
London
Hichens, Harrison & Co plc
Bell Court House
11 Blomfield Street
London
EC2M 1LB
+44 (0) 207 588 5171

Cape Town
Hichens, Harrison & Co
Tyger Forum B Building
First Floor
c/o Bill Bezuidenhout and
Willie van Schoor Avenue
Bellville
South Africa 7536
+27 (0) 21 950 2045

Johannesburg
Hichens, Harrison (Africa) Ltd
3a Summit Road
Dunkeld West
Johannesburg
South Africa 2196
+27 (0) 11 778 6882

Jakarta
Hichens, Harrison (Asia) Ltd
Plaza Bapindo - Citibank
Tower
12th Floor
Jl. Jendral Sudirman Kav 
54-55
Jakarta
12190 Indonesia
+(6221) 524 6032

Kuala Lumpur
Hichens, Harrison (Asia) Ltd
A-15-4 Northpoint Offices
Medan Syed Putra Utara
1 Jalan Syed Putra
Mid Valley City
59200 Kuala Lumpur
Malaysia
+(603) 2287 0800

RIO de janeiro
Hichens, Harrison  
(South America) Ltd
Alicia Moreau de Justo 1750
Piso 3 Oficina G
Doc. 13 Puerto Madero
Argentina
+54 (0) 11 5 1992 850

Middle East
Hichens, Harrison  
(Middle East) Ltd
PO Box 214237
Al Hawaii Tower
Sheikh Zayed Road
Dubai UAE
+971 4 343 1330

Hichens, Harrison & Co. plc
Authorised and regulated by the Financial Services Authority

Horizonte Minerals                                                    15.25p

15th January 2008

Dave Paxton, Analyst
+44 (0) 207 382 7795

dave.paxton@hichens.com

Martin Lampshire, Sales
+44 (0) 207 382 4479
martin.lampshire@hichens.com

Hichens, Harrison & Co a company broker to Horizonte Minerals

Horizonte Minerals plc is a gold, silver and base metal exploration and development 
company created to act as a South American focused discovery and development vehicle 
for major projects with an emphasis on Brazil and Peru.  The company is managed by a 
team of experienced economic geologists with major company backgrounds in major 
companies all of whom have a good knowledge of the countries of operation.  Horizonte 
has a range of projects at various stages of development in mineral producing districts 
and it is our belief that the current three flagship projects have the potential to be 
world class discoveries.  We believe Horizonte is significantly undervalued at this point 
especially considering the work completed since listing and the developments made.  
We also believe the risk/reward ratio based on exploration to date is favourable and the 
stock should be bought.
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Brazil
Vast country covering a wide range of 
prospective geological terrains – under 
explored. 
Major ore deposits discovered in the past 
25 years – at least 12 world class mines in 
production or in final stages of feasibility.
Established & growing economy with favourable 
investment climate.
Sophisticated mining property tenure, 
supported by established mining laws.

Peru
Proven mineral potential with multiple world 
class gold, silver, zinc, and copper mines.
Significant Major mining company presence – 
Barrick, Teck Cominco, RioTinto, BHP, Xstrata, 
Goldfields.
Foreign mining companies supported in the 
country for over 100 years, strong government 
backing, quick project initiation

Management
Quality management team experienced in Brazil 
and Peru. Major mining company expertise. 
Good appreciation of risk/reward ratio of the 
exploration business and how to manage 
resource projects successfully

Lontra		  New Nickel laterite discovery 
Falcao 		 Large Gold/Copper system 
El Aguila 	 High grade Silver, Lead Zinc 	
		  mineralistion  			 

Stock Code:   	   	 HZM - AiM

Current  Share Price:	 15.25p

Number of Shares:	 40.45m

Options : at 25 pence – 	 1.06m

restricted to Aug 08	

Fully Diluted		  41.51m

Net Cash:		  £2.30m

Market Capitalisation:	 £6.17m

Enterprise Value :	 £3.87m

Web Page :  www.horizonteminerals.com 

 

Major Shareholders:

Minmet			  14.8%

Anglo Pacific		  7.5%

Nick Winer		  13.6%

Management		  17.4%

Source: Company Data

Source: Bigcharts.com
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Mineral exploration is a high risk enterprise.  However the risks can be mitigated in 
a number of ways.  For an exploration company, operating in an area where there is 
a high probability of mineralisation and security of title should a major discovery be 
made, is very important.  For an investor, risk mitigation can be achieved by selecting 
a number of exploration companies in selected areas, and in selecting a company 
which has favourable risk to reward fundamentals. 

