
   
   

 
   29 January 2007  
  Horizonte Minerals 
  Horizonte is a focused exploration and development company created to act as an R&D unit for 

major mining companies in Brazil and Peru.  The Com pany is managed by experienced economic 
geologists with a good knowledge of the countries i nvolved.  In the seven months since 
Admission, Horizonte has completed two drill progra mmes both of which have intersected 
economic grades of mineralisation.  Follow-up drill  programmes are scheduled for the first quarter 
2007.  Exploration is a high risk business but one that can be well managed with a view to 
increasing the probability of success.  We believe Horizonte has added value since listing and is 
undervalued at this point.  We also believe the ris k/reward ratio based on results to date is 
favourable and the stock should be bought up to 40 pence.  
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Brazil 
·  Two major large scale target properties with 

limited previous exploration, on major 
mineralised trends. 

·  A large property pipeline, and new projects 
being reviewed regularly. 

·  Tangara target drill tested with initial success, 
35m @ 2.5g/t. 

·  A mining friendly country with numerous major 
mining companies operating locally. 

·  Established mining property tenure, supported 
by established mining laws. 

Peru 
·  Major mining country producing Silver, Zinc, 

Gold and copper. 
·  Foreign mining companies supported in the 

country for over 100 years. 
·  Primary target the El Aligula project, in the world 

class Cerro de Pasco silver-lead-zinc belt. 
·  Early mining exposed a high grade breccia pipe.   
·  Property straddles the major Cerro de Pasco 

fault, and is prime exploration property in this 
region. 

·  First drill programme produced multiple 
intercepts of high grade mineralisation.  
 

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 
successfully 

 

 
Source: Company Data 

 
Source: Bloomberg 

Stock Code:      HZM - AiM 
Current  Share Price:      24pence 
Number of Shares: 29.51m 
Options : at 25 pence – restricted to Aug 08 1.06m 
Fully Diluted 30.57m 
Net Cash: £1.80m 
Market Capitalisation: £7.08m 
Adjusted Market Capitalisation: £5.28m 
Web Page :  www.horizonteminerals.com   

 
Major Shareholders: 
Minmet 16.9% 
Anglo Pacific 10.3% 
Nick Winer 10.2% 
Antonio Valery 10.2% 
Management 27.1% 
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Summary 
 The management of Horizonte is an experienced and established group; team 

members have held senior positions with major mining companies in the South 
American region. The management recognised early on the lack of quality exploration 
projects in the region and developed a portfolio of large scale projects centred over 
prospective terrain. The Company operates in two of the most prospective and stable 
countries in the region – Brazil and Peru. 

 The first project to be drilled was Tangara in Brazil, a gold project with massive 
dimensions, consisting of five separate target areas within the overall property 
covering some 300 km².  Any one of these five areas is alone large enough to support 
a major mine if a discovery is made.  The Company has completed a first pass, wide-
spaced drill programme on the MA target, with one hole returning grades and widths 
of mineralisation capable of sustaining a mine. Follow-up drilling will start shortly 
whilst other new areas have been defined.  

The Peruvian project has also been the subject of a recent drill programme on one of 
the three target areas.  The project, El Aguila, is also a large scale project, with 
numerous target areas, and will be the subject of a follow up program in the first six 
months of 2007. A third major project, Falcao in Brazil, was discovered by BHP who 
only undertook wide-spaced drilling with success but with no follow-up, owing to a 
change in global strategy.  This project is due to be explored by Horizonte this year. 

 As well as the three core projects, Horizonte has a pipeline of generative projects and 
is continually evaluating new opportunities in both Brazil and Peru.  We expect to see 
the focus for Horizonte remain with a high quality, diversified property portfolio that will 
be aggressively tested.  If the projects do not possess the criteria to host a major 
deposit post testing, they will be joint-ventured to mid-level producers. 

 All mineral exploration companies have an element of risk, from any number of 
sources, including commodity price, probability of finding an economic deposit, and 
country and government risk.  Mineral exploration companies are therefore high risk 
investments but the rewards can be substantial.   

Horizonte is minimising these risks by having a large multi-commodity portfolio in two 
pro-mining countries, both of which actively encourage foreign mining investment, 
managed by an experienced economic geology team.     
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 Property Portfolio 
 Horizonte was established to generate new projects in prospective areas of Brazil and 

Peru.  The Group was not looking to dust off existing projects to attempt to increase 
reserves/resources, claiming change of 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 are 
traditional host rocks for some of the major gold producing regions of the world.  Two 
examples are the Timmins Camp in Canada and the super-pit in Western Australia.  
The greenstone belt that Horizonte focused on is a major belt, on which large tracts of 
land were open and available for exploration.  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 large Brazilian mining company, now one of the largest mining companies 
by capitalisation in the world. 

