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This short form prospectus (the “Prospectus”) qualifies the distribution of an aggregate of 24,000,000 
units (the “Units”) of Labrador Iron Mines Holdings Limited (the “Corporation”), at a price of $1.05 per 
Unit (the “Offering Price”).  Each Unit is comprised of one common share in the capital of the 
Corporation (a “Common Share”) and one-half of one Common Share purchase warrant (each whole 
Common Share purchase warrant, a “Warrant”). Each Warrant entitles the holder to purchase one 
Common Share (a “Warrant Share”) for a period of 36 months from the date of closing of the Offering at 
a price of $1.35 per Warrant Share.  The Units are immediately severable into their constituent Common 
Shares and Warrants. The Units (the “Offered Securities”) will be sold pursuant to an underwriting 
agreement (the “Underwriting Agreement”) dated January 18, 2013 between the Corporation and 
Canaccord Genuity Corp. (“Canaccord”), RBC Dominion Securities Inc., Scotia Capital Inc., Macquarie 
Capital Markets Canada Ltd., Jennings Capital Inc., and Raymond James Ltd., (collectively, the 
“Underwriters” and each individually, an “Underwriter”).  The distribution of the Offered Securities and 
the Over-Allotment Securities (as defined herein) qualified by this Prospectus is referred to herein as the 
“Offering”. 

The Underwriters may offer the Units at a price lower than the price noted. “See Plan of 
Distribution”. 

The common shares of the Corporation are listed on the Toronto Stock Exchange (the “TSX”) under the 
trading symbol “LIM”.  On February 5, 2013 (the last trading day prior to the date of this Prospectus), the 
closing price of the common shares of the Corporation on the TSX was $0.92.  The TSX has 
conditionally approved the listing of the Common Shares, the Over-Allotment Shares and the Warrants 
distributed under this Prospectus, the Broker Shares and Warrants comprising the Broker Units (as 
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defined herein) and the Warrant Shares issuable upon the exercise of the Warrants.  Listing is subject to 
the Corporation fulfilling all of the listing requirements of the TSX by April 18, 2013. 

PRICE:   $1.05 per Unit 
 

 Price to the 
Public(1) Underwriting Fee(2) 

Net Proceeds to the 
Corporation 

    
Per Unit ....................................  $1.05 $     0.0525 $0.9975 (3) 
Total(3) (4)  ..................................  $25,200,000 $1,260,000 $23,940,000 (3) 
     

Notes: 

(1)  The Offering Price was determined by negotiation between the Corporation and Canaccord.  

(2)  The Corporation has agreed to pay an Underwriting fee representing 5.0% of the gross proceeds from the sale of 
the Offered Securities (the “Underwriting Fee”). In addition to the Underwriting Fee, the Corporation will issue 
to the Underwriters warrants (“Broker Warrants”) to purchase such number of Units of the Corporation that is 
equal to 5.0% of the aggregate number of Offered Securities issued pursuant to the Offering.  Each Broker 
Warrant shall entitle the holder thereof to acquire one Unit of the Corporation (each, a “Broker Unit”) at a price 
of $1.05 for a period of 18 months following the Closing Date (as defined herein). Each Broker Unit is 
comprised of one Common Share (each, a “Broker Share”) and one-half of one Warrant.  This Prospectus also 
qualifies the grant of the Broker Warrants. See “Plan of Distribution.” 

(3)  After deducting the Underwriting Fee, but before deducting the expenses of the Offering estimated to be 
$300,000, which will be paid from the proceeds of the distribution of the Units.   

(4) The Corporation has granted the Underwriters an over-allotment option (the “Over-Allotment Option”) 
exercisable in whole or in part at the sole discretion of the Underwriters, at any time and from time to time for a 
period of 30 days from the Closing Date, to purchase up to an additional 3,600,000 Common Shares at a price of 
$0.98 per Common Share and/or up to an additional 1,800,000 Warrants at a price of $0.14 per Warrant (the 
“Over-Allotment Securities”), solely to cover over-allotments, if any, and for market stabilization purposes. In 
respect of the Over-Allotment Option, the Corporation will pay to the Underwriters a fee equal to 5.0% of the 
proceeds realized on the exercise of the Over-Allotment Option being $0.049 per additional Common Share and 
$0.007 per additional Warrant sold.  In addition, the Corporation will issue to the Underwriters additional 
Broker Warrants to purchase such number of Units of the Corporation that is equal to 5.0% of the aggregate 
number of Over-Allotment Units issued pursuant to the exercise of the Over-Allotment Option.  If the Over-
Allotment Option is exercised in full, the total number of Units sold in the Offering will be 27,600,000, the total 
gross proceeds of the Offering will be $28,980,000, the total Underwriting Fee will be $1,449,000, and the net 
proceeds to the Corporation, before deducting the estimated expenses of the Offering, will be $27,531,000.  This 
Prospectus also qualifies the grant of the Over-Allotment Option and the distribution of the Over-Allotment 
Securities to be issued and sold upon exercise of the Over-Allotment Option. See “Plan of Distribution”. A 
in the time limit prescribed by the securities legislation of the purchaser's province. The purchaser should 
curities under this Prospectus, regardless of whether the over-allotment position is ultimately filled through the 
exercise of the Over-Allotment Option or secondary market purchases.   
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The following table sets out the number of options and other compensation securities that have been 
issued or may be issued by the Corporation to the Underwriters: 

Underwriters' 
Position  

Maximum Size  Exercise Period  Exercise Price 

    
Over-Allotment 

Option  
3,600,000 Common 

Shares 
Up to 30 days following 

the Closing Date 
$0.98 per Common 

Share 

 1,800,000 Warrants  $0.14 per Warrant 

Broker Warrants  Up to 1,380,000        
Broker Units 

Up to 18 months 
following the Closing 

Date 

$1.05 per Broker Unit 

The Underwriters, as principals, conditionally offer the Units subject to prior sale if, as and when issued 
by the Corporation and accepted by the Underwriters in accordance with the conditions contained in the 
Underwriting Agreement referred to under “Plan of Distribution” and subject to approval of certain legal 
matters on behalf of the Corporation by Steenberglaw Professional Corporation and on behalf of the 
Underwriters by Blake, Cassels & Graydon LLP. 

Subscriptions for Units offered under this Prospectus will be received subject to rejection in whole or in 
part and the right is reserved to close the subscription books at any time without notice.  

Closing of the sale of the Offered Securities is expected to take place on or about February 13, 2013, or 
such other date as may be agreed upon by the Corporation and the Underwriters (the “Closing Date”), but 
in any event not later than February 28, 2013. 

It is expected that one or more global certificates evidencing the Common Shares and Warrants 
comprising the Units distributed under this Prospectus in Canada will be issued in registered form to CDS 
Clearing and Depository Services Inc. or its nominee (“CDS”) and will be deposited with CDS on the 
Closing Date.  No certificate evidencing the Common Shares and Warrants comprising the Units will be 
issued to Canadian resident purchasers, except in certain limited circumstances, and registration will be 
made in the depository service of CDS.  Canadian resident purchasers of Units will receive only a 
customer confirmation from the Underwriters or other registered dealer who is a CDS participant (a “CDS 
Participant”) and from or through whom a beneficial interest in the Common Shares is 
purchased.  Certificates representing Common Shares and Warrants comprising the Units distributed 
under this Prospectus in the United States will be available on the Closing Date.  

Investing in the Units involves significant risks. See “Risk Factors” and “Cautionary Note 
Regarding Forward-Looking Information”. 

All monetary amounts used herein are stated in Canadian dollars, unless otherwise indicated. On February 
5, 2013, the noon exchange rate for United States dollars in terms of the Canadian dollar, as quoted by the 
Bank of Canada, was $1.00 = US$1.0028 or US$1.00 = $0.9972.  All numerical references to years herein 
refer to calendar years unless otherwise specified. 

In connection with the Offering and subject to applicable laws, the Underwriters may over-allot or effect 
transactions that are intended to stabilize or maintain the market price of the Common Shares at levels 
other than that which might otherwise prevail in the open market. Such transactions, if commenced, may 
be discontinued at any time. See “Plan of Distribution”. 

Mr. D. William Hooley, the Vice Chairman and a director of the Corporation and Mr. Danesh Varma, a 
director, are not residents of Canada.  In connection with the Offering, Messrs. Hooley and Varma have 
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submitted to the non-exclusive jurisdiction of each of the provinces of Canada except Québec and have 
appointed the Corporation at its registered and head office as their agent for services of legal process. 

The Corporation's registered office and head office is located at 220 Bay Street, Suite 700, Toronto, 
Ontario, M5J 2W4. 
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DOCUMENTS INCORPORATED BY REFERENCE 

Information has been incorporated by reference in this Prospectus from documents filed with 
securities commissions or similar authorities in Canada. Copies of the documents incorporated herein 
by reference may be obtained on request without charge from the Corporate Secretary of the Corporation 
at 220 Bay Street, Suite 700, Toronto, Ontario, M5J 2W4, telephone (647) 728-4125.  These documents 
are also available through the Internet on the System for Electronic Document Analysis and Retrieval 
(“SEDAR”), which can be accessed online at www.sedar.com. 

The following documents, filed by the Corporation with the various securities commissions or similar 
authorities in the provinces of Canada, except Québec, are specifically incorporated by reference into and 
form an integral part of this Prospectus: 

(a) the annual information form dated June 19, 2012 (“AIF”) of the Corporation for the 
financial year ended March 31, 2012; 

(b) the management information circular of the Corporation dated July 31, 2012 for the 
annual meeting of shareholders held on September 13, 2012;  

(c) the audited consolidated financial statements of the Corporation, the notes thereto and the 
auditors’ report thereon for the financial years ended March 31, 2012 and 2011; 

(d) the management’s discussion and analysis of financial condition and results of operations 
of the Corporation for the financial year ended March 31, 2012; 

(e) the unaudited condensed interim consolidated financial statements of the Corporation and 
the notes thereto for the three and six month periods ended September 30, 2012;  

(f) the management’s discussion and analysis of financial condition and results of operations 
of the Corporation for the three and six month periods ended September 30, 2012;  

(g) the technical report dated March 31st, 2012 and revised October 24, 2012 and entitled 
“Revised Technical Report: Schefferville Area Direct Shipping Iron Ore Projects 
Resource Update in Western Labrador and North Eastern Québec, Canada for Labrador 
Iron Mines Holdings Limited” by, Maxime Dupéré, P.Geo., SGS Canada Inc. and Justin 
Taylor, P.Eng., DRA Americas Inc. concerning the James Mine and Silver Yards project 
and the Redmond 2B, Redmond 5 and Knob Lake deposits in Labrador; and 

(h) the material change report dated January 22, 2013 regarding the Offering. 

A reference herein to this Prospectus also means any and all documents incorporated by reference 
in this Prospectus.  Any document of the type required by National Instrument 44-101 – Short Form 
Prospectus Distributions to be incorporated by reference in a short form prospectus, including, but 
not limited to, any news release issued by the Corporation that specifically states that it is intended 
to be incorporated by reference in this Prospectus and any annual information forms, material 
change reports (except confidential material change reports), business acquisition reports, interim 
financial statements, annual financial statements and the auditors’ report thereon, management’s 
discussion and analysis and information circulars filed with securities commissions or similar 
authorities in Canada after the date of this Prospectus and before the termination of the Offering, 
shall be deemed to be incorporated by reference in this Prospectus. 
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Any statement contained in a document incorporated or deemed to be incorporated by reference 
herein shall be deemed to be modified or superseded for the purposes of this Prospectus, to the 
extent that a statement contained herein or in any other subsequently filed document which also is 
or is deemed to be incorporated by reference herein modifies or supersedes such statement. Any 
statement so modified or superseded shall not constitute a part of this Prospectus, except as so 
modified or superseded. The modifying or superseding statement need not state that it has modified 
or superseded a prior statement or include any other information set forth in the document that it 
modifies or supersedes. The making of such a modifying or superseding statement shall not be 
deemed an admission for any purposes that the modified or superseded statement, when made, 
constituted a misrepresentation, an untrue statement of a material fact or an omission to state a 
material fact that is required to be stated or that is necessary to make a statement not misleading in 
light of the circumstances in which it was made. 

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

This Prospectus and the documents incorporated by reference herein may contain “forward looking 
information,” within the meaning of applicable Canadian securities legislation or “forward looking 
statements” within the meaning of applicable United States securities legislation.  Forward-looking 
information includes, but is not limited to, information with respect to the Corporation’s exploration, 
development and production potential and timetable of the Corporation’s properties; future mineral 
prices; the ability to raise additional financing; the ability to secure rail, port and other infrastructure 
required in connection with the continuation of operations; the ability to successfully maintain contractual 
relationships with certain First Nations communities with respect to the development and production of 
the Schefferville Projects (as defined herein); the estimation of mineral resources; conclusions of 
economic evaluations; the realization of mineral resource estimates; the timing and amount of estimated 
future exploration, development and production; capital expenditures; success of exploration activities; 
mining or processing issues; currency exchange rates; government regulation of mining operations; and 
environmental risks. Generally, forward-looking information can be identified by the use of forward-
looking terminology such as “plans”, “expects” or “does not expect”, “is expected”, “budget”, 
“scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, “believes”, or 
variations of such words and phrases or statements that certain actions, events or results “may”, “could”, 
“would”, “might” or “will be taken”, “occur” or “be achieved”. The purpose of forward-looking 
information is to provide the reader with information about management’s expectations and plans for 
2013 and 2014.  Forward-looking information is based on the opinions and estimates of management as 
of the date such statements are made.  Estimates regarding the anticipated timing, amount and cost of 
activities at the Corporation’s properties are based on assumptions underlying mineral resource estimates 
and are set out herein.  Forward-looking information is subject to known and unknown risks, uncertainties 
and other factors that may cause the actual results, level of activity, performance or achievements of the 
Corporation to be materially different from those expressed or implied by such forward-looking 
information, including but not limited to risks related to: unexpected events and delays during plant 
expansion and seasonal start-up; availability of qualified personnel; completion of transportation and port 
infrastructure; uncertainty in the estimation of mineral resources; uncertainty relating to inferred mineral 
resources; variations in grade and recovery rates; revocation of government approvals; timing and 
availability of external financing on acceptable terms; actual results of current exploration activities; 
changes in project parameters as plans continue to be refined; demand for and market price of iron ore; 
failure of plant, equipment or processes to operate as anticipated; accidents, labour disputes and other 
risks of the mining industry, no assurance of profitable production, need for additional mineral reserves or 
resources, changes of government regulation or permitting, relationships with Aboriginal/First Nation 
communities, environmental risks, title risks, foreign currency and discretion in the use of proceeds. 
Although management of the Corporation has attempted to identify important factors that could cause 
actual results to differ materially from those contained in forward-looking information, there may be other 
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factors that cause results not to be as anticipated, estimated or intended. There can be no assurance that 
such statements will prove to be accurate, as actual results and future events could differ materially from 
those anticipated in such statements. Accordingly, readers should not place undue reliance on forward-
looking information. The Corporation does not undertake to update any forward-looking information, 
except in accordance with applicable securities laws. 

ELIGIBILITY FOR INVESTMENT 

In the opinion of Steenberglaw Professional Corporation, counsel to the Corporation, and Blake, Cassels 
& Graydon LLP, counsel to the Underwriters, provided (i) the Common Shares and Warrant Shares are 
listed on a “designated stock exchange” (which currently includes the TSX and (ii) in the case of the 
Warrants, the Corporation deals at arm’s length with each person who is an annuitant, a beneficiary, an 
employer or a subscriber under, or a holder of, a Registered Plan (as defined below), as well as any person 
who does not deal at arm’s length with that person, the Common Shares, Warrant Shares, and Warrants, if 
issued on the date hereof, would be qualified investments based on the current provisions of the Income 
Tax Act (Canada) (the “Tax Act”) and regulations (the “Regulations”) thereunder for a trust governed by a 
registered retirement savings plan (“RRSP”), a registered retirement income fund (“RRIF”), a registered 
education savings plan, a deferred profit sharing plan, a registered disability savings plan and a tax-free 
savings account (“TFSA”) (each, a “Registered Plan”).  The Warrants would also be qualified 
investments for Registered Plans if issued on the date hereof, provided the Warrants are listed on a 
designated stock exchange (which currently includes the TSX).  

Notwithstanding the foregoing, a holder of the Common Shares, Warrant Shares, or Warrants, as the case 
may be, will be subject to a penalty tax if the Common Shares, Warrant Shares, or Warrants are held in a 
trust governed by a TFSA, an RRSP or a RRIF and are a “prohibited investment” as defined in the Tax 
Act.  However, Common Shares, Warrant Shares, or Warrants, as the case may be, will not be a 
“prohibited investment” for a particular trust governed by a TFSA, an RRSP, or a RRIF unless the holder 
of the TFSA or annuitant of the RRSP or RRIF, as the case may be, (i) does not deal at arm's length with 
the Corporation for tax purposes of the Tax Act, (ii) has a “significant interest” as defined in the Tax Act 
in the Corporation or (iii) has a “significant interest” as defined in the Tax Act in a corporation, 
partnership or trust with which the Corporation does not deal at arm's length for purposes of the Tax Act.  
Proposed amendments to the Tax Act released December 21, 2012 (the “December 2012 Proposals”) 
propose to delete condition (iii) above.  In addition, pursuant to the December 2012 Proposals, the 
Common Shares and Warrant Shares will not be a “prohibited investment” if the Common Shares and 
Warrant Shares are “excluded property” as defined in the December 2012 Proposals for trusts governed 
by a TFSA, RRSP or RRIF.  Holders should consult their own tax advisors to ensure the Common Shares 
and Warrant Shares would not be a prohibited investment in their particular circumstances including with 
respect to whether the Common Shares would be “excluded property” as defined in the December 2012 
Proposals. 
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SUMMARY DESCRIPTION OF THE BUSINESS 

Corporate Structure 

The Corporation was incorporated under the laws of the Province of Ontario on May 17, 2007 and carries 
on its business through several wholly-owned subsidiaries as follows: 

 

  Labrador Iron 
Mines Holdings 

Limited 

(Ontario) 

    

   

       
         

Labrador Iron 
Mines Limited 

(Ontario) 

   

 

  Schefferville 
Mines Inc. 

