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6,000 metre drill program
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Earlier this month, we had a discussion with Hubert Vallée, President and CEO 
of Lamêlée Iron Ore, about the Company’s plans for the Lamêlée Iron Ore 
deposit.  The Lamêlée Iron Ore (Lamêlée) property is located on the southern 
end of the Labrador Trough. The Labrador Trough is approximately 1,600 
kilometres long and 120 kilometres wide, spanning from Ugava Bay in north-
ern Canada to Central Quebec in the southwest. Since producƟon from the 
Trough began in 1954, over 2 billion tonnes of iron ore have been produced. 
The property lies about 80 kilometres south of Labrador City in the northeast-
ern part of Québec, near the border with Labrador. The project is located 50 
kilometres southwest of ArcelormiƩal’s Mont Wright mine and 11 kilometres 
northwest of its Fire Lake mine.

The Lamêlée property consists of 59 claims covering 3,102 hectares, divided 
into north and south blocks. MineralizaƟon is hosted within a highly meta-
morphosed banded iron formaƟon, with iron present in hemaƟte and 
magneƟte form. Mineralized horizons range in width from 50 metres to 200 
metres and extend for 2.5 kilometres. The geological conƟnuity of the deposit 
is comprehensive and grade are relaƟvely uniform.

Lamêlée Project a Recent Acquisi on for the Company. From 2006 to 2011, 
Fancamp ExploraƟon and Sheridan PlaƟnum Group explored the Lamêlée 
property under a joint venture. The partners conducted magneƟc, radiomet-
ric bad geophysical surveys, collected grab samples which returned Fe grades 
up to 45%. The partners also traced the deposit’s magneƟc signature over 2.5 
kilometres.   

In September 2013, Lamêlée signed an agreement for the purchase of the 
Lamêlée property from Fancamp ExploraƟon. As a result of the transacƟon, 
Fancamp owns approximately 45% of Lamêlée’s shares. Fancamp is restricted 
from selling the securiƟes for a period of five years under a Rights Agreement 
signed in May 2014. Lamêlée now holds a 100% interest in the property 
subject to a 1.5% net sales royalty payable to Fancamp ExploraƟon and 1.5% 
NSR payable to Sheridan PlaƟnum Group.

Good Infrastructure Will Make Development Less Challenging. The property 
is complemented by good infrastructure. Lamêlée is located adjacent to the 
Trans-Quebec Labrador Road (highway 389 in Quebec and highway 500 in 
Newfoundland and Labrador), and a gravel road also crosses the property, 
providing addiƟonal access. An exisƟng 161 kV power line is also in close 
proximity. The nearby CarƟer railway connects the Mont Wright mine (50 
kilometres to the southwest) to the city of Port-CarƟer, and an iron ore 
processing plant at the mine site and port on the northern shore of the St. 
Lawrence River. The CarƟer railway is used exclusively for iron-ore and freight 
transport, and the port is able to accommodate panamax ships (60,000 tonne 
capacity).
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High-Grade Resource a Good Start. The property hosts a resource of 520 million tonnes grading 39.5% Fe2O3 (27.6% FeT) 
based on a cut-off grade of 22% Fe2O3, The  iniƟal May 2013 resource was based on 18,305 metres of drilling in 57 holes and 
2 trenches, which were completed during 2011 and 2012. The previous owner drilled the mineralizaƟon on a 100 metre 
spacing and outlined a resource from surface to 540 metres depth. Two holes drilled to 650 metres intersected mineralizaƟon, 
and the deposit remains open to depth. 

With only minimal drilling competed at Lamêlée, the deposit compares well in size and grade to other deposits in the Trough. 
At the nearby Bloom Lake mine, reserves total 1,015 million metric tons grading 28.5% Fe at a cut-off grade of 20%. At the 
nearby Lamêlée and Peppler Lake projects, resources total 598.5 million metric tons grading 28.6% FeT at a cut-off grade of 
18%.

Targe ng Produc on of 5 to 8 Mtpa of Concentrate. Lamêlée is pursuing the producƟon of a high grade and low cost iron 
concentrate. The Company is targeƟng development of a plant with annual producƟon capacity of 5 to 8 million tonnes of 
concentrate at an iniƟal capex under $1 billion, including infrastructure required to support the project. The Company is anƟci-
paƟng producƟon of a 65% Fe concentrate at an operaƟng cost in the $65 per tonne range, loaded into a ship (FOB). 

