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UPFRONT 
 

Canadian Orebodies‟ Haig Inlet iron ore project is a hidden gem in the Canadian 

iron ore sector. The project is relatively unknown, but it already has more than 

500 Mt @ 35% Fe in a NI 43-101 compliant mineral resource. Further, this 

resource will likely increase to more than 1 billion tonnes as a result of the 

planned exploration of three new targets in 2012-2013.  

 

The project‟s location on the Belcher Islands in Hudson Bay is favourable 

compared to the locations of many of its more well-known domestic peers. 

Since the Belcher Islands are close to Quebec, the project may be able to 

capitalize on some of the infrastructure commissioned under the Province‟s Plan 

Nord. The climate on the Belchers is generally more favourable than for many 

of the Nunavut-based iron ore projects. Most importantly, the deposit is located 

at tidewater and will not need a costly railroad or a pipeline to get to port.  

 

A Preliminary Economic Assessment (PEA) for Haig Inlet is expected in early 

2013. A favourable PEA could be the catalyst to attract a strategic partner, 

which is the most likely route of development for the Company. 

 

PROFILE 
 

Canadian Orebodies Inc. (“Orebodies” or the “Company”) is a junior natural 

resource exploration and development company with its flagship Haig Inlet iron 

ore project located in Nunavut, Canada.  

 

RECOMMENDATION 
 

We are initiating coverage of Orebodies with a Speculative Buy rating, and a 

Target Price of $0.70. The shares are suitable for risk-tolerant investors. 
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THE COMPANY  
 

Orebodies has interests in 11 mining exploration properties located in Canada. The Company‟s exploration focus 

is on iron ore and its main property is the Haig Inlet iron ore project, located on the Belcher Islands in Hudson 

Bay in southern Nunavut (see the map below). Orebodies is in the process of spinning out its other 10 properties 

into a separate company (see Page 13). 

 

KEY PROJECT  
 

The Haig Inlet iron ore property covers 2,685 ha of Inuit-Owned Land. A NI 43-101 resource estimate was issued 

in February 2012, consisting of an Indicated iron ore resource of 230 million tonnes at 35.17% Fe, and an Inferred 
resource of 289 million tonnes at 35.47% Fe. In 2011, Orebodies staked new claims that are to the north and the 

west of the property and cover 22,691 hectares of Municipal Land. 

 

Map 1: The Haig Inlet Project’s Location 

 
Source: Company 

 

TARGET PRICE 
 

We have derived the following intrinsic values for Orebodies using two valuation methodologies, as set out in our 

Valuation section on Page 14. 

 

● Market Cap to Resource Valuation: $0.71 
● Per Attributable Resource Valuation: $0.68 

 

From these two intrinsic values, we are setting our Target Price for Orebodies‟ shares at $0.70. 
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INVESTMENT CONSIDERATIONS 
 

A. Strengths 
 

 Favourable Location: The Haig Inlet iron ore project has not yet received much attention, although it has 

many features that put it on par with, and even ahead of, many well-financed junior iron ore projects located 

in Canada‟s north.  
 

(a) Labrador Trough: As compared to Labrador Trough projects, it does not need an expensive railroad or 

pipeline to a port since it is located at tidewater.  

(b) Nunavut: As compared to Nunavut projects, it is located in a warmer climate with no permafrost or 

multi-year sea ice, and is also much closer to Quebec with its infrastructure and potential subsidies from 

Plan Nord. 

 

 Prospective Targets: Currently, the Haig Inlet project is amongst the smallest in Canada with total NI 43-

101 resources of 519 Mt. That should change in 2012-2013 as a result of drilling on three new targets that are 

prospective for the discovery of additional iron mineralization. We estimate the project‟s total resource at 

more than 1 billion tonnes based on the geological characteristics of the new targets. 