(Canada) 

      
 Labrail Inc. 

(Canada) 

 Centre Ferro 
Ltée 

(Canada) 

 

 

The head office and registered office of the Corporation is located at 220 Bay Street, Suite 700, Toronto, 
Ontario M5J 2W4. 

General Development 

The Corporation is Canada’s newest iron ore producer, engaged in the mining of iron ore and in the 
exploration and development of direct shipping iron ore projects (the “Schefferville Projects”) in the 
central part of the Labrador Trough region, one of the major iron ore producing regions in the world, 
situated in the Province of Newfoundland and Labrador and in the Province of Québec, centered near the 
town of Schefferville, Québec.  

The Schefferville Projects consist of the James Mine and Silver Yards processing plant (“Silver Yards”), 
which is considered an “advanced property” within the meaning of National Instrument 43-101 – 
Standards of Disclosure for Mineral Projects (“NI 43-101”), the Houston property (“Houston”) and, 
subject to further exploration and development, other iron ore properties in the vicinity of Schefferville.  
The Corporation’s Schefferville Projects are connected by a direct rail line to the Port of Sept-Îles on the 
Atlantic Ocean and benefit from established infrastructure, including, the town, airport, roads, hydro 
power and rail service. 

Initial production commenced at the James Mine in June 2011 and the Corporation achieved sales of 
386,000 tonnes of iron ore in its start-up 2011 season.  Full scale production re-commenced on April 2, 
2012 and to the end of November 2012 the Corporation had completed 10 shipments totalling 
approximately 1.56 million dry tonnes of iron ore in the 2012 season.  The Corporation commenced 
commercial production for accounting purposes effective April 1, 2012 and recognized revenue of $71.1 
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million (FOB Port of Sept-Îles) on sales of 1,134,000 dry tonnes of iron ore with seven shipments 
completed in the six month period ended September 30, 2012.The 20 different iron ore deposits which 
comprise the Schefferville Projects are divided into two separate portions, one within the Province of 
Newfoundland and Labrador and the other within the Province of Québec. Each portion is held by a 
separate, wholly-owned subsidiary of the Corporation as follows: 

 Labrador Iron Mines Limited (“LIM”) holds four mining leases covering approximately 511 
hectares, eleven surface leases covering approximately 2,008 hectares and 26 mineral rights 
licences (reduced from 60 licences due to the grouping of 40 licences into six new grouped 
licences) in Newfoundland and Labrador, covering approximately 16,625 hectares in western 
Newfoundland and Labrador. These licences are subject to a royalty in favour of former holders 
of 3% (to a maximum of US$1.50 per tonne) of the selling price free on board (“FOB”) port of 
iron ore produced and shipped from such properties; and  

 Schefferville Mines Inc. (“SMI”) holds interests in 304 mining rights in Québec, covering 
approximately 12,420 hectares. SMI also holds an exclusive operating licence in a mining lease 
covering 22 parcels totalling approximately 2,036 hectares. Six of these rights are subject to a 
royalty in favour of former holders of 3% (to a maximum of US$1.50 per tonne) of the selling 
price FOB port of iron ore produced and shipped from such properties and thirty-nine of these 
rights and parcels are subject to a royalty of $2.00 per tonne payable to former holders.  An 
advance royalty payment totaling $2.0 million has been credited against future royalties payable 
on seventeen of the mining rights. 

As at March 31, 2012, the Corporation has confirmed a total of approximately 44.6 million tonnes at an 
average grade of 56.5% iron (“Fe”) of NI 43-101 compliant measured and indicated mineral resources on 
the Schefferville Projects as illustrated in the following table.  Of this total, approximately 27.0 million 
tonnes are measured mineral resources and approximately 17.6 million tonnes are indicated mineral 
resources.   
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Schefferville Projects Mineral Resources 

 
Area - Ore Classification Tonnes 

(x1000) 
Fe% SiO2% Mn% 

James(1) – Fe Indicated 6,670 57.4 14.6 0.7 

Inferred 103 53.4 19.8 0.1 

Redmond 2B - Fe 
Indicated 849 59.9 5.1 0.4 

Inferred 30 57.3 5.9 0.6 

Redmond 5 - Fe 
Indicated 2,084 55.0 11.0 1.2 

Inferred 78 52.3 10.8 2.0 
 Measured 2,838 55.0 10.2 1.0 

Knob Lake - Fe Indicated 2,264 54.3 11.2 1.1 
 Inferred 724 52.3 13.4 1.2 

 Measured 383 50.5 8.5 5.6 
Knob Lake - Mn Indicated 230 49.4 10.2 4.8 

 Inferred 146 50.6 10.3 4.8 

Houston - Fe 
Measured 18,620 57.5 13.6 0.8 

Indicated 3,440 56.6 14.7 0.9 

Inferred 3,737 56.5 15.9 0.5 
 Measured 660 53.3 10.8 5.0 

Houston - Mn Indicated 140 52.7 11.5 5.1 
 Inferred 3 55.6 10.7 5.0 

Denault - Fe 
Measured 4,456 55.1 7.5 2.4 

Indicated 1,928 54.2 9.0 2.3 

Inferred 369 53.9 9.4 2.7 

Total  

Measured 26,957 56.6 12.1 1.3 

Indicated 17,605 56.2 12.6 1.1 

Measured+Indicated 44,582 56.5 12.3 1.2 

Inferred 5,189 55.4 14.9 0.9 
Note:  (1)  As at March 31, 2012 after giving effect to depletion due to 2011 mining operations at the James mine. 

The Schefferville Projects also encompass approximately 121 million tons of historical reserves and 
resources identified by Iron Ore Company of Canada (“IOC”) which were part of the historical reserves 
and resources identified by IOC at the end of its original direct shipping operations conducted from 1954 
to 1982.  These historical resources estimates are based on work completed and estimates prepared by 
IOC prior to 1983 and were not prepared in accordance with NI 43-101. The IOC classification reported 
all resources (measured, indicated and inferred) within the total mineral resource. A qualified person has 
not done sufficient work to classify the historical estimates as current mineral reserves. These historical 
results provide an indication of the potential of the properties and are relevant to ongoing exploration. 
However, the historical estimates should not be relied upon. 

The Corporation’s plans for the Schefferville Projects envision the development and mining of the various 
deposits in stages. Stage 1, which is being undertaken in phases, comprises the deposits closest to existing 
infrastructure located at Silver Yards in an area identified as the Central Zone. The first phase of Stage 1 
involves mining of the James deposits in Labrador. The second phase of Stage 1 could involve the 
sequential development, subject to detailed engineering, design, environmental assessment and 
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permitting, of a number of smaller satellite deposits within a 15 kilometre radius of Silver Yards within 
the Central Zone, including some of the Redmond, Ruth Lake, Gill and Knob Lake deposits in Labrador; 
and the Denault, Star Creek, Lance Ridge, Squaw Woolett 1 and Fleming 9 deposits in Québec.  Stage 1 
may also involve the processing of certain historical stockpiles located in the Central Zone.  Stage 2, 
which will also be undertaken in phases, will involve, subject to environmental assessment and 
permitting, the development and mining of the Houston and adjacent deposits. 

A feasibility study has not been conducted on any of the Schefferville Projects and the Corporation’s 
decision to undertake commercial production from the James and Houston deposits has not been based 
upon a feasibility study of mineral reserves demonstrating economic and technical viability.  See “Risk 
Factors – Certain Risks Associated with Silver Yards and Houston – No Assurance of Profitable 
Production”. 

Operations Summary 

The Corporation commenced its first full season of production in April 2012.  

During the quarter ended September 30, 2012, the Corporation completed four cape size shipments (two 
shipments of direct rail ore (“DRO”) and two shipments of sinter ore totaling 648,000 dry tonnes which 
were sold at a weighted average actual realized price (i.e. CFR China spot price less value-in-use 
discounts) of approximately US$96 per tonne on a CFR China basis.  The Corporation recognized net 
proceeds of $33.0 million on a FOB Sept-Îles basis after netting shipping costs and IOC’s participation 
for product handling, ship loading and sales costs from the CFR China actual realized price for these four 
shipments. 
 
During the six months ended September 30, 2012, the Corporation completed seven cape size shipments 
(five shipments of DRO and two shipments of sinter ore) totaling 1,134,000 dry tonnes which were sold 
at a weighted average actual realized price (i.e. CFR China spot price less value-in-use discounts) of 
approximately US$107 per tonne on a CFR China basis.  The Corporation recognized net proceeds of 
$71.1 million on a FOB Sept-Îles basis after netting shipping costs and IOC’s participation for product 
handling, ship loading and sales costs from the CFR China actual realized price for these seven 
shipments.   

Subsequent to September 30, 2012, the Corporation completed two additional cape size shipments of 
sinter ore and one shipment of lump ore, for a total of ten shipments in 2012 totaling approximately 1.56 
million dry tonnes of product sales for the year.   

Iron ore spot prices suffered a sharp decline in August, 2012, dropping 33% from June 30, 2012 to below 
US$90 per tonne on a 62% Fe CFR China basis in early September due to a number of factors that 
included historically high port inventories, de-stocking of plant inventories by Chinese steel mills and 
traders withdrawing from the spot market.  Non-standard or off-specification products, including the 
Corporation's direct rail ore, were difficult to sell, resulting in delays and/or lower than expected prices.  
Spot iron ore spot prices have rebounded materially since September 2012 and reached a high of 
approximately US$159 per tonne on a 62% Fe CFR China basis in early January 2013. See “Current Iron 
Ore Market Conditions”. 

During 2012, the Corporation’s iron ore was sold to IOC and re-sold by IOC through the Rio Tinto 
marketing organization on the Chinese spot market.  The Corporation’s association and arrangements with 
IOC and Rio Tinto enabled the placement and sale of the Corporation’s iron ore in challenging market 
conditions, which otherwise might have been difficult. 
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The aggregate price of the four shipments sold in the quarter ending September 30, 2012 was based on an 
average spot price of approximately US$96 per tonne CFR China (before ocean freight and IOC allocation) 
or about $26 per tonne less than the average selling price of US$122 per tonne on a CFR China basis 
achieved during the quarter ended June 30, 2012.  The aggregate price of the three shipments sold in the 
quarter ending December 31, 2012 was based on an average spot price of approximately US$107 per 
tonne CFR China (before ocean freight and IOC allocation).  The aggregate price of the ten shipments sold 
in the season ended December 31, 2012 was based on an average spot price of approximately US$107 per 
tonne CFR China (before ocean freight and IOC allocation). The Corporation will continue to report 
proceeds from its aggregate sales of iron ore on a quarterly basis. 

The Corporation’s preliminary operating results for the quarter ended December 31, 2012 and for the nine 
months ended December 31, 2012 are outlined in the table below.  

 

 
Quarter Ended December 31, 

2012 
Nine Months Ended December 31, 

2012 

(all tonnes are dry metric tonnes) 
Tonnes Grade % Fe 

Tonnes Grade (% Fe) 

Total Ore Mined  198,467 59.9% 1,828,398 61.3% 

Waste Mined 224,548 -- 3,127,158 -- 

Ore Processed and Screened 183,635 59.8% 954,813 58.2% 

 Lump Ore Produced 18,082 64.6% 98,693 61.2% 

 Sinter Fines Produced 149,698 61.4% 693,173 61.4% 

Total Product Railed 254,136 61.8% 1,492,960 62.3% 

Tonnes Product Sold 425,472 62.0% 1,559,620 62.5% 

Port Product Inventory 111,009 60.9% 111,009 60.9% 

Site Product Inventory 3,551 58.4% 3,551 58.4% 

Site Run-of-Mine Ore inventory 446,975 56.2% 446,975 56.2% 

For the 2012 operating season the Corporation met its reduced 2012 production target of 1.7 million wet 
tonnes of iron ore production and sold a total of 1.56 million dry tonnes of iron ore products. The reduction 
of the Corporation’s original planned target of 2 million tonnes was in response to market conditions and 
weaker spot iron ore prices during the quarter ended September 30, 2012.  

During its 2012 operating season the Corporation believes it accomplished many operational 
achievements and responded to severe market conditions with necessary action, including: 

 The Corporation demonstrated its mine site to port operational ability to produce, rail and sell up 
to 250,000 tonnes of iron ore product per month from its James mine.  Prior to the decision in 
September to curtail production and sales for the remainder of 2012 due to market conditions, the 
Corporation was on track to meet its mine production and sales target of 2 million tonnes in 2012, 
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its first full season of commercial production and achieved its revised target of production and 
sale of approximately 1.7 million wet tonnes (1.56 million dry tonnes) of iron ore in calendar 
2012. 

 The experience of a full scale operating season has strengthened the Corporation’s working 
relationship with its key operational stakeholders and suppliers, in particular Tshiuetin Rail 
Transportation Inc. (“TSH”) railway and Quebec North Shore and Labrador (“QNS&L”) railway, 
local First Nations groups, its mining contractor Innu-Municipal, IOC and the Port of Sept-Îles.  
These enhanced working relationships forged by the experience of full scale mining and 
transportation activities during the 2012 season will continue to be leveraged by the Corporation 
to achieve greater efficiencies and opportunities with its stakeholders and suppliers in 2013. 

 The Corporation accumulated valuable marketing intelligence from the completion of ten cape- 
size shipments during 2012, including three shipments in the quarter ended December 31, 2012.  
The Corporation will leverage this marketing intelligence to strategically plan mine production 
and product specifications to maximize product revenue in future years. 

 The Corporation fully established its Centre Ferro railcar repair and maintenance facility in Sept-
Îles, which demonstrated its ability to successfully maintain its  fleet of railcars throughout the 
2012 operating season and contributed to the significant improvement in the Corporation’s rail 
operations compared to the 2011 start-up season. 

 The Corporation completed the expansion of its mine camp near Silver Yards, which now 
accommodates 140 people.  The mine camp is expected to be sufficient to fully accommodate all 
necessary mine site personnel for the duration of the Corporation’s Stage 1 (Central Zone) 
production. 

Liquidity and Capital Resources 

As at September 30, 2012, the Corporation had current assets of $58.2 million, including inventories with 
a carrying value of $21.5 million, accounts receivable of $15.6 million and prepaid expenses and 
refundable taxes of $18.9 million.  At September 30, 2012, the Corporation had a total of $0.9 million in 
unrestricted cash and cash equivalents and an additional $7.6 million in restricted cash.  Subsequent to the 
end of the quarter, on November 6, 2012, the Corporation completed an equity financing for gross 
proceeds of $30.0 million. 

Current liabilities, consisting of accounts payable and accrued liabilities, the premium liability recognized 
on the issuance of flow-through shares and the current portion of finance lease obligations and 
rehabilitation provision, were in aggregate $60.9 million at September 30, 2012.  The Corporation had a 
net working capital deficiency of $2.6 million as at September 30, 2012.   

For the quarter ended September 30, 2012, the Corporation reported a loss of $31.7 million, or $0.47 per 
share, including a depletion and depreciation charge of $14.4 million, or $0.21 per share, For the six 
months ended September 30, 2012, the Corporation reported a loss of $42.3 million, or $0.63 per share, 
including a depletion and depreciation charge of $24.1 million, or $0.36 per share. 

The depletion and depreciation charges of $14.4 million and $24.1 million for the three and six months 
respectively, represent  period charges, primarily on a units-of-production basis, of the cost of the James 
mine (including capitalized stripping and dewatering), Silver Yards processing plant, transportation 
equipment, and infrastructure and site administration properties associated with the operations of the 
James mine operations.  The largest component of the depletion and depreciation charge was depletion of 
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the James Mine (including capitalized stripping and dewatering), which is being depleted on a units of 
production basis using the measured and indicated resources of the James deposit as the denominator.   

During the six month period ended September 30, 2012, the Corporation invested approximately $24.9 
million in property, plant and equipment, which consisted mainly of investments in Phase 3 of the Silver 
Yards processing plant, grid connection infrastructure and expansion of the mine accommodation camp. 

During the quarter ended September 30, 2012, the Corporation sold four cape-size shipments for a total of 
approximately 648,000 dry tonnes.  Three of these shipments were sold in August, the sales proceeds of 
two of which remained receivable as at September 30, 2012, due to delays in payment by the ultimate 
purchasers and were received in October.   

The Corporation expects to report revenue from iron ore sales of approximately $23 million for the 
quarter ended December 31, 2012, and approximately $94 million for the nine month period ended 
December 31, 2012.  As at December 31, 2012, the Corporation had cash of approximately $10 million.  
At December 31, 2012, the Corporation expects to be in a positive working capital position but expects to 
report a loss for the period. 

