price has performed strongly over the past two years in what has 
been a relatively static market.  
 
 January 2015:  MOU signed with Bilbao Port Authority 
 December 2014: MOU signed with Port of Pasajes, San Sebastian 
 December 2014:  Muga mine concession lodged 
 June 2014:   Equity raising for AUD 32m at AUD 48c 
 May 2014:   PFS for Muga-Vipasca Project completed 
 April 2013:  Initial AUD 10m investment from EMR Capital 
 October 2012: Highfield acquires Spanish Potash projects. 
 

Company News Flow  

 
Source: Highfield, Pareto 
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April 17, 2013:
AUD 10m 
placement to 
EMR Capital 

June 13, 2014: 
AUD 32m 
capital raising 
completed at 
AUD 0.48/share 

May 20, 2014:  
PFS released for 
the Muga-Vipasca 
Project

December 11, 2014:
Muga mine 
concession lodged 

December 18, 2014: 
MoU signed with 
Port Authority at 
San Sebastian

July 30, 2013:
Russia's Uralkali quits 
the Belarusian Potash 
Company, a joint 
venture with 
Belaruskali.  

January 19, 2015: 
MoU signed with 
Port Authority at 
Bilbao
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Potash – a growing market 

Potash is gaining attention as the conventional commodities fall out of favour 
with investors as world growth tapers and in many cases supply growth persists.  
Potash is a fertiliser ingredient containing potassium, one of the three key 
nutrients supporting plant growth.  It occurs in a variety of minerals with sylvite 
being is the most desirable due to its high potassium content and inexpensive 
processing relative to the more difficult carnallite.  
 
Sylvite (KCl) is mined and processed to produce Muriate of Potash (MOP) which 
can be sold in a standard or granular form for direct application or to be mixed 
to produce NPK fertilisers.  
 
Standard versus Granular potash 

 Standard Pink Potash Granular Pink Potash 
Uses  NPK fertilisers Direct application 
Markets India, SE Asia Brazil, Europe USA & China 

Source: Uralkali 

 
Potash is most commonly formed when a large salt water basin is cut off from 
the ocean followed by evaporation which leaves deposits of salt layers. 
 
The geology of Highfields project sets it apart from other projects in the market 
as the lowest capital cost development story.  Whilst most deposits are found at 
depths of around 1,000m or more, Highfield’s Muga project starts from around 
250m and does not have an aquifer above the deposit as most do.  The result is 
a capital budget of USD 308m versus the next lowest; Allana Potash at around 
USD 642m.  Aquifers can also pose a significant risk to mine integrity, as we 
recently saw with the collapse of Uralkali’s (LON: URALL) Solikamsk mine in 
Russia.  
 
Our recent site visit to Highfield’s project on the outskirts of Pamplona 
convinced us of the projects merits.  Pamplona is surrounded by industrial 
factories and a skilled workforce which is suffering from high unemployment. 
Whilst permitting remains a risk, the company is working closely with the 
community via a number of initiatives and has Mr Pedro Rodriguez managing 
the permitting process who has been responsible for the approval of multiple 
operations in Spain.   
 
Highfield is prioritising its Muga project with its favourable economics: depth, 
widths and grades.   
 
The pink MOP which Muga will produce is typically used for direct soil 
application. The difference between white and pink potash is almost exclusively 
visual (Fe content gives the pink colour), however farmers prefer to use a pink 
product that they recognise. 
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Muga Potash Project 

The Muga Potash Project is Highfield’s flagship project which it is pushing 
towards completion of a DFS in the March quarter.  First production is expected 
during the 1H of 2017.  
 
Highfield completed a PFS for the development of the combined Muga-Viscapa 
Project in May 2014 targeting the PAB sylvinite potash beds.  Since then the 
Muga and Viscapa deposits have been split into two stand-alone projects.  We 
have adjusted our metrics based on any announced changes to the PFS.  
 
Highfield is updating its resource statement on the back of a recent drilling 
campaign.  The updated numbers are expected to be announced this quarter. 

 
Muga-Vipasca combined resource 

 Resource tonnes K2O % KCl % 
Measured & Indicated 157Mt 11.3% 18.0% 
Indicated Resource 133Mt 11.1% 17.6 
Total 268.6 11.2% 17.8% 
Source: Highfield 

 

Development and operating metrics 

The Company has a team of 25 staff in Pamplona working towards permitting, 
studies, financing and ultimately construction of the project.   
 
We have not incorporated potential earnings from sales of salt by-products into 
our earnings or valuation.  
 
Operating metrics 

Production numbers   
Ore throughput Mtpa 4.7 
Utilisation % 90 
Recovery rate % 84.6 
Production of K60 Ktpa 860 
Mine life Years 20  

 
Capital Costs   
Underground development USDm 48 
Process plant & infrastructure USDm 161 
Utilities & logistics USDm 24 
Permitting USDm 1 
EPCM USDm 22 
Contingency (20%) USDm 51 
Total  USDm 308 
Working capital (Pareto assumption) USDm 32 

Source: Highfield 
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Operating Costs 

Mining USD/t 50.1 
Processing USD/t 45.3 
Transport USD/t 27.0 
G&A USD/t 13.3 
C1 Cost  USD/t 135.6 
Depreciation USD/t 17.9 
Sustaining Capex USD/t 9.0 
C2 Cost USD/t 162.0 
Royalties USD/t 0 
Head office USD/t 3.7 
Interest USD/t 5.2 
Shipping USD/t 10.0 
C3 Cost USD/t 180.9 

Source: Highfield 

 

Mining method 

Highfield’s project sets it apart from the other producers with a pre-production 
capex cost of less than half that of the next lowest capital cost developer (Allana 
Potash Corp USD 642m).  This is a reflection of the deposit’s shallow setting and 
the absence of any aquifers above the deposit, which allows Highfield to access 
the deposit via a decline rather than a shaft. 
 