 

 Forthcoming PEA: Orebodies is expected to obtain a PEA for the Haig Inlet deposit early next year, since 

additional drilling for the study is scheduled to begin in early June 2012. We expect that the Company will 

eventually approach potential strategic partners for the project, and a favourable PEA is thus critical.  

 

 Iron Ore Pure-Play: The ongoing spin-out of the non-iron ore projects by Orebodies will allow the 

Company to brand itself as a pure-play iron ore company which should help find a strategic partner. 
 

B. Challenges 
 

 Possible Infrastructure Problems: The Haig Inlet project is located on the sparsely populated Belcher 

Islands in Hudson Bay. If the scenario of barging ore to a port in Quebec does not materialize, Orebodies will 

have to build a power plant, processing facilities, and oceanic port facilities on the Belchers. 

 

 Raising Investor Awareness: Orebodies acquired Haig Inlet in June 2011, and needs time to gain investor 

attention for its key project. In addition, the Company‟s small market cap and low average daily share trading 

volume discourages institutional interest. 
 

 Securing An Off-Take Agreement: Orebodies has not yet secured an off-take agreement, which would be 

a major step toward advancing the project.  
 

 Commodity Price Risk: Although the deposit features one of the highest average resource grades (over 

35% Fe) of non-direct shipping ore projects in Canada, the project may become a marginal producer as 

compared to direct shipping ore (DSO) producers if iron ore prices weaken below our forecast. 

 

POTENTIAL STOCK PRICE CATALYSTS 
 

The following key events, if achieved, could generate increased investor interest:  

 

(1) Summer-Fall 2012:  Drilling results from the Haig South target and the three new targets; 

(2) Fall 2012:  Results of the metallurgical testing of the Haig Inlet ore; 

(3) Early 2013:  A PEA for the Haig Inlet project; and  

(4) By March 2013:  A new NI 43-101 resource estimate for one of the three new targets.  
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PEA FOR HAIG INLET PROJECT 
 

Increased international interest (particularly from China) in the Canadian iron ore industry in the last two years 

has led to more than $10 billion in investment in iron ore projects in Nunavut and the Labrador Trough in Quebec. 

To advance its Haig Inlet project and, likely, attract a strategic partner, Orebodies obtained a NI 43-101 resource 

estimate in February 2012, and is planning to initiate a PEA study for the project later this year.  
 

COMMENT: We expect that the PEA will be based largely on the Haig Inlet project’s February 2012 resource 
estimate. This estimate may get an update this year based on additional drilling of the South Haig Inlet target. In 

2011, one hole (CO11-53, see red arrow on the map below) was drilled on the target and contributed 134 Mt @ 
35.4% Fe in Inferred resource to the resource estimate. Because of the nature of iron ore mineralization in 

general and of the mineralization on the Haig Inlet property in particular, where iron ore outcrops are visible and 
widespread, just one hole was enough to infer the resource. At the same time, for PEA purposes, Orebodies needs 

more drilling to confirm grades and the interpreted thicknesses extrapolated from the iron formation on the 

target. As a result of the drilling, the South Haig Inlet’s resource may also be upgraded to an Indicated category 

and/or increased. 
 

Map 2: 2011 Drilling Program 
 

 
Source: Company 
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In 2012, Orebodies plans to drill four holes around drill hole CO11-53, and four more widely-spaced holes 

immediately south of it.  
 

COMMENT: Orebodies has already contracted two drills for the summer 2012 drilling program. Last year, the 
Company shipped the drills to the Belcher Islands by barge. The first scheduled barge usually arrives at the 
Sanikiluaq port around July 15, while weather conditions in the area allow for drilling to start in late May – early 

June. To avoid delays this year, Orebodies is planning to fly in one or both drills to the Sanikiluaq airport and 

start drilling in early June. If only one drill is flown in, the other drill should arrive with the first barge. To be 
able to complete the PEA on schedule, the Company will need to drill the South Haig Inlet target as soon as 

possible since often there can be significant waiting times to obtain assay results from certified labs. 