The Corporation sold two cape-size shipments in October for approximately 322,000 dry tonnes, the sales 
proceeds of one of which were received in October and one final shipment of lump ore of approximately 
103,000 tonnes, the sales proceeds of which remained receivable as at December 31, 2012 and were 
received in January 2013.  The tenth and final sale of the 2012 season was shipped in a mini-cape sized 
vessel which incurred higher unit freight costs than a full cape-size shipment. The Corporation expects to 
report a loss for the quarter ended December 31, 2012 which will include  depletion and depreciation 
charges similar to the previous quarters. 

As at September 30, 2012, the Corporation had the following contractual commitments: 

Contractual 
Commitments as at 
September 30, 2012 

Payments Due by Period 

  
Total Less than 1 year 1 -3 years 4-5 years After 5 years 

Office lease obligations $3,514,000 $502,000 $1,506,000 $1,004,000 $502,000 

Mine camp lease obligations $3,694,000 $1,104,000 $2,362,000 $228,000 $0 

Equipment supply, port and 
transportation contracts 

$167,716,744 $52,005,918 $91,235,826 $250,000 $24,225,000 

Total $174,924,744 $53,611,918 $95,103,826 $1,482,000 $24,727,000 

Notes: 

 As at September 30, 2012, the Corporation has committed to incur a remaining $0.6 million in Canadian 
exploration expenses by December 31, 2012 as a result of the issuance of flow-through shares in the 2011 
Prospectus Financing. These expenditures were subsequently incurred. 

 The Corporation has also committed to spend $10.7 million in Canadian exploration expenses by December 
31, 2013 as a result of the issuance of flow-through shares in its March 2012 prospectus financing, of 
which approximately $9 million remained unspent as at December 31, 2012. 

 The mine camp lease obligations are the minimum monthly lease payments due on the Corporation’s 
accommodation camp near Silver Yards.  At the end of five years the Corporation will have the option to 
acquire the camp for nominal consideration.  
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In response to challenging market conditions, particularly the sharp decline in spot iron ore prices 
during the month of August 2012, the Corporation  undertook a critical review of its operating and 
capital spending for the balance of 2012 and  implemented the following measures: 

 Focused on cost reduction and cash conservation in order to prudently manage the Corporation’s 
cash resources and requirements; 
 

 Utilization of the new lower cost dry classifying system to produce sinter and lump ore only; 
 

 All capital expenditure programs relating to the Silver Yards processing plant and development of 
the Houston deposits were deferred;  

 The 2012 exploration program was reduced to $5.3 million (subsequently increased to $7.0 
million) from the original budget of $8.6 million; and 

 Approximately $56 million of additional planned capital investment originally budgeted for 2012, 
and largely on the Houston project, was deferred for consideration in the spring or early summer 
of 2013.   

The Corporation’s original budget for its capital investment programs for the fiscal year ending March 31, 
2013 totaled approximately $112 million, of which approximately $42 million has been spent as of 
December 31, 2012, $8 million remains for the balance of the fiscal year, and $6 million was permanently 
cancelled.  The remaining approximately $56 million of capital expenditure relates to the Stage 2 Houston 
project which has been deferred and will only be incurred if and when financing is in place for the 
Houston project.  The business objective of the Houston expansion project is to increase iron ore 
production from approximately 1.7 million tonnes per year to approximately 3.5 to 4.0 million tonnes in 
2015 and subsequent years. 

Despite the many operational achievements in 2012, the second quarter ended September 30, 2012 was 
adversely impacted by the rapid drop in spot iron ore prices. The Corporation responded with revised 
strategies in the mine, process plant and rail transport to optimize production at the lowest possible cost. 
The Corporation believes that the cost reductions in operations, combined with the scale-back in 
production, the deferral of capital expenditures and the completion of the $30 million equity financing in 
November 2012 enabled the Corporation to successfully complete its operating season in 2012 and placed 
it in a sustainable position to resume operations in spring 2013, subject to securing the necessary working 
capital financing. 

The focus in the short-term following the beginning of September, 2012 was on reducing operating costs 
and managing cash. In response to market conditions and weaker spot iron ore prices, the Corporation 
scaled back its planned production for the remainder of the 2012 season.  Three more cape-size shipments 
were sold in October and November, before the seasonal shut down in November, for a total of 1.56 
million dry tonnes. For the remainder of the 2012 season, the Corporation produced only standard sinter 
fines and lump and continued to work closely with IOC and Rio Tinto to monitor market conditions to 
achieve the most favourable sales outcomes under difficult market conditions.  

The Corporation currently has no current or long term bank debt.  The Corporation has entered into 
finance lease agreements for its mine camp at the Schefferville Project and is committed to minimum 
lease payments under these finance lease agreements. Under its rail transportation agreements the 
Corporation is committed to minimum take or pay tonnages per month over its eight month annual 
operating season ending in November.  These commitments will resume in April 2013.   

The Corporation continuously monitors conditions in the iron ore market and, in particular, the spot price 
of iron ore. The three cargo shipments sold in August 2012 were sold at net prices below the 
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Corporation’s cash operating costs per tonne of product sold.  The Corporation’s cash operating costs per 
tonne of product sold includes all mining, processing, rail transportation, and site expenses incurred 
through the un-loading of products at the Port ahead of shipment, each on a cash basis, and were in the 
range of approximately $65 to $70 per tonne of product sold to the end of September.  In response to 
market conditions and the decline in iron ore spot prices, the Corporation scaled back its planned production 
for the remainder of the 2012 season to 1.7 million wet tonnes, which was achieved.  

For 2013 and following years, operations will be focused on the Corporation’s Stage 1 deposits. The 
Corporation’s Stage 1 deposits include six smaller satellite deposits and some historical stockpiles located 
within a 15 km radius of the James Mine and the Silver Yards processing plants. 

The net proceeds of the Offering are sufficient to fund the seasonal resumption of production operations 
in 2013 pending the commencement of cash flow from iron ore sales.  However such proceeds are not 
sufficient to fully fund all planned expenditures, including capital expenditures, for the period and 
accordingly, additional working capital financing or advance sales payments will be required for these 
expenditures.  See “Use of Proceeds”. 

In resuming its planned seasonal mining operations in the spring of 2013, for its 2014 fiscal year, the 
Corporation will incur regular operating, mining and transportation expenses for the months of April and 
May, 2013 before receipt of payment for its first sales of iron ore anticipated in June 2013 and will 
require working capital of approximately $40 million to fund these operating and re-start expenses and 
certain planned capital expenditures on Silver Yards upgrades and connection to grid power.  

The Corporation has been actively pursuing financing arrangements for the seasonal start-up of operations 
in the first quarter of its 2014 fiscal year (April to June 2013).  Such financings may include an operating 
line of credit or working capital facility, or product off-take arrangements, and/or credit or debt facilities, 
or a combination of financing alternatives.  However, while a number of entities have provided term 
sheets or proposals for financings or transactions in the range of $20 to $40 million, subject to various 
conditions, and some have undertaken due diligence, at the present time, although discussions and 
negotiations are continuing, there can be no assurance that such financing arrangements or transactions 
can be fully completed by the beginning of the 2013 operating season.  Accordingly, the Corporation is 
pursuing the Offering to ensure no delay in the orderly seasonal resumption of operations in April 2013.   

Of the approximately $53.6 million contractual commitments due within less than one year from 
September 30, 2012 (as set out above), approximately $13.5 million is due over the course of the first 
three months (April to June) of the 2013 operating year and are part of transportation and site 
administration costs.  These costs together with mining and processing costs are expected to be funded 
initially by the proceeds of the Offering, supplemented by the working capital financing arrangements 
described above, until June when the Corporation expects to begin to receive revenues from 2013 iron ore 
sales.  Revenues from June onwards will be applied to pay operating costs and any sustaining capital 
expenses.  At the present time the Corporation plans to fund its sustaining capital expenditures in fiscal 
2014 through a combination of anticipated operating cash flow and the potential financing facilities or 
arrangements referred to above. Operating revenues will also be applied to fund the Corporation’s 
exploration expenditure commitment of approximately $9 million arising from its March 2012 sale of 
flow-through shares.  These expenditures must be incurred by December 31, 2013.    

The Corporation’s net cash outlays (excluding the proceeds of the Offering and private placement referred 
to below) for the three months ending March 31, 2013, are estimated at approximately $13.8 million, 
being approximately $2.9 million in January, $6.8 million in February and $4.1 million in March which 
includes the Corporation’s contractual commitments for the period as disclosed above and the 
approximately $8 million balance of the budgeted capital expenditures for the 2013 fiscal year which 
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were not deferred or cancelled.  The camp lease obligations are being largely offset by payments received 
from another company whose employees are currently being accommodated in the camp.  The 
Corporation’s anticipated net cash position at the end of February is augmented by the $26.8 million 
aggregate proceeds of the Offering and private placement 

Expenditure commitments are expected to increase to approximately $15 million for each of the months 
April and May 2013, which includes the Corporation’s contractual commitments for these months 
although net cash outlays for those months will be less due to timing differences and trade credit terms.  It 
is estimated the net proceeds of this Offering, combined with the existing resources of the Corporation 
and currently available trade credit, will be sufficient to sustain operations until the end of May 2013, by 
which time the Corporation anticipates completing its first iron ore shipment for the season and could 
receive its first revenue from the sale of such shipment by means of an advance payment arrangement 
with a commodities dealer or bank.  Planned capital expenditures for completion of the hydro grid 
connection and the Phase 3 Silver Yards upgrade will deferred until that time.  See “Use of Proceeds”. 

The following table shows the Corporation’s expected cash resources and outlays monthly over the six 
months from January 1, 2013 including estimated cash requirements for the resumption of production 
operations.   

 January, 
2013 

February, 
2013 

March, 
2013 

April, 2013 May, 2013 June, 2013 

Opening Cash $10,000,000 $7,100,000 $27,100,000 $23,000,000 $18,600,000 $21,150,000 
Cash 
Resources(1) 

$6,850,000 $1,150,000 $2,850,000 $350,000 $12,800,000 $25,600,000 

Financing 
Proceeds(2) 

 $26,800,000     

Cash Outlays       
Site Operating 
Expenditures(3) 

-$7,000,000 -$1,950,000 -$1,950,000 -$3,750,000 -$9,250,000 -$12,500,000 

General 
Corporate  

-$750,000 -$2,750,000 -$750,000 -$750,000 -$750,000 -$1,750,000 

Exploration -$1,000,000 -$250,000 -$250,000 -$250,000 -$250,000 -$750,000 
Capital 
Expenditures(4) 

-$1,000,000 -$3,000,000 -$4,000,000 $0 $0 $0 

 
Subtotal 

 
-$9,750,000 

 
-$7,950,000 

 
-$6,950,000 

 
-$4,750,000 

 
-$10,250,000 

 
-$15,000,000 

Net -$2,900,000 
 

$20,000,000 -$4,100,000 -$4,400,000 $2,550,000 $10,600,000 

Ending Cash $7,100,000 $27,100,000 $23,000,000 $18,600,000 $21,150,000 $31,750,000 

Notes: 
(1)  Includes cash receipts from the sale of product, collection of camp rental and government tax rebates. .. 

(2)  Includes the net proceeds of the Offering and the private placement referred to below. 

(3)  Includes cash payment of mining, processing, transportation and site administration. 

(4)  Includes capital expenditures remaining from 2012 but does not include capital expenditures for the Silver Yards 
Phase 3 processing plant upgrades and hydro grid connection which will be deferred until the end of the period.  See 
“Use of Proceeds”. 

(5) Table does not include advances of $10 million payable to QNS&L, to secure locomotive equipment and 
infrastructure capacity to meet anticipated increased volumes and longer trains required in future years beyond 2014, or 
amounts to be contributed to TSH for infrastructure upgrade on that part of the rail track to accommodate increased 
volumes in future years. See “Rail Transportation”. 

 



 

 - 14 - 

 

The foregoing estimates are unaudited and have been prepared on a cash basis only to illustrate the 
Corporation’s expected cash requirements through the operational start-up period.  Such estimates 
constitute forward looking financial information and have been prepared based on, among others, the 
following assumptions: 

 The sale of one shipload of iron ore in May, 2013 and two shipments in June (as achieved 
during the same period in 2012); 

 Cash sale proceeds of US$130 per dry tonne before ocean freight and IOC allocation being 
received on the shipping date through advance payment arrangements with a commodities 
trader or bank;  

 Cash paid reflects currently applied, standard monthly billing practices of the Corporation’s 
contractors and suppliers and standard payment terms continue to be followed throughout the 
period;  

 Anticipated cash operating costs per tonne of iron ore delivered to the port (currently 
estimated at approximately $65 to $70 per tonne  and consisting of mining, processing, 
transportation and site administration costs) remain materially unchanged during the period; 
and 

 The Canadian dollar continuing at par with the US dollar. 
 

The foregoing assumptions are based upon the Corporation’s current assessment of market conditions and 
anticipated operating parameters.  Purchasers of Units should be aware that the Corporation’s actual cash 
resources and outlays may vary should the actual operating experience and/or market conditions, or 
resultant outcome, differ from the anticipated resources and outlays illustrated above.  See “Cautionary 
Note Regarding Forward-Looking Information”. 

The Corporation has previously stated that resumption of mining operations in April 2013 for the 2013 
operating season will depend on a number of inter-related factors including the Corporation being 
reasonably confident that the forecast world iron ore prices will continue at levels of US$110 or higher on 
a CFR China basis at least for the 2013 operating season (April through December, 2013).  The 
Corporation has been monitoring published iron ore price forecasts provided by investment and industry 
analysts as well as the futures market for iron ore since the seasonal shutdown of operations in November 
2012.  Based on this and having regard to increases in such price during December 2012 and early 
January 2013, management of the Corporation believes that sufficient confidence levels exist to resume 
normal operations in April 2013. 

Based upon its operating experience during 2012, the Corporation is reasonably satisfied that anticipated 
cash operating costs during 2013 (consisting of mining, processing, transportation and site administration 
costs) per tonne of iron ore delivered to the port will not increase in any material amount above 
approximately $65 to $70 per tonne. 
 
Management of the Corporation has a high degree of confidence that additional working capital or off-
take or other financing will be secured on a timely basis to meet the requirements of the 2013 operating 
season based upon the term sheets received and negotiations to date with potential financing providers.   
 
In the event additional working capital financing is not obtained, the Corporation could nevertheless 
resume operations utilizing the net proceeds of the Offering and other sources of funding available to the 
Corporation including trade credit.  The Corporation’s priority in this case would be to complete its first 
shipment of iron ore as soon as possible by processing and transporting sufficient site inventories to the 
port of Sept-Îles to supplement the existing 111,000 tonne port inventory and complete a full 170,000 
tonne cape-size shipload.  Negotiation of an advance payment arrangement with a commodities dealer or 
bank would ensure accelerated payment of most of the sale price of such shipload.  Management of the 
Corporation believes that, in the absence of unforeseen circumstances, this can be accomplished by the 
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end of May 2013.  The operational priority for the Corporation is to minimize costs and ensure that sales 
revenue is generated as early as possible in the season.  There is some discretion and flexibility as to the 
timing of planned capital expenditures for upgrades to the processing plant and connection to hydro and 
in this scenario the Corporation would defer as much of these expenditures as possible for as long as 
possible without sacrificing operational efficiencies which might negatively impact operating costs. 

 
This strategy would be contingent upon the Corporation’s confidence in the continuation of favourable 
market conditions, particularly the iron ore benchmark price maintaining in the range of at least US$110 
to US$120 per tonne on a 62% CFR China basis throughout the operating season. The Corporation is 
considering a hedging program to protect it against a drop in the price below this range. The current spot 
price for iron ore is in the range of US$145 to US$150 on a 62% Fe CFR China basis and has risen nearly 
70% since the market low in September 2012. 

James Mine and Silver Yards  

The James Mine re-commenced full-scale operations in April 2012 and consistently achieved its planned 
mining rate of 28,000 tonnes per day (ore and waste) in the months of June through August until the 
planned reductions in September as part of the Corporation’s cost reduction program. Complementing the 
Corporation’s ramp up in production, monthly railway volumes increased almost threefold from April to 
August with up to four train sets in operation and regularly achieving the target of one train per day 
during the months of July and August. By mid-November, the Corporation had completed its mining 
operations and by the end of November had wound down its processing and rail operations for the 2012 
season.  The Corporation completed its shipping season with a tenth shipment of about 103,000 tonnes of 
lump ore sold in November. 

The ore in the James deposits continues to be soft high grade and lends itself to simple processing. To 
enhance productivity and reduce costs, in the later part of 2012 the Corporation utilized its new, lower cost 
dry classifying system to produce lump and sinter products and did  not use the higher cost wet processing 
plant, which was winterized by the end of September 2012. The dry process stream has a design capacity of 
1,000 tonnes per hour (20,000 tonnes per day). 

The lower cost dry classifying system also complemented the Corporation’s product shift to sinter fines and 
some lump for its remaining sales in 2012.  The Corporation discontinued the sale of direct rail ore, which 
due to its non-standard size specification was receiving a discount in the market place.   

The James ore continues to be generally free digging, with very little ore requiring the use of explosives. 
As previously reported, the bulk density of the James ore is lower than originally anticipated resulting in 
most of the deposit being of a higher grade but lower tonnage than predicted by the geological model.  