The value of an exploration project will only be defined by either; a property entering 
production so that a NPV or DCF can be calculated, or the project is purchased 
outright or as a joint venture by a third party.  

We believe that the second option, the purchase or joint venture by a third party 
with the necessary development skills, is our preferable exit.  This option means the 
exploration company does need to acquire the additional skills required to develop a 
mine.  We suggest that exploration companies, that do not have the potential for an 
outright acquisition, should not be considered as an investment option.  

We believe that for each exploration investment opportunity a number of factors 
should be considered and categorised depending on the risk profile of the investor.  
These are, (in no particular order);

	 •	 Commodity risk,
	 •	 Country risk,
	 •	 Area and accessibility risk (particularly if a bulk commodity, such 	
		  as coal or iron ore is the exploration target),
	 •	 Number of exploration projects / portfolio,
	 •	 Management expertise,
	 •	 Value of company,
	 •	 Exit strategy. 

The management of Horizonte is an experienced and established group; team 
members have held senior positions with major mining companies in South America. 
The management recognised the lack of quality exploration initiatives particularly in 
Brazil and subsequently developed a broad portfolio of regional scale projects, all 
demonstrating potential for major mineralized systems. Importantly, the Company 
operates in Brazil and Peru, two of the most prospective and stable countries in the 
region.

Horizonte intends to reduce its exploration risk by maintaining a broad portfolio of 
exploration projects at various stages of development, as opposed to having a single 
project focus.  The Company aims to remain focused in its areas of interest, where 
they have established a network of contacts generating good project flow which 
have rapid acquisition potential.  

	

Hichens, harrison 
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Horizonte was established to generate new projects in prospective areas of Brazil 
and Peru.  The Group was not looking to re-work existing projects in an attempt 
to increase reserves/resources, under the guise of changing economics etc. but 
to focus on new prospective areas, of which they could acquire 100% ownership.  
Initially, the Company focused on the greenstone belts of central Brazil, greenstone 
belts being traditional host rocks for many of the major gold producing regions of the 
world.  Two examples are the Timmins Camp in Canada and the super-pit in Western 
Australia.  Horizonte focused on two main belts, the Inaja and Identidade Greenstone 
to the south of the Carajas Mineral District in north central Brazil.  This belt lies less 
than 100km south of the Carajas in central Brazil, a major mineral-hosted belt that is 
the mainstay of CVRD, the major Brazilian mining company, now one of the largest 
mining companies by capitalisation in the world.
 

Property Locations - 
Source: Company data

	
 

Property Portfolio
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The Falcao project, covering the Inaja Greenstone belt, was initially discovered by 
BHP in the mid 1990’s and was their highest valued gold anomaly in Brazil.  Follow 
up work led to a limited and very wide spaced drill program.  Encouraging results 
were returned just before BHP withdrew from all exploration in South America.  
Nick Winer, a current director and chief geologist for Horizonte, was head of South 
American operations for BHP at the time.

A detailed soil geochemistry program has been initiated to assist with target definition 
prior to follow up drilling planned for later this year.

The Lontra Project is situated in the Araguaia mobile belt, which flanks the eastern 
margin of the Carajas Mineral Province of northern Brazil, just 80km south of the 
major lateritic Nickel project operated by Xstrata at Serra da Tapa (inferred resource 
of 60Mt at 1.63% Ni and 0.06%) and 7km northwest of the Vila Oito project, where 
Teck Cominco currently has a drilling program underway.

This is a new discovery by Horizonte following an initial reconnaissance stream and 
soil sampling in mid 2006.  Follow up shallow auger drilling in November 2007 has 
returned high grade nickel and cobalt values from four of the seven target areas. The 
auger program defined four priority anomalies of which two have strike lengths of 
over 1,000m.  The majority of the anomalous holes ended in Nickel mineralisation, 
with 6 of the drill holes returning over 1% Nickel close to surface.  Horizonte is 
confident that they have identified a significant nickel target that will now be drill 
tested to a greater depth to determine its economic potential.