The deposit will be mined using room and pillar underground mining techniques 
(as opposed to solution mining) which allows for more selective mining. 
 

Mineral processing & metallurgy 

Highfield has chosen floatation, rather than crystallisation, as the processing 
method for its ore.  Initial metallurgical testwork has shown the ore to be 
relatively coarse, which may result in higher recovery rates and lower use of 
reagents in actual production.  As a result of the floatation processing the 
potash product will be pink, rather than white when processed via 
crystallisation.  
 
Processing Flowsheet 

 
Source: Highfield 
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Tailings 

The initial 12 months production of tailings will be stored above ground in a 
manner that ensures no leaching of salt into the surrounding area.  Dealing with 
salt by-products has historically been one of the key issues faced by potash 
miners.  
 
After some 12 months there will be sufficient voids in the underground mining 
operations to cater for the backfilling of tailings into the mine.  This has two 
significant advantages; 1) it increases extraction ratios as tailings provide 
additional geotechnical support for mined areas, allowing pillars to be mined; 
and 2) it reduces the negative above ground environmental impacts of tailings 
dams. 
 

Logistics 

Highfield has been refining its transport method and looks to have decided on 
trucking to an existing port as the preferred transport solution.  The Muga 
Project’s location relative to the necessary infrastructure (road, rail and port) is 
a significant advantage.  As with any bulk commodity, access to seaborne 
markets is a key influencing factor on capital costs and ultimately the success of 
a project.  
 
In December Highfield signed an MOU with the Port Authority of Pasajés at San 
Sebastián and in January with the Port Authority of Bilbao.  The Port of Pasajés 
is just 150km by road (dual highway) from the Muga Project.  Whilst the MOUs 
are non-binding, they confirmed the availability of significant port capacity and 
offer optionality and the potential for future expansions 
 

Product & marketing 

Highfield is looking to produce a granular pink K60 product.  This product is the 
industry norm and will be targeted at the North West European market (Spain, 
Portugal and France in particular) and the Brazilian market.  We have assumed a 
50/50 split for pricing and transport related inputs. 
 

Financing  

We assume that Highfield will fund the USD 308m capital cost using a 70/30 
ratio of debt to equity.  We have also assumed AUD 40m in working capital will 
be required.  For equity dilution purposes we conservatively assume the capital 
is raised at AUD 0.75/share, representing a 8% discount to the current share 
price and requiring 170m shares to be issued.  We anticipate the share price will 
be higher after permitting, when funds will be required. 
 

Muga, Vipasca and Pintano Project areas 

 
Source: Highfield 
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A pipeline of projects to follow Muga 

Sierra del Perdón Project 

Historically two mines have operated on the Sierra del Perdón project, between 
1963 and 1996.  A total 54Mt of sylvinite and carnallite ore were extracted over 
this period at a maximum production rate of ~550ktpa for 10Mt of K60 potash.  
The deposit was mined via a ramp and conventional underground mining. 
 
In the background to the Muga DFS, Highfield is completing a Scoping Study on 
the Sierra del Perdón project which is expected to be completed during 2015. 
 
Potash production history from Sierra del Perdón  

 
Source: Highfield 

 

Vipasca Project 

Vipasca is now a stand-alone project after being split from the Muga project.  It 
represents the deeper (500-800m) yet higher grade extension of the same 
seams which occur in the Muga tenement area.   
 
Highfield’s recent drilling program has shown the deposit contains wide 
contiguous intervals of potash mineralisation including 9.6m at 14% K2O.  The 
recent drill results will be incorporated into an updated resource statement due 
out in the current quarter (the Vipasca resource is currently part of the 
combined Muga-Vipasca resource).  
 
Based on the existing resource and these results, Vipasca looks like it will 
support another mine and should deliver strong returns as it leverages off the 
Muga infrastructure.  Highfield will complete a scoping study on the project 
with an aim to bring Vipasca online after the Muga operation is established.   
 

Pintano Project 

The Pintano Project is adjacent to the Muga and Vipasca projects, covering an 
area of 125km

2
.  Potash occurs between 500-1,200m depth with an average 

resource thickness of 7.3m.  
 

Pintano resource 

 Resource tonnes K2O % KCl % 
Indicated Resource 187Mt 11.2% 17.8% 
Source: Highfield 

 

  



 

 

Highfield Resources Ltd Initiating Coverage 

5 Feb 2015 Pareto Securities Research 11(25) 

Potash Marketing & Outlook 

Potash market and margin curve 

Highfield is well placed on the margin and cost curve.  Based on the company’s 
PFS numbers, Highfield is set to generate some of the largest margins in the 
industry as a result of the deposit’s shallow depth, wide intervals and low 
freight costs to Europe and Brazil from Spain.  Whilst we would expect some 
movement in these operating costs when the DFS is announced later this 
quarter, we believe the large margins will be maintained, securing Highfield a 
position in the top quartile of the margin curve.  
 

Potash Margin Curve 

 
Source: Pareto, Company Reports 

 
BHP is progressing with its Jansen project although we believe development is 
likely to be delayed from its current schedule.  Given the lead time to 
production we do not believe it is a threat to the development of Muga or the 
MOP price in the short-medium term.   
 