A diamond drilling program in the James open pit, undertaken in August, succeeded in recovering drill 
core for the first time.  Analysis of this diamond drill core will provide for a more accurate determination 
of in-situ bulk density than was possible from chip samples previously recovered from reverse circulation 
drilling, or from the historical IOC regional formulas used in the initial resource estimation process. It is 
anticipated that a downward adjustment to bulk density will result in a reduction to the initial resource 
tonnage estimated. The magnitude of the adjustment to in-situ tonnage is the subject of ongoing work that 
will be included in a re-estimation of the mineral resources for the James deposit at the end of the 
financial year. 

For 2013 and following years, operations will be focused on the Corporation’s Stage 1 deposits. The 
Corporation’s Stage 1 deposits include the James Mine (currently operating) and six smaller satellite 
deposits and some historical stockpiles located within a 15 km radius of the James Mine and the Silver 
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Yards processing plants. The Corporation is currently targeting production for the 2013 season at a similar 
level as in 2012 of between 1.7 million and 2 million wet tonnes of iron ore produced. 

Cash operating costs, consisting of mining, processing, rail and transportation and general and 
administrative costs, are expected to be approximately $65 to $70 per tonne of product sold, unloaded at 
the Port of Sept-Îles. 

Construction of the Phase 3 expansion of the process plant, designed to increase plant throughput to 
12,000 tonnes per day nameplate (10,000 tonnes per day operating) and to improve mass yield to above 
75%, was substantially complete when capital expenditures were suspended at the end of August 2012, 
with the main remaining items being the installation of electrical equipment and instrumentation work. 
Completion and commissioning of the Phase 3 plant expansion is now planned for the 2013 operating 
season with remaining capital costs now estimated at about $4.5 million. Connection to the hydro grid 
power was also deferred and is now planned for completion in 2013 at an estimated cost of about $2.5 
million. Other improvements planned for Silver Yards in 2013 include installation of a new dry screen, 
purchase of contractor service equipment, upgrades to the accommodation camp and enhanced maintenance 
facilities at an estimated total cost of about $3 million. 

Houston Development 

The Houston deposits are situated in Labrador about 15 km southeast of the Corporation’s currently 
operating James Mine and Silver Yards Processing Plant and approximately 20 km from Schefferville, 
Québec.   

An updated independent mineral resource estimate of the Houston deposits, prepared as of March 31, 
2012, confirmed the aggregate measured and indicated resource estimate of 23 million tonnes. The 
Houston deposits remain open along strike, particularly to the southeast, and further drilling was carried 
out during 2012 to test for possible extensions and to upgrade the inferred mineral resource. 
 
The independent review of the Houston deposits was carried out by Maxime Dupéré, P. Geo of SGS 
Canada Inc. (“SGS”) who is a Qualified Person and independent of the Corporation within the meaning 
of NI 43-101.  
 
In 2011, the Corporation submitted a project registration to the Government of Newfoundland and 
Labrador for the development of the Houston #1 and #2 deposits, including a haul road and railway siding 
(Stage 2 South Central Zone).  On March 26, 2012, the Minister of Environment and Conservation 
informed the Corporation that, in accordance with the Environmental Protection Act, the Houston 1 and 2 
Deposits Mining Project was released from further environmental assessment, subject to a number of 
conditions.    

All major capital expenditure programs relating to the development of the Houston deposits were 
suspended in September 2012. The Corporation continued to process applications for permits and 
regulatory approvals required for the construction of mine infrastructure and related facilities to enable the 
development and construction at the Houston deposits. The construction permit for the Houston haulage 
road was issued by the Government of Newfoundland and Labrador in January 2013. Ongoing drill 
programs and hydrological and metallurgical testing were continued in 2012 in order to generate the 
technical information required for detailed mine planning. Results and the analysis of this work are pending. 

Commencement of full construction activities for the Houston project is subject to the availability of 
financing and the receipt of the remaining permits. Development costs for the first phase of the Houston 
project are estimated to be approximately $37 million on haulage road and rail siding access, with an 
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additional approximately $20 million of mine development costs.  The Corporation is evaluating various 
potential strategic partnerships or off-take arrangements and/or credit facilities and other financing 
alternatives to fund these Houston development and related transportation and port infrastructure 
expenditures.  

Development of Houston is the Corporation’s major expansion project for the next five years.  When in 
full production, the Houston Project is expected to more than double the Corporation’s current iron ore 
production.   

Exploration  

The 2012 exploration budget was reduced to $5.3 million and subsequently increased to $7.0 million 
compared to the $8.6 million originally budgeted.  Although exploration spending was reduced, the 
overall 2012 exploration program achieved approximately 14,000 m of drilling as a result of cost 
efficiencies and improved productivity. 

The drill programs focused on Houston, Malcolm, James North, the James South extension and historic 
stockpiles near Silver Yards.  The main purpose of this drilling was to generate further technical 
information for more detailed mine planning of these deposits.  The Corporation also completed 500 m of 
diamond drilling at the James North deposit for geotechnical purposes.   

In addition to this drilling, a bulk sampling program of some of the historic stockpiles was completed 
with a view to providing supplemental plant feed to the Silver Yards processing plant.  A small drilling 
program was also carried out involving approximately 1,500 m of diamond drilling on the Elizabeth Lake 
taconite target intended to evaluate the potential of this type of iron-bearing formation. 

During the 2012 exploration program, the Corporation acquired geological information through the use of 
diamond drilling, which successfully recovered core samples for the first time. These samples now 
provide better bulk density, geotechnical, metallurgical and hydrogeological interpretations required for 
detailed mine planning.  

The Corporation is on track to complete updated resource estimates by March 31, 2013, for its two major 
projects: i) the James Deposit (currently in production), including the James South Extension and, ii) the 
Houston deposits.  

The Corporation is also on track to complete new and initial mineral resource estimates on the Malcolm 
deposit (near Houston), the historic crushed ore stockpiles in both Québec and Labrador and a first 
inferred mineral resource estimate on the Elizabeth Lake Taconite. 

Rail Transportation 

Iron ore from the James Mine is transported by rail from the Silver Yards plant site, via the Corporation’s 
6 km spur line, the TSH railway and the QNS&L railway, to the Port of Sept-Îles, where the ore is 
unloaded and stockpiled for shipping.  By the end of November 2012, a total of approximately 1,700,000 
wet tonnes of iron ore had been railed to the Port of Sept-Îles. Monthly railway volumes increased almost 
threefold from April to August with up to four train sets in operation and regularly achieving the target of 
one train per day during the months of July and August. 

The Corporation currently has three full train sets available for operation, with 120 cars each.  The 
modification program of 142 used railcars, which will comprise the fourth train set, purchased in 2012 
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remains ongoing as at the end of 2012.  The modification program is expected to be completed within 
budget and the railcars are anticipated to be transported to Sept-Îles and enter ore haulage service in the 
2013 operating season, and will provide sufficient capacity to complete the anticipated rail requirements 
for the 2013 operating season.  

The Corporation’s Centre Ferro maintenance and repair facility in Sept-Îles has been operating on a full-
time basis maintaining the Corporation’s fleet of rail cars.  The Centre Ferro shop was organized by the 
Metalicos (United Steelworkers) union in the fourth quarter of 2012.  Negotiations towards a first 
collective agreement are scheduled to begin in February, 2013. 

In June 2012, the Corporation completed a life-of-mine agreement with TSH railway, replacing its 
previous annual agreement.  This confidential agreement provides for a confidential tariff, with various 
capacity and volume commitments on the part of each of TSH and the Corporation. Pursuant to this long-
term confidential rail transportation contract with TSH, the Corporation has agreed to make 
approximately $25 million in contributions (inclusive of the $8.5 million in upgrade contributions already 
made of which $3.5 million was made in 2011, $2.5 million was made in April 2012 and a further $2.5 
million in July 2012), over the next four to five years towards the costs of the TSH rail line upgrade 
program.  The agreement does not provide for a fixed financial contribution in any particular year.  TSH 
has proposed an upgrade capital budget of about $10 million for the 2013 year to be contributed jointly by 
Tata Steel Minerals Canada and the Corporation.  The upgrade program for the next one-to-two years is 
largely to accommodate the increased traffic from projects, other than those of the Corporation, which are 
scheduled to commence production in 2013.  If these upgrades are not fully implemented in 2013 the only 
impact on the Corporation’s operations might be a slight efficiency decrease in anticipated rail service in 
2014.  Future contributions will be repaid to the Corporation over an expected period of about four years 
commencing in 2017, subject to the Corporation maintaining normal annual transportation operations on 
the TSH railway.   

The Corporation has also paid TSH a refundable capacity reservation deposit of $1.5 million, of which 
$750,000 was paid in 2011 and $750,000 was paid in April 2012 and has committed to minimum annual 
tonnages over its eight month annual operating season.   

The locomotives used for the Corporation’s rail operations on the TSH rail line are supplied by Western 
Labrador Rail Services (“WLRS”), a division of Genesee and Wyoming.  These locomotives are operated 
by WLRS on the Corporation’s spur line and are operated by TSH on the TSH rail line. 

In March 2011, LIM entered into a confidential life-of-mine agreement with QNS&L which provides that 
QNS&L will carry LIM’s iron ore from Emeril Junction to Sept-Îles.  This confidential agreement 
provides for a confidential tariff, with various capacity and volume commitments on the part of each of 
QNS&L and the Corporation.  Under this confidential rail transportation contract advance payments 
totalling $25 million were required, of which $10 million was paid in 2011 and $5 million was paid in 
August 2012.  These advance payments were required by QNS&L to secure the locomotive equipment 
and infrastructure capacity to meet the Corporation’s anticipated haulage volumes on the QNS&L rail 
line. The remaining $10 million was due to be paid in instalments of $5 million each on September 1, 
2012 and October 1, 2012, and the Corporation is discussing with QNS&L the rescheduling of these 
remaining payments to relate to  anticipated increased capacity and longer train sets required in future 
years. These advance payments will be recovered by the Corporation from QNS&L by means of a special 
credit of $3.50 per wet metric tonne hauled.  To the extent the $10 million remaining is not paid, the 
Corporation will forego an equivalent amount of such credit.  The Corporation is committed to minimum 
tonnages per month over its eight month annual operating season.  QNS&L provides its own locomotives 
and operators for the haulage of the Corporation’s iron ore on the QNS&L rail line. 
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Port Arrangements 

In July 2012, the Corporation entered into a long term customer contract with the Port of Sept-Îles 
securing ship loading capacity of 5 million tonnes per year, with the right to secure additional residual 
capacity, in a new multi-user deep water dock in the Port of Sept-Îles dedicated exclusively to iron ore 
shipments.  The new multi-user dock in the Pointe-Noire area of the Port of Sept-Îles is a $220 million 
project comprising two berths equipped with two ship loaders as well as two conveyer lines, with an 
annual capacity of 50 million tonnes per year, which the Port expects to be completed by March 31, 2014.  
The new multi-user facility will allow users to directly load large cape size vessels. In February 2012, the 
Government of Canada announced that it would invest up to $55 million and would contribute to the 
construction of the new multi-user deep water dock in the Port of Sept-Îles.   

Under this contract, the Corporation paid a preliminary instalment of $6.4 million towards its buy-in 
payment and guaranteed a final buy-in payment instalment of $6.4 million in July 2013.  These advance 
payments will be credited as discounts against future port wharfage and shipping fees until such time as 
the cumulative discounts amount to the Corporation’s buy-in payments.  The Corporation also entered 
into long-term commitments with the Port Sept-Îles in terms of annual volume of ship loading at the 
multi-user facility.  

In August 2012, the Corporation entered into an agreement with the Canadian National Railway 
Corporation ("CN") to work with CN and La Caisse de depot et placement du Québec, as well as a group 
of mining companies, on a feasibility study to develop a new, continuous multi-user rail line from the 
northern Labrador Trough to the Port of Sept-Îles. The feasibility study will also evaluate a new terminal 
handling facility located at the Port of Sept-Îles. The Corporation paid a one-time contribution of $1.5 
million towards the cost of the feasibility study. 

The development of a new multi-user terminal handling facility at the Port of Sept-Îles would 
complement the planned development of the new multi-user dock at the Port, in which the Corporation is 
participating.  A new railway in the Labrador Trough region would provide optionality for long-term rail 
capacity, with the potential to provide greater efficiencies.  

The CN feasibility study will examine the cost and engineering parameters of the proposed rail network 
and associated infrastructure. To advance the project timeline, CN has coordinated the timely start of 
upfront applications for regulatory approvals and permitting requirements for the project. This will also 
allow for appropriate consultation with First Nations, local communities and other stakeholders.   

The port handling arrangements for the shipment of the Corporation’s iron ore production for future years 
remain subject to ongoing evaluation and finalization.  The Corporation continues to evaluate several 
different potential options for the unloading, stockpiling and ship loading of its iron ore products at the 
Port of Sept-Îles.  

The Corporation has not as yet concluded any arrangements for the ship loading or sale of any iron ore 
beyond 2012. The Corporation is currently in discussions with various companies involved with the Port 
regarding rail transportation, storage, reclaim and ship-loading of its iron ore products in the Port.  There 
can be no assurance that arrangements on acceptable terms will be concluded or concluded on a timely 
basis. 

Sales and Marketing 

The iron ore produced by the Corporation in 2012 was sold to IOC and then re-sold by IOC through the 
Rio Tinto marketing organization into the Chinese spot market.  The net proceeds (FOB Port of Sept-Îles) 
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received by LIM for iron ore sold to IOC is calculated based on the actual realized price (i.e. CFR China 
spot price plus or minus value-in-use adjustments) of a shipment sold in China, less shipping costs and 
IOC’s participation which includes product handling, ship loading and sales costs. 

The actual realized price for a shipment of the Corporation’s iron ore is based on the prevailing spot price 
in China at the time the cargo is priced, adjusted for value-in-use adjustments based on the cargo’s 
specifications.  The spot market in China is tracked daily by such organizations as Platts, which publishes 
a widely referenced spot price index.  The typical market referenced in connection with sales of the 
Corporation’s iron ore products is the Platts 62% Fe CFR China Index, which tracks the price, on a CFR 
China price per dry tonne basis, of sinter fine iron ore product up to 10 millimetres in size, with an iron 
content of 62.0%, a moisture content of 8.0%, a silica content of 4.5%, an alumina content of 2.0%, a 
phosphorus content of 0.075% and a sulphur content of 0.02%.  To the extent a shipment’s cargo deviates 
from the standard specifications, in terms of iron ore content, percentage of specific non-iron elements in 
the ore, or sizing of the product, a value-in-use adjustment to the prevailing normalized spot price may 
apply.  Value-in-use adjustments result in the actual realized price for a cargo being at a premium or a 
discount compared to the reported spot price. 

In 2012, the Corporation experienced some value-in-use adjustments in the determination of the actual 
realized price (on a CFR China basis) on several of its cargos.  The value-in-use adjustments for the 
Corporation’s DRO cargos related mainly to the mixed size nature of this product, which requires further 
crushing and screening by the purchaser before being used in the steelmaking process.  The value-in-use 
adjustments for the Corporation’s sinter ore shipments in 2012 related to the silica content of the cargos, 
which was a few percentage points higher than the standard of 4.5% silica.  The Corporation expects the 
silica level to be lower in future years when Phase 3 of the Silver Yards wet processing plant is fully 
commissioned. 

The Corporation has not concluded any agreements for the sale of any iron ore for 2013 and is in 
discussions with IOC with regard to the renewal of the sales arrangements which were operable in 2011 
and 2012. The Corporation continues to review its options for the marketing of its iron ore production 
in future years and is evaluating the optimum route to achieve these sales, while still maintaining 
maximum flexibility and independence. Marketing discussions are continuing with potential customers, 
both in Europe and in Asia. The Corporation is also continuing discussions with a number of 
internationally recognized commodity traders with specialist knowledge of the iron and steel industry. 

First Nations 

The properties comprising the Schefferville Projects are located in an area over which claims for 
traditional aboriginal rights are asserted by various First Nations groups, including the Innu of 
Matimekush-Lac John (Schefferville), the Innu Takuaikan Uashat Mak Mani-Utenam (Sept-Îles), the 
Naskapi Nation of Kawawachikamach (near Schefferville) and the Innu Nation of Labrador. 

The Corporation has entered into Impact Benefits Agreements (“IBAs”) with the Innu Nation of Labrador 
(July 2008) and with the Naskapi Nation of Kawawachikamach (September 2010), with the Innu of 
Matimekush-Lac John (Schefferville) (June 2011), and with the Innu Takuaikan Uashat Mak Mani-
Utenam (Sept-Îles) (February, 2012) with respect to the Corporation’s operations. 

Under these agreements, the Corporation has agreed to the equitable participation of these First Nations 
groups in the Schefferville Projects and to take certain social and environmental protection measures to 
mitigate the impact of the Schefferville Projects.  By entering into these agreements, the First Nations 
groups have given their consent to the Corporation’s Projects proceeding in accordance with the 
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applicable agreements and agreed to provide the Corporation continuing and unobstructed access to and 
equitable enjoyment of the iron ore projects and its properties. 

In February 2012, the Corporation reached a memorandum of understanding with the NunatuKavut 
Community Council representing the Southern Inuit of Labrador, who also assert claims for traditional 
aboriginal rights in Labrador. In December 2012 the memorandum of understanding was replaced by an 
Economic Partnership Agreement setting out the basic understandings and positions of each party and 
addressing such matters as environmental and cultural protection, jobs, training, aboriginal contracting 
and other financial aspects with respect to the Schefferville Projects.   