 

To complete the PEA, the Company will also carry out mineralogical and metallurgical studies on the Haig Inlet 

ore, which should start in early summer 2012.  

 

COMMENT: We expect that the PEA will be published in early 2013. 

 

EXPLORATION OF THE NEW TARGETS 

 

In addition to drilling Haig South in 2012, Orebodies plans to drill three new targets on the newly staked claims to 

the north and west of the Haig Inlet deposit: Kihl Bay; Haig West; and Haig North (see map below). The objective 

of the drilling is to identify at least one area with close-to-surface iron mineralization amenable for open pit 

mining.   

 

Map 3: Haig North, Haig South and Kihl Bay Targets 
 

 
Source: Company 
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1. Kihl Bay  
 

The Kihl Bay target comprises closely-spaced folds (anticlines and synclines, see Map 4 and Picture 1 below) as 

defined by the Aster satellite imagery work of the project completed by Wickert et al in 2007.  
 

Map 4: Aster Satellite Image of Folding at Kihl Bay  
 

 
Source: Company 
 

COMMENT: Anticlines are folds that are convex up (see the illustration below). The Company believes that the 
anticlines on the Kihl Bay target elevated the iron ore mineralization close to surface. The target thus looks to 

have the potential for large open-pit, near-surface tonnage of iron ore, which is why Orebodies considers it to be 

the priority for the 2012 drilling program. 
 

Picture 1: Diagram of an Anticline 
 

 
Source: Wikipedia 

Folding 
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COMMENT: The iron ore on the Haig Inlet deposit and the Kihl Bay target is hematite-dominant, as shown 

below on the airborne magnetic survey map drawn by Belcher Mining Corporation Ltd. in the 1950s. The 
dominant pink areas depict the magnetic expression of hematite on both targets. There is a north-south trending 

zone with a strong magnetic response in the eastern corner of the map, to the east of Kihl Bay. 

 

Map 5: Airborne Magnetic Survey, Haig Inlet and Kihl Bay Targets 
 

 
Source: Company 

 
 

Approximate 

Area of Haig 

Inlet Deposit 
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2. Haig West 
 

The Haig West target (see Map 6 below) is believed to host a 29.4 km parallel extension of iron-bearing rocks 

trending north-south on the west side of Flaherty Island. The trend coincides with outcropping iron mineralization 

on the ground, which Orebodies confirmed while prospecting in 2011.  

 

Map 6: Haig North and Haig West Targets 
 

 
Source: Company 

 

COMMENT: Exploration in the 1950s by Belcher Mining Corporation Ltd. identified a strong magnetic trend 

over the entire length of the target (29.4km): on Map 7 on the next page, there are strong magnetic signatures 

(spikes), which suggest potential for the discovery of magnetite iron mineralization.  

 

 

3. Haig North 
 

The Haig North extension covers 17 km of potential strike length. Two areas of iron formation that outcrop 

along the extension were examined by Orebodies in 2011 and were shown to exhibit iron-rich argillite. The 

Company believes that the extension is potential for the discovery of additional near-surface iron mineralization.  
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COMMENT: In total, on all three new targets, Orebodies will likely drill approximately 20 widely-spaced holes. 

After that, the Company plans to follow with in-fill drilling on the target that is identified as having the highest 
potential for abundant near-surface iron mineralization. The second stage on the area, identified as promising in 

stage one, would include around 3,000m of drilling. We believe that drilling will be finished by the end of 
September 2012. Allowing some time for assays and the Technical Report preparation, the resource estimate, 

based on the 2012 drilling program, could be available by March 2013. We expect that the Company will get back 

to in-fill drilling of the two other targets in 2013. 

 

COMMENT: At the production stage, Orebodies will likely plan to mine magnetite and hematite targets in 
phases. Thus, the Haig Inlet and Kihl Bay targets would be mined at one stage, while Haig West would be mined 

at the other stage. Currently, it is difficult to speculate about the order of the stages. 
 

