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LABRADOR IRON MINES HOLDINGS LIMITED 
Condensed Interim Consolidated Statements of Financial Position 
(Unaudited, expressed in Canadian dollars) 

 
 

  

September 
30, 2014 

$ 

 

 

March 31, 
2014 

$ 
ASSETS   

Current assets   

Cash and cash equivalents  2,728,696  7,477,622
Restricted cash (Note 5)  1,196,806  2,847,958
Accounts receivable and prepaid expenses (Notes 6, 23 and 24)  1,508,809  4,077,383
Inventories (Note 7 and 24) 100,000  2,109,158

Total current assets  5,534,311  16,512,121

Non current assets   

Restricted cash (Note 5)  4,174,530  4,199,517

 
Long term prepaid expenses, advances and deferred  
expenses (Notes 8 and 24) 

 
150,000 

 
20,576,625

Mineral property interests (Notes 9 and 24)  1  82,738,091
Property, plant and equipment (Notes 10 and 24)  8,224,780  100,541,203

Total non current assets  12,549,311  208,055,436 

Total assets  18,083,622  224,567,557

  

LIABILITIES   

Current liabilities   

Accounts payable and accrued liabilities (Notes 11 and 23)  35,496,630  21,354,199
 Deferred revenue (Note 12(a))  22,423,372  -

Finance lease obligation (Note 13)  908,338  954,608
Rehabilitation provision (Note 14)  760,976  736,422
Rail construction advance (Note 12(b))  5,000,000  2,000,000
Other liabilities (Note 15)  53,868  129,283

Total current liabilities  64,643,184  25,174,512

Non current liabilities   

Long term payables (Note 16)  -  14,727,240
 Deferred revenue (Note 12(a))  -  22,129,066
 Finance lease obligation (Note 13)  933,458  1,351,429

Rehabilitation provision (Note 14)  3,206,146  3,199,104

Total non current liabilities  4,139,604  41,406,839 
      

Total liabilities  68,782,788  66,581,351 

      

SHAREHOLDERS' EQUITY   

Share capital (Note 17)  393,524,694  393,524,694
Reserves (Note 18)  12,397,893  13,426,543
Deficit  (456,621,753)  (248,965,031)

Total shareholders’ equity  (50,699,166)  157,986,206

Total liabilities and shareholders’ equity  
18,083,622 

 
224,567,557

 

Going concern (Note 1) 
 

Commitments and contingencies (Notes 12, 13, and 21) 
 

The financial statements were approved by the Board of Directors on November 11, 2014, and signed on its behalf 
by: 
 

Signed “John F. Kearney”  Signed “Eric Cunningham” 
Director   Director  
 

The accompanying notes form an integral part of these condensed interim consolidated financial statements.
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LABRADOR IRON MINES HOLDINGS LIMITED 
Condensed Interim Consolidated Statements of Operations and Comprehensive Loss 
(Unaudited, expressed in Canadian dollars) 

 
Three months ended  Six months ended 

 September 
30, 2014 

$ 
 

September 
30, 2013 

$ 
 

September 
30, 2014 

$ 
 

September 
30, 2013 

$ 

Revenue, net (Note 22) -  40,300,235   -  58,191,204 

Operating expenses    

Mining -  (10,363,779)  -  (15,440,230) 

Processing -  (13,320,485)  -  (23,549,905) 

Site and camp operations (1,626,987)  (3,862,463)  (3,837,347)  (8,077,048) 

Rail and transportation -  (21,061,385)  -  (37,154,077) 

 
Royalties, social development and 
training 

(1,345,624)  (1,685,412) 
 

(1,345,624)  (2,122,979) 

Depletion and depreciation (1,228,332)  (20,741,312)  (2,494,759)  (26,344,397) 

Loss before the undernoted (4,200,943)  (30,734,601)  (7,677,730)  (54,497,432) 

   

Corporate and administrative costs  (1,199,296)  (1,851,171)  (2,395,158)  (3,943,180) 

Finance lease expenses (Note 13) (54,977)  (79,380)  (116,307)  (164,457) 

 
Accretion on rehabilitation provision 
(Note 14) 

(15,840)  (10,750) 
 

(31,596)  (21,453) 

Foreign exchange gain/(loss) (1,173,736)  371,692  (431,250)  (519,941) 

Put option contracts -  (2,096,540)  -  (3,569,803) 

Share based payments (Note 15) 75,415  (149,248)  75,415  (387,379) 

 
Gain on sale of mineral property 
interests (Note 9) 

-  9,591,104 
 

-  9,591,104 

 Impairments (Note 24) (198,168,728)  -  (198,168,728)  - 

 Interest earned 28,627  30,945  59,982  77,577 

 
(200,508,535) 

 
5,806,653 

 
(201,007,642)  1,062,468 

        

Net loss and comprehensive loss 
for the period 

(204,709,478) 
 

(24,927,949)  (208,685,372)  (53,434,964) 

  

Net loss per share   

 
Basic (1.62)  (0.20)  (1.65)  (0.42) 

 
Diluted (1.62)  (0.20)  (1.65)  (0.42) 

  

Weighted average number of shares 
outstanding 

       

 Basic 126,323,123  126,200,807  126,323,123  126,200,807 

 Diluted 126,323,123  126,200,807  126,323,123  126,200,807 

 
The accompanying notes form an integral part of these condensed interim consolidated financial statements.
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LABRADOR IRON MINES HOLDINGS LIMITED 
Condensed Interim Consolidated Statements of Cash Flows 
(Unaudited, expressed in Canadian dollars 
   Three months ended Six months ended
 

 
 September 

30, 2014 
$ 

 
September 

30, 2013 
$ 

 
September 

30, 2014 
$ 

 
September 

30, 2013 
$ 

Cash (used in) operating activities         
Net loss for the period  (204,709,478)  (24,927,949)  (208,685,372)  (53,434,964) 
Items not involving cash:         
 Share based payments  (75,415)  149,248  (75,415)  387,379 
 Depletion and depreciation  1,283,568  20,813,374  2,605,273  26,488,112 
 Accretion on rehabilitation provision  15,840  10,750  31,596  21,454 
 Interest on finance lease obligation  54,977  79,381  116,307  164,457 
 Interest receivable  (14,455)  (30,964)  (28,205)  (55,271) 
 Foreign exchange  1,173,736  (895,874)  431,250  (895,874) 
 Put option contracts  -  2,096,540  -  3,569,803 

 
Gain on sale of mineral property 
interests (Note 9) 

 
-  (9,591,104)  -  (9,591,104) 

 Impairments (Note 24)  198,168,728  -  198,168,728  - 
Changes in working capital  1,150,767  (662,339)  1,118,755  11,022,091 

Cash (used in) operating activities  (2,951,732)  (12,958,937)  (6,317,083)  (22,323,917) 
         

Cash provided by (used in) investing 
activities 

 
       

Proceeds on sale of mineral property 
interests (Note 9) 

 
-  30,000,000  -  30,000,000 

Long term infrastructure advances  -  (1,000,000)  -  (1,000,000) 
Transfer (to)/from current restricted cash 
(Note 5) 

 
625,640  (6,500,000)  1,651,152  (6,500,000) 

Additions to mineral property interests  (577,334)  (1,268,911)  (902,305)  (7,186,198) 
Additions to property, plant and equipment  (1,103,497)  (8,921,399)  (1,653,334)  (13,284,789) 
Increase/(decrease) in non current 
restricted cash 

 
12,515  (901,300)  53,192  (1,791,008) 

Cash provided by (used in) investing 
activities 

 
(1,042,676)  11,408,390  (851,295)  238,005 

         

Cash provided by (used in) financing 
activities  

 
       

(Repayment of)/advances from deferred 
revenue 

 
-  (4,166,311)  -  31,657,975 

Purchase of put option contracts  -  -  -  (3,569,803) 
Proceeds from rail construction advance  2,000,000  2,000,000  3,000,000  2,000,000 
Repayment of finance lease obligation  (290,274)  (290,274)  (580,548)  (967,582) 
Cash provided by (used in) financing 
activities 

 
1,709,726  (2,456,585)  2,419,452  29,120,590 

         

Changes in cash and cash equivalents  (2,284,682)  (4,007,132)  (4,748,926)  7,034,678 
Cash and cash equivalents, beginning of 
period 

 
5,013,378  27,268,384  7,477,622  16,226,574 

Cash and cash equivalents, end of period 
 

2,728,696  23,261,252  2,728,696  23,261,252 

         

Cash and cash equivalents consist of:         
Cash  -  6,038,722  -  6,038,722 

Cash equivalents  2,728,696  17,222,530  2,728,696  17,222,530 

 
 

2,728,696  23,261,252  2,728,696  23,261,252 

         

Supplemental disclosure of cash flow 
information 

 
       

Changes in accrued non current assets  (153,800)  (3,405,905)  (341,808)  587,178 
Asset retirement obligation charged to 
mineral property 

 
-  -  -  1,021,269 

Depreciation included in corporate and 
administrative costs 

 
55,236  72,062  110,514  143,715 

 
The accompanying notes form an integral part of these condensed interim consolidated financial statements. 