Current Iron Ore Market Conditions 

Iron ore spot prices suffered a sharp decline in August 2012, dropping 33% from June 30, 2012 to below 
US$90 per tonne on a 62% Fe CFR China basis in early September due to a number of factors that include 
historically high port inventories, de-stocking of plant inventories by Chinese steel mills and traders 
withdrawing from the spot market.  Iron ore spot prices have rebounded since September 2012 and 
reached a high of approximately $159 per tonne in early January 2013. The following chart illustrates 
these changes in the iron ore prices: 

 

The strong recovery in iron ore Chinese spot prices has been largely driven by China’s harshest winter in 
nearly three decades, which has significantly reduced iron ore production in China, resulting in a 
significant increase in Chinese demand for seaborne iron ore. China, which is the world’s biggest iron ore 
importer, imported a record 70.94 million tonnes in December 2012, nearly 2 million tonnes above the 
previous record (Source: General Administration of Customs of the People's Republic of China).  

The Corporation is of the view that a number of factors should support current Chinese iron ore spot 
prices over the next six months. Based on its understanding of the iron ore market, management believes 
these factors to include the following: 

 Declining iron ore inventories at Chinese ports and lower than typical inventory levels at Chinese 
steel mills; 
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 Chinese steel production is currently in a seasonally strong period; 

 Chinese domestic iron ore supply is currently in a seasonally weak period. Chinese domestic iron 
ore production typically is at its trough in January, while the first quarter is typically the weakest 
quarter of the year for iron ore supply out of Brazil and Australia as weather impacts both 
countries; 

 The rise in iron ore prices should be capable of being absorbed by Chinese steel mills due to 
strong steel mill margins, which remain healthy due to flat-to-lower metallurgical coal prices and 
rising steel prices; 

 China’s harshest winter in nearly three decades has constrained domestic iron ore output during a 
seasonally strong period for Chinese steel production. Given additional transportation challenges 
in China during the winter months and the return of the relative price of seaborne versus domestic 
iron ore to equilibrium, Chinese steel mills are not expected to shift demand from seaborne 
supply in favour of domestic supply as was the case when iron ore prices collapsed in September 
2012; 

 Weather-related supply disruptions from major iron ore producing regions in Australia and 
Brazil; and 

 The decline of Chinese supply from India due to government export restrictions.  

Certain of these near-term factors (such as cold winters in China and the cyclone season in Australia), 
which tend to re-appear in some form each year on a seasonal basis, usually affect the supply and price of 
iron ore in the January through June period.  Such factors may have an impact on the Corporation’s early 
sales revenues. 

Despite the volatility experienced in 2012, the Corporation believes the underlying fundamentals of the 
iron ore market have not changed. Management is of the view that the following key factors should 
support strong iron ore price fundamentals in the medium-to-long-term: 

 It is management’s understanding that in September 2012 the Chinese Government announced 
stimulus spending to support continued growth in demand for steel and iron ore in China.  
China’s National Research and Development Commission is reported to have approved new 
infrastructure projects, including highways, subways and airports and other public works, 
totalling between 800 billion and one trillion Yuan over the next several years; 

 While the strong pace of Chinese growth seen over the last decade is now starting to moderate, 
China’s GDP is estimated to have grown by 7.70% in 2012 and is forecasted to grow by 8.10% 
and 8.00% in 2013 and 2014, respectively, based on median consensus research forecasts 
(Source: Bloomberg);  

 Demand growth from the United States and emerging markets including Brazil, India, Russia, 
CIS countries, southeast Asia and the Middle East; 

 Efforts to increase the average grade of steel production, which necessitates the use of high-grade 
iron ore, will increase China’s demand for higher grade iron ore imports; 

Long-term supply constraints. Many of the new projects and production expansions previously 
planned by major companies are experiencing increased costs and delays or have been postponed, 
which is expected to delay and reduce the long-term growth of iron ore supply. Despite the 
significant expansion plans slated by major iron ore producers and new entrants in recent years, 
actual delivery of iron ore supply has consistently fallen short of expectations. Growth in low-
cost supply has lagged demand, requiring high-cost Chinese supply. In addition, iron ore mining 
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companies are adopting a more cautious approach to approving significant greenfield projects due 
to rising operating and capital costs experienced in the industry over the last several years; and 

Structural factors, such as the urbanization of China’s population, are expected to continue to drive long-
term steel and iron ore demand in China. 

CONSOLIDATED CAPITALIZATION 

As at September 30, 2012, there were 67,763,307 common shares, 1,140,835 warrants, 1,824,375 options 
and 83,862 deferred share units issued and outstanding.  Each option and each warrant is exercisable to 
acquire one common share of the Corporation.  There have been no material changes in the share and loan 
capital of the Corporation, on a consolidated basis, since the date of the most recently filed unaudited 
condensed interim consolidated financial statements of the Corporation as at and for the six month period 
ended September 30, 2012, other than the issuance of  30.0 million common shares and 1.5 million broker 
warrants pursuant to a short form prospectus financing completed on November 6, 2012, 837,500 
common shares upon the exercise of 837,500 broker warrants, the cancellation of 87,500 options, the 
expiry of 478,335 warrants and the grant of 71,228 deferred share units.  

As at the date of this Prospectus, there are 98,600,807 common shares, 1,325,000 warrants, 1,736,875 
options and 155,090 deferred share units issued and outstanding.  Upon completion of the Offering, there 
will be an aggregate of 122,600,807 common shares of the Corporation, 14,525,000 warrants 
(126,200,807 common shares and 16,505,000 warrants if the Over-Allotment Option is exercised in full) 
and 1,736,875 options and 155,090 deferred share units issued and outstanding, assuming no further 
exercises or issuances of convertible securities  

PLAN OF DISTRIBUTION 

Pursuant to the Underwriting Agreement the Corporation has agreed to issue and sell, and the 
Underwriters have agreed to purchase, as principals, on the Closing Date or such other date as may be 
agreed upon by the Corporation and the Underwriters, but in any event not later than February 28, 2013, 
all but not less than all of the 24,000,000 Units offered hereunder at a price of $1.05 per Unit, subject to 
compliance with all necessary legal requirements and terms and conditions of the Underwriting 
Agreement. In consideration for their services in connection with the Offering, the Corporation has agreed 
to pay the Underwriters a fee equal to 5.0% of the gross proceeds from the sale of the Units. The Offering 
Price was determined by negotiation between the Corporation and the Underwriters.   

The Corporation has granted the Underwriters the Over-Allotment Option, exercisable in whole or in part 
in the sole discretion of the Underwriters for a period of 30 days from the Closing Date, enabling the 
Underwriters to purchase up to an additional 3,600,000 Common Shares at a price of $0.98 per additional 
Common Shares and/or an additional 1,800,000 Warrants at a price of $0.14 per additional Warrant, 
solely to cover over-allotments, if any, and for market stabilization purposes.  The Corporation has agreed 
to pay the Underwriters a fee equal to 5.0% of the gross proceeds of the Over-Allotment Option.  This 
Prospectus also qualifies the grant of the Over-Allotment Option and the distribution of any Over-
Allotment Securities (subject to a maximum number of additional Common Shares issued under the Over 
Allotment Option) issued on exercise of the Over-Allotment Option.  A purchaser who acquires Units 
forming part of the Underwriters’ over-allotment position acquires those Units under this Prospectus, 
regardless of whether the over-allotment position is ultimately filled through the exercise of the Over-
Allotment Option or secondary market purchases. 

The Corporation has also granted the Underwriters Broker Warrants to purchase such number of Broker 
Units as is equal to 5.0% of the number of Units and Over-Allotment Units, if any, sold under the 
Offering at a price of $1.05 per Broker Unit (subject to a maximum number of additional Common Shares 
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issued under the Over Allotment Option) until 5:00 p.m. (Toronto time) on that date that is 18 months 
following the Closing Date.   

It is expected that one or more global certificates evidencing the Common Shares and Warrants 
comprising the Units distributed under this Prospectus in Canada will be issued in registered form to CDS 
and will be deposited with CDS on the Closing Date.  No certificate evidencing the Common Shares and 
Warrants comprising the Units will be issued to Canadian resident purchasers, except in certain limited 
circumstances, and registration will be made in the depository service of CDS.  Canadian resident 
purchasers of Units will receive only a customer confirmation from the Underwriters or other registered 
dealer who is a CDS Participant and from or through whom a beneficial interest in the Units is purchased. 
Certificates representing Common Shares distributed under this Prospectus in the United States will be 
available at closing of the Offering.  

The Corporation has agreed with the Underwriters not to issue any common shares of the Corporation or 
financial instruments convertible or exercisable into common shares of the Corporation (other than for 
purposes of director, officer, consultant or employee stock options, deferred share units or the redemption 
of same or other outstanding instruments issued or existing as at January 18, 2013 or for arm’s length 
acquisitions) until 120 days from the Closing Date, without the prior written consent of the Underwriters.  

The Units offered hereby have not been and will not be registered under the U.S. Securities Act or any 
state securities laws, and may not be offered, sold or delivered within the United States or to, any persons 
in the United States or U.S. Person except in transactions exempt from the registration requirements of the 
U.S. Securities Act. The Underwriters have agreed that, except as permitted by the Underwriting 
Agreement and as expressly permitted by applicable laws of the United States, they will not offer or sell 
the Units within the United States or to or for the account or benefit of any persons in the United States or 
U.S. Person. The Underwriting Agreement permits the Underwriters to offer and sell the Units purchased 
by them pursuant thereto to or for the account or benefit of persons in the United States or U.S. Person 
only in a manner exempt from the registration requirements of the U.S. Securities Act to qualified 
institutional buyers under Rule 144A and to accredited investors (as defined in Rule 501(a) of Regulation 
D under the U.S. Securities Act) as substituted purchasers, pursuant to Rule 506 of Regulation D under 
the U.S. Securities Act and in compliance with applicable state securities laws. The certificates 
representing the Common Shares and Warrants comprising the Units which are sold in the United States 
or to or for the account of benefit of U.S. Person will contain a legend to the effect that the securities 
represented thereby have not been registered under the U.S. Securities Act and may only be offered 
pursuant to certain exemptions from the registration requirements of the U.S. Securities Act. This 
Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, any Units in the United 
States. In addition, until 40 days after the commencement of the Offering, an offer or sale of the Units 
within the United States or to or for the account or benefit of a U.S. Person by a dealer (whether or not 
participating in the Offering) may violate the registration requirements of the U.S. Securities Act unless 
such offer is made in connection with the U.S. Securities Act.   

The obligations of the Underwriters under the Underwriting Agreement are several and may be 
terminated at their direction on the basis of their assessment of the state of the financial markets and may 
also be terminated upon the occurrence of certain stated events. If one or more of the Underwriters fails to 
purchase the Units which it has agreed to purchase, the other Underwriters may, but are not obligated to, 
purchase the Units. The Underwriters are, however, obligated to take up and pay for all of the Units if any 
are purchased under the Underwriting Agreement. 

The Underwriters propose to offer the Units initially at the Offering Price, as set forth on the cover page 
of this Prospectus. After the Underwriters have made reasonable efforts to sell all the Units offered by this 
Prospectus at such price, the Offering Price may be decreased, and further changed from time to time to 
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an amount not greater than the Offering Price, specified herein. The compensation realized by the 
Underwriters will be decreased by the amount that the aggregate price paid by the purchasers for the 
Common Shares is less than the gross proceeds paid by the Underwriters to the Corporation. 

Pursuant to rules and policy statements of certain Canadian securities regulatory authorities, the 
Underwriters may not, throughout the period of distribution under this Prospectus, bid for or purchase 
common shares of the Corporation. The foregoing restriction is subject to certain exceptions. Such 
exceptions include a bid or purchase permitted under the Universal Market Integrity Rules for Canadian 
Marketplaces of the Investment Industry Regulatory Organization of Canada relating to market 
stabilization and passive market making activities and a bid or purchase made for and on behalf of a 
customer where the order was not solicited during the period of distribution. Subject to applicable laws 
and in connection with the Offering, the Underwriters may over-allot or effect transactions that stabilize 
or maintain the market price of the common shares of the Corporation at levels other than which would 
otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at any time. 

The Underwriting Agreement also provides that the Corporation will indemnify the Underwriters and 
their affiliates and their respective directors, officers, employees and agents against certain liabilities and 
expenses or will contribute to payments that the Underwriters may be required to make in respect thereof. 

The TSX has conditionally approved the listing of the Common Shares, the Over-Allotment Shares and 
the Warrants distributed under this Prospectus, the Broker Shares and Warrants comprising the Broker 
Units and the Warrant Shares issuable upon the exercise of the Warrants.  Listing is subject to the 
Corporation fulfilling all of the listing requirements of the TSX by April 18, 2013. 

PRIVATE PLACEMENT 

Anglesey Mining plc (“Anglesey”), a major shareholder and insider of the Corporation which currently 
holds 19.2 million shares, or approximately 19.5% of the Corporation’s currently outstanding shares, has 
agreed to purchase on a non-brokered private placement basis (the “Private Placement”) up to 3,000,000 
units of the Corporation for a subscription price of $1.065 per unit for aggregate proceeds of up to 
$3,195,000 subject to certain conditions.  Each unit will consist of one common share of the Corporation 
and one-half a common share purchase warrant having the same attributes as the Warrants.   

Closing of the Private Placement is subject to several conditions which include (i) all necessary regulatory 
approvals required by the Corporation and Anglesey being obtained, including that of the Toronto Stock 
Exchange; (ii) Anglesey securing financing to fund the subscription price; and (iii) the completion of the 
Offering.  It is anticipated that the Private Placement will close contemporaneously with or no later than 
30 days after the closing of the Offering.  The net proceeds realized by the Corporation from completion 
of the Private Placement will be used to supplement the Corporation’s working capital and for general 
corporate purposes.   

Purchasers of Units under the Prospectus should not rely on the fact that Anglesey has agreed to increase 
its present investment in the Corporation. 

DESCRIPTION OF SECURITIES BEING DISTRIBUTED 

Units 

The Offering consists of 24,000,000 Units, each Unit comprised of one Common Share and one-half of 
one Warrant and, in addition, up to 3,600,000 Units may be issued under the Over-Allotment Option. 



 

 - 26 - 

 

Common Shares 

The authorized share capital of the Corporation consists of an unlimited number of common shares, of 
which 98,600,807 are outstanding as of the date of this Prospectus. 

Each common share of the Corporation carries the right to one vote at all meetings of shareholders of the 
Corporation. There are no special rights or restrictions of any nature attached to the common shares of the 
Corporation. All common shares rank equally as to dividends, voting powers and participation in assets 
upon liquidation of the Corporation. 

Warrants 

Each Warrant entitles the holder to purchase one Warrant Share for a period of 36 months from the 
Closing Date at a price of $1.35 per Warrant Share after which time the Warrants become null and void.   

The Warrants will be issued under an indenture (the “Warrant Indenture”) dated January 28, 2013 
between the Corporation and Olympia Transfer Services Inc. (the “Warrant Agent”). The Corporation has 
appointed the principal transfer office of the Warrant Agent in Toronto (or such other location as the 
Corporation may designate from time to time) as the location at which the Warrants may be surrendered 
for exercise, transfer or exchange. Under the Warrant Indenture, the Corporation may, subject to 
applicable law, purchase in the market, by private contract or otherwise, any of the Warrants then 
outstanding, and any Warrants so purchased will be cancelled. 

The Warrant Indenture provides for adjustment in the number of Common Shares issuable upon the 
exercise of the Warrants and/or the exercise price per Common Share upon the occurrence of certain 
events, including: 

(i) the issuance of Common Shares or securities exchangeable for or convertible into 
Common Shares to all or substantially all of the holders of the Common Shares by way of 
a stock dividend or other distribution (other than a “dividend paid in the ordinary course”, 
as defined in the Warrant Indenture, or a distribution of Common Shares upon the 
exercise of the Warrants or pursuant to the exercise of directors, officers or employee 
stock options granted under the Corporation’s stock option plan); 

(ii) the subdivision, redivision or change of the Common Shares into a greater number of 
shares; 

(iii) the consolidation, reduction or combination of the Common Shares into a lesser number 
of shares; 

(iv) the issuance to all or substantially all of the holders of the Common Shares of rights, 
options or warrants under which such holders are entitled, during a period expiring not 
more than 45 days after the record date for such issuance, to subscribe for or purchase 
Common Shares, or securities exchangeable for or convertible into Common Shares, at a 
price per share to the holder (or at an exchange or conversion price per share) of less than 
95% of the “current market price”, as defined in the Warrant Indenture, for the Common 
Shares on such record date; and 

(v) the issuance or distribution to all or substantially all of the holders of the Common Shares 
of securities of the Corporation including rights, options or warrants to acquire shares of 
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any class or securities exchangeable or convertible into any such shares or property or 
assets and including evidences of indebtedness, or any property or other assets. 

The Warrant Indenture also provides for adjustment in the class and/or number of securities issuable upon 
the exercise of the Warrants and/or exercise price per security in the event of the following additional 
events: 

(i) reclassifications of the Common Shares; 

(ii) consolidations, amalgamations, arrangements or mergers of the Corporation with or into 
any other corporation or other entity (other than consolidations, amalgamations, 
arrangements or mergers which do not result in any reclassification of the outstanding 
Common Shares or a change of the Common Shares into other shares); or 

(iii) the transfer of the undertaking or assets of the Corporation as an entirety or substantially 
as an entirety to another corporation or other entity. 