Map 7: Airborne Magnetic Survey, Haig West 
 

 
Source: Company 
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4. Licensing 
 

Orebodies has all the necessary exploration licenses including that from Nunavut Tunngavik Incorporated for the 

Inuit-Owned Land package. The exploration license includes an appended production lease which could be 

entered into by producing a Technical Report that demonstrates the existence of an economically viable deposit. 

The production lease runs for 20 years and can be extended for the life of the mine. In April 2012, the Company 

also received the exploration license from the local council in Sanikiluaq for the 2012 drilling program.  

 

5. Prospective Resource Size 
 

The Haig Inlet property has an unclassified historical resource estimate of 907 million tonnes grading 27% Fe.  

 

COMMENT: The location of the 11 holes, which were drilled in 1954 and provided information for the historical 
estimate, and the methods of generation of the estimate are not fully clear. At the same time, we believe that the 
historical estimate shows that the project’s resource has ample room for growth from the current 519 Mt. Given 

the preliminary geological characteristics of the Kihl Bay, Haig West, and Haig North targets, we believe that the 

total project’s NI 43-101 resource may double as a result of in-fill drilling of one of these targets in 2012. There is 
potential for the resource to grow beyond 1 billion tonnes depending upon exploration results from the other two 

new targets. 

 

COMMUNITY AND INFRASTRUCTURE 

 

1. Community Outreach 
 

Orebodies boasts strong positive relationships with the Sanikiluaq community. The Company is the largest 

employer during the summer exploration season, and plans to employ 20 local people for the 2012 exploration 

campaign. The Company is making efforts to give back to the community in other ways too, as last year 

Orebodies cleaned up the debris left by Belcher Mining Corporation Ltd. at its exploration site some 50 years 

earlier. This summer, the Company is going to run its exploration program out of the community of Sanikiluaq by 

renting accommodations and facilities in the community (see Picture 2 below). Renting local facilities will also be 

economical for the Company as last year it spent close to $1 million running the 30-man exploration camp.  

 

COMMENT: As a result of such good community relationships, we expect that Orebodies will not have problems 

getting the production license or expanding the project. 

 

Picture 2: Inuit Hamlet of Sanikiluaq (Belcher Islands, Nunavut) 
 

 
Source: Company 
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2. Infrastructure 
 

The iron ore project on the Belcher Islands shares its climatic characteristics with the Labrador Trough projects. In 

terms of infrastructure, despite its location on a sparsely-populated island in Hudson Bay where there is no 

industry or large-scale power supply, the project has some advantages to other iron ore projects in Canada‟s north. 

 

(a) Advantages Over Labrador Trough Iron Ore Projects:  
  

 1. No need to ship iron ore by a long railroad or pipeline to a port, which is a major issue for Labrador Trough 

projects. The Haig Inlet property and newly-staked claims are located on the shore at tidewater; the distance 

from the properties to a potential deep water site is, on average, 10km.  

 

COMMENT: This advantage is to some extent, but not fully, mitigated by the fact that the shipping time from the 
Belcher Islands (or Kuujjuarapik, the port location in Quebec which will likely be used by Orebodies) to global 

iron ore destinations is 2-3 days longer than from Sept-Iles, the port used by the Labrador Trough projects. 

 

 2. Unlike in Ungava Bay (Oceanic Iron Ore Corp. – Hopes Advance project), where tides reach eight metres, 

tides on the Belcher Islands are just 1-2 metres, which should reduce capex for the port infrastructure. 

 

(b) Advantages Over Nunavut Iron Ore Projects: 
 

 1. Compared to Baffinland Iron Mines and Advanced Explorations projects, which are both north of the Arctic 

Circle and subject to multi-year sea-ice and perma-frost, the Haig Inlet project is located more than 1,300 

km straight south (see Map 8 on the next page). The project thus enjoys a somewhat milder climate, and 

should require less capital and operating expenditures related to weather conditions. 
 

