
 

SPECULATIVE BUY 

28 May 2015
 

 

Highfield Resources Limited (HFR) Current Price: $1.38 
UPDATE POST-RAISE: Muga Potash Project Funding Target Price: $3.01 
 
Lachlan Rutherford PhD MBA 
+618 8217 3900 
lrutherford@taylorcollison.com.au 
 
Capital Summary 
Issued Capital: 310.3m ords 
 50.0m perf 
 41.3m opts 
Share Price (27/05/15) $1.38 
52 week low/high $0.475 / $2.08 
Market Capitalisation $428.3m 
Market Capitalisation (fully dil.) $554.2m 
Cash (est.) $120.0m 
Cash with opts. (est.) $144.9m 
Enterprise Value1 $308.3m 
Enterprise Value (fully dil.) $409.4m 
1 Enterprise Value = market cap. + debt – cash 

 
Directors & Executive 
Derek Carter Non-executive Chairman 
Anthony Hall Managing Director 
Pedro Rodriguez Development Director 
Richard Crookes Non-executive Director 
Owen Hegarty Non-executive Director 

John Claverley General Manager 
Hayden Locke Head Corp. Development 
Donald Stephens Company Secretary 
Aaron Bertolatti Chief Financial Officer 

 
Major Shareholders 
EMR Capital 104,038,875 33.5% 
Derek & Carlsa Carter 8,321,504 2.7% 
Pedro Rodriguez 7,521,504 2.4% 
Raul Fernandez 5,510,752 1.8% 
Jose Manuel Fernandez 5,510,752 1.8% 

 
Share Price Graph (A$) 

 

Key Points 
• Highfield Resources Limited’s (“Highfield” or “the Company”) is a potash 

development company with five 100%-owned projects in the potash and 
halite producing Ebro Basin in northern Spain 

• Equity component of Capex for flagship Muga Project (~US$354m)   
substantially covered after recent A$101m share placement (56m 
ordinary shares @ A$1.80/share) 

• Placement supported by Australian, Asian, European and North America 
institution and sophisticated investors 

• Cornerstone investor EMR Capital took up ~50% of placement (29m 
shares). It also acquired 10m shares from Highfield Director’s and 
associates via off-market transfers thereby increasing its total 
shareholding to ~33.5% 

• The Company has indicated it is targeting a debt component of 65% 
(~US$230m) of total Capex. Indicative project financing terms sheets 
received from European commercial banks. Financing will include 
Capex, VAT facility, working capital and potentially a cost overrun facility 

• Following the rapid share price increase since Jan 2015, the current 
pullback provides a buying opportunity running into finalisation of 
debt term sheets (est. Q3 CY15) and Mine Concession approvals 
(est. Q4 CY15) 

• Group potash production by 2020 estimated at ca. 1.8Mtpa 

• The Company’s projects have strong economics that are underpinned by 
location, infrastructure and cost advantages relative to other proposed 
potash developments 

 
Our View 
The recent raising provides the back bone of the equity component required 
to build Muga and in conjunction with indicative debt financing will cover all 
pre-production Capex requirements for Phase 1 (400tph; ca. US$256m). 
Although we have modelled an additional capital raising to fund Muga Phase 
2 (800tph) Capex1 (ca. US$100m), we acknowledge these funds could be 
attained via investment by a strategic at the corporate level, partial asset(s) 
sell-down &/or upfront off-take agreement(s). 

Following the recent placement and changes to our estimates on the timing, 
amount raised and price of the raising, our unlevered, post-tax DCF 
valuation for the Company, based on Muga, Muga by-products and 
Sierra del Perdon is A$2.76/share (fully dil. on 401.6m ord. shares). 
Our levered, post-tax, 30%-risked (0.7xNPV) valuation for Muga-only is 
increased to A$1.94/share (fully dil. on 426.6m ord. shares1)2. We have 
increased our blended NPV / forward earnings valuation (70:30 split) for 
Muga to $3.01/share (fully dil. on 426.6m ord. shares1)3. We maintain our 
Speculative Buy recommendation. 
 