No adjustment in the exercise price or the number of Common Shares purchasable upon the exercise of 
the Warrants will be required to be made unless the cumulative effect of such adjustment or adjustments 
would result in a change of at least 1% in the prevailing exercise price or a change in the number of 
Common Shares purchasable upon exercise by at least one one-hundredth of a Common Share, as the 
case may be. 

The Corporation also covenants in the Warrant Indenture that, during the period in which the Warrants 
are exercisable, it will give notice to Warrantholders of certain stated events, including events that would 
result in an adjustment to the exercise price for the Warrants or the number of Common Shares issuable 
upon exercise of the Warrants, at least 10 Business Days prior to the record date or effective date, as the 
case may be, of such event.  No fractional Warrants will be issued or otherwise provided for, and no 
person who purchases or holds a fraction of a Warrant shall be entitled to any cash or other consideration 
in lieu of any interest in or claim to any fraction of a Warrant. No fractional Common Shares will be 
issuable upon the exercise of any Warrants, but cash will be paid in lieu of any fractional share 
entitlement based on the ‘‘current market value’’, as defined in the Warrant Indenture, of the Common 
Shares. Warrantholders will not have any voting or pre-emptive rights or any other rights which a holder 
of Common Shares would have.  From time to time, the Corporation and the Warrant Agent, without the 
consent of the Warrantholders, may amend or supplement the Warrant Indenture for certain purposes, 
including curing defects or inconsistencies or making any change that does not prejudice the rights of any 
Warrantholder. Any amendment or supplement to the Warrant Indenture that would prejudice the interests 
of the Warrantholders may only be made by ‘‘extraordinary resolution’’, which is defined in the Warrant 
Indenture as a resolution either (1) passed at a meeting of the Warrantholders at which there are 
Warrantholders present in person or represented by proxy representing at least 25% of the aggregate 
number of the then outstanding Warrants (unless such meeting is adjourned to a prescribed later date due 
to a lack of quorum, at which adjourned meeting the Warrantholders present in person or by proxy shall 
form a quorum) and passed by the affirmative vote of Warrantholders representing not less than 75% of 
the aggregate number of all the then outstanding Warrants represented at the meeting and voted on the 
poll upon such resolution, or (2) adopted by an instrument in writing signed by the Warrantholders 
representing not less than 75% of the aggregate number of all the then outstanding Warrants. 

The foregoing summary of certain provisions of the Warrant Indenture does not purport to be complete 
and is qualified in its entirety by reference to the provisions of the Warrant Indenture. 
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The Warrants and the Common Shares issuable upon exercise thereof have not been registered under the 
U.S. Securities Act and the Warrants will not be exercisable in the United States or by or on behalf of, or 
for the account or benefit of, a U.S. Person, nor will certificates representing the Common Shares issuable 
upon exercise of the Warrants be registered or delivered to an address in the United States, unless an 
exemption from registration under the U.S. Securities Act and any applicable state securities laws is 
available and the Corporation has received an opinion of counsel of recognized standing to such effect in 
form and substance reasonably satisfactory to the Corporation; provided, however, that a qualified 
institutional buyer (as defined in Rule 144A under the U.S. Securities Act) or an “accredited investor” (as 
defined in Regulation D under the U.S. Securities Act) that purchased Units pursuant to the Offering in 
the United States or who was a U.S. Person at the time of purchase of Units pursuant to the Offering will 
not be required to deliver an opinion of counsel in connection with the exercise of the Warrants that are a 
part of those Units, provided that such person is a qualified institutional buyer or accredited investor at the 
time of exercise of such Warrants. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Steenberglaw Professional Corporation, counsel to the Corporation, and Blake, Cassels 
& Graydon LLP, counsel to the Underwriters, the following is, as of the date of this Prospectus, a 
summary of the principal Canadian federal income tax considerations under the Tax Act and the 
Regulations thereunder generally applicable to an investor who acquires and holds Common Shares 
(including any Warrant Shares acquired on the exercise of Warrants (hereinafter collectively referred to as 
the “Shares”)) pursuant to the Offering who is or is deemed to be resident in Canada at all relevant times, 
and who, for the purposes of the Tax Act and at all relevant times, deals at arm's length with and is not 
affiliated with the Corporation, the Underwriters or a subsequent purchaser of the Shares and Warrants 
and acquires and holds the Shares and Warrants as capital property (a “Holder”).  Generally, the Shares 
and Warrants will be considered to be capital property to a Holder thereof provided that the Holder does 
not use the Shares and Warrants in the course of carrying on a business of trading or dealing in securities 
and such Holder has not acquired them in one or more transactions considered to be an adventure or 
concern in the nature of trade.  Holders whose Shares do not otherwise qualify as capital property may, in 
certain circumstances, make an irrevocable election under subsection 39(4) of the Tax Act to have their 
Shares and every other “Canadian security” (as defined in the Tax Act) owned by such Holder in the 
taxation year of the election and in all subsequent taxation years deemed to be capital property.  This 
election does not apply to Warrants.  Holders should consult their own tax advisors regarding this 
election. 

This summary does not apply to a Holder (i) that is a “financial institution” for the purposes of the mark-
to-market rules contained in the Tax Act; (ii) that is a “specified financial institution” as defined in the 
Tax Act; (iii) an interest in which is a “tax shelter investment” as defined in the Tax Act; or (vii) that has 
made a functional currency reporting election under the Tax Act. Such Holders should consult their own 
tax advisors with respect to an investment in Units. 

This summary is based upon the current provisions of the Tax Act and the Regulations in force as of the 
date hereof and counsel's understanding of the current published administrative and assessing practices of 
the Canada Revenue Agency (the “CRA”). This summary takes into account all specific proposals to 
amend the Tax Act and the regulations thereunder publicly announced by or on behalf of the Minister of 
Finance (Canada) prior to the date hereof (the “Tax Proposals”) and assumes that the Tax Proposals will 
be enacted in the form proposed, although no assurance can be given that the Tax Proposals will be 
enacted in their current form or at all. This summary does not otherwise take into account any changes in 
law or in the administrative policies or assessing practices of the CRA, whether by legislative, 
governmental or judicial decision or action, nor does it take into account or consider any provincial, 
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territorial or foreign income tax considerations, which considerations may differ significantly from the 
Canadian federal income tax considerations discussed in this summary. 

This summary is of a general nature only, is not exhaustive of all possible Canadian federal income 
tax considerations and is not intended to be, nor should it be construed to be, legal or tax advice to 
any particular Holder.  Holders should consult their own tax advisors with respect to their 
particular circumstances. 

Allocation of Purchase Price 

A purchaser of a Unit offered by this prospectus will be required to allocate the price paid for a Unit on a 
reasonable basis between the Common Share and the one-half Warrant in order to determine their 
respective costs to the purchaser for purposes of the Tax Act. The Corporation will allocate $0.98 of the 
issue price of each Unit as consideration for the issue of each Common Share and $0.07 for the issue of 
each one-half Warrant. Although the Corporation believes this allocation to be reasonable, it is not 
binding upon the CRA or a holder, and counsel expresses no opinion as to such allocation. A successful 
challenge by the CRA of this allocation will affect the adjusted cost base calculations accordingly. 

Exercise of Warrants 

No gain or loss will be realized by a holder upon exercise of a Warrant. When a Warrant is exercised, the 
cost to the Holder of the Warrant Share so acquired will be the aggregate of the adjusted cost base, for 
that Holder, of the Warrant and the price paid for the Warrant Share upon exercise of the Warrant. The 
cost to a Holder of a Warrant Share acquired upon the exercise of a Warrant must be averaged with the 
adjusted cost base (determined immediately before the acquisition of the Warrant Share) of all other 
Common Shares held by the Holder as capital property at the time of the exercise of the Warrant to 
determine the adjusted cost base of such Warrant Share. 

Disposition or Expiry of Warrants 

The disposition of a Warrant (other than a disposition arising on the exercise or expiry of a Warrant), will 
generally result in a capital gain (or capital loss) to the holder to the extent that the proceeds of 
disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base of 
the Warrant to the holder. The expiry of an unexercised Warrant will generally result in a capital loss 
equal to the Holder’s adjusted cost base of the Warrant. See the discussion of capital gains and losses 
generally under “Capital Gains and Capital Losses” below. 

Disposition of Shares 

Upon a disposition (or a deemed disposition) of a Share, a Holder generally will realize a capital gain (or 
a capital loss) equal to the amount by which the proceeds of disposition of such Share, net of any 
reasonable costs of disposition, are greater (or are less) than the adjusted cost base of such security, as 
applicable, to such Holder.   

Capital Gains and Capital Losses 

One-half of any capital gain will be included in a Holder’s income as a taxable capital gain and one-half 
of a capital loss may normally be deducted as an allowable capital loss against taxable capital gains 
realized in the year of disposition. Any unused allowable capital losses may be applied to reduce net 
taxable capital gains realized in the three preceding taxation years or any subsequent taxation year, 
subject to the provisions of the Tax Act in that regard. 
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The amount of any capital loss realized on the disposition or deemed disposition of Shares by a Holder 
that is a corporation may be reduced by the amount of dividends received or deemed to have been 
received by it on such shares or shares substituted for such shares to the extent and in the circumstance 
specified by the Tax Act. Similar rules may apply where a Holder that is a corporation is a member of a 
partnership or beneficiary of a trust that owns such shares or that is itself a member of a partnership or a 
beneficiary of a trust that owns shares. 

A Holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may be liable to 
pay, in addition to the tax otherwise payable under the Tax Act, a refundable tax of 6 ⅔%, determined by 
reference to its ‘aggregate investment income’, as defined in the Tax Act, for the year, which is defined to 
include an amount in respect of taxable capital gains.  This tax generally will be refunded to a corporate 
Holder at the rate of $1 for every $3 of taxable dividends paid while it is a private corporation. 

Dividends on Common Shares 

Dividends received or deemed to be received on the Shares by an individual will be included in 
computing the individual’s income for the taxation year which the dividend was received for tax purposes 
and will be subject to the gross-up and dividend tax credit rules applicable to dividends received from 
taxable Canadian corporations. A dividend will be eligible for the enhanced gross-up and dividend tax 
credit if designated as an eligible dividend by the Corporation. There may be limitations on the ability of 
the Corporation to designate dividends as eligible dividends. A holder that is a corporation will include 
dividends received or deemed to be received on the Shares in computing its income for tax purposes and 
generally will be entitled to deduct the amount of such dividends in computing its taxable income, with 
the result that no tax will be payable by it in respect of such dividends. 

Certain corporations, including private corporations and subject corporations (as such terms are defined in 
the Tax Act), may be liable to pay a refundable tax under Part IV of the Tax Act at the rate of 33⅓% of 
the dividends received or deemed to be received on the Shares to the extent that such dividends are 
deductible in computing taxable income. 

Minimum Tax 

In general terms, a Holder that is an individual or a trust, other than certain types of specified trusts that 
receives or is deemed to receive taxable dividends on Shares or realizes a capital gain on the disposition 
or deemed disposition of Shares may realize an increase in such Holders liability for minimum tax.  
Holders should consult their own tax advisors with respect to their potential liability for minimum tax. 

USE OF PROCEEDS 

The estimated net proceeds of the Offering to be received by the Corporation, after payment of the 
Underwriting Fee and deducting the estimated expenses of the Offering, are estimated to be 
approximately $23,640,000.  If the Over-Allotment Option is exercised in full, the net proceeds to be 
received by the Corporation are estimated to be approximately $27,231,000 after deducting the 
Underwriting Fee and the estimated expenses of the Offering.  
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The Corporation intends to use the net proceeds of the Offering as follows, subject to the caveats and 
assumptions described below: 

 

Use of Proceeds Amount 

Pre-stripping, mining and processing costs, including 
payments to the Corporation’s mining contractor in 
connection with the seasonal resumption of production 
operations in April 2013: $6,000,000(1) 
  
Transportation costs, including rail tariff payments and 
rail capacity reservation payments of $10 million in 
connection with the seasonal resumption of production 
operations: $16,000,000 (1)(2) 
  
General corporate purposes including supplementing 
working capital, and, if required, general and 
administrative costs for the remaining winter season 
(January to March 2013) arising from unbudgeted 
transaction costs relating to the working capital or off-
take financing negotiations:  $1,640,000 

 
TOTAL: $23,640,000(2) 

Note: 
(1) These figures are the Corporation’s best estimates as at the date of this Prospectus and will be 

subject to change depending on the timing of additional working capital or advance payment 
or other financing or in the event of unanticipated material delays in the receipt of revenues in 
respect of the Corporation’s first iron ore shipments in 2013.  These estimates have been 
prepared under the supervision of Rodney A. Cooper, P.Eng., the Corporation’s President and 
Chief Operating Officer, a mining engineer and a ‘qualified person’ within the meaning of NI 
43-101, who confirms that such amounts constitute reasonable estimates. 

(2) Planned capital and infrastructure expenditures on the Silver Yards processing plant, 
including connection to hydro grid power, will be deferred pending receipt of additional 
working capital or other financing and/or revenue from iron ore sales. Upon receipt of 
additional working capital or other financing and/or revenue from iron ore sales, the reserve 
for rail capacity reservation payments included above may be reallocated to mining and 
processing costs in connection with the seasonal resumption of production operations in April 
2013.  

The Corporation’s allocation of the use of the net proceeds of the Offering among stripping, mining, and 
processing costs, transportation costs, rail tariff and capacity reservation payments and working capital 
will vary depending on the timing of  receipt of proceeds from any additional working capital or advance 
payment or other financing, and depending on negotiations with rail transportation companies, or in the 
event of  a delay in cash receipts for the Corporation’s initial iron ore shipments .  In such an eventuality, 
fewer funds may be available for working capital.  There may be other unforeseen circumstances where 
for sound business reasons, a reallocation of funds may be necessary.   

The foregoing intended uses of the net proceeds of the Offering are based upon the Corporation’s current 
assessment of market conditions and anticipated operating parameters.  Purchasers of Units should be 
aware that the Corporation’s actual use of the net proceeds may vary should the actual operating 
experience and/or market conditions, or resultant outcome, differ from the anticipated operating 
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parameters assumed above.  See “Liquidity and Capital Resources” and “Cautionary Note Regarding 
Forward-Looking Information”. 

Pending the use of the proceeds described above, the Corporation may invest all or a portion of the 
proceeds of the sale of the Common Shares and the Over-Allotment Securities in short-term, high-quality, 
interest bearing corporate, government-issued or government-guaranteed securities.  

The principal objectives expected to be accomplished by the Corporation using the net proceeds of the 
Offering are as follows: 

 To fund the start-up and operating costs of the resumption of the Corporation’s operations in 
April 2013 pending the commencement of cash flow from iron ore sales in late May or early 
June, 2013 and to supplement working capital for the winter season prior to the resumption of 
iron ore production and sales in the spring of 2013; 

 To strengthen the Corporation’s financial position for the successful negotiation and securing of 
one or more working capital or other financing facilities or arrangements which may include debt, 
operating credit lines or product off-take or advance payments with end customers, commodities 
traders or a bank or other transactions.  In this regard, potential financing providers have 
indicated to the Corporation that completion of an equity financing such as the Offering is an 
important and necessary step to obtaining working capital financing.  Negotiations for these types 
of financings have been ongoing with various banks and trading houses during 2012 and early 
2013, draft term sheets have been submitted  and some due diligence has been carried out by 
potential providers of such financing; and 

 To support and augment the financial basis for a successful re-negotiation of  transportation and 
capacity agreements with  rail transportation companies and re-negotiation of an iron ore sales 
agreement with IOC or another party for the 2013 operating year.  

The extent to which these objectives can be achieved will depend, in large part, on the spot price of iron 
ore continuing at or exceeding approximately US$110 per dry metric tonne on a 62% Fe CFR China 
basis, for the foreseeable future and at least until sufficient cash flow from iron ore sales can be reliably 
forecast for the operating season.  See “Summary Description of the Business – Iron Ore Market 
Conditions”.   

In resuming its planned seasonal mining operations in the spring of 2013, for its 2014 fiscal year, the 
Corporation expects to incur regular operating, mining and transportation expenses for the months of 
April and May, 2013 before receipt of payment for its first sales of iron ore anticipated in late May or 
early June 2013 of approximately $30 million.  Planned capital and infrastructure expenditures in the 
start-up period including the Silver Yards processing plant upgrades and hydro grid power connection, 
total approximately $10 million.  These capital expenditures will be deferred pending receipt of alternate 
working capital financing and/or revenue from iron ore sales. Under the March, 2011 confidential rail 
transportation agreement with QNS&L advance payments totalling $25 million were required, of which 
$10 million was paid in 2011 and $5 million was paid in August 2012 to secure locomotive equipment 
and infrastructure capacity to meet the Corporation’s anticipated haulage volumes on the QNS&L rail 
line, and which payments will be recoverable by the Corporation against future tariffs. The remaining $10 
million was due to be paid in instalments of $5 million each on September 1, 2012 and October 1, 2012, 
and the Corporation is discussing with QNS&L the rescheduling of these remaining payments to relate to  
anticipated increased capacity and longer train sets required in future years. 

The net proceeds of the Offering are sufficient to fund the seasonal resumption of production operations 
in 2013 pending the commencement of cash flow from iron ore sales.  However such proceeds are not 
sufficient to fully fund all planned expenditures, including capital expenditures, for the period and 
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accordingly, additional working capital financing or advance sales payments will be required for these 
expenditures.   