 2. The route from the Belcher Islands to the Atlantic Ocean is approximately 165 days ice-free, while a 

potential shipping season using an entry level ice-class ship is expected to be greater than 250 days. 

Shipping from the other two Nunavut projects‟ locations is more limited, requiring either a shorter shipping 

season, or a more fortified ice-class ship.  
 

 3.  The Belcher Islands are just 150 km off Quebec‟s coast, which presents easy access to locations with 

available power supply and other infrastructure, including facilities to be developed under Plan Nord. 

 

(c) Disadvantages To Labrador Trough Iron Ore Projects:  
 

 1. Less developed infrastructure than for projects which are close to power supply and bigger communities.  
 

COMMENT: At the same time, Orebodies, as one scenario, plans to ship iron ore by barge to a multi-user port 
on the Hudson Bay shore (most likely at Kuujjuarapik) which is being considered by the Quebec government 

within Plan Nord. At that site, the Company will have access to electricity from the La Grande hydropower 

projects for its processing facilities.  

 

 2. Due to the project‟s jurisdiction within Nunavut, there is no direct access to infrastructure projects that may 

be built under Plan Nord. 
 

COMMENT: We consider the option of barging iron ore from the project to Quebec’s port as the most viable 
one as the alternative would involve building a power plant and oceanic port facilities on the Belcher Islands. 

Orebodies thus should be able to benefit from Plan Nord. 

 

COMMENT: We can see no infrastructure-related disadvantages of the Haig Inlet project as compared to 
Baffinland Iron Mines and Advanced Explorations projects. Both these projects have received global strategic 

investors: Baffinland Iron Mines has been acquired by a corporation owned 70% by ArcelorMittal and 30% by 

Iron Ore Holdings, while Advanced Explorations has formed a joint venture with XinXing Pipes Group of China.  
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Map 8: Haig Inlet Compared With Other Iron Ore Projects 
 

 
Source: Company, eResearch 

 

Potential Capital Cost 
 

Iron ore projects in the Labrador Trough and Nunavut are quite capital intensive. For instance, the capex to 

develop New Millennium Iron Corp.‟s LabMag and KeMag taconite projects in the Labrador Trough is identified 

at $4.85 billion at the production rate of 22 Mtpa of concentrate. Advanced Exploration‟s Roche Bay project in 

Nunavut has an estimated capex of $1.4 billion (10 Mtpa of concentrate). 

 

COMMENT: The capex to develop the Haig Inlet project will depend, in particular, on the annual production 
rate. One of the phases of the project’s development, which will likely cover the historical Haig Inlet deposit and 
the Kihl Bay target, may have around 1 billion tonnes of resource. This resource may command a production rate 

of 10 Mtpa of concentrate and, therefore, similar to or lower than the Roche Bay project’s capex. The Haig Inlet’s 

Fe grade is favourable compared to Roche Bay’s at 35% vs. 26%, which may also be one of the reasons for a 
lower capex estimate for Orebodies’ phase 1 project. If the production rate of the first stage is 20 Mtpa, the capex 

may reach $3.7 billion, according to the Hopes Advance project’s PEA (Oceanic Iron Ore Corp.). This amount 

may be lower as tides at the Belcher Islands are much lower than at Ungava Bay (Hopes Advance). 
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OPTION AGREEMENT FOR HAIG INLET PROPERTY 

 
In June 2011, Orebodies acquired 10% in the Inuit-Owned Lands Mineral Exploration Agreement (the "NTI 

Agreement") with Nunavut Tunngavik Incorporated ("NTI") which covers the Haig Inlet project. For the 10% 

interest in the NTI Agreement, the Company issued 3 million shares to the vendors. To earn an additional 15% 

under the NTI Agreement, Orebodies must issue 4 million shares by June 15, 2012 and, to earn the remaining 

75%, issue 7 million shares by June 15, 2013.  