World potash production and sales 

 
Source: K&S 
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MOP and SOP 

There are two key forms of potash sold to the market.  MOP is the most 
common form and represents the majority of the market with annual 
production of circa 60Mtpa compared to Sulphate of Potash (SOP) which is 
much smaller at circa 6Mtpa. 
 
MOP (KCl) has a high potassium content by weight (50%) and price.  The 
chloride content can also be beneficial where chloride levels in the soil are low. 
 
SOP (K2SO4) is a premium product which is used for the cultivation of crops that 
are sensitive to chloride such as tobacco, pineapple or avocado.  
 

Potash Demand 

There is a positive fundamental outlook for both the MOP and SOP markets. 
Demand growth is primarily driven by increasing incomes and populations in 
China, Brazil, India, Indonesia and Malaysia. The key factors which are expected 
to influence potash demand into the future are as follows:  
 
 Rising incomes in developing economies. As economic growth results in 

rising incomes, more people progress from subsistence diets. This will drive 
increased demand for staple grains and protein rich meat.  

 Growing population. Forecasts are for world populations to rise from close 
to seven billion today to more than nine billion by 2050. Holding per capita 
demand equal would see demand rise by 29%.  

 Declining available arable land. As populations, cities and suburbs continue 
to grow, the amount of arable land available decreases. As a result the 
remaining farmland needs to be more productive and higher yielding.  

 Low yields in developed countries. Crop yields vary significantly between 
countries, with higher yields in more developed countries. As a result, 
developing countries have considerable room to improve their crop yields.  

 Increasing demand for biofuels. Production of crop based biofuels including 
ethanol and biodiesel increases demand for potash.  

 

Potash Supply 

For the past decade, around 60% of the world’s potash production has been 
marketed by an oligopoly, Canpotex (comprised of PotashCorp, Mosaic and 
Agrium) and Belarus Potash Company (BPC) (comprised of Uralkali and 
Belaruskali). Unlike other commodities, many potash producers have often 
operated at less than full capacity in a price over volume strategy.  
 
In July 2013, Uralkali withdrew from its marketing joint venture with 
Belaruskali.  Uralkali, the industry’s lowest cost producer with the most unused 
capacity, publically stated that in future it would prioritise volume over price, in 
effect bringing the cartel to an end.  Potash price and equity values fell sharply 
following this announcement, however they have since recovered.  We do not 
believe the volume of surplus capacity in the market is as large as the IFIA 
states.  
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Risks 

As with any development project, there are risks associated.  The key risk for 
Highfield is the receipt of its mining concession from the Spanish Government.  
Highfield lodged its mining concession application for the Muga Potash Mine in 
December and anticipates that it will receive the licence by Q4 CY’15 when it 
intends to begin construction of the project.  There is a chance that the mining 
concession could be granted earlier, however as Spanish local elections are in 
May 2015, we have assumed a longer approval timeline.  Having been to site to 
meet the team and see the project, we are confident Highfield’s community 
initiatives and social involvement will allow them to meet this timing. 
 

Spanish approvals process for mining projects 

 
Source: Highfield 

 

Permitting risk in Spain 

The permitting risk in Spain is perceived as difficult due to a number of high 
profile cases: 
 Astur Gold (AST:TSX) permitting of the Salave Gold Project: in December 2014 

the company received a negative decision on its Environmental Impact 
Assessment.  Astur is an open pit refractory gold project on the coast.   

 EMED Mining (EMED:LON) permitting of the Rio Tinto Copper Project: EMED 
has been seeking permitting approval for the project since it was acquired in 
2007.  The delay is specific to EMED as the brownfields Rio Tinto project 
carries significant environmental concerns due to water dams and waste 
dumps from the mine’s historic operation. 

 
Despite the negative press and perceptions, there are a number of operating 
and approved mines in Spain: 
 Berkeley Resources (BKY:ASX), Salamanca Project: owns two uranium projects 

in Spain.  It has received a Mining Licence for its Retortillo Project and has 
submitted initial documentation for its Alameda Project. 

 Iberpotash: a subsidiary of ICL Fertilisers produces potash from its two mines 
in Catalonia, Spain.  

 Lundin Mining (LUN:TSX), Aguablanca Nickel Copper Mine: is an open pit 
operation which produces a concentrate that is trucked 125km to Huelva port 
for export. 

 Ormonde Mining PLC (ORQ:DUB), Barruecopardo Project: in November 2014 
the company received approval to restart mining at its Barruecopardo 
Tungsten Project in Salamanca.  

 Orvana Minerals Corp (ORV:TSX), El Valle-Boinas/Carles Project: the gold, 
copper and silver mine has been operating for three years.   
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Valuation 

The opportunity is to invest into Highfield pre-production and benefit from the 
uplift in valuation as the company is re-rated onto producer metrics.  The chart 
below compares the 2015 EV/EBITDA metrics of the listed MOP producers, 
which are trading on an average multiple of 8.6x.   
 
Potash producer average 2015 EV/EBITDA  

 
Source: Pareto, Factset 

 
If we assume a 50/50 debt and equity funding and compare the valuation of 
Highfield to its theoretical valuation in production, then there is 4.0x upside to 
the current share price.  This represents the best return of those development 
companies with projects we deem to be fundable (having a reasonable capital 
requirement to market capitalisation ratio). 
 