LABRADOR IRON MINES HOLDINGS LIMITED 
Condensed Interim Consolidated Statements of Changes in Equity 
(Unaudited, expressed in Canadian dollars) 
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The accompanying notes form an integral part of these condensed interim consolidated financial statements. 

   Reserves    

 
Share capital  Warrants  Stock options Deficit  

Shareholders’ 
equity 

 
Number  Amount  Number  Amount  Number  Amount Amount  Total 

   $    $    $ $  $ 

Balance, March 31, 2013 126,200,807 
 

393,500,526 
 

16,505,000 
 

6,552,450 
 

1,716,875 
 

9,699,202 (146,959,483) 
 

262,792,695 

Expiry of warrants -  -  (662,500)  (1,172,625)  -  -  1,172,625  - 

Expiry of vested options -  -  -  -  (100,469)  (497,582)  497,582  - 

Forfeiture of unvested options -  -  -  -  (28,281)  (38,207)  -  (38,207) 

Share based payments -  -  -  -  -  343,717  -  343,717 

Loss for the period -  -  -  -  -  - (53,434,964)  (53,434,964) 

Balance, September 30, 2013 126,200,807 
 

393,500,526 
 

15,842,500 
 

5,379,825 
 

1,588,125 
 

9,507,130 (198,724,240) 
 

209,663,241 

Exercise of deferred share units 122,316  24,168  -  -  -  -  -  24,168 

Expiry of vested options -  -  -  -  (340,703)  (1,541,287)  1,541,287  - 

Forfeiture of unvested options -  -  -  -  (18,047)  3,183  -  3,183 

Share based payments -  -  -  -  -  77,692  -  77,692 

Loss for the period -  -  -  -  -  -  (51,782,078)  (51,782,078) 

Balance, March 31, 2014 126,323,123 
 

393,524,694 
 

15,842,500 
 

5,379,825 
 

1,229,375 
 

8,046,718 
 

(248,965,031) 
 

157,986,206 

Expiry of warrants -  -  (2,042,500)  (756,825)  -  -  756,825  - 

Expiry of vested options -  -  -  -  (77,500)  (271,825)  271,825  - 

Loss for the period -  -  -  -  -  - (208,685,372)  (208,685,372) 

Balance, September 30, 2014 126,323,123 
 

393,524,694 
 

13,800,000 
 

4,623,000 
 

1,151,875 
 

7,774,893 (456,621,753) 
 

(50,699,166) 



LABRADOR IRON MINES HOLDINGS LIMITED 
Notes to the Condensed Interim Consolidated Financial Statements 
September 30, 2014 and 2013 
(Unaudited, expressed in Canadian dollars) 
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1. Nature of operations and going concern 

Labrador Iron Mines Holdings Limited (the "Company") is a mineral resource company engaged in the 
exploration, development and mining of iron ore projects in Canada.  The Company’s primary mineral property 
interests are iron ore projects in western Labrador and northeastern Quebec, near the town of Schefferville, 
Quebec (collectively, the “Schefferville Projects”). 
 
The Company’s head office is located at 220 Bay Street, Suite 700, Toronto, Ontario, M5J 2W4. 
 
During the year ended March 31, 2014, the Company had a net loss of $105,217,042, negative cash flows from 
operations of $37,078,888 and an ending working capital deficit of $8,662,391.  Furthermore, during the six 
months ended September 30, 2014, the Company had a net loss of $208,685,372, negative cash flows from 
operations of $6,317,083 and an ending working capital deficit of $59,108,872. 
 
The Company needs to secure additional financing arrangements in order to fund or restructure its current 
working capital deficit and to fund its continuing operations, planned development programs and corporate 
administration costs so as to continue as a going concern.  The above risks, financial results and working capital 
deficit create a material uncertainty about the ability of the Company to continue as a going concern.  There are 
no assurances that the Company will be successful in obtaining any required financing, or in obtaining financing 
on a timely basis or on reasonable or acceptable terms. The Company also needs to negotiate amendments to 
the commercial terms of certain of its major contracts to suspend or defer commitments that would otherwise 
come due in 2014.  There are no assurances that the Company will be successful in negotiating such 
commercial terms, or in obtaining such suspension or deferral on a timely basis or on reasonable or acceptable 
terms or at all. 
 
In order to address the Company’s current financial position and the risks and uncertainties related to its ability to 
continue as a going concern, the Company has been negotiating a potential support arrangement, as set out 
below. 
 
The Company is currently seeking to negotiate a potential support arrangement with RBRG Gerald Metals, an 
existing creditor and offtake partner, that, if successfully entered into, would provide working capital financing to 
fund the Company’s ongoing corporate and standby activities and, as a separate component, potential future 
project development financing.  It is expected that the conditions of this potential support arrangement and 
potential financing will include a requirement for the Company to restructure its existing liabilities, potentially by 
means of a plan of arrangement under the federal Companies’ Creditors Arrangement Act, and a requirement to 
successfully negotiate more favourable commercial terms of certain major contracts and to suspend or defer 
commitments that have or otherwise would come due. 
 
Subject to the Company concluding this potential support arrangement and successfully meeting the conditions 
thereof, the Company believes it will secure sufficient working capital to operate over the next 12 months.  There 
are no assurances that the Company will be successful in entering this potential support arrangement or in 
successfully meeting the conditions thereof.  There are no assurances that the Company will be successful in 
obtaining any required financing, or in obtaining financing on a timely basis, or on reasonable or acceptable 
terms, or at all. 
 
If the Company is unable to complete a potential financial restructuring, possibly under formal court proceedings, 
and obtain adequate additional financing on a timely basis, and adequate commercial relief on certain major 
contracts, the Company will be required to curtail all its operations and development activities and may be 
required to liquidate its assets under a formal process. 
 
The Company has reasonable expectations that the potential support arrangement negotiations will be 
successful and accordingly, the condensed interim consolidated financial statements for the period ended 
September 30, 2014 have been prepared on a going concern basis, using the historical cost convention.  Failure 
to continue as a going concern would require that the Company’s assets and liabilities be restated on a 
liquidation basis which would differ from the going concern basis. 

  



LABRADOR IRON MINES HOLDINGS LIMITED 
Notes to the Condensed Interim Consolidated Financial Statements 
September 30, 2014 and 2013 
(Unaudited, expressed in Canadian dollars) 
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1. Nature of operations and going concern (continued) 

The business of exploration, development and mining of minerals involves a high degree of risk and there can be 
no assurance that current exploration, development and mining plans will result in profitable mining operations. 
The recoverability of the carrying value of assets and the Company's continued existence is dependent upon the 
preservation of its interests in the underlying properties, the development of economically recoverable resources, 
the achievement of profitable operations or the ability of the Company to raise additional financing, or, 
alternatively, upon the Company's ability to dispose of its interests on an advantageous basis. 
 
If the Company is unable to complete a potential financial restructuring  and obtain adequate additional financing 
and adequate commercial relief on certain major contracts, the Company would be required to curtail its 
operations and its development activities and may be required to liquidate its assets under a formal process.  
Furthermore, if the going concern assumption were not appropriate for these condensed interim consolidated 
financial statements, adjustments would be necessary to the carrying values of the assets and liabilities, reported 
revenues and expenses, and statement of financial position classifications.  Such adjustments could be material. 
 

2. Basis of preparation 

These condensed interim consolidated financial statements of the Company and its subsidiaries were prepared 
in accordance with International Financial Reporting Standards (“IFRS”), as issued by the International 
Accounting Standards Board (“IASB”).  The policies set out below were consistently applied to all the periods 
presented unless otherwise noted below. 
 
These condensed interim consolidated financial statements were prepared on a going concern basis, under the 
historical cost convention.  In addition, these condensed interim consolidated financial statements have been 
prepared using the accrual basis of accounting, except for cash flow information. 
 