 

COMMENT: We anticipate that, by June 15, 2013, the Company will have issued the requisite 11 million shares 

to become the 100% owner of the Haig Inlet project.  

 

 

 

SPIN-OUT OF NON-IRON ORE ASSETS 

 

On April 24, 2012, Orebodies announced a restructuring of its assets through a forthcoming spin-out of its non-

iron ore assets into a new company to be incorporated (“SpinCo”). Thus, Orebodies will become a pure-play iron 

ore company. SpinCo will focus on the lithium, rare earths, and other metals projects acquired from the Company 

(see the summary of the projects below). 

 

Table 1: Summary of Canadian Orebodies’ Projects 

 

Mineral Location Ownership Area, ha

Haig Inlet Iron Ore Nunavut Option to earn 100% 25,376

Trump Property Ni-Cu-PGE Ontario 80% 1,536

Hawkins Gold Ontario 100% 1,776

Zigzag Lithium/Rare Metals Ontario Option to earn 80% 2064

Falcon Lithium/Rare Metals Ontario 100% 960

Despard Lithium/Rare Metals Ontario 100% 256

Dempster Lithium/Rare Metals Ontario 100% 256

Outer Zigzag Lithium/Rare Metals Ontario 100% 784

Vegan Lithium/Rare Metals Ontario 100% 256

Niemi South Lithium/Rare Metals Ontario 100% 256

Greenbush Lithium/Rare Metals Ontario 100% 240  
Source: Company 

 

The proposed restructuring is subject to approval by the Orebodies Board of Directors, shareholders, the Ontario 

Superior Court of Justice, and the TSX Venture Exchange.  

 

The Company expects that the restructuring will be completed in Q3/2012. 

 

COMMENT: We consider the spin-out to be positive for Orebodies. If, according to our expectations, the 
Company eventually seeks a strategic investor and partner for its iron ore business, the spin-out should make this 

task easier since most steelmaking-related companies probably would not be interested in lithium and rare metals 

assets.  
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VALUATION  
 

We are utilizing two valuation methodologies in our valuation of Canadian Orebodies. We are also basing our per 

share figure on 129.1 million shares outstanding, which we expect the Company will have by early summer 2013. 

 

(1) Market Capitalization/Resource Valuation  
 

The MC/R multiple indicates the relationship of Orebodies‟ market capitalization to its estimated tonnage of Fe 

equivalent. For peers, we use Canadian companies exploring for iron ore in the Labrador Trough and Nunavut. 

 

Table 2: Market Capitalization – Resources 

 
Stock Stock  Fe Equiv 

Company Symbol Price   (M tonnes) 

Canadian Orebodies Inc. CO: TSX-V $0.18 129.1            $23 183 0.12x

Alderon Iron Ore Corp. ADV: TSX-V $3.08 100.1            $308 328 0.94x

Century Iron Mines FER: TSX $1.45 97.3 $141 332 0.43x

New Millennium Iron NML: TSX-V $2.16 178.0            $385 989 0.39x

Champion Minerals CHM: TSX $1.54 105.2            $162 594 0.27x

Advanced Explorations Inc. AXI: TSX-V $0.34 151.9            $52 242 0.21x

Adriana Resources ADI: TSX-V $0.97 155.7            $151 754 0.20x

Oceanic Iron Ore Corp. FEO: TSX-V $0.35 174.4            $61 481 0.13x

Peer Average 565 0.37x

Shares O/S 

(M)

Market Cap 

(M)

MC/R

   
Source: Company and eResearch 

 

The following table presents a sensitivity analysis for Orebodies‟ MC/Resource valuation.  
 