Potential valuation upside (8.6x EV/EBITDA) 

  
Source: Pareto, Factset 

 
The chart demonstrates the potential upside on an EV/EBITDA basis for an 
investor willing to take a medium term view (Pareto undiscounted NPV10% is 
shown as the dashed line).  In our view a return of 4.0x justifies the permitting, 
development and financing risk that the project and company still carry.   
 

  

10.7x 10.5x
9.5x 9.2x

8.0x 8.0x
6.6x 6.5x

 -

 2.0

 4.0

 6.0

 8.0

 10.0

 12.0

2015 Average 2015

AUD 479m

AUD 1,923m
4.0x

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

Current Price (funded & diluted) Producer Valuation (diluted)

Share Price



 

 

Highfield Resources Ltd Initiating Coverage 

5 Feb 2015 Pareto Securities Research 15(25) 

Sum-of-parts valuation 

We value the project using a sum-of-parts NPV10% and apply a 0.8x multiple 
given the permitting and financing risk although we view both as being 
relatively low-risk.  As these milestones are achieved the discount will be 
unwound.  Our base case valuation assumes the product will be sold 50/50 to 
NW Europe and Brazil at a price of EUR 315/t and USD 350/t respectively.  Our 
assumptions are conservative in nature and aimed at representing a base case 
scenario.  We do not attribute any value to the pipeline of other projects but 
believe they have merit and will include them as the relevant development 
studies are completed.  Once in production, we expect Highfield will trade on an 
earnings multiple. 
 

Pareto Sum-of-Parts Valuation 

 AUD m AUD/share 

Muga 647 1.27 
    Project financing (equity) 128 0.25 
Cash  25 0.05 
Debt 0 0.00 
Corporate (44) (0.09) 
Unpaid Capital 20 0.04 

Sum-of-parts valuation AUD 776m AUD 1.52/share 

Discount Rate  10.0 % 
Fully Diluted Shares (includes funding)  510m 
Multiple (NPV to PT)  0.8x 
Price Target   AUD 1.20/share 

Source: Pareto 

 

Sensitivity analysis 

The project is most sensitive to changes in the potash price.  We expect 
marginal changes to the operating costs and capex figures on the back of the 
DFS which is due to be completed this quarter.  
 
Price Target Sensitivity analysis 

 
Source: Pareto 

Potash Price Scenarios 

 Brazil & NW Europe Prices Price Target (AUD/share) 
+20% USD 420/t & EUR 378/t 1.76/share 
+10% USD 385/t & EUR 347/t 1.49/share 
0% USD 350/t & EUR 315/t 1.20/share 
-10% USD 315/t & EUR 284/t 0.95/share 
-20% USD 280/t & EUR 252/t 0.68/share 

Source: Pareto  

0.35

0.68

1.11
1.00

1.080.83

1.76

1.32
1.43 1.40

 -

 0.20

 0.40

 0.60

 0.80

 1.00

 1.20

 1.40

 1.60

 1.80

 2.00

52-Week share
price trading

range

±20% Potash
Price

±20% Capex ±20% Total
Operating Costs

±20% Exchange
Rate

AUD/share



 

 

Highfield Resources Ltd Initiating Coverage 

5 Feb 2015 Pareto Securities Research 16(25) 

Corporate Information 

Highfield currently has 201m shares on issue plus 39m in-the-money options 
and 100m performance shares at a current share price of AUD 0.83/share for a 
diluted market capitalisation of AUD 282m.   
 
Capital structure 

Ordinary shares  201m 
Performance shares 100m 
In-the-money options 39m 
Share Price AUD 0.815/share 
Market Capitalisation (diluted) AUD 277m 
Cash (at 31 Dec 14) AUD 25m 
Debt (at 31 Dec 14) AUD 0m 
Enterprise Value AUD 252 

Source: Factset, Pareto 

 

Performance shares 

There are 50m Class A Performance Shares and 50m Class B Performance 
Shares which are each contingent on achieving specified milestones: 

 Class A: delineation of a JORC compliant Indicated Mineral Resource of: 
150Mt at ≥13% K2O, 125Mt at ≥ 14% K2O, 100Mt at ≥ 15% K2O, 75Mt at ≥ 
17% K2O, or 50Mt at ≥ 20% K2O. 

 Class B: On receipt of all referral approvals and utility contracts required 
to construct and operate a 500kt pa potash mine.  

 
The current Measured and Indicated resource stands at 157.3Mt at 11.3% K2O.  
The company expects to announce an updated resource statement during the 
March quarter. 
 

Shareholders 

EMR Capital, an Australian based specialist mining fund, is Highfields single 
largest investor.  EMR took an initial AUD 10m placement in April 2013 (at AUD 
0.25/share) and made another AUD 10m investment in June 2013 (at AUD 
0.51/share). 
 
Highfield shareholder breakdown 

 
Source: Highfield, Pareto 
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Commodity Assumptions 

Potash price and exchange rates 

We base our valuation on flat granular potash prices of EUR 315/t and USD 
350/t delivered to NW Europe and Brazil.  This is based on an assumed price of 
USD 300/t FOB Vancouver and total USD 50/t for freight and granular premium.  
The January FOB Vancouver price is USD 305/t. 
 
Our product distribution assumptions are consistent with the PFS, with 50% of 
production sold into NW Europe and 50% into Brazil.  Our price forecasts are 
approximately USD 45/t less than those used by Highfield in its PFS as we have 
assumed a base case valuation.  
 