Lamêlée is in discussions with groups who could aid in financing addiƟonal scoping, exploraƟon and the development of the 
project itself. As well, it will look at JV and oŏake agreements, and royalƟes as potenƟal means of financing.
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During the remainder of the year, Lamêlée will also proceed with addiƟonal drilling. A 6,000 metre drill program is underway 
to upgrade the resource to feasibility-level and to confirm the down dip extension of the mineralizaƟon.

Next year, the Company will work to advance environmental baseline studies and permiƫng, metallurgical test work, hydro-
geology test work and geotechnical test work. Lamêlée is also planning to update the resource, and to publish a bankable 
feasibility study by Q4/15. Lamêlée has already begun environmental baseline studies for the project and will issue a govern-
ment noƟce by the end of the year. Management anƟcipates that $8 million will be required to complete these acƟviƟes, 
which will need to be funded through an equity raise or a cash infusion from a partner.

Ongoing Discussions Underway with Stakeholders. In June 2014, Lamêlée signed an agreement in principle with the city of 
Port-CarƟer whereby the city has agreed to support the Company’s construcƟon of a handling yard, a rail loop, and access to 
a wharf on the St. Lawrence River. Under the agreement, Lamêlée will be able to lease the lands and wharf from Port-CarƟer 
on a long-term basis, and will be guaranteed access to a wharf for the shipment of ore.

Concurrently, Lamêlée is also negoƟaƟng to secure capacity on the exisƟng railway network. The railway is operated by a local 
carrier, and there is excess carrying capacity on the network. Lamêlée is targeƟng an agreement within the next twelve 
months.

Source: Company Filings
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Strong Management Team…and Second Time Around in the Trough. If anyone can develop an iron ore deposit in the current 
market environment, it is the management team at Lamêlée. The team behind the project previously brought the Bloom Lake 
iron mine into producƟon between 2005 and 2010. The Bloom Lake mine has a producƟon capacity of 7.2 million tonnes of 
concentrate grading 66.5% Fe and mineral reserves currently total 1,015 million metric tons grading 28.5% Fe at a cut-off 
grade of 20%. The mine was sold to Cliffs Natural Resources in 2010 as part of the $4.9 billion acquisiƟon of consolidated 
Thompson Iron Mines.

In February 2014, Cliffs announced the suspension of the Phase II expansion to 14 Mtpa at the Bloom Lake mine. The 
Company also announced that it would idle its Wabush mine in the Labrador Trough due to an unsustainable cost structure in 
the current iron ore pricing environment. In 2014, Cliffs anƟcipated that the costs at its Eastern Canadian iron ore operaƟons 
would be in the $85 to $90 per ton range and that revenues would be in the $95 to $100 per ton range.  

Iron Ore Supply Glut Will Not Last Forever. While currently there is a supply gut in the iron ore market, Lamêlée’s manage-
ment believes that the market will recover longer-term. Lamêlée believes that pre-producƟon could begin as soon asn2017, 
allowing the company to benefit from improved pricing. Longer-term, the Company believes that iron ore prices (62% Fe) will 
return to a range of $110-$120/t CFR and $85 to $95/t FOB, from current levels of approximately $80/t CFR. Iron ore prices 
have declined by close to 40% this year, and current price levels are not sustainable given the industry cost curve.

While the global iron ore market remains oversupplied, the Trough is able to produce a high-quality product at a lower cost. 
Ore from the Trough typically has high levels of iron, and lower levels of contaminants like aluminium oxide, phosphorus and 
sulphur. In addiƟon, concentrate grades for ore shipped from the Trough tend to be higher, in the 65% Fe range.

In addiƟon, the supply side price pressures on the iron ore market may ease as India emerges as an iron ore importer. Basant 
Poddar, the vice president of the FederaƟon of Indian Mineral Industries, esƟmated that India may import a total of 30 to 45 
million tonnes of iron ore over the next three years. In 2012/2013, India imported 0.37 million tonnes of iron ore. JSW Steel, 
the third largest producer of steel within the country, plans to import 6 million tonnes of iron ore in 2014/2015.

