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Date:  19 June, 2007 

Ticker:  TNZ LN 

 Tanzanite One - Looking for growth

Site Visit – June 2007 

Event 
Fox-Davies Capital was invited to attend a funded analysts/press site visit in northern 
Tanzania to view Tanzanite One’s (TNZ) Merelani mine at Simanjiro, together with the 
head office and local trading set-up, based in the city of Arusha. 
 
Comment 
The TNZ share price showed a quantum leap in early 2006 from 140p to 275p, the result  
of over-promotion. The subsequent fall back to around 80p reflected operating problems 
and write-offs due to change in marketing strategy. The prospect of a more consistent  
recovery of quality stones and strong markets should ensure profit growth, which 
together with a commitment to dividends, gives the prospect of a share price uptrend.   
 
History 
Tanzanite is a variety of the mineral Zoisite. The gemstone was discovered in 1967 and 
originally thought to be a variety of sapphire. There was little serious commercial work 
until the 1990s due to political factors. When it was identified as a unique stone the 
specific Tanzanite name came from the New York jewellers, Tiffany. The only source is 
mined at Meralani in the foothills of Mount Kilimanjaro, 70km from the city of Arusha, in 
northern Tanzania. 
 
Tanzanite is a coloured gemstone, mainly found in shades of blue and purple, with the 
colour provided by the vanadium content. At 6.5 on Moh’s scale of hardness, it is 
considerably softer than ruby, emerald and sapphire, but competes in value due to its 
unique source and increasing demand for its attractive characteristics. These include 
trichoism, in which a cube of material can transmit a different colour through three pairs 
of parallel faces when subjected to white light.  
 
The mine site was developed as a graphite project with tanzanite by-product by the 
Samax Group, which in turn was eventually acquired by AngloGold Ashanti. In 1998, it 
was subsequently acquired and developed by JSE listed African Gem Resources 
(Afgem), for the Tanzanite product. A drive to acquire the Afgem tanzanite assets was 
initiated by a group of investors who had been founders of the successful Aquarius 
Platinum group, a move unanimously accepted by shareholders. The new company, 
Tanzanite One, was admitted to AIM in August 2004, with an IPO raise of £4.2mn (net) 
@ 42p, which lifted cash balances to £7mn. Founders and management control around 
50% of the equity and institutional shareholders include JP Morgan Fleming, Ruffer, 
Black Rock and Fidelity. 
 
Tanzania 
Tanzania borders the Indian Ocean between Kenya and Mozambique. The State was 
formed in 1964 from the merger of Tanganyika and Zanzibar shortly after achieving 
independence from Britain. The first democratic elections were held in 1995. It covers 
945,000km2 and has a population of some 40 million. Tanzania borders the world’s 
second largest (Lake Victoria) and second deepest (Lake Tanganyika) freshwater lakes 
and hosts the continent’s highest mountain. Resources include hydro-electic power, 
gold, diamonds, iron ore, nickel and coloured gemstones. 

Company Statistics 

Share Price (p)  84.7

Shares Outstanding (mn)  73.5 

Warrants and Options 4.3

Fully Diluted Shares (mn)  77.8

Market Capitalisation (£ mn)  62.3

Average Daily Turnover (£ '000) 154.6 

Net Debt/(Cash) (£ mn) (3.6)

Enterprise Value (£ mn)  58.7

52-week High (p)  128.5

52-week Low (p) 68.5 

Website www.tanzaniteone.com
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Company Summary 

Tanzanite One produces the unique Tanzanite 
gemstone from operations based in northern 
Tanzania. 

 

Analyst(s) 

Julian Emery 
Tel: +44 (0)20 7936 5243 
Email: julian.emery@fdcap.com  
 
Brock Salier 
Tel: +44 (0)20 7936 5242 
Email: brock.salier@fdcap.com 
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Assets 
The Government demarcated the tanzanite mining area of 5km by 2km into four blocks: A, B, C, D. 
Tanzanite One owns the mining licence to the largest, Block C, at the centre of the producing area. The 
deposits, known as ‘boudins’, are found in a complex geological environment. Differential isoclinal folding 
created fold stacks, leaving voids for supersaturated fluids to enter and crystallise at a specific combination 
of temperature, pressure and cooling rate. It is claimed that it would be virtually impossible to replicate 
Tanzanite synthetically. A conventional compliant resource is not an option with these deposits as they 
cannot be defined by grid drilling. However, a high degree of confidence can be gained from statistical 
analysis derived from geological and ongoing production records. In addition to the high grade boudin 
deposits it should also be possible to extract lower grade panels by conventional stoping methods. This will 
lower the average grade but increase the overall output of tanzanite.  
 