Commodity assumptions (real) 

  2013a 2014a 2015e 2016e 2017e 2018e Long-term 

Commodity assumptions         

Potash Prices         

   Vancouver Standard (FOB) USD/t 394 280 300 300 300 300 300 

   NW Europe Granular (CIF) EUR/t 340 280 315 315 315 315 315 

   Brazil Granular (CFR) USD/t 410 350 350 350 350 350 350 

         

Exchange rates         

AUD/EUR X 0.79 0.68 0.70 0.69 0.65 0.64 0.64 

AUD/USD X 1.03 0.92 0.78 0.77 0.80 0.80 0.80 

EUR/USD X 1.30 1.35 1.12 1.12 1.23 1.25 1.25 
Source: Pareto 

 
 

Historical and forecast potash prices (USD/t) 

 
Source: Company reports, Pareto 
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Board and Management 

Derek Carter – Non-Executive Chairman  

Mr Derek Carter is a geologist with over 40 years’ experience in exploration and 
development.  Mr Carter was previously Managing Director of Minotaur 
Resources from 1993 until 2010.  He is currently Chairman of Minotaur 
Exploration Ltd and a Board member of Mithril Resources and Blackthorn 
Resources.  Shares: 5.5m, options: 1.5m, performance shares: 11.0m 

 

Anthony Hall – Managing Director   

Mr Anthony Hall is a qualified lawyer and company secretary with nearly 20 
years commercial experience.  Mr Hall was previously Head of Strategy and 
Business Development of Lend Lease Solar (a Lend Lease subsidiary).  Shares: 
0.04m, options: 6.5m 

 

Pedro Rodrigeuz – Executive Director  

Mr Pedro Rodrigeuz is a geologist with over 30 years’ experience in mining 
services in Spain.  Mr Rodrigeuz has previously worked for Billiton International, 
Navan-Almagrera and Newmont.  Shares: 5.51m, options: 1.5m, performance 
shares: 11.0m 

 

Owen Hegarty – Non-Executive Director  

Mr Owen Hegarty has 40 years’ experience in mining.  Mr Hegarty worked with 
Rio Tinto for 25 years where he was MD of Rio Tinto Asia and of the groups 
Australian copper and gold business.  He was also founder and CEO of Oxiana 
Ltd.  Mr Hegarty is the Chairman of EMR Capital (Highfield’s major shareholder). 
He is also a director of Fortescue Metals Group, Tigers Realm Coal and G-
Resources.  Shares: nil 
 

Richard Crookes – Non-Executive Director  

Mr Richard Crooks is a geologist with over 25 years’ experience in the resources 
and investments industry.  Mr Crooks is an Investment Director with EMR 
Capital, a specialist mining fund and Highfield’s major shareholder.  Shares: nil 
 

Donald Stephens – Company Secretary 

Mr Donald Stephens is a Chartered Accountant and Corporate Advisor with over 
25 years’ experience in the mining and accounting industries.  Mr Stephens is a 
director of Mithril Resources, Petratherm Ltd, Papyrus Australia Ltd, Lawson 
Gold Ltd and Reproductive Health Science Ltd.  Shares: 2.15m, performance 
shares: 4.3m 
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PROFIT & LOSS (fiscal year) (AUDm) 2013 2014 2015e 2016e 2017e 2018e

Revenues 0 -                       -                       -                       43 268

EBITDA (4) (6) (6) (4) 15 117

Depreciation & amortisation (0) (0) -                       -                       (2) (14)

EBIT (4) (6) (6) (4) 12 102

Net interest 0 0 -                       (18) (24) (22)

Other financial items -                       -                       -                       -                       -                       -                       

Profit before taxes (3) (6) (6) (22) (12) 80

Taxes -                       -                       -                       -                       -                       (9)

Minority interest -                       -                       -                       -                       -                       -                       

Net profit (3) (6) (6) (22) (12) 71

EPS reported (0.04) (0.02) (0.02) (0.05) (0.02) 0.14

EPS adjusted -                       -                       -                       -                       -                       -                       

DPS -                       -                       -                       -                       -                       -                       

BALANCE SHEET (AUDm) 2013 2014 2015e 2016e 2017e 2018e

Tangible non current assets 0 0 4 318 396 381

Other non-current assets 24 40 46 48 50 59

Other current assets 0 1 1 1 1 1

Cash & equivalents 6 12 17 104 13 40

Total assets 31 53 69 472 460 481

Total equity 30 51 67 172 161 231

Interest-bearing non-current debt -                       -                       -                       298 267 155

Interest-bearing current debt -                       -                       -                       -                       31 93

Other Debt 0 2 2 2 2 2

Total liabilites & equity 31 53 69 472 460 481

CASH FLOW (AUDm) 2013 2014 2015e 2016e 2017e 2018e

Cash earnings (3) (9) (12) (24) (11) 77

Change in working capital 0 0 -                       -                       -                       -                       

Cash flow from investments (0) (0) (4) (314) (80) -                       

Cash flow from financing -                       10 22 425 -                       (50)

Net cash flow (3) 1 6 87 (91) 27

CAPITALIZATION & VALUATION (AUDm) 2013 2014 2015e 2016e 2017e 2018e

Share price (AUD end) 0.34 0.58 0.82 0.82 0.82 0.82

Number of shares end period 340 340 340 510 510 510

Net interest bearing debt (6) (12) (17) 193 285 208

Enterprise value 109 184 260 609 700 623

EV/Sales - - - - 16.4 2.3

EV/EBITDA - - - - 48.0 5.3

EV/EBIT - - - - - 6.1

P/E reported - - - - - 5.9

P/E adjusted - - - - - -

P/B 3.8 3.8 4.1 2.4 2.6 1.8

FINANCIAL ANALYSIS & CREDIT METRICS 2013 2014 2015e 2016e 2017e 2018e

ROE adjusted (%) -                       -                       -                       -                       -                       