 
Property Locations  - Source: Company data 

 Such was Horizonte’s success in acquiring large-scale properties that the first 
property to be explored in detail, Tangara, a huge expanse of ground, with extensive 
garimpero (un-permitted prospectors) gold production, should be viewed as more than 
one exploration project. 

Horizonte has numerous projects in Brazil, but the two, primary targets are the 
Tangara gold project and Falcao copper-gold project.  The Company also has a high 
grade silver-lead-zinc project in the world-class Cerro de Pasco mineral district of 
central Peru. 
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Brazil 
Tangara  

 
Primary Brazilian Projects in relation to the Caraj as Mineral Province  - Source: Company Data 
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 The Tangara project, one of core projects for Horizonte, is a large exploration project 
with numerous targets. The property has a strike length of over 35km and a width of 
7km, and covers a portion of the Identidade greenstone belt.  The map below shows 
the locality of the Horizonte properties and the surrounding claim position with majors 
such as Barrick, Teck Cominco and Codelco holding ground.   

 

 

 Map showing the Tangara claims in red with the Identidade  greenstone belt in light 
green. Source: Company Data 
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 The project has numerous examples of garimpero mining providing good evidence of 
gold exploitation. The scale, though, is deceptive and much larger than many 
exploration projects.  Tangara should be considered as a number of separate projects 
within the Tangara claim block.  Horizonte has defined five separate target areas as 
detailed in the map below.  The initial drilling programme, consisting of 1,235 meters 
in 11 drill holes, was completed in October 2006.  The drilling targeted only one of the 
anomalies, the MA zone, with drilling over a strike length of 2.5 km, in itself a large 
exploration undertaking. 

 
 Source: Company data 

 The wide-spaced, first pass drill programme surprised all, including Horizonte’s 
management.  All drill holes were situated to test the down-dip potential of previous 
open pit mining.  Significant down-dip mineralisation was encountered only in drill hole 
DDH-04 where an extensive zone of quartz-pyrite mineralisation returned economic 
grades. The first three holes were drilled down-dip from the sulphide pit, a previously 
mined pit with high grade base metal mineralisation.  Although the scale of mining at 
the sulphide pit is limited, the potential is obvious.  Horizonte, however, is seeking a 
large project, either as a stand-alone or multiple projects with a central plant.  The 
potential for gold mineralisation is shown by limited previous operations, from gold 
occurrences on the surface and now supported by the first phase drill programme, 
which has added considerably to Horizonte’s understanding of the mineralisation.  
Follow up exploration, with this knowledge gained from the first holes, will be 
undertaken early next year.   
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MA The MA target contains the sulphide pit where extremely high-grade mineralisation is 
exposed.    

 

  
The Sulphide Pits – massive sulphide mineralisation which was targeted by the drill program 

  
 Horizonte targeted three of the initial exploration holes under the pit to examine the 

potential to depth because of the high grade exposure at surface, shown above.  The 
holes were targeted to scissor the surface mineralisation at depth; no economic 
material was intersected but anomalous gold-zinc-copper is present. It seems unlikely 
however that this mineralisation is an isolated occurrence of high grade 
mineralisation. The geometry of the replacement sulphides is now considered flat-
lying, hence not intersected; there is an encouragingly strong geophysical anomaly to 
the North that may substantiate this and which will be the target for drilling in the next 
phase. 

 MA also contains the Gerson pit, a large excavation that has had considerable 
material removed as part of a gold mining operation.  Rock samples from the pit have 
returned high gold grades.  Mineralisation in the pit is of the contact between mafics 
and porphyry, which appears to be a highly mineralised.  The fourth exploration hole, 
DDH-004, was drilled under this pit.  Although this did provide some very interesting 
results, the type of mineralisation encountered was unexpected.  Drilling intersected a 
mineralised breccia with significant silica and quartz-pyrite veinlets. This intersection, 
associated with high grade gold from the surface auguring programme shows the 
potential for a high grade gold mineralisation to a depth of 120 metres, with a width of 
25 metres.  However this mineralisation is only over one single section and a follow-
up drill program will be undertaken early in 2007 significantly to expand on this. 

MAS This target, similar in size to the MA target which was identified by stream sediment 
sampling. 
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MAE The Ageu mining area contains a number of open pits, which were mined for gold.  

Evidence of a large tailings heap is available, showing the mine included a grinding 
circuit and appears to have supported significant production.  Once again, the target is 
a substantial area with strong indications of a large gold system.    

