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Company Update 

 
Sector 

Mining 
 

Herencia Resources 
PLC 

0.35p Speculative Buy

 
Date of previous note 

4th January 2008 
 
Previous recommendation 

Speculative Buy 
 
Results date 

20th October 2008-Paguanta 
Resource upgrade 
 

Herencia continues to show encouraging progress at its 70% owned 
Paguanta zinc/lead/silver exploration project in Chile. 
 
Whilst it is very encouraging that overall resources have been 
upgraded, both in terms of total tonnes, and the amount that has been 
upgraded from Inferred into Indicated, it is more prudent to use a 4% 
zinc cut off grade rather than the 2% used previously.  
 
The collapse in lead and zinc prices is more than fully reflected in the 
share price. Lead and zinc may be the first to exit from the general 
commodity depression, as production has been cut back earlier and 
further than other metals. Herencia is well placed to recover, with a 
quality ready to go project, located in an establishing mining region. 

  
Analyst 
Name: Roger Bade 
Tel: 020 7510 8664 
Email: 
roger.bade@hoodlessBrennan.com 
 
 
Report date 

27th November 2008 
 

Year end 
December 

Revenue 
£m Admin £m Interest 

£m 

Loss 
before & 
after tax 

£m 

EPS 
(p) 

PE 
times 

2007A 0.0 (1.3) 0.1 (1.2) NM NM 

2008E 0.0 (1.1) 0.1 (1.0) NM NM 

2009E  0.0 (0.9) 0.0 (0.9) NM NM 

Source data: Company reports and Hoodless Brennan forecasts. Note 2007 profit & loss and 
cash flow numbers are for the 18 months ending 31st December 2008 due to an accounting date 
change.  

Key Data 
AIM Ticker .................... HER 
Broker.................WH Ireland 
Website 
www.herenciaresources.com 
 
Year High/Low ..1.875-0.25p 
No. of Shares ..........607.4m 
Fully diluted…………628.7m 
Mkt. Cap.....................£2.1m 
Results ... March 2009 Finals 
 
NMS ..........................10,000 
Bid/Offer .. 0.2p/0.5p (150%) 
Screen Size …………25,000 
No of Market Makers….…..5 
 

 At a 4% zinc cut off, a revised JORC Compliant Indicated Resource 
estimate of 176,000 tonnes (t) grading 8.4% zinc, 2.6% lead and 134 
grammes per tonne (g/t) silver, and an Inferred Resource of 838,000t 
grading 6.2% zinc, 2.1% lead and 115 g/t silver has been outlined. At £750/t 
for both zinc and lead and £6/oz for silver, Herencia’s 70% share has an 
adjusted in-situ value of £36m.  
 This halved in-situ value more than adequately reflects a doubling in 

cut off grade and a £100/t fall in zinc and lead prices. Silver price estimates 
are unchanged. 
 Recent encouraging metallurgical tests indicate 91.6% recovery for 

zinc, 71% for lead and 83.4% for silver. 
 

 
 

Strengths    
 Paguanta exploration targets open 

at depth. 
 Scoping study due to be delivered 

by end November 2008. 
 Strong Management team and 

backing from Mineral Securities 
parent. 
 

 
 

Weaknesses 
 Zinc & lead prices have been 

very weak. 
 Will require funding post scoping 

study to conduct feasibility study. 
 Shares are illiquid with a wide 

spread 
 No production until 2010. 
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Company Update 

 
Profit and Loss 

Year to December 
£m 2007A 2008E 2009E 

Revenue 0.0 0.0 0.0 
Admin (1.3) (1.1) (0.9) 
Interest 0.1 0.1 0.0 

Loss before & after 
tax 

(1.2) (1.0) (0.9) 
 

Key Events 

Date Event 
20th October 2008 Paguanta Resource upgrade 

28th February 2008 Withdrawal from Iquique JV to 
focus on Paguanta 

1st November 2007 171.333m shares placed at 1.5p 

Financial Calendar 

Date Event 
December Year End 
March 2009 Finals 

September 2009 Interims  
Balance Sheet 

Year to December 
£m 2007A 2008E 2009E 

Exploration Assets 2.5 3.5 4.0 
Property, plant etc 0.1 0.1 0.2 
Cash 2.9 0.5 0.3 
Receivables 0.2 0.3 0.3 
Total Assets 5.7 4.4 4.8 
Current & total 
Liabilities (0.1) (0.2) (0.3) 

Net Assets 5.6 4.2 4.5 
 
 

Major Shareholders 

Shareholder %  
Mineral Securities 46.00 

Fitel Nominees 16.68 

Pershing Keen Nominees 14.47 

Board of Directors 

Name Position held 
Hon. John Moore Non-Executive Chairman 

Michael Bohm Executive Director 

Bill Adamson Non-Executive Director 

John Russell Non-Executive Director  
Cash Flow  

Year to December 
£m 2007A 2008E 2009E 

Cash from 
operating activities (0.6) (1.1) (0.9) 