Dividend yield (%) -                       -                       -                       -                       -                       -                       

EBITDA margin (%) - - - - 34.1 43.5

EBIT margin (%) - - - - 28.5 38.1

NIBD/EBITDA 1.71 2.00 2.81 (44.69) 19.51 1.78

EBITDA/Net interest 28.70 33.59 - - 0.61 5.22
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PROFIT & LOSS (fiscal year) (AUDm) 1Q'15e 2Q'15e 3Q'15e 4Q'15e 1Q'16e 2Q'16e 3Q'16e 4Q'16e

Revenues -                       -                       -                       -                       -                       -                       -                       -                       

EBITDA (2) (2) (1) (1) (1) (1) (1) (1)

Depreciation & amortisation -                       -                       -                       -                       -                       -                       -                       -                       

EBIT (2) (2) (1) (1) (1) (1) (1) (1)

Net interest -                       -                       -                       -                       (3) (3) (6) (6)

Other financial items -                       -                       -                       -                       -                       -                       -                       -                       

Profit before taxes (2) (2) (1) (1) (4) (4) (7) (7)

Taxes -                       -                       -                       -                       -                       -                       -                       -                       

Minority interest -                       -                       -                       -                       -                       -                       -                       -                       

Net profit (2) (2) (1) (1) (4) (4) (7) (7)

EPS reported (0.01) (0.00) (0.00) (0.00) (0.01) (0.01) (0.01) (0.01)

EPS adjusted (0.01) (0.00) (0.00) (0.00) (0.01) (0.01) (0.01) (0.01)

DPS -                       -                       -                       -                       -                       -                       -                       -                       

BALANCE SHEET (AUDm) 1Q'15e 2Q'15e 3Q'15e 4Q'15e 1Q'16e 2Q'16e 3Q'16e 4Q'16e

Tangible non current assets 0 0 4 4 121 239 279 318

Other non-current assets 42 45 46 46 47 48 48 48

Other current assets 1 1 1 1 1 1 1 1

Cash & equivalents 30 25 19 17 44 48 151 104

Total assets 73 71 70 69 214 337 479 472

Total equity 71 69 68 67 63 186 179 172

Interest-bearing non-current debt -                       -                       -                       -                       149 149 298 298

Interest-bearing current debt -                       -                       -                       -                       -                       -                       -                       -                       

Other Debt 2 2 2 2 2 2 2 2

Total liabilites & equity 73 71 70 69 214 337 479 472

CASH FLOW (AUDm) 1Q'15e 2Q'15e 3Q'15e 4Q'15e 1Q'16e 2Q'16e 3Q'16e 4Q'16e

Cash earnings (4) (4) (2) (2) (5) (5) (7) (7)

Change in working capital -                       -                       -                       -                       -                       -                       -                       -                       

Cash flow from investments -                       -                       (4) -                       (117) (118) (39) (40)

Cash flow from financing 22 -                       -                       -                       149 128 149 -                       

Net cash flow 18 (4) (6) (2) 27 5 102 (47)

CAPITALIZATION & VALUATION (AUDm) 1Q'15e 2Q'15e 3Q'15e 4Q'15e 1Q'16e 2Q'16e 3Q'16e 4Q'16e

Share price (AUD end) 0.62 0.63 0.82 0.82 0.82 0.82 0.82 0.82

Number of shares end period 340 340 340 340 340 510 510 510

Net interest bearing debt (30) (25) (19) (17) 105 100 147 193

Enterprise value 181 189 258 260 521 516 562 609

EV/Sales - - - - - - - -

EV/EBITDA (22.9) (19.9) (24.2) (42.9) (102.7) (110.8) (125.2) (140.7)

EV/EBIT (22.8) (19.8) (24.1) (42.9) (102.7) (110.8) (125.2) (140.7)

P/E reported (27.1) (22.9) (26.3) (45.8) (34.4) (30.0) (21.8) (17.1)

P/E adjusted (27.1) (22.9) (26.3) (45.8) (34.4) (30.0) (21.8) (17.1)

P/B 3.0 3.1 4.1 4.1 4.4 2.2 2.3 2.4

FINANCIAL ANALYSIS & CREDIT METRICS 1Q'15e 2Q'15e 3Q'15e 4Q'15e 1Q'16e 2Q'16e 3Q'16e 4Q'16e

Dividend yield (%) -                       -                       -                       -                       -                       -                       -                       -                       

EBITDA margin (%) - - - - - - - -

EBIT margin (%) - - - - - - - -

NIBD/EBITDA 1.63 1.86 2.00 3.74 (2.17) (9.10) (18.67) (31.53)

EBITDA/Net interest 46.06 55.24 62.01 - - - - -
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Validity of the publication or report
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without notice.
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been prepared by Pareto Securities Research as general information for private use of investors to whom the publication or report has been distributed, but it is not intended as a personal 
recommendation of particular financial instruments or strategies and thus it does not provide individually tailored investmen t advice, and does not take into account the individual investor’s particular 
financial situation, existing holdings or liabilities, investment knowledge and experience, investment objective and horizon or risk profile and preferences. The investor must particularly ensure the 
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Before acting on any information in this publication or report, we recommend consulting your financial advisor.

The information contained in this publication or report does not constitute advice on the tax consequences of making any part icular investment decision. Each investor shall make his/her own appraisal of 
the tax and other financial merits of his/her investment.