Strategy 
The initial strategy was to create a vertically integrated mining/marketing company. In early 2006 it was 
decided to close down wholesale marketing and to target a sustainable production growth rate, supported 
by a significant inventory which would give a credible supply flow of rough stones to sightholders supplying 
expanding wholesale and retail markets. The mine is labour intensive, but there is scope for limited 
mechanisation to move broken ore and waste more efficiently from production and development areas. The 
operations on the 2km by 1km Block ‘C’ are accessed to a depth of around 500m via 6 shafts along strike. 
Underground development tracks mineralised boudins (sausage shaped structures) located within fold 
stacks, which in turn are found within a thin tabular ore zone, which dips into the ground at around 45 
degrees. Access to the planned ultimate depth of 1200m along the incline will be done through 3 large 
incline shafts currently being developed.  
 
The five year target is to achieve an annual production rate of 5mn carats (Table 1). Current operations are 
running at 1.4Mct pa and the head grade is in the 65%-75% range. Cost breakdown is 45% labour, 20% 
power, 25% consumables and 10% other. There has been an encouraging increase in grades, partly offset by 
lower margins, the latter reflecting write offs, lower throughput which, together with short term power 
shortages, caused a sharp rise in costs.  
 
Table 1: Production and profit record 2005/2006. 

 1H05 2005 1H06 2006 

Ore Treated (t) 12,161 26,500 *7,605 15,896 

Rough (ct) 576,933 1.40m 570,405 1.23m 

Grade (ct/t) 47 55 75 77 

Costs (US$/t) 2.00 1.25 2.32 2.54 

Revenue (US$/ct) 13.00 11.00 9.63 12.00 

Revenue (US$mn) 22.4 41.1 16.3 36.0 

Gross margin (%) 66% 61% 31% 44% 

PAT (US$mn) 7.20 9.85 **(0.15) **1.8 

EPS (US$ cents) 9.6 13.03 (0.26) 2.35 

DPS (US$ cents) 1.0 5.0 2.0 8.0 

Source: Tanzanite One  
**After a US$2.81mn provision for withdrawal from wholesale jewellery sales and a write down of US$1.82mn on intangible assets. 

*Lower production in 1H06 from drought and associated power reduction requiring installation of back- up generators.  

 
Markets 
The current demand for cut and polished Tanzanite stones is largely a result of marketing in the 
US/Caribbean region (75%) and South Africa (5%). There has recently been interest from sight-holders in 
Dubai and Europe to develop markets in these regions. A branding concept named “Be Born to Tanzanite” 
is to identify the stone as a gift item to celebrate birth and new beginning events as having a degree of 
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success which could gather momentum. The Company is also building a significant inventory to smooth out 
dips in production and surges in demand. 
 
Tanzanite One Trading 
The Company has established a local retail outlet which purchases quality rough Tanzanite stones from 
small scale miners on the other Blocks. It has developed strong relationships with prominent brokers and 
carries out cutting and polishing for the local and tourist demand. The operation serves to stabilise the local 
pricing mechanism. Currently cut stones command prices in the US$200/ct to US$2,000/ct range depending 
on the quality of colour, clarity and cut.  
 
Risks/Rewards 
 
Production – uneven tanzanite production rates are being addressed by mining efficiencies and building an 
inventory. Production rates are being steadily expanded. 
 
Costs – labour costs and power costs will rise but overall escalation will be mitigated by efficiencies and 
increasing production. 
 
Management – there appears to be a pragmatic approach to the challenges created by the complex 
geology in order to define more clearly the potential resource and the promotion and marketing of the 
product. 
 
Political – the international consensus opinion is that international mining companies will continue to be 
encouraged be the government and local communities to increase their level of local beneficiation. There is 
a 5% revenue royalty and a 30% corporate tax rate. Tanzanite One is also a significant employer and there is 
active support for community development projects. 
 
Markets – Tanzanite is a unique product and requires consistent marketing and development programme. It 
is gaining from increased promotion success and wider distribution. 
 