India was the third largest exporter of iron ore unƟl a crackdown on illegal mining banned the acƟvity in Karnataka and Goa 
states, sending Indian output plummeƟng by about one-third. Resuming operaƟons at these shuƩered mines is likely to be 
slow as the renewal of mining leases is mired in bureaucracy. In Karnataka state, 22 of 122 mines have restarted operaƟons, 
while none have reopened in Goa since the 2011/2012 crackdowns.

Early this week, spot iron ore prices responded to expectaƟons that Chinese steel mills would restock their stockpiles ahead 
of the NaƟonal Day holiday from October 1st to 7th. In addiƟon, China typically rebuilds its stocks heading into winter, with 
iron ore prices typically performing strongly in the fourth quarter. Some market watchers anƟcipate that iron ore prices will 
rally toward the end of the year due to declining inventory at the ports, perhaps to level around $100 per ton.  

Some of the high cost supply in the iron ore market is likely to come offline in a sustained lower price environment. Wood 
Mackenzie esƟmates that 30% of the mines in China’s coastal ciƟes have already been shuƩered, and that high-cost produc-
Ɵon in other areas will likely be shuƩered as well in a sustained low price environment.

Summary. VolaƟlity is inherent in commodiƟes. The majority of market players did not anƟcipate the violent decline in iron 
ore spot prices that has occurred this year, nor the rapid flood of supply to the market. While the short-term pain is clearly 
evident, the picture could improve much sooner and at a more rapid pace than expected by the consensus. 
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Secutor Capital Management Corpora on Commentary Disclaimers
The informaƟon and opinions contained in this commentary were obtained or arrived at from sources we believe 
to be reliable at the Ɵme and neither Secutor Capital Management CorporaƟon (Secutor) nor its employees, agents 
or informaƟon suppliers can guarantee that such informaƟon is accurate or complete and it should not be relied on 
as such.  InvesƟng in companies within the mining and resource sector typically carries a great deal of risk, includ-
ing forecast, financial, valuaƟon, exchange and poliƟcal risks. Past performance should not be seen as an indicaƟon 
of future performance.  Any securiƟes in this commentary can fluctuate in value and accordingly you are not 
certain to make a profit by purchasing or selling them: you could make a loss.  Secutor analysts are salaried 
employees who may receive a bonus that may be derived, in part, from corporate finance income.

Analyst Certification

I, Maria Kalbarczyk, cerƟfy that the views expressed in this commentary accurately reflect my personal views about 
the subject issuers.  I also cerƟfy that I have not, am not, and will not receive, directly or indirectly, compensaƟon in 
exchange for expressing my views in this commentary. 

Secutor does, and seeks to do business, with companies covered in this commentary.  As a result, investors should 
be aware that the firm may have a conflict of interest.  Secutor and/or its employees from Ɵme to Ɵme may hold, 
buy and sell shares, opƟons or warrants of any company included in this commentary.

1 The Analyst preparing this report (or member of the Analysts' household) have a long or short posiƟon in the 
securiƟes of the company or serve as a director, officer or advisory board member  

2 As at the end of the month immediately preceding this publicaƟon either Secutor, one of its affiliated companies, its 
directors or officers beneficially own 1% or more of the company 

3 Secutor or one of its affiliated companies has managed or co-managed or parƟcipated as selling group in a public 
offering of securiƟes for this company in the past 12 months 

4 An officer or director of Secutor or the Analyst preparing this commentary has received compensaƟon from this 
company in the past 12 months 

5 Secutor or one of its affiliated companies expects to receive compensaƟon or intends to seek compensaƟon for 
investment banking services from this company in the next 3 months 

6 The Analyst or Secutor has been reimbursed by the issuer for travel costs incurred as a result of a site visit in the last 
12 months 

This commentary is intended for use only in provincial jurisdicƟons where Secutor is registered and not to be 
construed as an offer or solicitaƟon to buy or sell any security.  The securiƟes menƟoned in this commentary may 
not be suitable for all investors and may not be eligible for sale in some jurisdicƟons.  Our commentary (an analyst 
comment about an issuer that does not include a raƟng or recommendaƟon) is only intended for professional 
investors.  Secutor accepts no liability whatsoever for any loss arising from any use or reliance on this commentary 
or the informaƟon contained herein.  Any reproducƟon, in whole or part, of this commentary, without permission, 
is prohibited.

Secutor is a member of the Investment Regulatory OrganizaƟon of Canada and the Canadian Investor ProtecƟon 
Fund.
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