Sources
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Limitation of liability
Pareto Securities Group or other associated and affiliated companies assume no liability as regards to any investment, divestment or retention decision taken by the investor on the basis of this publication or 
report. In no event will entities of the Pareto Securities Group or other associated and affiliated companies be liable for d irect, indirect or incidental, special or consequential damages resulting from the 
information in this publication or report.

Neither the information nor any opinion which may be expressed herein constitutes a solicitation by Pareto Securities Research of purchase or sale of any securities nor does it constitute a solicitation to any 
person in any jurisdiction where solicitation would be unlawful. All information contained in this research report has been c ompiled from sources believed to be reliable. However, no representation or 
warranty, express or implied, is made with respect to the completeness or accuracy of its contents, and it is not to be relied upon as authoritative.

Risk information
The risk of investing in certain financial instruments, including those mentioned in this document, is generally high, as their market value is exposed to a lot of different factors such as the operational and 
financial conditions of the relevant company, growth prospects, change in interest rates, the economic and political environment, foreign exchange rates, shifts in market sentiments etc. Where an investment 
or security is denominated in a different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to 
the investor. Past performance is not a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may 
lose all or part of the investments.

Conflicts of interest
Companies in the Pareto Securities Group, affiliates or staff of companies in the Pareto Securities Group, may perform services for, solicit business from, make a market in, hold long or short positions in, or 
otherwise be interested in the investments (including derivatives) of any company mentioned in the publication or report. 

In addition Pareto Securities Group, or affiliates, may from time to time have a broking, advisory or other relationship with a company which is the subject of or referred to in the relevant Research, including 
acting as that company’s official or sponsoring broker and providing corporate finance or other financial services.  It is the policy of Pareto to seek to act as corporate adviser or broker to some of the 
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Canadian recipients of this research report are advised that this research report is not, and under no circumstances is it to be construed as, an offer to sell or a solicitation of or an offer to buy any securities 
that may be described herein. This research report is not, and under no circumstances is it to be construed as, a prospectus, offering memorandum, advertisement or a public offering in Canada of such 
securities. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this research report or the merits of any securities described or discussed herein and any 
representation to the contrary is an offence. Any securities described or discussed within this research report may only be distributed in Canada in accordance with applicable provincial and territorial 
securities laws. Any offer or sale in Canada of the securities described or discussed herein will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian 
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or 
territory of Canada in which such offer or sale is made. Under no circumstances is the information contained herein to be con strued as investment advice in any province or territory of Canada nor should it be 
construed as being tailored to the needs of the recipient. Canadian recipients are advised that Pareto Securities AS, its affiliates and its authorized agents are not responsible for, nor do they accept, any 
liability whatsoever for any direct or consequential loss arising from any use of this research report or the information contained herein.

Distribution in United Kingdom
This publication is produced in accordance with COBS 12.3 as Non-Independent Research and approved under part IV article 19 of The Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005 (the “FPO”) by Pareto Securities Limited for communication in the United Kingdom only to investment professionals as that term is defined in article 19(5) of the FPO. This publication is issued for the 
benefit of persons who qualify as eligible counterparties or professional clients and should be made available only to such persons and is exempt from the restriction on financial promotion in s21 of the 
Financial Services and Markets Act 2000 in reliance on provision in the FPO.

Copyright
This publication or report may not be mechanically duplicated, photocopied or otherwise reproduced, in full or in part, under applicable copyright laws. Any infringement of Pareto Securities Research ś 
copyright can be pursued legally whereby the infringer will be held liable for any and all losses and expenses incurred by the infringement. 
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C ompany A nalyst  ho ld ings Tot al ho ld ings C ompany A nalyst  ho ld ings Tot al ho ld ings

AF Gruppen 1,675 Panoro Energy 104,950

Austevoll Seafood 45,215 Pareto Bank 19,590

Avance Gas Holding Ltd 2,770 Petroleum Geo-Services 42,000

Awilco LNG 40,000 Prosafe 86,105

B2 Holding 939,400 Protector Forsikring 504,000

Bonheur 21,300 Questerre Energy 117,000

BW LPG Ltd 2,169 REC Silicon 132,836

Deep Sea Supply 45,000 REC Solar 9,021

Det norske oljeselskap 40,180 Royal Caribbean Cruises 6,614

DNB 71,323 SalM ar 72,800

DNO Internat ional 24,750 Sandnes Sparebank 15,001

DOF 217,000 Seadrill 14,962

Dolphin Group 140,000 Selvaag Bolig 70,000

Farstad Shipping 11,700 Sparebank 1 Nord-Norge 144,744

Fred Olsen Energy 23,245 Sparebank 1 SM N 85,423

Front line 2012 16,650 Sparebank 1 SR-Bank 77,820

Gjensidige Forsikring 25,755 Sparebanken M øre 4,507

Global Rig Company 501,699 Spectrum 12,000

Grieg Seafood 72,000 Statoil 8,322

Havila Shipping 9,750 Stolt-Nielsen 2,335

Höegh LNG 9,000 Storebrand 81,070

Kongsberg Automotive 515,000 Subsea 7 20,961

Kongsberg Gruppen 8,700 Tanker Investments 1,395

Lerøy Seafood Group 22,700 Telenor 15,900

M arine Harvest Group 900 TGS-NOPEC 7,730

Norsk Hydro 150,504 Vardia Insurance Group 7,600

Norske Skogindustrier 130,000 Western Bulk 600,000

Norwegian Air Shutt le 3,100 Wilh. Wilhelmsen Holding A 3,304

Ocean Yield 26,700 Wilh. Wilhelmsen ASA 104,700

Odfjell Drilling 16,700 Yara Internat ional 19,934

Orkla 22,906 Zenterio 236,817

This overview is update monthly (last updated 31.01.2015)

Appendix A

Disclosure requirements pursuant to the Norwegian Securities Trading Regulations section 3 -10 (2) and section 3-11 (1), letters a-b

Pareto Securities AS does not alone or - together with affiliated companies or persons – owns a portion of the shares exceeding 5 % of the total share capital in any company where a recommendation has 
been produced or distributed by Pareto Securities AS.

