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THIS RESEARCH REPORT IS A “MARKETING COMMUNICATION” 
This independent research report has not been prepared in accordance with the FSA Conduct of Business Sourcebook Rules concerning the promotion of research 

independence and is not subject to any prohibition on dealing ahead of the dissemination of research, although as a matter of policy Beaufort International 

Associates Ltd requires its directors and staff not to deal ahead of the dissemination of research. Please see the “Important Information” section on page 2 for 

further information 

                                                                                                           Recommendation: BUY 
 LIM Remains on Schedule for Production this Year        Current Price 23p, Price Target 54p 
 
 
 
 
 
 
 
 
 

 

• Full year 2009/2010 figures held few surprises.  The main feature being a CAD$3.9m (compared with CAD$0.8m for full year 

2008/09) future income tax recovery, offset by corporate and administrative expenses of CAD$1.69m (CAD$1.23m) and a stock-

based compensation expense of CAD$86k (CAD$656k).  The significant increase in recovery was a result of a lowered Ontario 

tax rate that was enacted in November 2009.  Despite investing a total of CAD$17.1m in its mineral properties plus further 

acquisitions during the period, LIM retained a healthy cash/cash equivalents position of CAD$48.3m at the period end as a result 

of Short Form Prospectus Financing completed in March.  This raised gross proceeds of CAD$35.1m. 

Labrador Iron Mines 

Selected Annual Financial Data (CAD$’000) March 2010 March 2009 March 2008 

(Loss) before income taxes (2,748) (1,136) (4,978) 

Net income (loss) 1,165 (352) (1,282) 

Net income (loss) per share (Canadian cents) 3 (1) (9) 

Cash/cash equivalents 48,299 35,202 47,483 

Total assets 210,034 177,686 175,722 

Total long-term financial liabilities 1,000 - - 

Cash dividends declared per share - - - 

Source: Labrador Iron Mines 
 

• Having received Governmental Environmental Approval and Project Release for DSO Iron Ore Operations last February, 

permitting and licence applications are now at an advanced stage.  Still outstanding are those for mine site construction and 

operation of the rail spur that comprises part of the first phase of Stage 1 of the Schefferville projects.  Assuming all remaining 

permits/approvals are issued shortly, construction and beneficiation facilities will commence this summer.  This will allow initial 

production to get underway before the seasonal shut down of operations at end-November.  A ramp-up to full scale production by 

April 2011 would then take output to 2 million tonnes of ore for the calendar year.  Beyond this, agreements with relevant rail and 

port operators for transportation and handling of output still need to be concluded.  Beaufort’s model for LIM anticipates a 

successful outcome in all such negotiations and is based on 15-year LOM with annual output peaking at 6Mt/year in 2018.   

   

• LIM’s recently revised resource estimate for its Houston deposit, combined with those previously announced for the James and 

Redmond deposits, takes the total Measured and Indicated (NI 43-101compliant) resource for LIM's Stage 1 deposits to 25.71 

million tonnes at a grade of 58.5% Fe.  Of this, the Houston deposit totals 14.68 million tonnes at a grade of 59.3% iron in the 

Measured and Indicated categories.  A further 1.5 million tonnes of resources have been classified in the Inferred category.  A  

exploration programme of reverse circulation drilling and trenching is planned for this summer and targets extensions to existing 

resources as well as the Quebec deposit and properties acquired last December.  Given a declared base of 150Mt of high grade 

DSO at Schefferville, the compliant resource estimate should be seen to grow substantially in coming years. 

   

• LIM continues discussions with potential end users including a number of Chinese customers/importers, as well as European 

producers.  Demand for both medium and longer-term guaranteed supply appears healthy.  While it is realistic to anticipate the 

softening of ore global prices to be sustained between now and 2012, upward pressure is anticipated from 2013 onward.  Beaufort’s 

LIM model, however, adopts more prudent forward pricing expectations when creating its NPV and price target for the Group. 

 

• Earlier this month, ongoing consultations of First Nations’ commercial terms took a turn for the worse.  The Innu Strategic Alliance 

set up a barricade on the road leading to LIM’s Schefferville projects.  Though possibly considered a late stage negotiating 

manoeuvre, the Innu Chief has declined to discuss or negotiate LIM’s already comprehensive compensatory package further.  A 

near-term solution may still be found, although our ‘worse case’ scenario would see site construction delayed until Q1’2011.        