This is a new discovery in a new nickel province.  Teck Cominco controls the ground 
directly to the east and south of the Lontra project. Horizonte was able to claim the 
project by being in country with an established property acquisition and exploration 
team.

Brazil

Falcao

Lontra Nickel

   Roadstone quarry workings with nickel mineralization exposed below the laterite layer, 
   the Lontra Project, Brazil November 2007

Source: Horizonte Minerals
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The El Aguila project is located in the world-class Cerro de Pasco mining district 
in central Peru, approximately 17 km north of the Cerro de Pasco mining center 
and 10 km from the Atacocha silver-lead-zinc mine.  The project consists of the El 
Aguila and Pacos Hill mining claims, which straddle the Cerro de Pasco fault, the 
main mineralizing control in the district.  Sulphide veins and replacement structures, 
known from colonial times, were mined on a small-scale during the 1970s.

The region hosts a number of world class silver-lead zinc mines including Cerro de 
Pasco, with reserves of 41million tonnes after over 100 years of mining.  Cerro de 
Pasco mined 3.2 million tones of ore in 2005, a major zinc/silver/lead production 
asset.  El Aguila is hosted within a hydrothermal breccia pipe below silicified Pucarra 
Limestone, which is the same host rock in the producing polymetallic mines in the 
Cerro de Pasco district.  Mineralisation occurs in the form of massive sulphide and 
stockwork veins with associated mineralised hydrothermal breccia.

A first pass drill program was undertaken late 2006, to target the areas detailed by 
previous mining and trenching.  All drill holes returned economic Silver-Lead-Zinc 
intersections.  Infill drilling is now required to determine the resource potential of the 
Pacos Hill zone. The second drill program recently completed, targeted the Zona 
Sur, 4km to the south of Pacos Hill.  Drill results from the first phase of this program 
are expected shortly. 

The location of the El Aguila project make it of high interest to the numerous silver-
zinc mining companies in the area.  Traditional mineralisation is found as discrete, 
vent-like pipes of high grade material, which lead to much larger reserves at depth.  
We believe the management team at Horizonte has identified the key controls to 
mineralisation and consider it analogous to the high grade Atacocha Mine with similar 
alteration and mineralisation style found on surface pre mining.  This analogous 
model gives the project a reasonable probability of economic success.  

The Company is currently developing four new gold and two new nickel projects.  All 
are 100% owned and will be advanced to the drill stage in the most rapid and cost 
effective manner.  The project pipe line ensures that the Company always has new 
projects entering the exploration cycle if the more advanced projects fail to deliver an 
economic discovery.

Peru

El Agulia

Pipe line

  Diamond core drilling at the Zone Sur on  
  the El Aguila project, Peru, December 2007

Source: Horizonte Minerals
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Horizonte management has set itself up to explore for large scale deposits with grass 
root exploration.  This is a high-risk business, however we believe the management 
of Horizonte has the skills and experience to quickly identify new targets and quantify 
their potential.  Importantly, if the project does not fit the bill for a Major mining 
company, then all is not lost.  Although the project is not considered to have potential 
to Horizonte as a major scale development, it may still be appealing to an intermediate 
mining company. The Tangara project is a good example where Horizonte’s model 
has developed value.

The Tangara project is a 32km long zone of the Archean aged Identidade Greenstone 
belt, which underwent extensive garimpero mining activity during the 1980’s.  
Horzionte has completed stream sediment sampling, soil sampling, geophysics and 
drilling, resulting in the definition of 4 principle target areas.  The main target, the 
Malvinas trend, a 3km long by 1.5km wide gold in soil anomaly, underwent a 3,000m 
diamond drilling program in 2007, which resulted in the discovery of near surface 
gold mineralisation.  The best drill intercept was 35m at 2.54 g/t Au with a higher 
grade core grading 6.75m at 9.8g/t Au.  The Tangara project is likely to be a series 
of small to medium size gold deposits operated from a central plant, ideally suited to 
the small to medium size gold producers.  

Consequently in December 2007 Horizonte optioned the project to Troy Resources 
who are mining the Andhorinas gold project to the south of the Tangara project.  This 
transaction gives Horizonte cash payments that will be used to fund exploration on 
the other core projects, a free carried interest in production, with the potential for 
significant short to mid term cash flow.  