It is estimated, however, that the net proceeds of this Offering, combined with the proceeds of the private 
placement described below and currently available trade credit, will be sufficient to sustain operations 
until the end of May 2013, by which time the Corporation anticipates completing its first iron ore 
shipment for the season and could receive its first revenue from the sale of such shipment by means of an 
advance payment arrangement with a commodities dealer or bank. 

The Corporation has been actively pursuing working capital financing arrangements for the seasonal start-
up of operations in the first quarter of its 2014 fiscal year (April to June 2013).  Such financings may 
include an operating line of credit or product off-take arrangements or a combination of these alternatives.  
However, while a number of institutions have provided term sheets or proposals for financings in the 
range of $20 to $40 million, subject to various conditions, and some have undertaken due diligence, at the 
present time, although discussions and negotiations are continuing, there can be no assurance that such 
financing arrangements or transactions can be fully completed by the beginning of the 2013 operating 
season.  Accordingly, the Corporation is pursuing the Offering to ensure no delay in the orderly seasonal 
resumption of operations in April 2013.    

November 2012 Financing 

On November 6, 2012, the Corporation completed an additional equity financing by way of a short form 
prospectus (the “November 2012 Prospectus”), raising gross proceeds of $30,000,000 (the “November 
2012 Prospectus Financing”).   

The Corporation’s principal objectives in using the net proceeds of the November 2012 Prospectus 
Financing were substantially achieved as the Corporation completed its planned mining, processing and 
transportation of iron during the remainder of the 2012 season and retains sufficient working capital to 
cover ongoing operating and administration costs up to the commencement of the 2013 operating season.  
Although the Corporation has not yet completed a working capital financing facility or an iron ore sales 
agreement ongoing negotiations have been positively impacted by the completion of the November 2012 
financing.  
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TRADING PRICE AND VOLUME 

The Corporation’s common shares are listed on the TSX under the trading symbol “LIM”. The following 
table sets forth certain trading information for the common shares on the TSX for the 12-month period 
before the date hereof. 

Share Price Range 2012/13 

Month High Low Volume 

February 2012 $6.63 $5.27 11,276,791 
March 2012 $5.33 $4.20 10,391,299 
April 2012 $4.86 $3.90 7,142,163 
May 2012 $4.77 $2.94 6,852,874 
June 2012 $3.26 $2.47 7,414,067 
July 2012 $2.73 $1.97 5,588,591 

August 2012 $2.25 $1.68 9,854,159 
September 2012 $1.76 $1.08 15,302,957 

October 2012 $1.15 $0.95 9,542,155 
November 2012 $0.97 $0.56 20,402,088 
December 2012 $1.10 $0.65 11,859,382 

January 2013 $1.73 $0.87 48,577,447 
February 1 - 5, 2013 $0.94 $0.87 1,585,026 

 

PRIOR SALES 

On March 20, 2012, the Corporation sold 11.5 million common shares and 1.75 million flow-through 
shares for gross proceeds of $71.625 million or $5.30 per common share and $6.10 per flow-through 
share. 

On November 6, 2012, the Corporation sold 30 million common shares for gross proceeds of $30 million 
or $1.00 per share pursuant to a short form prospectus offering. 

The following tables set forth the prior sales for the 12-month period to the date of this Prospectus, for the 
common shares of the Corporation and the options convertible into common shares of the Corporation, 
the price at which such securities have been issued, the number of securities issued and the date of which 
such securities were issued:  

A.) Common shares issued at $2.00 upon the exercise of incentive stock options: 

Date Issued Number of Securities Issued 

2011  

November 2 
November 16 

500 
18,750 

  
2012  

January 20 2,500 
March 28 10,000 
April 4 
May 8 
July 23 

5,000 
50,000 

375,000 
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B.) Common shares issued at $6.27 upon the exercise of incentive stock options: 

Date Issued Number of Securities Issued 

2011  

November 8 5,000 
 

C.) Common shares issued at $6.36 upon the exercise of broker warrants issued March 25, 2010: 

Date Issued Number of Securities Issued 
2011  

September 22 1,850 
September 23 9,684 

  
D.) Common shares issued at $1.00 upon the exercise of broker warrants issued November 6, 

2012: 

Date Issued Number of Securities Issued 
2013  

January 9 837,500 
  

E.) Grant of options to officers and employees: 

 

Date 
Issued 

Number of 
Securities 

Issued 

Weighted 
Average Fair 

Value(1) 

Exercise 
Price 

2011    
September 22 100,000 $509,000 $6.80 
November 7 200,000 $924,000 $6.35 

November 11 40,000 $195,600 $6.81 
2012    

February 9 205,000 $936,850 $6.20 
July 3 878,125 $1,606,969 $3.00 

Note:  
(1) The fair value of the options granted has been estimated using the Black-Scholes option pricing model.   

F.) Grant of deferred share units (“DSUs”) to independent directors: 

Date 
Issued 

Number of 
Securities 

Issued 

Weighted 
Average Fair 

Value(1) 

Exercise 
Price 

2012    
September 13(2) 25,830(3) $42,878 N/A(4) 
September 30 58,032(3) $70,000 N/A(4) 
December 31 71,228(3) $70,000 N/A(4) 

 
Notes:  

(1) Calculated based on the closing price of the Corporation’s common shares on 
September 13, 2012 (the effective issue date). 

(2) The award of DSUs is effective as of April 1, 2012 but subject to shareholder 
approval which was obtained on September 13, 2012. 

(3) Calculated based upon an annual entitlement expressed in money and payable 
quarterly in arrears divided by the volume weighted average trading price of 
the common shares of the Corporation for the five trading days preceding the 
end of the relevant quarter. 
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(4) DSUs will be redeemed by the Corporation only after the recipient ceases to 
be a director for common shares for cash based on the then prevailing market 
value of the Corporation’s shares; or a combination at the sole discretion of 
the Corporation. 

DIVIDEND POLICY 

The constating documents of the Corporation do not limit the Corporation’s ability to pay dividends on its 
common shares. However, the Corporation has not paid any dividends since incorporation and does not 
expect to pay dividends in the foreseeable future. Payment of dividends in the future will be made at the 
discretion of the Corporation’s board of directors. 

RISK FACTORS 

An investment in the common shares and warrants of the Corporation is considered speculative due to the 
high-risk nature of the Corporation’s business, which is the acquisition, financing, exploration and 
development of mining properties. A prospective investor should carefully consider the information 
described in the AIF, under the heading “Risk Factors”, and the management’s discussion and analysis of 
financial condition and results of operations of the Corporation for the most recently completed interim 
period, under the heading “Risks and Uncertainties”, each of which is incorporated by reference in this 
Prospectus. Certain additional risks associated with the development and commissioning of the iron ore 
operations at Silver Yards and Houston are outlined below. The risks and uncertainties set out below and 
incorporated by reference herein are not the only ones facing the Corporation. Additional risks and 
uncertainties not currently known to the Corporation, or that the Corporation currently deems immaterial, 
may also impair the Corporation’s operations. If any of the risks actually occur, the Corporation’s 
business, financial condition and operating results could be adversely affected. As a result, the trading 
price of the Corporation’s common shares and warrants could decline and investors could lose part or all 
of their investment. The Corporation’s business is subject to significant risks and past performance is no 
guarantee of future performance. 

Certain Risks Associated with Silver Yards and Houston 

No Assurance of Profitable Production 

Resource development is a speculative business, characterized by a number of significant risks including, 
among other things, unprofitable efforts resulting not only from the failure to discover mineral deposits 
but also from finding mineral deposits that, though present, are insufficient in quantity and quality to 
return a profit from production. The marketability of minerals acquired or discovered by the Corporation 
may be affected by numerous factors that are beyond the control of the Corporation and which cannot be 
accurately predicted, such as market fluctuations, mineral markets and processing equipment, and such 
other factors as government regulations, including regulations relating to royalties, allowable production, 
importing and exporting minerals and environmental protection, the combination of which factors may 
result in the Corporation not receiving an adequate return on investment capital. Many of the mining 
claims in which the Corporation has an interest are in the exploration stage only and are without a known 
body of commercial ore.  

As at December 31, 2012, the Corporation had cash of approximately $10 million and expects to be in a 
positive working capital position as at that date.  The Corporation further expects to report a negative cash 
flow from operations and a net loss for the nine month period ended December 31, 2012 and for the fiscal 
year ending March 31, 2013.   

The net proceeds of the Offering are sufficient to fund the seasonal resumption of production operations 
in 2013 pending the commencement of cash flow from iron ore sales.  However such proceeds are not 
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sufficient to fully fund all planned expenditures, including capital expenditures, for the period and 
accordingly, additional working capital financing or advance sales payments will be required for these 
expenditures.   

The Corporation has been actively pursuing financing arrangements for the seasonal start-up of operations 
in the first quarter of its 2014 fiscal year (April to June 2013).  Such financings may include an operating 
line of credit or working capital facility, or product off-take arrangements, and/or credit or debt facilities, 
or a combination of financing alternatives.  However, while a number of entities have provided term 
sheets or proposals for financings or transactions in the range of $20 to $40 million, subject to various 
conditions, and some have undertaken due diligence, at the present time, although discussions and 
negotiations are continuing, there can be no assurance that such financing arrangements or transactions 
can be fully completed by the beginning of the 2013 operating season.   

In the event additional working capital financing is not obtained, the Corporation could nevertheless 
resume operations utilizing the net proceeds of the Offering and other sources of funding available to the 
Corporation including trade credit. Management of the Corporation believes that, in the absence of 
unforeseen circumstances the net proceeds of the Offering combined with the proceeds of the private 
placement referred to above and available trade credit are expected to be sufficient to fund regular 
operations to the end of May 2013 at which time an advance payment arrangement with a commodities 
dealer or bank would ensure accelerated payment of most of the sale price of such shipload. There can be 
no assurance that such advance payment arrangement can be completed.   

Mineral exploration is highly speculative in nature, involves many risks, and frequently does not lead to 
the discovery of commercial reserves of minerals. There can be no assurance that the Corporation’s past 
or future exploration efforts will be successful, or that any such production therefrom will be obtained, 
continued or be profitable. 

A feasibility study has not been conducted on any of the Schefferville Projects and the Corporation’s 
decision to undertake commercial production from the James and Houston deposits has not been based 
upon a feasibility study of mineral reserves demonstrating economic and technical viability.  Accordingly, 
there is an increased risk of economic or technical failure as the volume and grade of iron ore mined and 
processed and recovery rates may not be the same as currently anticipated. Any material reductions in 
estimates of mineral resources, or of the Corporation’s ability to extract iron ore, could have a material 
adverse effect on the Corporation’s results of operations and financial condition. 

Substantial expenditures are required to establish reserves through drilling and to develop the mining and 
processing facilities and infrastructure at any site chosen for mining. No assurance can be given that 
minerals will be discovered in sufficient quantities to justify further commercial operations or that funds 
required for development can be obtained on a timely basis.  The long-term profitability of the 
Corporation’s operations will in part be directly related to the costs and success of its exploration and 
development programs, which may be affected by a number of factors. 

Commencement of full construction activities for the Houston project is subject to the availability of 
financing and the receipt of the remaining permits. The Corporation is evaluating various potential 
strategic partnerships or off-take arrangements and/or credit facilities and other financing alternatives to 
fund Houston development and related transportation and port infrastructure expenditures. There can be 
no assurance the Corporation will be successful in obtaining the required financing or in obtaining such 
financing on reasonable or acceptable terms in which case the construction of the Houston project may be 
delayed.   



 

 - 38 - 

 

The successful commercial development of the Corporation’s properties depends upon the Corporation’s 
ability to generate cash flow and/or to obtain financing through private placement financing, public 
financing, joint venturing of projects, bank financing, commodity financing or other means.  Based on the 
Corporation’s cash flow forecasts and projections for the remainder of the current fiscal year to March 31, 
2013, in the light of current and anticipated economic and iron ore market conditions, the Corporation 
believes that it has the underlying assets and adequate resources to continue in business as a going 
concern for the foreseeable future. The validity of the going concern basis is dependent on finance being 
available for the continuing working capital requirements of the Corporation.  The assumption of a going 
concern is dependent upon the Corporation achieving profitable operations to generate sufficient cash 
flows to fund continuing operations, or in the absence of adequate cash flows from operations, obtaining 
additional financing to support operations for the foreseeable future. The Corporation has not concluded 
any agreements for the sale of any iron ore for 2013 or future years. There can be no assurance the 
Corporation will attain profitable levels of operations or that that the Corporation will be successful in 
obtaining any required financing or in obtaining financing on reasonable or acceptable terms.   

Availability of Qualified Personnel 

The Corporation has limited experience in placing resource properties into production, and its ability to 
do so will be dependent upon securing the services of appropriately experienced personnel or entering 
into agreements with other companies or contractors that can provide such expertise. There can be no 
assurance that the Corporation will have available to it the necessary expertise or whether it will produce 
revenue, operate profitably or provide a return on investment in the future.  

In common with all other mining operations in Canada and worldwide, the Corporation is competing for 
limited available skilled manpower, including professional, technical and trades personnel, which is likely 
to exacerbate with the  major expansions announced by other companies operating in the Labrador 
Trough region.  The increased demand for skilled personnel may increase the Corporation’s costs of 
operating which could have a material adverse effect on the Corporation’s results of operations and 
financial condition. 

The Corporation’s rail maintenance and repair facility in Sept-Îles was organized by the Metalicos 
(United Steelworkers) union in the fourth quarter of 2012.  Negotiations towards a first collective 
agreement are scheduled to begin in February 2013.  Failure to reach an acceptable collective agreement 
and any resulting labour action could have a negative impact on the costs and efficiency of the 
Corporation’s railing operations and the Corporation’s results of operations. 

Transportation and Port Infrastructure 

The Corporation’s iron ore product is transported via a 560 km railway line between Schefferville and the 
Port of Sept Îles. This railway line is comprised of two sections, the Menihek Division railway line owned 
by TSH, which runs approximately 200 km between Schefferville and Emeril Junction, and the QNS&L 
railway line owned by IOC, which continues the remaining approximately 360 km to Sept Îles. At Sept 
Îles (Arnaud Junction), the QNS&L railway line connects to the Arnaud Railroad (Chemin de fer Arnaud) 
owned by Cliffs Wabush Mines, which runs approximately 34 km around the bay to the port terminal at 
Pointe-Noire. 

During 2011, TSH carried out some upgrade work on its Menihek Division rail line following a cash 
investment by both the Corporation and Tata Steel Canada. This upgrade work will need to be continued 
to ensure that the tonnages planned for 2012 and expansion in future years can be efficiently transported. 
This ongoing TSH rail upgrade will require continuing cash investment by the two mine operating 
companies and TSH, and potentially by governments.   
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In July 2012, the Corporation completed a life-of-mine agreement with TSH railway, replacing its 
previous annual agreement.  Pursuant to this long-term confidential rail transportation contract with TSH, 
the Corporation has agreed to make contributions towards the costs of the TSH Menihek rail line upgrade 
program to a total of approximately $25 million (inclusive of the $8.5 million in upgrade contributions 
already made of which $2.5 million was made in April 2012 and a further $2.5 million in July 2012) over 
the next four to five years.  Future contributions will be repaid to the Corporation over an expected period 
of about four years commencing in 2017, subject to the Corporation maintaining normal annual 
transportation operations on the TSH railway.   

On March 10, 2011, the Corporation entered into a life of mine, confidential rail transportation contract 
with QNS&L for the transportation of the Corporation’s products from the end of the Menihek Division 
at Emeril Junction to Sept-Îles. Under the QNS&L rail transportation contract, advance payments totaling 
$25 million were required, of which $10 million was paid in 2011 and $5 million in August 2012, to 
secure the locomotive equipment and infrastructure capacity to meet the Corporation’s anticipated 
haulage volumes on the QNS&L rail line. The remaining $10 million was due to be paid in installments 
of $5 million each on September 1 and October 1, 2012 and the Corporation is  discussing with QNS&L 
the rescheduling of these remaining payments to relate to anticipated increased capacity and longer train 
sets required in future years. There can be no assurance that rescheduling arrangements of these 
remaining payments on acceptable terms will be concluded or concluded on a timely basis. 

The Corporation continues to evaluate  different options for the unloading, stockpiling and ship loading of 
the Corporation’s iron ore products at the Port of Sept-Îles. In July 2012, the Corporation entered into an 
agreement with the Sept-Îles Port Authority to secure loading capacity at the Port’s proposed new multi-
user deep water dock which is currently under construction at Pointe Noire and which the Port Authority 
expects to be operational in 2014.  Rail access to Pointe Noire will require an agreement with the Arnaud 
Railroad (CFA) which connects Pointe Noire with the QNS&L Railroad at Arnaud Junction located at the 
other side of the bay of Sept-Îles. The Corporation is currently in discussions with Arnaud Railroad 
(Cliffs Natural Resources) regarding rail access on the Arnaud railroad and has not concluded any 
agreement for access to or use of the Arnaud Railroad. The Corporation is also currently in discussions 
with the Sept-Îles Port Authority, and with other port operators and customers, regarding storage, reclaim 
and ship-loading of its iron ore products at Pointe Noire. The Corporation has not concluded any 
agreements or arrangements for the unloading, storage, reclaim or ship loading, of any iron ore  utilising 
the new multi-user dock for 2013 or future years. There can be no assurance that arrangements on 
acceptable terms will be concluded or concluded on a timely basis. Failure to reach  satisfactory 
arrangements for rail connection to Pointe Noire or for the unloading, storage , reclaim and ship loading 
of iron ore in the Port of Sept-Îles , or the delay in establishing such facilities, may prevent the shipment 
of the Corporation’s iron ore and would have a negative impact on the Corporation’s  operations.  