Table 3. Sensitivity Scenarios for MC/R Ratio 

 

MC/R Ratio (x) Fe M tonnes Potential MC (M)  Shares O/S (M) Price/Share

0.12 183 $23 129.1 $0.18

0.37 183 $67 129.1 $0.52

0.50 183 $92 129.1 $0.71

1.00 183 $183 129.1 $1.42  

Source: eResearch 

 

Orebodies is currently trading at a hefty 66% discount to the peer average MC/Resource: 0.12x vs. 0.37x. Given 

that the Company should obtain a PEA for the Haig Inlet project and increase its NI 43-101 resource estimate, 

which would bring it to par with an average junior iron ore project located in either the Labrador Trough or 

Nunavut, we assume an industry average as a target multiple for Orebodies.  

 

However, for iron ore companies in general, we consider 0.37x to be too low to be taken as an average 

MC/Resource multiple in the spring of 2013. If, at that time, the junior stock market has improved and the iron ore 

market develops according to consensus expectations, more advanced projects should navigate closer to Alderon‟s 

current MC/Resource of 0.94x and, therefore, a ratio of 0.50x for Orebodies is justifiable.  

 

This level implies a price per share of $0.71 (see the sensitivity table above), which we calculate to be the stock‟s 

Intrinsic Value by spring/early summer of 2013.  

 

If, by that time, Orebodies has identified or obtained a strategic partner, we consider that a MC/Resource ratio of 

1.00x would be fair for the stock. At this multiple, the Intrinsic Value is $1.42. 
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(2) Per Attributable Resource Method 
 

In our matrix of the per attributable resource values below, we set out the following: 

 

(1) A range of values for the price of pellets, in the ground, from US$1.20/t (1.0% of the forecast FOB price for 

pellets (see price commentary in Appendix 2: Iron Ore Market on Page 22) of US$120/t) to US$4.20/t (3.5% 

of the price); and 

(2) A size of deposit ranging from 37Mt (20% of Fe contained in the Haig Inlet project) to 183Mt (100%).  

 

Using the in-ground price of pellets of US$2.40/tonne (2.0% of the pellet long-term market price) and a potential 

size of the deposit of 37 Mt (20% of Fe at Haig Inlet), the Intrinsic Value is calculated to be $0.68 per share. 

 

Table 4: Matrix of Values Per Attributable Resource 
  
Price of Iron Ore, US$/tonne (in-the-ground) $1.20 $1.80 $2.40 $3.00 $3.60 $4.20

% of the market price of pellets 1.0% 1.5% 2.0% 2.5% 3.0% 3.5%

Market Cap (C$ million)

   Using 37Mt Resource $44 $66 $88 $110 $132 $154

   Using 73Mt Resource $88 $132 $176 $220 $264 $308

   Using 110Mt Resource $132 $198 $264 $330 $396 $462

   Using 147Mt Resource $176 $264 $352 $440 $528 $616

   Using 183Mt Resource $220 $330 $440 $550 $660 $770

Per share

   Using 37Mt Resource $0.34 $0.51 $0.68 $0.85 $1.02 $1.19

   Using 73Mt Resource $0.68 $1.02 $1.36 $1.70 $2.05 $2.39

   Using 110Mt Resource $1.02 $1.53 $2.05 $2.56 $3.07 $3.58

   Using 147Mt Resource $1.36 $2.05 $2.73 $3.41 $4.09 $4.77

   Using 183Mt Resource $1.70 $2.56 $3.41 $4.26 $5.11 $5.97  
Source: eResearch 

 

(3) Target Price Calculation 
 

The Intrinsic Value of $0.71 calculated under the Market Cap/Resource valuation method corresponds to 

conservative assumptions according to the in-situ method. This fact strengthens our confidence that the range of 

$0.68 - $0.71 per share is a highly attainable level for the stock sometime in spring-summer 2013.  

 

For our Target Price, we are averaging the results of the two valuation methods, which is $0.70 per share.  