Pareto Securities AS or its affiliates own as determined in accordance with Section 13(d) of the Exchange Act, 1 % or more of the equity securities of Equinox Offshore Accommodation Ltd and Pioneer 
Marine Inc.

Pareto Securities AS may hold financial instruments in companies where a recommendation has been produced or distributed by P areto Securities AS in connection with rendering investment services, 
including Market Making.

Please find below an overview of material interests in shares held by employees in Pareto Securities AS, in companies where a recommendation has been produced or distributed by Pareto Securities AS. 
"By material interest" means holdings exceeding a value of NOK 50 000.
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Af r ican Pet roleum Gjensidige Forsikr ing Oro Negro

AINMT Holdings Global Rig Company PA Resources

Aker ASA Global Ship Lease Paret o Bank

Aker Philadelphia Shipyard Golar LNG Personalhuset

American Shipping Company Golden Close Pexip

Ardmore Shipping Corporat ion Gulf  Keyst one Pet roleum Pharmaq

At lant ic Of f shore Half wave Philly Tankers

Aurora LPG Harkand Global Holdings Pioneer Marine

Avance Gas Holding Lt d. Hercules Of f shore Pioneer Public Propert ies III

B2 Holding Hit ec Vision Polarcus Limit ed

Baker Hughes Höegh LNG Prosaf e

Blue Marine Tech Group Jaya Holdings Prospect or Of f shore Drilling

Blue Wall Shipping Kist ef os Prot ect or Forsikr ing

Boa OCV Klaveness Ship Holding Ranger Of f shore

Chemical Transport at ion Company Knight sbridge Tankers Robot ic Drilling Syst ems

Deep Sea Supply Kolon Wat er & Energy Rocksource

Delt a Elect ronics Kongsberg Gruppen Sanjel Corporat ion

DigiPlex Fet Lundin Mining Selvaag Bolig

DOF Magseis Solør Bioenergi

DryShips Navig8 Chemical St er ling Resources

E-CO Navig8 Crude Tankers Tanker Invest ment s

Exmar Navig8 Product  Tankers TiZir

Faf nir  Of f shore Norda Vardia Insurance Group

Faroe Pet roleum Noreco West ern Bulk

Fjord Line Nort h Energy World Wide Supply

Flumill Ocean Yield Xcit e Energy

Genel Energy - -

This overview is updated monthly (this overview is for the period 31.12.2013 – 31.12.2014).

Appendix C

Disclosure requirements pursuant to  the Norwegian Securities Trading ST Regulation § 3-11 (4)

R ecommendat ion % d ist r ibut ion

Buy 62 %

Hold 29 %

Sell 9 %

R ecommendat ion % d ist r ibut ion

Buy 75 %

Hold 25 %

Sell 0 %

* Companies under coverage with which Pareto Securit ies Group has on-going or completed public investment banking services in the previous 12 months

This overview is updated monthly (last updated 31.12.2014).

D ist r ibut ion o f  recommendat ions

D ist r ibut ion o f  recommendat ions ( t ransact ions*)

Appendix B 

Disclosure requirements pursuant to the Norwegian Securities Trading ST Regulation § 3-11, letters d-f, ref the Securities Trading Act Section 3-10

Overview over issuers of financial instruments where Pareto Securities AS have prepared or distributed investment recommendat ion, where Pareto Securities AS have been lead manager/co-lead manager 
or have rendered publicly known not immaterial investment banking services over the previous 12 months:
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Africa Oil Lundin Gold Sagax

Etrion Corporat ion Lundin M ining ShaM aran Petroleum 

FastPartner Nexst im Victoria Park

Lucara Diamond NGEX Resources -

Africa Oil Lucara Diamond NGEX Resources Tethys Oil

Cavotec NAXS Rusforest Tribona

Delarka Holding Nexst im ShaM aran Petroleum Trigon Agri

Endomines - - -

Appendix D

This section applies to research reports prepared by Pareto Securities AB. 

Disclosure of positions in financial instruments 
The beneficial holding of the Pareto Group is 1 % or more of the total share capital of the following companies included in P areto Securities AB’s research coverage universe: None

The Pareto Group has material holdings of other financial instruments than shares issued by the following companies included in Pareto Securities AB’s research coverage universe: None

Disclosure of assignments and mandates 
Overview over issuers of financial instruments where Pareto Securities AB has prepared or distributed investment recommendation, where Pareto Securities AB has been lead manager or co -lead manager 
or has rendered publicly known not immaterial investment banking services over the previous twelve months:

Members of the Pareto Group provide market making or other liquidity providing services to the following companies included in Pareto Securities AB’s research coverage universe: 

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in question in Pareto Securi ties AB’s research coverage universe with the following companies:  
ShaMaran Petroleum. 

This overview is updated monthly (last updated 14.01.2015).
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