3. Significant accounting judgments, estimates and assumptions 

The preparation of condensed interim consolidated financial statements in conformity with IFRS requires the 
Company’s management to make judgments, estimates and assumptions about future events that affect the 
amounts reported in the condensed interim consolidated financial statements and related notes to the financial 
statements.  Although these estimates are based on management’s best knowledge of the amount, event or 
actions, actual results may differ from those estimates and these differences could be material. 
 
The areas which require management to make significant judgments, estimates and assumptions in determining 
carrying values include, but are not limited to: 
 
Assets’ carrying values and impairment charges 
 
In the determination of carrying values and impairment charges, management looks at the higher of recoverable 
amount or fair value less costs to sell in the case of non-financial assets and at objective evidence of significant 
or prolonged decline of fair value of financial assets indicating impairment.  These determinations and their 
individual assumptions require that management make a decision based on the best available information at 
each reporting period. 
 
Mineral resource estimates 
 
The figures for mineral resources are determined in accordance with National Instrument 43-101, “Standards of 
Disclosure for Mineral Projects”, issued by the Canadian Securities Administrators.  There are numerous 
uncertainties inherent in estimating mineral resources, including many factors beyond the Company’s control. 
Such estimation is a subjective process, and the accuracy of any mineral resource estimate is a function of the 
quantity and quality of available data and of the assumptions made and judgments used in engineering and 
geological interpretation. Differences between management’s assumptions including economic assumptions 
such as metal prices and market conditions could have a material effect in the future on the Company’s financial 
position and results of operation.  

   



LABRADOR IRON MINES HOLDINGS LIMITED 
Notes to the Condensed Interim Consolidated Financial Statements 
September 30, 2014 and 2013 
(Unaudited, expressed in Canadian dollars) 
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3. Significant accounting judgments, estimates and assumptions (continued) 

Impairment of non-financial assets 
 
While assessing whether any indications of impairment exist for non-financial assets, consideration is given to 
both external and internal sources of information.  External sources of information include, among other things, 
technical reports and arm’s length mineral property transaction values.  External sources of information also 
include changes in the market, economic and legal environment in which the Company operates that are not 
within its control that could affect the recoverable amount of non-financial assets. Internal sources of information 
include the manner in which non-financial assets are being used or are expected to be used and indications of 
expected economic performance of the assets.  Estimates include but are not limited to estimates of the 
discounted future after-tax cash flows expected to be derived from the Company’s non-financial assets, costs to 
sell the assets and the appropriate discount rate. Reductions in metal price forecasts, increases in estimated 
future costs of production, increases in estimated future capital costs, reductions in the amount of recoverable 
mineral reserves and mineral resources and/or adverse current economics can result in an impairment of the 
carrying amounts of the Company’s non-financial assets. 
 
Cash generating units 
 
Cash generating units (“CGUs”) represent the lowest level for which there are separately identifiable cash inflows 
that are largely independent of the cash flows from other assets of the Company.  This generally results in the 
Company evaluating its non-financial assets on a geographical and operational basis.  The Company generally 
considers its Schefferville Projects to represent one CGU, as the Schefferville Projects are in close geographical 
proximity to each other and all share common management, rail, port, processing and mine support 
infrastructure.  At the Company’s fiscal year end and at September 30, 2014, the Company completed an 
impairment assessment of its mineral property interests based on a combination of factors including net present 
value and arm’s length transaction value methodology.  Refer to Note 24. 
 
Estimation of rehabilitation provision 
 
The rehabilitation cost estimates are updated annually during the life of a mine to reflect known developments, 
(e.g. revisions to cost estimates and to the estimated lives of operations), and are subject to review at regular 
intervals.  Rehabilitation costs, including decommissioning, restoration and similar liabilities, are estimated based 
on the Company’s interpretation of current regulatory requirements, constructive obligations and are measured at 
fair value. Fair value is determined based on the net present value of estimated future cash expenditures for the 
settlement of decommissioning, restoration or similar liabilities that may occur upon decommissioning of the 
mine. Such estimates are subject to change based on changes in laws and regulations and negotiations with 
regulatory authorities. 
 
Income taxes and recoverability of potential deferred tax assets 
 
In assessing the probability of realizing income tax assets recognized, management makes estimates related to 
expectations of future taxable income, applicable tax planning opportunities, expected timing of reversals of 
existing temporary differences and the likelihood that tax positions taken will be sustained upon examination by 
applicable tax authorities.  In making its assessments, management gives additional weight to positive and 
negative evidence that can be objectively verified.  Estimates of future taxable income are based on forecasted 
cash flows from operations and the application of existing tax laws in each jurisdiction.  The Company considers 
whether relevant tax planning opportunities are within the Company’s control, are feasible, and are within 
management’s ability to implement.  Examination by applicable tax authorities is supported based on individual 
facts and circumstances of the relevant tax position examined in light of all available evidence.  Where applicable 
tax laws and regulations are either unclear or subject to ongoing varying interpretations, it is reasonably possible 
that changes in these estimates can occur that materially affect the amounts of income tax assets recognized. 
Also, future changes in tax laws could limit the Company from realizing the tax benefits from the deferred tax 
assets.  The Company reassesses unrecognized income tax assets at each reporting period. 

  



LABRADOR IRON MINES HOLDINGS LIMITED 
Notes to the Condensed Interim Consolidated Financial Statements 
September 30, 2014 and 2013 
(Unaudited, expressed in Canadian dollars) 
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3. Significant accounting judgments, estimates and assumptions (continued) 

Share based payments 
 
Management determines costs for share-based compensation using market-based valuation techniques. The fair 
value of the market-based and performance-based share awards are determined at the date of grant using 
generally accepted valuation techniques.  Assumptions are made and judgment used in applying valuation 
techniques.  These assumptions and judgments include estimating the future volatility of the stock price, 
expected dividend yield, future employee turnover rates and future employee stock option exercise behaviors 
and corporate performance.  Such judgments and assumptions are inherently uncertain.  Changes in these 
assumptions affect the fair value estimates. 
 
Deferral of stripping and dewatering costs 
 
In determining whether stripping and dewatering costs incurred during the production phase of a mining property 
relate to mineral resources that will be mined in a future period and therefore should be capitalized, the Company 
determines whether it is probable that future economic benefit associated with the stripping activity will flow to 
the Company. 
 
Asset lives, depletion/depreciation rates for property, plant and equipment and mineral interests 
 
Depletion and depreciation expenses are allocated based on assumed asset lives and depletion and 
depreciation rates. Should the asset life or depletion and depreciation rate differ from the initial estimate, an 
adjustment would be made in the condensed interim consolidated statement of operations and comprehensive 
loss. 
 
Inventory valuation 
 
Saleable product and ore at site are valued at the lower of the average production costs or net realizable value. 
The assumptions used in the valuation of inventories include estimates of the ore, estimates of the iron contained 
in the ore, assumptions of the amount of iron ore that is expected to be saleable and assumption of the iron ore 
price expected to be realized when the inventories are sold. If these estimates or assumptions prove to be 
inaccurate, the Company could be required to write down the recorded value of its inventories. 
 
Commencement of commercial production 
 
During the determination of whether a mine has reached an operating level that is consistent with the use 
intended by management, costs incurred are capitalized as property, plant and equipment and any consideration 
from commissioning sales are offset against costs capitalized.  The Company defines commencement of 
commercial production as the date that a mine has achieved a sustainable level of production that provides a 
basis for a reasonable expectation of profitability along with various qualitative factors including but not limited to 
the achievement of mechanical completion, whether production levels are sufficient to be at least capable of 
generating sustainable positive cash flow, the working effectiveness of the site processing plant, whether 
marketing arrangements for the product are in place, whether the product is of sufficient quantity to be sold, 
whether there is a sustainable level of production input available including power, water, diesel, etc. and whether 
the necessary permits are in place to allow continuous operations.  The condensed interim consolidated financial 
statements of the Company are prepared on the basis that the Company’s producing mine entered commercial 
production for accounting purposes effective April 1, 2012. 
 
Contingencies 
 
Refer to Note 21. 
 
Going concern 
 
Refer to Note 1. 
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4. Significant accounting policies 

The condensed interim consolidated financial statements should be read in conjunction with the annual 
consolidated financial statements of the Company for the year ended March 31, 2014, which have been prepared 
in accordance with IFRS as issued by IASB.  The significant accounting policies used in the preparation of these 
condensed interim consolidated financial statements are consistent with the significant accounting policies used 
in the preparation of the consolidated financial statements for the year ended March 31, 2014.  Refer to Note 4 to 
the consolidated financial statements for the year ended March 31, 2014 for a full description of significant 
accounting policies. 
 