Profit growth – The downturn in 2006 can be regarded as a one-off due to the lack of back-up power 
generation and write-offs. Factors point to good profits growth potential. 
 
Expansion – There may be opportunities to acquire and develop adjoining blocks which can be accessed 
from existing development in Block C. The Company will look at coloured gemstone sites in Tanzania and 
elsewhere. 
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Julian Emery – Senior Mining Analyst  

 
Julian has a wealth of experience of the natural resources sector globally and of the AIM. Trained as a mining engineer, 

Julian developed his extensive career in the analysis and research of mining companies with Selection Trust, Societe 

Generale, T.C.Coombs, Joseph Sebag, DWA and VSA Resources. He is a Fellow of the Securities Institute, an Associate of 

the Society of Investment Professionals and a past president of the Association of Mining Analysts. 

 

Contact details: 

T +44 (0)20 7936 5243 

F +44 (0)20 7936 5201 

E julian.emery@fdcap.com 

 
Brock Salier – Mining Analyst  

 
Brock has over 8 years of international commercial and academic work experience as both a geologist and management 

consultant. Following a period as a mine geologist, Brock completed a geology PhD with distinction at the University of 

Western Australia, focused on gold mineralisation systems. His previous experience includes periods with Rio Tinto, 

Placer Dome and Great Central Mines covering diamond, nickel, uranium and gold projects. Most recently, Brock was a 

strategy and business consultant in London with Accenture and Credo Group. 

 

Contact details: 

T +44 (0)20 7936 5242 

F +44 (0)20 7936 5201 

E brock.salier@fdcap.com 

 

Investment analyst certification 

 
All research is issued under the regulatory oversight of Fox-Davies CAPITAL Limited. Each Investment Analyst of Fox-

Davies CAPITAL Limited whose name appears as the Author of this Investment Research hereby certifies that the 

recommendations and opinions expressed in the Investment Research accurately reflect the Investment Analyst’s 

personal, independent  and objective views about any and all of the Designated Investments or Relevant Issuers 

discussed herein that are within such Investment Analyst’s coverage universe. 

 

Fox-Davies CAPITAL Limited provides professional independent research services and all Analysts are free to determine 

which assignments they accept, and they are free to decline to publish any research notes if their views change. 
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Research disclosure as of June 19, 2007 

 
Company: Tanzanite One 
Disclosure: 9 
 
Investment Research Disclosure Legend: 

 

1. In the past 12 months, Fox-Davies Capital Limited or its affiliates have had corporate finance mandates or managed 

or co-managed a public offering of the Relevant Issuer’s securities or received compensation for Corporate Finance 

services from the Relevant Issuer. 

2.  Fox-Davies Capital Limited expects to receive or intends to seek compensation for Corporate Finance services from 

this company in the next six months. 

3. The Investment Analyst or a member of the Investment Analyst’s household has a long position in the shares or 

derivatives of the Relevant Issuer. 

4. The Investment Analyst or a member of the Investment Analyst’s household has a short position in the shares or 

derivatives of the Relevant Issuer. 

5. As of the month end immediately proceeding the date of publication of this report, or the prior month end if 

publication is within 10 days following a month end, Fox-Davies Capital Limited and / or its affiliates beneficially owed 

1% or more of any class of common equity securities of the Relevant Issuer. 

6. A senior executive or director of Fox-Davies Capital Limited, or a member of his or her household is an officer, 

director or advisor, board member of the Relevant Issuer and / or one of his subsidiaries. 

7. Fox-Davies Capital Limited makes a market in the securities of the Relevant Issuer. 

8. Fox-Davies Capital Limited acts as corporate broker for the Relevant Issuer. 

9. Fox-Davies Capital Limited acts as an investment advisor to the Investment Manager of an Investment Fund that may 

have an interest in the securities of the Relevant Issuer. 

 

The Investment Analyst who is responsible for the preparation of this Investment Research is employed by Fox-Davies 

Capital Limited, a securities broker-dealer. 

The Investment Analyst who is responsible for the preparation of this Investment Research has received (or will receive) 

compensation linked to the general profits of Fox-Davies Capital Limited. 