This is an example of risk managed exploration, whereby a project does not fulfil 
the size criteria targeted by the Company but value is released via a third party 
transaction.

The Tangara transaction not only provides some cash flow to Horizonte while Troy 
is undertaking exploration as part of the Joint Venture agreement, but also provides 
the potential of up to US$15m to Horizonte from Royalties should the project go into 
production.  This shows that the Horizonte model for exploration works and is a cost 
efficient method of finding a major mineral deposit.

Horizonte Transactions

Tangara
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We believe that exploration is the lifeblood of the mining industry.  The major mining 
companies have followed the BHP model of supporting junior exploration companies 
in their exploration efforts as a cost effective method for undertaking exploration.  
Horizonte has set itself up to fill this void.  

Horizonte has established operations in both Brazil and Peru where they are able 
to investigate, acquire and explore opportunities.  The Lontra Nickel project is a 
good example of this.  Mineral exploration is a risky business.  One of the most cost 
effective decisions is to cut a non-performing project early or realise value, which is 
exactly what Horizonte have done with the Tangara gold project in Brazil 

Although Horizonte has not quantified a large scale discovery to date, they have 
developed value on the current projects as well as investigating additional available 
opportunities. As well as having all the necessary skills, Horizonte’s management 
are present on the ground, and thus able to quickly evaluate specific projects of 
interest that have the potential to drive shareholder value.  We believe the focus for 
an investor investing in early stage exploration should consider the following points.

	 •	 Management skills for economic exploration.
	 •	 Management’s entrepreneurial skills and previous track record.
	 •	 Management’s in-country knowledge, length of operation in the 
		  country and local contacts.
	 •	 Management’s efficiency in husbanding their cash resources.
	 •	 Project ownership.
	 •	 Country of operations relationship with foreign mining companies.
	 •	 Primary focus of exploration.
	 •	 Country of operation/s.
	 •	 Number and quality of projects in the portfolio, the first is valued 
		  higher, than subsequent projects, but a portfolio is clearly 
		  preferable.
	 •	 Size potential of the target project/s.
	 •	 Any other projects in the vicinity.

We believe the Horizonte profile is very well represented in the above requirements. 

Investment Opportunity
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Valuation

Peer Group Valuation

The valuation of an exploration company depends on a large number of key 
valuation criteria, as detailed in our peer group comparison comment.  Management 
composition is certainly of major importance.  For exploration projects, potential size 
is also very important.  We believe that exploration is separate from the business of 
mining and, once a project is uncovered, the best value for an exploration company 
is the realisation of value, either by outright sale, or a joint venture with a proven mine 
developer for a project’s further development.  

We believe the market initially values a true exploration company particularly on the 
entrepreneurial skills within it.  This is essentially the network effect; it is part of our 
role to uncover the entrepreneurs of the future.  For this we look to good technical 
management, with a well thought out plan of exploration.  We also believe a specific 
focus, be it country or commodity, is important.  

Our valuation yardstick for exploration companies looks for a committed group, 
who have undertaken to list on a public market, with at least one quality project 
with a basic valuation of at least £4.0m already within the portfolio.  We would 
add to this any other quality properties, plus premiums for quality of management, 
project ownership, countries of operation, majors in the area, local knowledge by 
management and the company’s net outstanding cash balance.  We would apply a 
discount for low level of entrepreneurial skill (e. g. a new, developing group or major, 
past failures).  Any future discoveries are incremental and any exploration failures are 
deductible.  

We provide an update of our, ‘London AiM – gold exploration – peer group’ 
comparison, which is on the following page.  This was first published one year ago 
in January 2007.  Since that time the total valuation for the 15 ‘Regional exploration 
companies’ has increased from £218m to the current value of £265.9m.  This is 
in spite of only 5 stocks showing an increase in share price over that period.  The 
increase in valuation comes mainly from additional financings throughout 2007.  Of 
the companies included only one had a major property acquisition, EMED, which 
increased the market value 3 times.  The valuation of this sub-sector ranges from 
£5m to £30m.  We believe that these valuations should be based on a number of 
basic fundamentals, the first should always be ‘does the property have major scale 
potential’.  Thereafter the following criteria should be considered; the area and country 
of operation, the logistics of the region, management’s expertise, management’s 
cost controls, the companies cash position and ability to refinance and the number 
of projects in the portfolio.