Impairment of assets 
 
The Company assesses at each date of the consolidated statement of financial position the carrying amounts of 
assets to determine whether there is an indication that those assets have suffered an impairment.  
 
If an indication of impairment is identified, the recoverable amount of the asset is estimated in order to determine 
the extent of the impairment. Where it is not possible to estimate the recoverable amount of an individual asset, 
the Company estimates the recoverable amount of the cash-generating unit (“CGU”) to which the assets belong. 
 
Recoverable amount is the greater of fair value less costs to sell and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments for the time value of money and risks specific to the asset. In determining fair value 
less costs to sell, recent market transactions are taken into account, if available. If no such transactions can be 
identified, an appropriate valuation model is used. 
 
If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying 
amount of the asset (or CGU) is reduced to its recoverable amount. An impairment is recognized immediately in 
the consolidated statement of comprehensive loss, unless the relevant asset (or CGU) is carried at a revalued 
amount, in which case the impairment is treated as a revaluation decrease. 
 
Where an impairment subsequently reverses, the carrying amount of the asset (or CGU) is increased to the 
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment been recognized for the asset (or CGU) in 
prior periods. A previously recognized impairment is reversed only if there has been a change in the assumptions 
used to determine the recoverable amount of the asset (or CGU) since the last impairment was recognized. 
 
New standards and interpretations adopted 
 
IAS 1 - Presentation of Financial Statements (“IAS 1”) was amended in June 2011. The amendments are 
effective for annual periods beginning on or after July 1, 2012.  The amendments to IAS 1 require companies 
preparing financial statements in accordance with IFRS to group together items within other comprehensive 
income (“OCI”) that may be reclassified to the profit or loss section of the consolidated statement of operations 
and comprehensive loss.  The amendments also reaffirm existing requirements that items in OCI and profit or 
loss should be presented as either a single statement or two consecutive statements.  There was no impact on 
the Company’s condensed interim consolidated financial statements upon implementation of this standard on 
April 1, 2013. 
 
IFRS 10 - Consolidated Financial Statements (“IFRS 10”) provides a single model to be applied in the control 
analysis for all investees, including entities that currently are special purpose entities in the scope of SIC 12. In 
addition, the consolidation procedures are carried forward substantially unmodified from IAS 27 Consolidated 
and Separate Financial Statements.  There was no impact on the Company’s condensed interim consolidated 
financial statements upon adoption of this standard on April 1, 2013. 
 
IFRS 11 - Joint Arrangements (“IFRS 11”) replaces the guidance in IAS 31 Interests in Joint Ventures (“IAS 31”). 
Under IFRS 11, joint arrangements are classified as either joint operations or joint ventures. IFRS 11 essentially 
carves out of previous jointly controlled entities, those arrangements which although structured through a 
separate vehicle, such separation is ineffective and the parties to the arrangement have rights to the assets and 
obligations for the liabilities and are accounted for as joint operations in a fashion consistent with jointly 
controlled assets/operations under IAS 31.  In addition, under IFRS 11 joint ventures are stripped of the free 
choice of equity accounting or proportionate consolidation; these entities must now use the equity method. 
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4. Significant accounting policies (continued) 

New standards and interpretations adopted (continued) 
 
Upon application of IFRS 11, entities which had previously accounted for joint ventures using proportionate 
consolidation shall collapse the proportionately consolidated net asset value (including any allocation of goodwill) 
into a single investment balance at the beginning of the earliest period presented.  The investment’s opening 
balance is tested for impairment in accordance with IAS 28 Investments in Associates and IAS 36 Impairment of 
Assets.  Any impairment losses are recognized as an adjustment to opening deficit at the beginning of the 
earliest period presented.  There was no impact on the Company’s condensed interim consolidated financial 
statements period presented.  There was no impact on the Company’s condensed interim consolidated financial 
statements upon adoption of this standard on April 1, 2013 
 
IFRS 12 - Disclosure of Interests in Other Entities (“IFRS 12”) requires extensive disclosures relating to a 
company’s interests in subsidiaries, joint arrangements, associates, and unconsolidated structured entities. This 
IFRS enables users of the financial statements to evaluate the nature and risks associated with its interests in 
other entities and the effects of those interests on its financial position and performance.  There was no impact 
on the Company’s condensed interim consolidated financial statements upon adoption of this standard on April 
1, 2013. 
 
IFRS 13 - Fair Value Measurement (“IFRS 13”) converges IFRS and US GAAP on how to measure fair value and 
the related fair value disclosures.  The new standard creates a single source of guidance for fair value 
measurements, where fair value is required or permitted under IFRS, by not changing how fair value is used but 
how it is measured.  The focus will be on an exit price.  There was no impact on the Company’s condensed 
interim consolidated financial statements upon adoption of this standard on April 1, 2013. 
 
IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine (“IFRIC 20”) was issued in October 2011 
and is effective for annual periods beginning on or after January 1, 2013.  IFRIC 20 was issued to address the 
accounting for costs associated with waste removal in surface mining (“stripping costs”).  The interpretation 
clarifies when production stripping should lead to the recognition of an asset and how the asset should be 
measured, both initially and in subsequent periods.  The adoption of IFRIC 20 resulted in the capitalization of 
$Nil (March 31, 2014 - $14,180,563) of stripping costs in the six months ended September 30, 2014 which have 
been expensed under the Company’s previous accounting policy.  As at September 30, 2014, $Nil (March 31, 
2014 - $14,180,563) of these capitalized stripping costs were depleted from mineral property interests and 
included in mining costs in the statement of operations and comprehensive loss.  There was no historical 
adjustment required as a result of the adoption of IFRIC 20. 
 
Recent accounting pronouncements 
 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods on or 
after January 1, 2014 or later periods. Many are not applicable or do not have a significant impact to the 
Company and have been excluded.  The following have not yet been adopted and are being evaluated to 
determine their impact on the Company. 
 
IFRS 9 – Financial Instruments (“IFRS 9”) was issued by the IASB in November 2009 with additions in October 
2010 and May 2013 and will replace IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). 
IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost or fair 
value, replacing the multiple rules in IAS 39.  The approach in IFRS 9 is based on how an entity manages its 
financial instruments in the context of its business model and the contractual cash flow characteristics of the 
financial assets. Most of the requirements in IAS 39 for classification and measurement of financial liabilities 
were carried forward unchanged to IFRS 9, except that an entity choosing to measure a financial liability at fair 
value will present the portion of any change in its fair value due to changes in the entity’s own credit risk in other 
comprehensive income, rather than within profit or loss. The new standard also requires a single impairment 
method to be used, replacing the multiple impairment methods in IAS 39. IFRS 9 is effective for annual periods 
beginning on or after January 1, 2018.  Earlier adoption is permitted. 
 
IAS 32 – Financial Instruments: Presentation (“IAS 32”) was amended by the IASB in December 2011 to clarify 
certain aspects of the requirements on offsetting.  The amendments focus on the criterion that an entity currently 
has a legally enforceable right to set off the recognized amounts and the criterion that an entity intends either to 
settle on a net basis, or to realize the asset and settle the liability simultaneously.  The amendments to IAS 32 
are effective for annual periods beginning on or after January 1, 2014. 
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4. Significant accounting policies (continued) 

Recent accounting pronouncements (continued) 
 
IAS 36 – Impairments of Assets (“IAS 36”) was amended by the IASB in May 2013 to clarify the requirements to 
disclose the recoverable amounts of impaired assets and require additional disclosures about the measurement 
of impaired assets when the recoverable amount is based on fair value less costs of disposal, including the 
discount rate when a present value technique is used to measure the recoverable amount.  The amendments to 
IAS 36 are effective for annual periods beginning on or after January 1, 2014. 
 
IAS 39 – Financial Instruments: Recognition and Measurement (“IAS 39”) was amended by the IASB in June 
2013 to clarify that novation of a hedging derivative to a clearing counterparty as a consequence of laws or 
regulations or the introduction of laws or regulations does not terminate hedge accounting.  The amendments to 
IAS 39 are effective for annual periods beginning on or after January 1, 2014. 
 