The Corporation’s current iron ore production is sold to IOC and re-sold by IOC in the Chinese spot 
market on a CFR China basis. The net sales price received by the Corporation for the sale of its iron ore is 
after the payment for ocean freight shipping costs from the Port of Sept-Îles to China. The cost of ocean 
freight  has fluctuated widely in recent years and is affected by many factors beyond the control of the 
Corporation including, but not limited to, international economic and industrial trends, changes in global 
demand, currency exchange fluctuations, expectations for the level of demand in the consuming and 
emerging economies, particularly China, interest rates, global and local economic activity, speculative 
activities and changes in the world wide supply of  shipping vessels , including, in particular, the demand 
for and supply of cape-size ocean going ships and/or the construction of new ships. There can be no 
assurance that the cost of ocean freight, including bunker sea fuel, will not increase to a level which 
would make the transportation of iron ore from eastern Canada to China or other parts of Asia 
uneconomic.   
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Development and Operating Risks 

Mining operations, such as those at the James deposits and anticipated at Houston and other deposits, 
generally involve a high degree of risk. Such operations are subject to all of the hazards and risks 
normally encountered in the exploration for, and the development and production of, iron ore, including 
unusual and unexpected geologic formations, seismic activity, rock bursts, cave-ins, flooding and other 
conditions involved in the drilling and removal of material, any of which could result in damage to, or 
destruction of, mines and other producing facilities, damage to life or property, environmental damage 
and possible legal liability. Milling operations are subject to hazards such as equipment failure, changes 
in ore characteristics, such as rock hardness, and mineralogy which may impact production rates and iron 
ore recovery, or failure of retaining dams which may result in environmental pollution and consequent 
liability. 

Uncertainty in the Estimation of Mineral Resources 

There is a degree of uncertainty to the calculation of mineral resources and corresponding grades being 
mined or dedicated to future production. Until mineral resources are actually mined and processed, the 
quantity of mineral resources and corresponding grades must be considered as estimates only. In addition, 
the quantity of mineral resources may vary depending on, among other things, metal prices. Any material 
change in quantity of mineral resources, grade or stripping ratio may affect the economic viability of the 
Schefferville Projects. In addition, there can be no assurance that iron ore recoveries in small scale 
laboratory tests will be duplicated in larger scale tests under on-site conditions or during production. 
Fluctuation in iron ore prices, results of drilling, metallurgical testing and production and the evaluation 
of mine plans subsequent to the date of any estimate may require revisions of such estimates. The volume 
and grade of iron ore mined and processed and recovery rates may not be the same as currently 
anticipated. Any material reductions in estimates of mineral resources, or of the Corporation’s ability to 
extract iron ore, could have a material adverse effect on the Corporation’s results of operations and 
financial condition. 

Uncertainty Relating to Inferred Mineral Resources 

There is a risk that inferred mineral resources cannot be converted into mineral reserves as the ability to 
assess geological continuity is not sufficient to demonstrate economic viability. Due to the uncertainty 
which may attach to inferred mineral resources, there is no assurance that inferred mineral resources will 
be upgraded to resources with sufficient geological continuity to constitute proven and probable mineral 
reserves as a result of continued exploration. 

Need for Additional Mineral Reserves and Mineral Resources 

Because mines have limited lives based on proven and probable mineral reserves, the Corporation will be 
required to continually replace and expand its mineral resources as its mines produce iron ore. The life-of-
mine estimates included in the Corporation’s AIF in respect of the James and Houston deposits may not 
ultimately be realized.  The Corporation’s ability to maintain or increase its annual production of iron ore 
in the future will be dependent in significant part on its ability to bring new mines into production and to 
expand mineral resources at existing mines.  
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Risks Related to the Offering 

In addition, the following risk factors relating to the Offering should be carefully considered by investors: 

Ability to Continue Operations 
 

The ability of the Corporation to advance its business objectives for the future is dependent upon its 
ability to generate operating revenues in excess of its costs of operation.  This is contingent, in part, upon 
continued world demand for the Corporation’s iron ore products and prevailing market prices for such 
products to persist at levels in excess of the Corporation’s cost of production. 

 
In the unlikely event that prevailing market conditions are such that the Corporation is unable to sustain 
full scale mining operations, the Corporation would not be able to generate operating revenues and would 
be compelled to confine its operations to essential development and exploration activities.  In addition, all 
regulatory requirements would need to be fulfilled with respect to permit conditions and site 
environmental monitoring in order to maintain the assets in a condition where resumption of production 
could be considered at the appropriate time. 

 
Negotiation of a suspension or deferral of the ‘take-or-pay’ capacity reservation commitments under the 
rail contracts with TSH and QNS&L would also be required to preserve the Corporation’s cash resources 
through the remainder of 2013. 

 
Although current market conditions are considered by the Corporation to be favourable for successful 
mining and processing operations by the Corporation for 2013 there can be no assurance that such 
conditions will not deteriorate to the point where consideration of the suspension of regular operations 
will have to be contemplated. 

Reliance on Others and Factors Beyond Corporation’s Control 

The exploration and development of the Corporation’s mineral properties and the marketability of iron 
ore products produced from such properties will be affected by numerous factors beyond the control of 
the Corporation. These factors include availability of markets for iron ore products produced by the 
Corporation, variability in Chinese economic growth and the resulting impact on Chinese demand for iron 
ore, high levels of volatility in market prices for iron ore, availability of adequate rail, port and shipping 
transportation, government regulation and the imposition of new or amendments to existing taxes and 
royalties. The effect of these factors cannot be accurately predicted. 

During the 2011 and 2012 operating seasons, the Corporation sold all of its iron ore to IOC for re-sale in 
the China spot market, accordingly the Corporation was dependent on IOC for product handling, loading 
and port infrastructure for the transportation of its iron ore products to the Chinese markets and on IOC’s 
marketing expertise in iron ore sales.  The Corporation has not concluded any agreements for the loading, 
transportation or sale of any iron ore for 2013 and is in discussions with IOC with regard to the renewal 
of the sales arrangements which were operable in 2011 and 2012.  There can be no assurance that such 
sales arrangements will be negotiated or negotiated on satisfactory terms. 

The Corporation continues to review its options for the marketing of its iron ore production in future 
years and is evaluating the optimum route to achieve these sales, while still maintaining maximum 
flexibility and independence. Marketing discussions are continuing with potential customers, both in 
Europe and in Asia. The Corporation is also continuing discussions with a number of internationally 
recognized commodity traders with specialist knowledge of the iron and steel industry concerning 
possible sales arrangements.   
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There can be no assurance that arrangements on acceptable terms will be concluded or concluded on a 
timely basis.  In the absence of an alternative port, loading, transportation and sales solution, failure to 
reach a satisfactory agreement with IOC for 2013 would have a negative impact on the Corporation’s 
results of operations. 

Demand for and Market Price of Iron Ore  

The Corporation’s revenues are primarily derived from the sale of iron ore and changes in the demand for 
and market price of iron ore has affected and may affect the future profitability of the Corporation’s 
operations and financial condition.   

The price of iron ore has fluctuated widely in recent years and is affected by factors beyond the control of 
the Corporation including, but not limited to, international economic and industrial trends, changes in 
global demand, currency exchange fluctuations, expectations for the level of demand in the consuming 
and emerging economies, particularly China, interest rates, global and local economic activity, 
speculative activities and changes in the world wide supply of  iron ore due to mine expansions and/or 
new mine developments, particularly in Australia, Brazil and Africa.   

Economic and industrial development, including infrastructure and housing construction, in China driven 
by Chinese economic and monetary policy, are expected to be the key factors driving the demand for, and 
the price of, iron ore in the current and future years and any weakness in the Chinese economy would 
affect the profitability of the Corporation’s operations and financial condition.   

The rate of global economic growth has slowed over the past two years particularly in Asia and the 
United States while growth has been negative in Europe as a result of that region’s sovereign debt crisis 
which has created downward pressure on the world demand for steel and its principal raw material, iron 
ore.  As a result the world price of iron ore has experienced significant volatility over the past year and 
particularly with a sharp decline in the months of August and September, 2012.  The Corporation 
estimates that sales prices based on a spot price for iron ore of at least US$110 per dry tonne on a 62% Fe 
CFR China basis will be required in order to produce its iron ore products on a cash break even basis.  If 
currently prevailing prices, which are higher than this level, are not maintained the future profitability of 
the Corporation’s operations and financial condition would be negatively impacted.  See “General 
Development – Iron Ore Market Conditions”. 

Current Global Financial and Economic Condition 

Financial markets globally have recently been subject to increased volatility and numerous financial 
institutions have either gone into bankruptcy or have had to be rescued by governmental authorities. 
Access to financing has been negatively impacted by liquidity crises throughout the world. These factors 
may impact the ability of the Corporation to obtain loans and other credit facilities in the future and, if 
obtained, on terms favorable to the Corporation.  If these increased levels of volatility and market turmoil 
continue, the Corporation may not be able to secure appropriate debt or equity financing, any of which 
could affect the trading price of the Corporation’s securities in an adverse manner.   
 

Absence of Public Trading Market for Warrants 
 
Currently there is no public market for the Warrants, and there can be no assurance that an active market 
for the Warrants will develop or be sustained after this Offering. If an active public market for the 
Warrants does not develop, the liquidity of an investor’s investment in the Warrants may be limited and 
the price may decline below the portion of the Offering Price allocated to the Warrants. 
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The Corporation's securities may experience price volatility 

Securities markets have a high level of price and volume volatility, and the market price of securities of 
many companies have experienced wide fluctuations in price which have not necessarily been related to 
the operating performance, underlying asset values or prospects of such companies. Factors unrelated to 
the financial performance or prospects of the Corporation include macroeconomic developments in North 
America and globally and market perceptions of the attractiveness of particular industries. There can be 
no assurance that continued fluctuations in mineral prices will not occur. As a result of any of these 
factors, the market price of the securities of the Corporation at any given point in time may not accurately 
reflect the long term value of the Corporation. 

In the past, following periods of volatility in the market price of a company's securities, shareholders have 
instituted class action securities litigation against those companies. Such litigation, if instituted, could 
result in substantial cost and diversion of management attention and resources, which could significantly 
harm profitability and the reputation of the Corporation. 

Discretion in the Use of Proceeds 

Management will have broad discretion concerning the use of the proceeds of the Offering as well as the 
timing of their expenditures. As a result, an investor will be relying on the judgment of management for 
the application of the proceeds of the Offering. Management may use the net proceeds of the Offering in 
ways that an investor may not consider desirable. The results and the effectiveness of the application of 
the proceeds are uncertain. If the proceeds are not applied effectively, the Corporation’s results of 
operations may suffer. 

The Corporation had negative cash flow in its most recently completed financial period and therefore 
anticipates that a portion of the net proceeds from the Offering will be used to fund negative cash flow for 
the 2013 fiscal year. 

LEGAL MATTERS 

Certain legal matters relating to the issue and sale of the securities offered hereunder will be passed upon 
by Steenberglaw Professional Corporation, on behalf of the Corporation, and by Blake, Cassels & 
Graydon LLP, on behalf of the Underwriters. As of the date of this Prospectus, Neil J. F. Steenberg, the 
principal of Steenberglaw Professional Corporation and the partners and associates of Blake, Cassels & 
Graydon LLP, as a group, own less than 1% of the issued and outstanding common shares of the 
Corporation. 

AUDITORS, TRANSFER AGENT AND REGISTRAR 

The auditors of the Corporation are McGovern, Hurley, Cunningham, LLP, Chartered Accountants, Suite 
300, 2005 Sheppard Avenue East, Toronto, Ontario, Canada, M2J 5B4. 

The transfer agent and registrar for the common shares of the Corporation and the warrant agent for 
Warrants is Olympia Transfer Services Inc., at its principal office in Toronto, Ontario. 

INTERESTS OF EXPERTS 

Scientific and technical information disclosed in this Prospectus or incorporated herein by reference 
and arising subsequent to the date of, or not otherwise disclosed in, the technical report dated March 31, 
2012 and revised October 24, 2012 (incorporated by reference in this Prospectus) entitled “Revised 
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Technical Report:  Schefferville Area Direct Shipping Iron Ore Projects Resource Update in Western 
Labrador and North Eastern Québec, Canada for Labrador Iron Mines Holdings Limited” and the 
technical report dated March 31, 2012 (incorporated by reference in the Corporation’s AIF) entitled 
“Mineral Resource Update of the Houston Property, Labrador West Area, Newfoundland and Labrador, 
Canada for Labrador Iron Mines Holdings Limited” both by Maxime Dupéré, P. Geo of SGS Canada Inc. 
and Justin Taylor P. Eng. consultant to DRA Americas Inc. (both of whom are Qualified Persons and 
independent of the Corporation within the meaning of NI 43-101) has been prepared under the 
supervision of Rodney A. Cooper, P.Eng., President and Chief Operating Officer of the Corporation 
and Michel Cormier, P. Eng., Vice President Exploration, both of whom act as the Corporation’s 
qualified persons within the meaning of NI 43-101. 

To the knowledge of the Corporation, each of Messrs. Dupéré, Taylor, Cooper and Cormier held less than 
1% of the outstanding common shares of the Corporation at the time of the preparation of the reports 
and/or at the time of the preparation of the technical information contained or incorporated by reference in 
this Prospectus.  See also “Legal Matters”. 

The Corporation’s auditors are McGovern, Hurley, Cunningham, LLP, Chartered Accountants, who have 
prepared an independent auditors’ report to the shareholders of the Corporation on the consolidated 
statements of financial position of the Corporation as at March 31, 2012 and 2011 and the consolidated 
statements of operations and comprehensive (loss), consolidated statements of cash flows and 
consolidated statements of changes in equity for the years ended March 31, 2012 and 2011.  The report is 
dated June 18, 2012.  McGovern, Hurley, Cunningham, LLP have advised that they are independent with 
respect to the Corporation within the meaning of the Rules of Professional Conduct of the Institute of 
Chartered Accountants of Ontario. 

PURCHASERS' STATUTORY RIGHTS 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw 
from an agreement to purchase securities. This right may be exercised within two business days after 
receipt or deemed receipt of a prospectus and any amendment. In several of the provinces of Canada, the 
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, 
revisions of the price or damages if the prospectus and any amendment contains a misrepresentation or is 
not delivered to the purchaser, provided that the remedies for rescission, revisions of the price or damages 
are exercised by the purchaser within the time limit prescribed by the securities legislation of the 
purchaser's province. The purchaser should refer to any applicable provisions of the securities legislation 
of the purchaser's province for the particulars of these rights or consult with a legal adviser. 
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AUDITORS' CONSENT 

We have read the short form prospectus of Labrador Iron Mines Holdings Limited (the “Corporation”) 
dated February 6, 2013 qualifying the distribution of Units of the Corporation. We have complied with 
Canadian generally accepted standards for an auditors' involvement with offering documents. 

We consent to the incorporation by reference in the above mentioned short form prospectus of our report 
to the shareholders of the Corporation on the consolidated statements of financial position of the 
Corporation as at March 31, 2012 March 31, 2011 and April 1, 2010 and the consolidated statements of 
operations and comprehensive loss consolidated statements of cash flows and consolidated statements of 
changes in equity for the years ended March 31, 2012 and 2011. Our report is dated June 18, 2012. 

Toronto, Ontario  (Signed) McGovern, Hurley, Cunningham, LLP 
February 6, 2013 Chartered Accountants, Licensed Public Accountants 
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CERTIFICATE OF THE CORPORATION 

Dated: February 6, 2013 

This short form prospectus, together with the documents incorporated by reference, constitutes full, true 
and plain disclosure of all material facts relating to the securities offered by this short form prospectus as 
required by the securities legislation of each of the provinces of Canada other than Québec. 

 

(Signed) John F. Kearney  (Signed) Richard Pinkerton 
Chief Executive Officer  Chief Financial Officer 

 

 

On behalf of the Board of Directors 
 

 

(Signed) Gerald Gauthier  (Signed) Eric Cunningham 
Director  Director 
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CERTIFICATE OF THE UNDERWRITERS 

Dated: February 6, 2013 

To the best of our knowledge, information and belief, this short form prospectus, together with the documents 
incorporated by reference, constitutes full, true and plain disclosure of all material facts relating to the securities 
offered by this short form prospectus as required by the securities legislation of each of the provinces of Canada 
other than Québec. 

CANACCORD GENUITY CORP. 
 
 

By: (Signed) “Craig Warren” 
 

 

RBC DOMINION SECURITIES 

INC.  
SCOTIA CAPITAL INC. 

  

By:(Signed) “Gavin Ezekowitz” By:(Signed) “Elian Terner” 
 

 

MACQUARIE CAPITAL MARKETS 

CANADA LTD. 

 

By:(Signed) “David Cobbold” 
 

 

JENNINGS CAPITAL INC.  RAYMOND JAMES LTD. 

  

By:(Signed) “Douglas A. Harris” By:(Signed) “David Griefenberger” 

 

 

 

 