For Horizonte, we believe a valuation of £12m is justified using our criteria.  They have 
three good quality projects, all majority owned, in a region which is highly prospective, 
together with a pipeline of generative projects combined with the management skills 
to progress the projects in a professional and cost-conscious way.  

Horizonte have three highly qualified and experienced exploration geologists, all 
of whom have worked for major mining companies, and all have worked in South 
America.  The projects are all of a major scale and would be attractive, in our opinion, 
as an exploration project for a major.  We believe that the Peruvian silver project, El 
Agulia, is worth the current Horizonte’s market value alone.  Silver projects in North 
America are highly valued, and El Aguila, of which Horizonte holds 100%, sits astride 
the major mineralized fault, in an a major silver producing area and has had small 
scale historic production.
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Horizonte Minerals - Pear Group Comparison
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We believe Horizonte’s portfolio and depth of management experience provides real 
value for the Company.  Horizonte is focusing on countries which have a proven 
track record in allowing foreign companies to develop projects, which are acceptable 
to major mining companies. Foreign mining companies have long-established 
operations in both Brazil and Peru with full ownership of their projects. They compare 
very favourably against other countries with far higher political risk. The exploration 
areas are prospective.  Management is very experienced in large scale exploration 
projects and is capable of undertaking these programs in a professional manner.  
The Company is running a tight ship, to conserve its cash resources.  

Mineral exploration, particularly at the generative stage, is a risky business.  We 
believe the risk/reward ratio for Horizonte, given the clear potential should it uncover 
a significant deposit, is very positive.  We suggest that if an investor is prepared to 
accept the risks associated with a generative exploration program, then Horizonte 
offers very good value.  We believe the value should be at least at the average of their 
peer group, in the region of £10 million, net of cash.

Conclusion
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Authorised and regulated by the Financial Services Authority Member of the London Stock Exchange. 

This document has been issued by Hichens, Harrison & Co. plc on the basis of publicly available information, 

internally developed data and other sources believed to be reliable and accurate at the time of printing. 

No representation or warranty, expressed or implied, is made nor responsibility of any kind is accepted by 

Hichens, Harrison & Co. plc, its directors or employees either as to the accuracy or completeness of any 

information stated in this document. Any opinions expressed (including estimates and forecasts) may be 

subject to change without notice. This document is not intended as an offer to buy or sell any security or as 

a personal recommendation. Hichens, Harrison & Co. plc, or any of its connected or affiliated companies or 

their directors or employees, may have a position in any of the securities or may have provided corporate 

finance advice, other investment services in relation to any of the securities or related investments referred 

to in this document. The securities may not be suitable for all investors and advice should be sought from 

a suitably qualified professional advisor. Investors must be aware of the risks associated with investment in 

these securities. The value of the securities and the income derived can go down as well as up. Investors 

may not get back their initial investment. Past performance is not necessarily a guide to future performance. 

Estimates of future performance are based on assumptions that may not be realised. Securities denominated 

in foreign currencies may see their value fall as a result of exchange rate movements. Market conditions 

may affect the liquidity and volatility of the securities and accordingly. An investor may find it difficult to 

realise their investment. There is an extra risk of losing money when shares are bought in some smaller 

companies, including penny shares. For comments on AIM shares you should be aware that because the 

rules for AIM are less demanding than for those of the Official List of the London Stock Exchange the risks 

are higher. There may be a big difference between buying and selling price of these shares. If you have to 

sell them immediately you may get less than you paid for them. Any comments contained in this document 

are intended for the use of the individual or entity to which it is addressed and may contain information that 

is confidential and may also be legally privileged. If you are not the intended recipient you are hereby notified 

that distribution or copying of this document is prohibited. If you have received this document in error 

please telephone  Adam Wilson on 020 7382 4451. NOT FOR DISTRIBUTION IN THE UNITED STATES, 

AUSTRALIA, CANADA AND JAPAN.

**IMPORTANT DISCLOSURE CONCERNING INTEREST IN COMPANY**

Dave Paxton, a mining analyst at Hichens, Harrison & Co. plc and the author of this report, 

holds shares in Horizonte Minerals.  He acquired his shares in July 2005.
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