5. Restricted cash 

Current restricted cash consists of cash held in a third party escrow account.  Non-current restricted cash 
consists of guaranteed investment certificates and term deposits assigned by the Company to its bank as 
security for letters of credit issued for rehabilitation obligations and certain commercial contracts. 
 
In September 2013, $5,000,000 was contributed to the operator and classified as current restricted cash for the 
exploration of the Howse property and $1,500,000 was classified as current restricted cash for Phase 1 
modification and upgrading of the Silver Yards rail siding.  As at September 30, 2014, the full $1,500,000 portion 
of current restricted cash earmarked for Phase 1 modification and upgrading had been expended on the Silver 
Yards rail siding and $3,803,194 of current restricted cash had been expended on Howse exploration, leaving 
$1,196,806 in current restricted cash at that date. 
 

 September 
30, 2014 

 
March 31, 

2014 
 $  $ 

Restricted cash from Howse property transaction 1,196,806  2,847,958 

Total – Current 1,196,806  2,847,958 

 
   

Security for letters of credit for rehabilitation obligations 4,174,530  4,199,517 

Total – Non current 4,174,530  4,199,517 

 
6. Accounts receivable and prepaid expenses 

September 
30, 2014 

 
March 31, 

2014 

 $  $ 

Accounts receivable 199,015  650,646 

Refundable taxes 389,342  1,603,337 

Prepaid expenses 920,452  1,823,400 

 
1,508,809  4,077,383 

 
Refer to Note 24 regarding impairment of accounts receivable and prepaid expenses. 
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7. Inventories 

 September 
30, 2014 

 
March 31, 

2014 
 $  $ 
    

Ore at site -  1,859,158 

Consumables 100,000  250,000 

 100,000  2,109,158 

 
Ore at site consists of (i) run of mine ore at site, carried at cost and (ii) treated ore at site (or in transit to port), 
carried at cost.  Consumables consist of fuel for various activities at site.  Refer to Note 24 regarding impairment 
of inventories. 
 

8. Long term prepaid expenses, advances and deferred expenses 

Long term prepaid expenses, advances and deferred expenses consist of various prepaid royalties, prepaid 
tariffs and infrastructure access advances, which in aggregate total $150,000 at September 30, 2014 (March 31, 
2014 - $20,576,625).  Refer to Note 24 regarding impairment of long term prepaid expenses, advances and 
deferred expenses. 
 

9. Mineral property interests 

The Company holds a 100% interest in the Schefferville Projects.  The Schefferville Projects comprise a series of 
iron ore deposits located in the Menihek area of western Labrador in the Province of Newfoundland and 
Labrador and in north-eastern Quebec, near the town of Schefferville, Quebec. 
 
All of the iron ore properties located in Labrador are held subject to a royalty in the amount of 3% of the selling 
price (Free On Board (“FOB”) Port) of iron ore shipped and sold from such properties, subject to such royalty 
being no greater than USD$1.50 per tonne, with such royalty being payable quarterly in arrears. 
 
Six mining claims in Quebec are held subject to a royalty of 3% of the selling price FOB port of iron ore shipped 
and sold from the properties, subject to such royalty being no greater than US$1.50 per tonne.  Seventeen 
mining claims in Quebec are subject to a royalty of $2.00 per tonne.  An advance royalty payment of $2.0 million 
was paid which will be credited against future royalties payable on seventeen of the mining claims in Quebec. 
 
The Company, through its wholly-owned subsidiary Schefferville Mines Inc. (“SMI”), holds 146 mining claims in 
Quebec subject to the payment of a royalty of $2.00 per tonne of iron ore shipped from the properties.  These 
properties are subject to pre-existing litigation by a third party against the previous holder of the properties 
claiming breach of contract and seeking performance of an alleged agreement concerning the licensed 
properties and unspecified damages.  The Company considers such litigation to be without merit. 
 
In September 2013, the Company entered into an agreement with Tata Steel Minerals Canada Ltd. (“TSMC”) for 
the exploration and development of LIM’s Stage 3 Howse Deposit.  Under the terms of the agreement, Howse 
Minerals Limited (“HML”), a wholly owned subsidiary of TSMC, acquired an initial 51% participating interest in the 
Howse Property for a total cash consideration of $30 million.  As part of the agreement, LIM agreed to conduct a 
$5 million exploration program on the Howse Property.  Following completion of LIM’s $5 million exploration 
program and the calculation of a new NI 43-101 resource, HML shall contribute an additional $23.5 million and 
thereby increase its participating interest in the Howse Deposit to 70%, with LIM holding 30%. As at September 
30, 2014, $3,803,194 has been expended as part of the exploration program. The agreement includes certain 
provisions regarding various “put” or “call” or “drag along” rights of each party’s respective interest in the Howse 
property at fair market value in certain circumstances, including in the event of a change in control of the 
Company or in the event of certain defaults by the Company. 
 
The reclamation balance included within mineral property interests represents amounts initially recorded to 
correspond with the rehabilitation provisions. 
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9. Mineral property interests (continued) 

The Company’s mineral property interests are as follows: 

Cost at:  

Producing 
mines 

 
$ 

 

Mineral 
property 
interests 

$ 

 

Reclamation 
balance 

 
$ 

 

Total
 
 

$ 

March 31, 2013  30,774,932  92,756,004  2,832,299  126,363,235 

Additions  2,852,537  6,243,626  911,336  10,007,499 
Reclassification to mineral 
property interests 

 
(3,319,501)  3,319,501  -  - 

Disposal of interest in Howse 
Deposit 

 
-  (20,408,896)  -  (20,408,896) 

Impairments  (5,170,905)  -  (293,300)  (5,464,205) 

March 31, 2014  25,137,063  81,910,235  3,450,335  110,497,633 

Additions  -  1,810,458  -  1,810,458 
Impairments  -  (83,720,692)  (3,450,335)  (87,171,027) 

September 30, 2014  25,137,063  1  -  25,137,064 

         
Accumulated depletion and 
depreciation 

 
       

         

March 31, 2013  19,736,693  -  729,150  20,465,843 

Depletion  5,400,370  -  -  5,400,370 

Depreciation  -  -  1,893,329  1,893,329 

March 31, 2014  25,137,063  -  2,622,479  27,759,542 

Depreciation  -  -  75,199  75,199 

Impairments      (2,697,678)  (2,697,678) 

September 30, 2014  25,137,063  -  -  25,137,063 

Net book value         

March 31, 2014  -  81,910,235  827,856  82,738,091 

September 30, 2014  -  1  -  1 

 
Stage 1 of the Schefferville Projects, primarily consisting of the Company’s James Mine, is classified as a 
producing mine.  All of the Company’s properties other than those in Stage 1 are categorized as mineral property 
interests. 
 
As indications of impairment exist, the Company carried out an impairment assessment as at September 30, 
2014 in accordance with the Company’s accounting policies and as required by IAS 36 – Impairment of Assets 
(“IAS 36”), using prevailing iron ore prices and current mining and transportation contract terms and current 
ocean freight from eastern Canada to China and based on such assessment recorded a non-cash impairment 
charge against its mineral property interests in the amount of $84,473,349. 
 
Significant judgments and assumptions are required in making estimates of fair value and valuations are subject 
to variability in key assumptions including, but not limited to, forecasts of long-term iron prices, currency 
exchange rates, discount rates, production, operating and capital costs. Any change in one or more of the 
assumptions used could result in a change in fair value. This fair value estimate does not give any value to 
higher iron ore prices, the potential to re-negotiate current contracts or reduce operating costs, the substantial in-
situ resource or the exploration potential of the properties. 
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10. Property, plant and equipment (continued) 

Significant judgments and assumptions are required in making estimates of fair value and valuations are subject 
to variability in key assumptions including, but not limited to, forecasts of iron ore prices, currency exchange 
rates, discount rates, production, operating and capital costs. Any change in one or more of the assumptions 
used could result in a change in fair value.  
 

11. Accounts payable and accrued liabilities 

September 
30, 2014 

 
March 31, 

2014 

 $  $ 

Trade payables and accruals 35,456,347  19,487,384 

Sales taxes and statutory liabilities 40,283  1,866,815 

 
35,496,630  21,354,199 

 
12. Deferred revenue and other financial liabilities 

(a) Deferred revenue 

The Company’s subsidiary Labrador Iron Mines Limited entered into an arrangement with RB Metalloyd Limited 
(now RBRG Trading (UK) Limited) (“RBR”), pursuant to which RBR provided an advance payment of 
US$35,000,000 against the sale of future iron ore production by the Company. The advance payment is being 
credited against future sales in equal installments coinciding with the timing of seventeen shipments beginning in 
August 2013 and ending in December 2014. 
 