 

  
Two views of previous open pit mining (now flooded) 

 

 No drilling has been undertaken at this site by Horizonte.  This project will be the 
focus of detailed soil geochemistry study to define drill targets.  

Pampeana An exciting new target generated from the regional stream sediment sampling; 
Horizonte had commenced mapping and soil sampling during my recent visit and 
these results will be reviewed with view to defining further drill targets for testing in 
2007. 

 

  
The Pameana Pit  
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MAN A satellite anomaly on the Western section of the Tangara project.  This is a newly-
uncovered extension of the greenstone belt, which will be the focus of a regional 
exploration programme in 2007. 

Falcao The second major project in the Horizonte Brazilian stable.  The project was initially 
drilled by BHP, on a wide-spaced grid.  Encouraging results were returned just before 
BHP withdrew from all international exploration.  Nick Winer, a current director and 
chief geologist for Horizonte, was head of South American operations for BHP at the 
time.  Full geologic details of this project appear in the Admission document. 

 Falcao was scheduled for a drilling programme early this year but this has been 
delayed because of the encouraging results from the Tangara project and the decision 
to return to Tangara for further drilling.  In the meantime, a detailed soil geochemistry 
programme has been initiated to assist with target definition prior to the drill 
programme itself. 

Other Projects Horizonte has three other specific projects in Brazil.  The first, Goias Velho, is being 
explored on a JV basis by Troy Resources, an Australian Mining company.  Troy is 
earning a 70% interest by completing an exploration project.  Troy is a successful gold 
mining operation, listed on the Australian Stock Exchange (TRY), with a producing 
gold mine adjacent to the Horizonte project, and is looking for addition mill feed to 
supplement this operation and gain economies of scale. 

 The in-country management of Horizonte is well connected within the industry  and is 
actively pursuing additional projects.   
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Peru 
El Agulia 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 district benefits from excellent road, 
rail and mineral processing infrastructure. 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. 

 

 
Source: Company Data 
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 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. 

 Horizonte has fast-tracked exploration at El Aguila, with a June 2006 field campaign 
concentrated on the main mineralised structures and associated alteration styles.  
Surface and underground mapping identified three principal silver-lead-zinc veins in 
Pacos Hill named, the Veta Norte, Veta Sur and Veta Laguna.  The veins vary in width 
from 0.3 to 1.2 metres and demonstrate consistent metal grades and extension into 
wall rocks. Vein intersection points were identified as priority targets where brecciation 
and replacement mineralisation occur in wider dilantant features.   

 Surface trenching and underground channel sampling returned some very 
encouraging mineralisation.  Grades in the vicinity of the ‘Veta Sur’ vein returned 6 
metres grading 10.7 oz/t silver, 7.8 % lead and 5.9 % Zinc.  Underground vein 
samples returned 1.2 metres grading 13.9 oz/t silver, 8.8% Lead, 2.2% Zinc and 0.46 
g/t gold.  The average grade of 20 rock channel samples taken at different vertical 
levels across the veins returned 10.2 oz/t silver, 8.6% lead and 3.5% zinc.  A bulk 
sample of 24.5 kg from old mine dumps at Pacos Hill returned 12.2 oz/t Silver, and 
13.7% lead. 

 A first pass drill program was undertaken late 2006, to target the areas detailed by the 
trenching and underground exposures.  The aim of the programme was to test the 
lateral and vertical continuity of the Veta Norte and Veta Sur polymetallic replacement 
structures.  These drill results confirm the data received from the surface and 
underground sampling programmes completed in July 2006, which indicated 
substantial widths of mineralisation adjacent to the Veta Norte and Veta Sur and down 
dip extensions to 150 metres.  The drill confirmation of the high sulphidation 
replacement style mineralisation similar to that of the Cerro De Pasco polymetallic 
mine is significant for the tonnage potential of the project. 
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Arial view of El Aguila  Plan of drill and trenching program 
 

 The aerial picture on the left shows that Horizonte has only “scratched the surface” of 
the El Aguila project.  Second round drilling, using what has been gleaned from the 
initial programme, will be undertaken in the first quarter of this year.  Indications of the 
different levels of mineralisation are clearly evident when examining the exposed 
outcrop on surface.  The project extends over a strike length of 5km and a width of 
2km, a large project area.  The aerial view above left shows numerous surface 
samples with high grade silver.  The picture on the next page, on the right, shows the 
valley on the Eastern side of the ridge from the first round drilling.  The hill feature in 
the mid-distance, potentially mineralised, as can be seen from the colour differential, 
is also on the Horizonte-controlled property and has not yet been tested by any 
means, including soil sampling.   