Interest 0.1 0.1 0.0 
Plant purchases (0.0) (0.1) (0.1) 
Cash acquired with 
subsidiary 0.2 0.5 0.0 

Exploration (1.4) (1.8) (0.5) 
Share issues 4.6 0.0 1.3 
Net cash 
movement 2.7 (2.4) (0.2) 

Opening cash 0.2 2.9 0.5 
Closing cash 2.9 0.5 0.3 

 
 

Share Price Chart 

Dec-2007 Jan-2008 Feb-2008 Mar-2008 Apr-2008 May-2008 Jun-2008 Jul-2008 Aug-2008 Sep-2008 Oct-2008
Source: Fides sa
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Source data:  Company announcements and Hoodless Brennan estimates. Note 2007 profit & loss and cash flow numbers are for the 18 
months ending 31st December 2007 due to an accounting date change. 

Activities:   

The company is exploring its 70% owned Paguanta lead/zinc/silver project in Chile. 
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Key to Material Interests  
 
Below are five standard disclosures of Material Interests.  Of these five disclosures, the following numbers are relevant in 
this case: 
 
Company Name: Herencia Resources PLC            Relevant disclosures: 5 
 
1. The analyst has a personal holding of the securities issued by the company, or of derivatives related to such 
securities. 
 
2. Hoodless Brennan plc or an affiliate owns more than 5% of the issued capital of the company. 
 
3. Hoodless Brennan plc or an affiliate is party to an agreement with the company relating to the provision of 
corporate broking services, or has been party to such an agreement within the last 12 months. Our corporate broking 
agreements include a provision that we will prepare and publish research at such times as we consider appropriate. 
 
4. Hoodless Brennan plc or an affiliate has been a lead manager or co-lead manager of a publicly disclosed offer 
of securities for the company within the last 12 months 
 
5. Hoodless Brennan plc is a market maker or liquidity provider in the securities issued by the company 

DISCLOSURES: 

ANALYST RATINGS:  The definitions of our analyst ratings can be viewed on our website in the section entitled 
“research & prices” under “Analyst Ratings”.  See www.hoodlessbrennan.com  

CONFLICTS MANAGEMENT POLICY: Details of this policy can be viewed on our website in the section entitled 
‘research & prices’ under ‘Conflicts Policy’. See www.hoodlessbrennan.com  

QUARTERLY STATEMENT OF RESEARCH RECOMMENDATIONS: Our quarterly statement of research 
recommendations can be viewed on our website in the section entitled “research & prices”. See 
www.hoodlessbrennan.com  
 
RISK WARNING NOTICE: All investments are speculative and prices may change quickly and go down as well as up.  
Past performance will not necessarily be repeated and is no guarantee of future success.  There is an extra risk of losing 
money when shares are bought in some smaller companies including “penny shares”.  There can be a big difference 
between the buying price and the selling price of these shares and if they have to be sold immediately, you may get back 
much less than you paid for them or in some circumstances, it may be difficult to sell at any price.  It may also be difficult 
for you to obtain reliable information about the value of this investment or the extent of the risks to which it is exposed. 
Where a company has chosen to borrow money (gearing) as part of its business strategy its share price may become 
more volatile and subject to sudden and large falls.  This investment may not be suitable for all investors, and clients 
should carefully consider their own personal financial circumstances before dealing in the stock market, particularly those 
on fixed incomes or approaching retirement age.  If you have any doubts you should seek advice from your investment 
adviser or your broker at this firm. 
AIM:  The Alternative Investment Market (AIM) is market designed primarily for emerging or smaller companies.  The 
rules of this market are less demanding than those of the official List of the London Stock Exchange and therefore 
companies quoted on AIM carry a greater risk than a company with a full listing.  
MATERIAL INTEREST:  We endeavour at all times to ensure that our research is clear, fair and not misleading, 
however, we do not hold our research out as being impartial and it should not be viewed as wholly objective since 
Hoodless Brennan plc (including its parent company and its subsidiaries, their directors, officers or employees) may have 
or previously held a material interest in the company which is the main subject matter of the research note, or any other 
company mentioned, and may be providing or have provided within the previous 12 months significant advice or 
investment services in relation to any company or a related company referred to in this document, or any other 
associated document.  This document has been prepared and issued by Hoodless Brennan plc on the basis of publicly 
available information, internally developed data and other sources believed to be reliable.  Whilst all reasonable care is 
taken to ensure that the facts stated are accurate and the opinions given are fair and reasonable, neither Hoodless 
Brennan plc nor any director, officer or employee shall in any way be responsible for its contents.  This document is 
intended to provide clients with information and should not be construed as an offer or solicitation to buy or sell 
securities. 
 