Repayment of this financing is secured by a charge over the Company’s Ferriman and Wishart low grade 
stockpiles and is guaranteed by the parent Company. At December 31, 2014, a total of 1,663,000 wmt of iron ore 
had been delivered under this contract with US$14.4 million credited against the advance payment. As at 
December 31, 2013 and September 30, 2014, $15,121,456 of the advanced payment had been recognized as 
revenue with respect to seven shipments, leaving a remaining balance of $22,423,372 at September 30, 2014 
(March 31, 2014 - $22,129,066). The remaining commitment of 1.8 million tonnes was due to be delivered and a 
remaining balance of US$22 million was due to be repaid during 2014. This product delivery commitment has not 
been met and repayment has not been made. Demand for payment has been made by RBR, including a claim 
for potential interest and penalties incremental to the US$22 million due.  The Company has not agreed to the 
amount of the potential interest and penalties, if any, and accordingly has not accrued such charges as liabilities 
as at September 30, 2014.  The Company is currently seeking to negotiate an extension of the delivery schedule 
and associated financing repayment timetable for the volume of product previously expected to be shipped in 
2014.  Subject to successful completion of these negotiations, it is expected that the Company’s remaining off-
take product delivery and financing repayment commitments will be deferred or restructured. There is no 
assurance that such negotiations will be successful or that any such deferrals or restructuring will be achieved. 
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12. Deferred revenue and other financial liabilities (continued) 

(a) Deferred revenue (continued) 
 
The advance payment is recognized as deferred revenue on the statement of financial position. 

 
Six months 

ended 
 

Year
ended 

September 
30, 2014 

 
March 31, 

2014 

 $ $ 

Balance, beginning of period 22,129,066  - 

Advance payment received -  37,520,522 

Cumulative foreign exchange adjustment 294,306  (270,000) 

Recognized as revenue -  (15,121,456) 

Balance, end of period 22,423,372  22,129,066 

Less: Current portion, end of period (22,423,372)  - 

Non current portion, end of period -  22,129,066 

 
(b) Rail construction advance 

As part of a strategic co-operation agreement with TSMC, TSMC has advanced a total of $5,000,000 to the 
Company in the form of a non-interest bearing loan for the purpose of upgrading and modifying the current rail 
infrastructure at the Company’s Silver Yards site to enable construction of the new extended rail line to connect 
with TSMC’s Timmins area plant near the Howse mine site.  The Company has agreed to transfer ownership of a 
portion of its rail line to a rail operating company for consideration of $5,000,000 which will be used by the 
Company to repay the rail construction advance. 
 

13. Finance lease obligation 

The Company entered into finance lease agreements for a mine camp and a mine camp expansion during the 
years ended March 31, 2012 and March 31, 2013 respectively. The Company used an incremental borrowing 
rate of 11% in determining the value of the finance lease obligation. 
 

 
Six months 

ended 
 

Year 
ended 

September 
30, 2014 

 
March 31, 

2014 

 $  $ 

Balance, beginning of period 2,306,037  3,161,636 

Less: Payments made during the period (580,548)  (1,161,097) 

Add:  Finance lease expenses 116,307  305,498 

Balance, end of period 1,841,796  2,306,037 

Less: Current portion, end of period (908,338)  (954,608) 

Non current portion, end of period 933,458  1,351,429 
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13. Finance lease obligation (continued) 

Future minimum lease payments under the finance lease agreement as at September 30, 2014 are as follows: 

  $ 

Not later than 1 year 1,061,096 

Later than 1 year, not later than 5 years 1,025,160 

  
2,086,256 

 
The finance lease has a purchase option for the mine camp exercisable in June 2015 for $100,000 and has a 
purchase option for the mine camp extension exercisable in the month of June 2017 for $100,000.  
 

14. Rehabilitation provision 

Rehabilitation provision represents the legal and contractual obligations associated with the eventual closure of 
the Company’s mining operations either progressively or at the end of the mine life. These obligations consist of 
costs associated with reclamation and monitoring activities and the removal of tangible assets from the 
Company’s mining sites. 

At September 30, 2014, the total undiscounted amount of the Company’s rehabilitation provision is $4,132,368 
and is expected to be incurred between 2014 and 2031. The present value of the rehabilitation provision has 
been estimated at $3,967,122 at September 30, 2014 using a discount rate ranging from 1.07% to 2.5% and a 
long-term inflation rate of approximately 1.4%. 
 
A summary of the Company’s rehabilitation provision is presented below: 

 
Six months 

ended 
 

Year 
ended 

September 
30, 2014 

 
March 31, 

2014 

 $  $ 

Balance, beginning of period 3,935,526  2,971,469 

Present value of obligation on inception -  911,337 

Accretion on rehabilitation provision 31,596  52,720 

Balance, end of period 3,967,122  3,935,526 

Less: Current portion, end of period (760,976)  (736,422) 

Non current portion, end of period 3,206,146  3,199,104 

 
15. Other liabilities 

On April 1, 2012 the Company adopted the Deferred Share Unit (“DSU”) plan under which DSUs may be granted 
by the Board at the end of each quarter to certain directors and key senior employees. The performance period 
of each DSU commences on the grant date and expires on the termination date of the participant. The 
termination date is when the participant ceases to be a director or key senior employee of the Company. On 
redemption each unit entitles the participant to receive, at the Company’s option, a cash payment or shares 
equal to the market value of the Company’s shares on the date of redemption. 
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15. Other liabilities (continued) 

A summary of deferred share units granted and exercised is presented below: 

Number of shares  Fair value 

 
Six months

ended 
 

Year
ended 

 
Six months 

ended 
 

Year
ended 

 
September 

30, 2014 
 

March 31, 
2014 

 
September 

30, 2014 
 

March 
31, 2014 

     $  $ 

Balance, beginning of period 1,077,362  259,264  129,283  165,929 

Granted during the period -  992,835  -  253,370 

Exercised during the period -  (174,737)  -  (34,526) 

Adjustment to fair value during the period -  -  (75,415)  (255,490) 

Balance, end of period 1,077,362  1,077,362  53,868  129,283 

 
The issuance of new deferred share units was suspended indefinitely effective April 1, 2014. 
 

16. Long term payables 

Long-term payables consist of payables which have payment terms extending beyond one year, subject to 
acceleration in the event of default. 
 

17. Share capital 

Authorized Number of shares  Amount 

Unlimited common shares, no par 
value 

Six months
ended 

 
Year

ended 
 

Six months 
ended 

 
Year

ended 

 
September 

30, 2014 
 

March 31, 
2014 

 
September 

30, 2014 
 

March 31, 
2014 

Issued     $  $ 

Balance, beginning of period 126,323,123  126,200,807  393,524,694  393,500,526 

Exercise of deferred share units -  122,316  -  24,168 

Balance, end of period 126,323,123  126,323,123  393,524,694  393,524,694 

 
18. Reserves 

(a) Stock options 

The Company operates a Stock Option Plan for directors, officers, management, employees and other persons 
who perform ongoing services for the Company or any of its subsidiaries.  The purpose of the plan is to attract, 
retain and motivate these parties by providing them with the opportunity, through options, to acquire a proprietary 
interest in the Company and to benefit from its growth. 
 
The maximum number of common shares reserved for issuance upon the exercise of options cannot exceed 
10% of the total number of common shares outstanding immediately prior to such an issuance.  The options are 
non-assignable and may be granted for a term not exceeding ten years.  The exercise price of the options is 
fixed by the Board of Directors at no lesser than the market price of the shares at the time of grant, subject to all 
applicable regulatory requirements. 