The size and 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 reservoirs.  
Exploring over such a large area for a small exposure is fraught with difficulties but we 
believe the management team at Horizonte has identified the key controls to 
mineralisation to give the project a reasonable probability of economic success.   
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Left showing a view of the lowest drilling station, close to the existing shaft, and Right a view from the ridge – the mineralised 
hill in the valley (middle right of picture) is part of the El Aguila licence 

 
 

Other projects The Horizonte team in Peru is actively seeking additional projects in the region.  Peru 
is a well mineralised country and it encourages foreign mining companies to operate 
there.  We believe a local office, open for business, will attract numerous potential 
projects.  We expect Horizonte to add to its Peruvian portfolio in time. 
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Management 
 Full details of the management are available in the Admission document, and we do 

not intend to reproduce this data here.  However the two senior directors, Mr. David 
Hall and Mr. Nicholas Winer, have held senior positions with Anglo American, BHP 
and AngloGold respectively. Mr. Jeremy Martin, C.E.O., worked with David Hall in 
Peru and the Dominican Republic, where generative work has realised a number of 
new discoveries. Dr. T. Haggan also worked in Dominican Republic with Hall and 
Martin. Together they represent an extremely knowledgeable group, and an ample 
sounding board for the various models they propose for the mineralisation. 

 They believe that generative geology should not consist simply of looking for a similar 
type of mineralisation as existing projects worldwide but should introduce new ideas in 
mineral exploration.  This does not mean that if a major deposit is uncovered and it fits 
into one of the previous models, that they will ignore the project.  Quite the opposite; 
they have the experience to recognise early which model it fits into and to know the 
best method explore the project and to understand the potential dimensions. 

 Horizonte’s model is to find projects that have the scale to develop into major mining 
projects and it is focusing on that goal.  Should a lesser project be found, that project 
will be sold on in order to maintain the strategic focus on potentially large projects.  
Horizonte would like to be considered as the partner of choice in Brazil and Peru, and 
to act as the R&D for the major mining companies in those regions.   

 All of the gold mining companies, be they the major mining companies like BHP and 
Anglo American or the up-and-coming medium producers are looking for expansion 
opportunities and any new discoveries will be closely followed.  The management of 
Horizonte is focusing the Company to fill that void.  Their game plan is to discover 
new projects, then to invite a major partner to develop a bankable feasibility study at 
the partner’s cost, whilst retaining a carried interest as the projects move towards 
production. 
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Peer Group Comparison 
 We believe a comparison with the mining exploration stocks on London’s AiM 

marketis instructive:  in our peer group table on the next page we provide a 
comparison of a selected number of early-stage exploration companies quoted on the 
AiM market.  We have divided the group into separate categories, depending on our 
view of the level of exploration.  We have used, in most cases, the primary project as 
the focus (the project we believe provides that company with the majority of its value) 
and our consideration of the level of the exploration.   

 For the “Regional Exploration” category, we have included those companies with no 
specific project, or a project in the very early stage of drilling.  We would expect an 
exploration company to advance through the categories as and, if a project advances, 
would also expect an increase in value accordingly. 

 The table shows a market comparison between values of the various companies 
within the groups.  Different values could be explained by a number of factors 
including, but not limited, to the following, which we have arranged in order of 
importance to Hichens Harrison, from most important to least.  Each company may 
have criteria which may be valued in a different order, depending on the specific risks. 

·  Management skills for economic exploration. 

·  Management’s entrepreneur 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 have included the companies in our subsequent groups, “Project Exploration” and 
“Project Definition” to show the relative value of the various groups.  Project 
exploration is where a specific mineralised project has been defined and exploration is 
underway to define the shape, size and grade.  Project definition would be at the later 
stage and would be when the shape, size and grade are known, and the project is 
undergoing technical evaluation leading to a feasibility study. 
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 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 import.  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 the 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.   

 We believe that the major mining companies view the exploration companies as their 
R&D departments and are looking for the exploration companies to undertake grass-
roots and generative exploration.   

 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.   

For Horizonte, we believe a valuation of £12m is justified using the above criteria.  
They have three good quality projects, all on a large scale, 100% 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. 
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Conclusion 
 We believe Horizonte’s portfolio and depth of experience in the management provide 

real value forthe 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. Both Brazil and Peru have long-established foreign 
mining companies operating in the region will full ownership of their projects. They 
compare very favourably against other countries with far higher political risk. The 
regions of exploration are prospective.  Management is very experienced in large 
scale exploration projects and is capable of undertaking these programmes 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 programme, 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.  Buy up to 40 pence/share. 
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**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. 