1 Assumes capital raising of A$50m at $2/share in mid-FY16 to fund remainder of Muga Capex 
2 Previously A$1.77/share (fully dil. on 480.5m ord. shares) 
3 Previously A$2.70/share (fully dil. on 480.5m ord. shares) 
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SUMMARY OF FORECASTS 
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Disclaimer 
 
The following Warning, Disclaimer and Disclosure relate to all material presented in this document and should be read before 
making any investment decision. 
 
Warning (General Advice Only): Past performance is not a reliable indicator of future performance. This report is a 
private communication to clients and intending clients and is not intended for public circulation or publication or for the use of 
any third party, without the approval of Taylor Collison Limited ABN 53 008 172 450 ("Taylor Collison"), an Australian Financial 
Services Licensee and Participant of the ASX Group.  TC Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly 
owned subsidiary of Taylor Collison Limited.  While the report is based on information from sources that Taylor Collison 
considers reliable, its accuracy and completeness cannot be guaranteed. This report does not take into account specific 
investment needs or other considerations, which may be pertinent to individual investors, and for this reason clients should 
contact Taylor Collison to discuss their individual needs before acting on this report. Those acting upon such information and 
recommendations without contacting one of our advisors do so entirely at their own risk. 
 
This report may contain “forward-looking statements". The words "expect", "should", "could", "may", "predict", "plan" and other 
similar expressions are intended to identify forward-looking statements. Indications of and guidance on, future earnings and 
financial position and performance are also forward looking statements. Forward-looking statements, opinions and estimates 
provided in this report are based on assumptions and contingencies which are subject to change without notice, as are 
statements about market and industry trends, which are based on interpretations of current market conditions. 
 
Any opinions, conclusions, forecasts or recommendations are reasonably held at the time of compilation but are subject to 
change without notice and Taylor Collison assumes no obligation to update this document after it has been issued.  Except for 
any liability which by law cannot be excluded, Taylor Collison, its directors, employees and agents disclaim all liability (whether 
in negligence or otherwise) for any error, inaccuracy in, or omission from the information contained in this document or any loss 
or damage suffered by the recipient or any other person directly or indirectly through relying upon the information.  
 
Disclosure: Analyst remuneration is not linked to the rating outcome. The above security is considered speculative in nature 
and the above discussion is general advice only and does not take into account the investment objectives, financial situation 
and particular needs (“financial circumstances”) of any particular person. Taylor Collison, its directors and staff hold significant 
interests in Highfield Resources listed shares and unlisted options. Some Taylor Collison Directors held a small percentage of 
KCL Resources Ltd and now own shares in Highfield Resources. Taylor Collison was Joint Lead Manager in the June 2014 
placement for $9,600,000 for which a fee was received. Taylor Collison was Joint Lead Manager in the May 2015 placement for 
$48,755,025, of which Taylor Collison raised $6.1m for which a 5% fee was received. Taylor Collison may solicit business from 
any company mentioned in this report. For the securities discussed in this report, Taylor Collison may make a market and may 
sell or buy on a principal basis. Taylor Collison, or any individuals preparing this report, may at any time have a position in any 
securities or options of any of the issuers in this report and holdings may change during the life of this document. 
 
Analyst Interests: The Analyst(s) may hold the product(s) referred to in this document, but Taylor Collison Limited considers 
such holdings not to be sufficiently material to compromise the rating or advice. Analyst(s)’ holdings may change during the life 
of this document. 
 
Analyst Certification: The Analyst(s) certify that the views expressed in this document accurately reflect their personal, 
professional opinion about the financial product(s) to which this document refers.  
 
Date Prepared: May 2015 
Analyst: Lachlan Rutherford 
Release Authorised by: Craig Ball 
 
 
 
 

 
 