  



LABRADOR IRON MINES HOLDINGS LIMITED 
Notes to the Condensed Interim Consolidated Financial Statements 
September 30, 2014 and 2013 
(Unaudited, expressed in Canadian dollars) 

19 

 
18. Reserves (continued) 

(a) Stock options (continued) 

A summary of the Company’s options at September 30, 2014 and March 31, 2014 and the changes for the 
periods then ended is presented below: 

   Six months ended  Year ended 

   September 30, 2014  March 31, 2014 

   
Number of 

options 
 

Weighted 
average 

exercise price 
 

Number of 
options 

 
Weighted 
average 

exercise price 
    $    $ 

Outstanding, beginning of period  1,229,375  4.83  1,716,875  5.17 

 Expired  (77,500)  5.23  (441,172)  6.41 

 Forfeited  -  -  (46,328)  3.69 

Outstanding, end of period  1,151,875  4.75  1,229,375  4.83 

 
The following table sets out details of the stock options outstanding at September 30, 2014: 

Options outstanding and exercisable 

Number  
Weighted 
average 

exercise price 
 Expiry date  

Grant date 
fair value 

  $    $ 

200,000  6.27  14/09/2015  966,000

12,500  10.18  23/06/2016  96,750

100,000  6.80  22/09/2016  509,000

40,000  6.81  10/11/2016  195,600

200,000  6.35  30/11/2016  924,000

20,000  6.20  09/02/2017  91,400

579,375  3.00  02/07/2017  1,060,256

1,151,875  4.75     3,843,006 

 
There were no options granted during the six months ended September 30, 2014 and September 30, 2013 
respectively. 
 
The weighted average contractual life remaining for outstanding and exercisable options at September 30, 2014 
is 2.2 years (March 31, 2014 – 2.7 years). 
 
The total number of common shares that are issuable pursuant to stock options that are exercisable as at 
September 30, 2014 is 1,151,875 (March 31, 2014 – 1,149,765).  
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18. Reserves (continued) 

(b) Warrants 

A summary of the Company’s share purchase warrants at September 30, 2014 and March 31, 2014 and the 
changes for the periods then ended is presented below: 

   Six months ended  Year ended 

   September 30, 2014  March 31, 2014 

   
Number of 
warrants 

 
Weighted 
average 

exercise price 
 

Number of 
warrants 

 
Weighted 
average 

exercise price 

    $    $ 

Outstanding, beginning of period  15,842,500  1.31  16,505,000  1.49 

 Expired  (2,042,500)  1.03  (662,500)  5.30 

Outstanding, end of period  13,800,000  1.35  15,842,500  1.31 

 
As at September 30, 2014, the Company had 13,800,000 outstanding exercisable warrants, with a weighted 
average remaining contractual life of 1.4 years, as follows: 
 

Warrants outstanding and exercisable 

Number  
Weighted 
average 

exercise price 
 Expiry date  

Grant date 
fair value 

  $    $ 

13,800,000 
 

1.35 
 

12/02/2016  4,623,000 

 
(c) Reserves 

A summary of the reserves account is presented below: 

 $ 

Balance, March 31, 2013 16,251,652 

Expiry of vested options (2,038,869) 

Forfeiture of unvested options (35,024) 

Expiry of warrants (1,172,625) 

Share based payments 421,409 

Balance, March 31, 2014 13,426,543 

Expiry of warrants (756,825) 

Expiry of vested options (271,825) 

Balance, September 30, 2014 12,397,893 
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19. Financial instruments 

Fair Value Hierarchy 

The Company discloses information related to its financial instruments that are measured at fair value 
subsequent to initial recognition, based on levels 1 to 3 based on the degree to which the fair value is 
observable. 
 
(a) Level 1 - Fair value measurements are those derived from quoted prices (unadjusted) in active markets for 
identical assets or liabilities. 
 
(b) Level 2 - Fair value measurements are those derived from inputs other than quoted prices included within 
Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from 
prices). 
 
(c) Level 3 - Fair value measurements are those derived from valuation techniques that include inputs for the 
asset or liability that are not based on observable market data (unobservable inputs).  The Company does not 
have any Level 3 financial instruments. 
 
At September 30, 2014 and March 31, 2014, the Company’s financial instruments that are carried at fair value, 
consisting of cash equivalents, have been classified as Level 1 within the fair value hierarchy. 
 
Fair value 

Fair value estimates are made at the financial position date, based on relevant market information and 
information about the financial instrument.  These estimates are subjective in nature and involve uncertainties in 
significant matters of judgment and therefore cannot be determined with precision.  Changes in assumptions 
could significantly affect these estimates.  The carrying amounts for cash and cash equivalents, accounts 
receivable, accounts payable and accrued liabilities and long-term payables on the statement of financial position 
approximate fair value because of the limited term of the instruments. 
 
Financial risk management 

This section provides disclosures relating to the nature and extent of the Company’s exposure to risks arising 
from financial instruments, including credit risk, liquidity risk, foreign currency risk, interest rate risk and 
commodity price risk and how the Company manages those risks.  The Company’s objectives and management 
of risks have not changed significantly during the six months ended September 30, 2014. 
 
(i) Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the 
other party to incur a financial loss.  The Company’s credit risk is primarily attributable to cash and equivalents, 
accounts receivable and tax credits receivable.  The Company does not currently hold derivative type 
instruments that would require a counterparty to fulfill a contractual obligation.  The Company has never held any 
asset backed paper instruments.  The Company seeks to place its cash and cash equivalents with reputable 
financial institutions.  At September 30, 2014, the Company’s cash and cash equivalents were held in deposits 
and in an investment grade short term money market fund at a major Canadian bank.  Accounts receivable 
consist of amounts owing from the sale of iron ore and sales tax recoverable from the Government of Canada.  
The carrying amount of financial assets represents the Company’s maximum credit exposure. 
 
(ii) Liquidity risk 

Liquidity risk encompasses the risk that the Company cannot meet its financial obligations as they come due.  As 
at September 30, 2014, the Company had a working capital deficit of $59,108,872.  Management believes the 
Company is able to meet its current obligations subject to the Company completing a financing currently under 
negotiation and a potential financial restructuring.  Refer to Note 1. 
 

(iii) Foreign currency risk 

The majority of the Company’s cash flows and financial assets and liabilities are denominated in Canadian and 
U.S. dollars.  The Company’s functional and reporting currency is the Canadian dollar.  Foreign currency risk 
is limited to the portion of the Company’s business transactions denominated in currencies other than the 
Canadian dollar. 
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19. Financial instruments (continued) 

Financial risk management (continued) 

(iii) Foreign currency risk (continued) 

Revenue from the sale of iron ore is denominated in U.S. dollars and, as a result, fluctuations in the U.S. 
dollar exchange rate relative to the Canadian dollar could create volatility in the Company’s cash flows and the 
reported amounts for revenue in the condensed interim consolidated statement of operations and 
comprehensive loss, both on a period-to-period basis and compared with operating budgets and forecasts. 
 
Additional earnings volatility arises from the translation of monetary assets and liabilities denominated in 
currencies other than the Canadian dollar at the rates of exchange at each financial position date, the impact of 
which is reported as a foreign exchange gain or loss in the condensed interim consolidated statement of 
operations and comprehensive loss. 
 
The Company’s objective in managing its foreign currency risk is to minimize its net exposures to foreign 
currency cash flows by holding cash and cash equivalents in Canadian dollars. The Company will monitor the 
values of net foreign currency cash flow and balance sheet exposures and in the future may consider using 
derivative financial instruments such as forward foreign exchange contracts to economically hedge a portion of 
any foreign currency cash flows. The Company does not use forward foreign exchange contracts for speculative 
purposes. 
 

(iv) Interest rate risk 

Included in net loss for the six months ended September 30, 2014 is interest earned on the Company’s cash and 
cash equivalents.  If interest rates throughout the six months ended September 30, 2014 had been 100 basis 
points higher (lower) then the loss would have been approximately $15,000 lower (higher). The Company does 
not have any variable rate debt obligations which expose it to interest rate risk. 
 
(v) Commodity price risk 

The future profitability of the Company is directly related to the market price of iron ore. Fluctuations in the iron 
ore price could create volatility in the Company’s future cash flows and the future reported amounts for sales in 
the condensed interim consolidated statement of operations and comprehensive loss, both on a period-to-period 
basis and compared with operating budgets and forecasts. In addition, a drop in actual iron ore prices or 
expected long-term iron ore prices could impact the Company’s ability to raise additional financing, if required, to 
complete the development of its properties, and development could also be halted if iron ore prices fall below 
expected operating costs. 
 

20. Capital management 

The capital of the Company consists of common shares, stock options, share purchase warrants and finance 
leases.  There were no changes to the Company’s approach to capital management during the year.  The 
Company is not subject to externally imposed capital requirements. 
 