Fox-Davies Capital Limited or its affiliates expect to receive or intend to seek compensation for Corporate Finance 

services from the subject company in the next six months. 
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Disclaimer 

This document should not be relied upon as being an impartial or objective assessment of the subject matter and is not deemed to be “objective 
research” for the purposes of the FSA rules. The individuals who prepared this document may be involved in providing other financial services to the 
company or companies referenced in this document or to other companies who might be said to be competitors of the company or companies referenced 
in this document. As a result both Fox-Davies Capital Limited and the individual employees who prepared this document may have responsibilities that 
conflict with the interests of the persons who receive this document and you should therefore not rely on this document as being an independent, impartial 
or objective view of the value or prospects of the companies and/or investments referred to herein. 
 
This document has been issued by Fox-Davies Capital Limited for information purposes only and should not be construed in any circumstances as an offer 
to sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or the fact of its distribution, form the basis of, or be relied 
upon in connection with, any contract relating to such action. This document has no regard for the specific investment objectives, financial situation or 
needs of any specific entity. Fox-Davies Capital Limited and/or connected persons may, from time to time, have positions in, make a market in and/or 
effect transactions in any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. The 
information contained herein is based on materials and sources that we believe to be reliable, however, Fox-Davies Capital Limited makes no 
representation or warranty, either express or implied, in relation to the accuracy, completeness or reliability of the information contained herein. Opinions 
expressed are our current opinions as of the date appearing on this material only. Any opinions expressed are subject to change without notice and Fox-
Davies Capital Limited is under no obligation to update the information contained herein. None of Fox-Davies Capital Limited, its affiliates or employees 
shall have any liability whatsoever for any indirect or consequential loss or damage arising from any use of this document. 
 
This report has been approved in the UK by Fox-Davies Capital Limited solely for the purposes of section 21 of the Financial Services and Markets Act 2000.  
In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who have professional experience in 
matters relating to investments) or Article 49(2) (a) to (d) (high net worth companies, unincorporated associations, etc) of the Financial Services and Markets 
Act 2000 (Financial Promotions) Order 2005 (as amended) or (ii) are intermediate customers or market counterparties of Fox-Davies Capital Limited (all such 
persons together being referred to as “relevant persons”). This report must not be acted on or relied up on by persons in the UK who are not relevant 
persons. 
Fox-Davies Capital is not a US registered broker-dealer. Transactions undertaken in the US in any security mentioned herein must be effected through a 
US-registered broker-dealer, in conformity with SEC Rule 15a-6. 
Neither this report nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be restricted by law and persons 
into whose possession this report comes should inform themselves about, and observe any such restrictions.  Distribution of this report in any such other 
jurisdictions may constitute a violation of UK or US securities law, or the law of any such other jurisdictions.  
 
Investments in general involve some degree of risk, including the risk of capital loss. The services, securities and investments discussed in this document 
may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and 
financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not necessarily a guide to future performance 
and an investor may not get back the amount originally invested. Where investment is made in currencies other than the investor’s base currency, 
movements in exchange rates will have an effect on the value, either favourable or unfavourable. Levels and bases for taxation may change. When we 
comment on AIM or OFEX shares you should be aware that because the rules for those markets are less demanding that the Official List of London Stock 
Exchange plc the risks are higher. Furthermore, the marketability of these shares is often restricted. 
 
Fox-Davies Capital Limited and/or its associated companies may from time-to-time provide investment advice or other services to, or solicit such business 
from, any of the companies referred to in this document. Accordingly, information may be available to Fox-Davies Limited that is not reflected in this 
material and Fox-Davies Capital Limited may have acted upon or used the information prior to or immediately following its publication. In addition, Fox-
Davies Capital Limited, the directors and employees thereof and/or any connected persons may have an interest in the securities, warrants, 
futures, options, derivatives or other financial instrument of any of the companies referred to in this document and may from time-to-time add or dispose 
of such interests. Neither the whole nor any part of this material may be duplicated in any form or by any means. Neither should any of this material be 
redistributed or disclosed to anyone without the prior consent of Fox-Davies Capital Limited. Fox-Davies Capital Limited is authorised and regulated by the 
Financial Services Authority and is a member of the London Stock Exchange. 
 
Fox-Davies Capital Limited 
Whitefriars House, 6 Carmelite Street, London EC4Y 0BS 
T +44 (0) 20 7936 5200, F +44 (0) 20 7936 5201 
www.fdcap.com 
 
 