Anglesey’s 41%-owned associate, Labrador Iron Mines <TSX:LIM>, has released its full year 2009/10 figures and MD&A.  
These paint a confident picture of a well resourced miner anticipating the start of initial production ahead of this year’s 
winter shut down.  More recent underperformance of both AYM and LIM, resulting both from the fall back of iron ore 
prices that achieved new highs following the collapse of annual contract negotiations and the apparent impasse recently 
reached with the Quebec Innu, have created an important buying opportunity.  AYM’s share price now significantly 
undervalues LIM’s Canadian project opportunity before having attributed any value to the Group’s other mining assets.    
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Important Information 
 
This report was produced by Beaufort International Associates Ltd (Beaufort) for information purposes only. It is not intended to address the investment 
circumstances of any particular individual or entity. Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of 
this report and may be subject to change without notice. We endeavour to update the material in this report on a timely basis, but regulatory, compliance or other 
reasons may prevent us from doing so. This report should not be construed as an offer to sell or solicitation to buy any security or other financial instrument. 
Whilst Beaufort uses reasonable efforts to obtain information from sources which it believes to be reliable, it makes no representation that the information or 
opinions contained in this report are accurate, reliable or complete. 

Beaufort, the directors and employees thereof and/or any connected persons may have an interest in the securities, warrants, futures, options derivatives or other 
financial instrument of any of the companies referred to in this report and may from time-to-time add to or dispose of such interests. Beaufort may share 
remuneration in connection with the sale of its research reports through third parties or their associates.  In addition, Beaufort may act as advisors or lenders to 
have positions in and effect transactions in securities of companies mentioned herein on a principal or agency basis and also provide, may have provided, or may 
seek to provide investment banking services for those companies. Any relationships, circumstances, conflicts of interest or material positions of Beaufort, its 
officers, employees or connected companies with regard to the investment mentioned which may reasonably be expected to impair the objectivity of the research 
contained in this report are disclosed in the annex to this report. If any of the companies mentioned in this report have a shareholding in Beaufort, or any of its 
connected companies, these details will be disclosed in the annex to this report. Our staff may have travel expenses etc paid by the company where travel assists in 
the production of this report. A copy of Beaufort’s Conflicts Policy can be obtained from our Compliance Department. 

 
The research in this report is not intended to provide or be taken as providing any guidance and is not a substitute for professional financial or tax advice based on 
your own circumstances which you should always seek. Any references to the impact of taxation are made in the context of current legislation and may not be 
valid should levels or basis of taxation change in the future. When we comment on AIM or PLUS shares, you should be aware that because the rules for those 
markets are less demanding than the official list of the London Stock Exchange, the risks are higher. Furthermore the marketability of these shares is often 
restricted. The investments mentioned in this report may not be suitable for all recipients or be appropriate to their personal circumstances and before acting on any 
advice or recommendations in this report, clients should consider whether it is suitable for their particular circumstances and if necessary seek professional advice. 

  

Past performance is not necessarily a guide to future performance. Forecasts are not a reliable indicator of future performance. The value of investments and 
income arising from them can go down as well as up. Some securities carry a higher degree of risk than others. Clients may not recover the amount invested. 
Forecasts of future performance should not be relied upon. Changes in rates of exchange can have an adverse effect on the value, price or income of any non-
sterling denominated investments. 
 
This report is not directed to, or intended for distribution to or use by any person who is a citizen or resident of, or located in any locality, state, country or other 
jurisdiction where by reason of that person’s nationality, residence, location or otherwise, such distribution, publication, availability or use is prohibited. Persons or 
in respect of whom such prohibitions apply should disregard this report.  Without prejudice to the generality of this, neither this report, nor any copy of it, may be 
taken or transmitted into the United States, Canada, Australia, Ireland, Japan or any jurisdiction where it would be unlawful to do so. No part of the material in this 
report may be duplicated in any form or by any means. Neither should any of the material in this report be altered in any way or redistributed without the prior 
consent of Beaufort. Beaufort accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any of this material in this report. 
 
Beaufort International Associates Ltd is Authorised and Regulated by the Financial Services Authority. Beaufort Equity is a trading name of Beaufort International 
Associates Limited. The registered office of Beaufort International Associates Limited is at 49, Whitehall, London SW1A 2BX, United Kingdom. Beaufort 
International Associates Limited is registered in England with number 03604683. 
 

Analyst Certification  
 
I, Barry Gibb, Director at Beaufort International Associates Ltd hereby certify that the views expressed in this report accurately reflect my personal views about 
the subject company and its securities. I also certify that I have not been and will not be receiving direct or indirect compensation in exchange for expressing the 
specific recommendations in this report. 
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1. Within the past twelve months Beaufort has managed or co-managed a public offering for this company, for which it receives fees or the promise of fees 
2. Beaufort acts as corporate broker to this company 

3. Beaufort regularly holds trading positions (which may include options) in this company 
4. Beaufort holds more than 5% of the securities of this company 
5. The company holds more than 5% of Beaufort 
6. Beaufort may currently be providing, expects to provide within the next three months, or may have provided within the previous twelve months, investment 

banking services to this company, which have given rise to payment or the promise of payment 
7. The author and/or an individual responsible for production of this  has direct ownership of stock in this company 
8. The author and/or an individual responsible for production of this report received or purchased shares in the issuer prior to a public offering of shares 

 
 