The Company manages its cash and cash equivalents, common shares, stock options, and share purchase 
warrants as capital.  The Company manages its capital structure and makes adjustments to it, based on the 
funds available to the Company, in order to support the acquisition, exploration and development of its mineral 
properties.  As the Company has been in the exploration and development stage, its principal source of funds for 
its operations has been from the proceeds of the issuance of common shares.  The issuance of common shares 
requires approval from the Board of Directors.  The Board of Directors does not establish quantitative return on 
capital criteria for management, but rather relies on the Company's management to sustain future development 
of the business.  It is the Company’s objective to safeguard its ability to continue as a going concern, so that it 
can continue to explore and develop its Schefferville Projects for the benefit of its stakeholders. The Company 
uses stock options primarily to retain and provide incentives to employees, directors and consultants.  The 
granting of stock options is primarily determined by the Board of Directors. 
 
The Company will continue to assess new properties and seek to acquire an interest in additional properties if it 
believes there is sufficient geologic or economic potential and if it has adequate financial resources to do so. 
 
Management reviews its capital management approach on an ongoing basis and believes that this approach, 
given the relative size of the Company, is reasonable. 
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21. Commitments and contingencies 

(a) The Company is committed to a minimum amount of rental payments under a long-term operating lease for 
its head office premises, which expires on August 31, 2019.  As at September 30, 2014, minimum rental 
commitments remaining under this lease are as follows: 
 

  $ 

Not later than 1 year 576,000 

Later than 1 year, not later than 5 years 2,256,000 

 
2,832,000 

 
The Company expects to recover a portion of these lease commitments from corporations with common directors 
and officers that are sharing part of the head office premises. 
 
(b) The Company is committed to future payments under contracts for the supply of locomotives and the use of 
third party rail and port infrastructure.  The rail contracts include provisions for future capital contributions by the 
Company, which will be credited against future tariffs.  The rail contracts also include provisions for minimum 
future haulage volumes and tariffs.  The port contract includes a provision for a future buy-in payment, which will 
be credited against future shipping fees. The port contract also includes provisions for minimum future shipping 
volumes and fees.  The Company has also agreed to certain community development and training contributions 
to various First Nations communities. As at September 30, 2014, minimum commitments relating to rail, port and 
First Nations agreements, net of credits of $30,969,000 against future tariffs and fees, are as follows: 
 

  $ 

Not later than 1 year 38,502,000 

Later than 1 year, not later than 5 years 96,190,000 

Later than 5 years  23,314,000 

 
158,006,000 

 
(c) The Company’s mining and exploration activities are subject to various Canadian federal and provincial laws 
and regulations governing the protection of the environment.  These laws and regulations are continually 
changing and generally becoming more restrictive.  The Company conducts its operations so as to protect public 
health and the environment and believes its operations are materially in compliance with all applicable laws and 
regulations. The Company has made, and expects to make in the future, expenditures to comply with such laws 
and regulations. 
 
(d) Refer to Note 9 regarding potential follow-on provisions contained in the agreement with TSMC with respect 
to the exploration and development of the Howse Property. 
 
(e) Refer to Note 12(a) regarding deferred revenue. 
 
(f) Refer to Note 13 regarding finance lease obligation. 
 
(g) The Company has indemnified the subscribers of flow-through shares against any tax related amounts that 

may become payable as a result of the Company not making eligible expenditures. 
 

22. Revenue, net 

Revenue from mining operations recognized by the Company is calculated based on the actual realized price 
(i.e. CFR China price plus or minus value-in-use adjustments) of a shipment of iron ore resold in China, less 
shipping costs and the Iron Ore Company of Canada’s (“IOC”) participation, which includes product handling, 
ship loading and sales costs.  The Company currently sells its entire iron ore product to IOC at Sept-Iles, which 
product is resold in China by way of an off-take arrangement with RB Metalloyd Limited.  The Company has not 
completed any sales of iron ore in the fiscal year commencing April 1, 2014. 
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23. Related party transactions and compensation of key management personnel 

During the six months ended September 30, 2014, the Company recovered $61,639 (September 30, 2013 - 
$56,796) in respect of office rent from corporations with common directors and/or officers. At September 30, 
2014, $54,106 (March 31, 2014 - $48,791) remained receivable. 
 
During the six months ended September 30, 2014, the Company made payments to companies with common 
directors and/or officers, in respect of management compensation (management costs) provided in the amount 
of $130,843 (September 30, 2013 - $305,750).  All of the management compensation in the six months ended 
September 30, 2014 was expensed.  At September 30, 2014, $704,250 (March 31, 2014 - $620,587) in 
management compensation remained payable to these related companies. 
 
During the six months ended September 30, 2014, the Company incurred legal fees in respect of services 
provided by a professional corporation controlled by an officer in the amount of $43,380 (September 30, 2013 - 
$86,000).  At September 30, 2014, $43,380 (March 31, 2014 - $36,960) remained payable to this related party 
for legal fees. 
 
Compensation of key management personnel of the Company 
 
The remuneration of directors and other key management personnel was as follows: 

 Three months ended  Six months ended 

 
September 

30, 2014 
 

September 
30, 2013 

 
September 

30, 2014 
 

September 
30, 2013 

 
$  $  $  $ 

Short term compensation (i) 146,762 279,750 392,389  638,181

Share based payments (ii) - 111,689 -  215,585

 146,762 391,439 392,389  853,766

 
(i) Short term compensation includes salaries, bonuses and allowances, employment benefits and directors’ 

fees. 
(ii) Share based payments represent the amount recorded by the Company for vested stock options and DSUs 

issued during the period to directors and other key management personnel. 

In accordance with IAS 24, key management personnel are those persons having authority and responsibility for 
planning, directing and controlling the activities of the Company directly or indirectly, including any directors 
(executive and non-executive) of the Company.  The remuneration of directors and key management is 
determined by the compensation committee, having regard to the performance of individuals and market trends. 
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24. Impairments 

 Three months ended  Six months ended 

 
September 

30, 2014 
 

September 
30, 2013 

 
September 

30, 2014 
 

September 
30, 2013 

 
$  $  $  $ 

Accounts receivable and prepaid expenses 1,124,266 -  1,124,266  -

Inventories 1,859,158 - 1,859,158  -

Long term prepaid expenses, advances 
and deferred expenses 

19,601,625 - 19,601,625  -

Mineral property interests 84,473,349 - 84,473,349  -

Property, plant and equipment 91,110,330 - 91,110,330  -

 198,168,728 - 198,168,728  -

 
Due to a significant decline in the price of iron ore since March 31, 2014, the Company carried out an impairment 
assessment as at September 30, 2014 in accordance with the Company’s accounting policies and as required by 
IAS 36, using prevailing iron ore prices, current mining and transportation contract terms and current ocean 
freight from Eastern Canada to China.  Impairment is recognized when the carrying amount of an asset exceeds 
its recoverable amount. 
 
As at September 30, 2014 it was determined that, based on prevailing iron ore prices, existing contract terms 
and current ocean freight from Eastern Canada to China, the carrying value exceeded the recoverable amount of 
certain assets.  Accordingly, a non-cash impairment totaling $198,168,728 was recognized in the three and six 
month periods ended September 30, 2014. 
 
As outlined in its accounting policies, the Company uses the fair value less cost of disposal to determine 
recoverable amount as it believes that this will generally result in a value greater than or equal to the value in 
use.  When there is no binding sales agreement, fair value less costs of disposal is estimated by various 
valuation methods including the discounted future cash flows expected to be derived from a project and 
estimates of value of exploration potential, less an amount for costs to sell estimated based on similar past 
transactions. 
 
Estimated cash flows based on expected future production, operating costs and capital costs estimates, and 
forecasts of commodity prices and exchange rate assumptions are included in the determination of fair value. 
 
The inputs used in the fair value measurement constitute Level 3 inputs under the fair value hierarchy. Key 
estimates and judgments used in the fair value less cost of disposal calculation are estimates of production 
levels, operating costs and capital expenditures reflected in the project’s life of mine plans, the value of in situ 
minerals, exploration potential and land holdings, as well as economic factors beyond the Company’s control, 
such as metal prices, discount rates and foreign exchange rates.  
 
Significant judgments and assumptions are required in making estimates of fair value. It should be noted that the 
valuations are subject to variability in key assumptions including, but not limited to, forecasts of iron ore prices, 
currency exchange rates, discount rates, production, operating and capital costs. A change in one or more of the 
assumptions used to estimate fair value could result in a change in fair value. 
 
This fair value estimate does not give any value to the potential to reduce operating costs, higher iron ore prices, 
the substantial in-situ resource or the exploration potential of the Company’s properties.  The fair value estimate 
may not be representative of actual net realizable value in an actual transaction. 