 

RATING AND RISKS  
 

We rate the stock as a Speculative Buy. The Company‟s risks stem from: 

 

 Iron Ore Market: Orebodies‟ future cash flows depend on the trends in iron ore prices. If long-term prices of iron 

ore are lower than in our forecast, the Company may become a marginal producer. As such, it may be forced to 

exit the market due to its lower Fe grade when compared to competing global DSO (direct shipping ore) projects. 

At the same time, the Haig Inlet project would still be in a better position when compared to lower-grade 

Canadian projects. 

 

 Early Business Stage: Orebodies bears risks inherent for early-stage mining exploration and development 

companies. The Company currently has a NI 43-101 resource estimate for just one of its four exploration targets 
and no economic studies. The Company also currently lacks a strategic partner, a critical factor for the 

development of capital-intensive iron ore projects. 
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FINANCIAL REVIEW AND OUTLOOK 
 

Fiscal Year End: January 31. 

 

Revenues: Orebodies is an exploration company: the Company has not yet set a production launch date.  

 

Burn Rate: Orebodies‟ operating burn (general expenses, management and professional fees, and shareholder 

services) grew from around $32,000 monthly in FY 2011 to $48,000 monthly in FY 2012. We expect that these 

expenses will get adjusted for the spin-out of the Company‟s non-iron ore assets sometime in FY2013 (by 

deducting around 25%) and, after that, will grow gradually. 

 

Capex: We expect that Orebodies will spend around $3 million on exploration in FY2013. This should cover 

about 6,000m of drilling and the cost of the PEA for the Haig Inlet project. 

 
Cash and Financing: As of January 31, 2012, the Company‟s cash position was at $1.7 million. To cover its 

operating and capital burn, we expect that Orebodies will need at least $3 million in financing in FY2013. Most of 

this amount could be raised through options and warrants exercise. Given our Target Price for the stock at $0.70 

per share and our assumption that holders would exercise their options and warrants close to the respective expiry 

dates, around 10 million options and warrants may be exercised by February 2013 (see the italicized entries in the 

table below), providing around $2.5 million in new equity.  

 

Table 5:  Warrants and Options as at January 31, 2012 

Options

Number Exercise Price Expiry Date Comment Potential Equity

1,950,000 $0.18 31-Mar-13 In-the-Money $351,000

1,200,000 $0.10 17-Sep-14 In-the-Money $120,000

1,925,000 $0.10 28-Jul-15 In-the-Money $192,500

925,000 $0.34 24-Mar-16 Out-of-the-Money $309,875

200,000 $0.24 5-Aug-16 Out-of-the-Money $47,000

6,200,000 $1,020,375

Warrants

Number Exercise Price Expiry Date Comment Potential Equity

4,570,111 $0.18 19-Nov-12 In-the-Money $822,620

141,055 $0.09 19-Nov-12 In-the-Money $12,695

141,778 $0.18 19-Nov-12 In-the-Money $25,520

7,500,000 $0.48 15-Dec-12 Out-of-the-Money $3,562,500

900,000 $0.35 15-Dec-12 Out-of-the-Money $315,000

450,000 $0.48 15-Dec-12 Out-of-the-Money $213,750

1,977,500 $0.48 18-May-13 Out-of-the-Money $939,313

237,300 $0.30 18-May-13 Out-of-the-Money $71,190

118,650 $0.48 18-May-13 Out-of-the-Money $56,359

16,036,394 $6,018,946

Current Price: $0.20

10,036,394 2,593,696

Source: Company, e Research estimates
 

 
 

Number of Shares: In addition to 11.7 million new shares, which should be added in FY2013 through 

options/warrants exercise and new share issues, Orebodies should issue 11 million shares by June 15, 2013 to earn 

an additional 90% interest in the Haig Inlet project. Overall, the number of shares outstanding should rise from 

106.4 million at the end of FY2012 to 129.1 million by June 15, 2013. 
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Table 6: Abridged Financial Statements 

 

(C$) Year End Year End Year End

Statement of Income (Loss) Jan 31 2011 Jan 31 2012 Jan. 31 2013E*

Revenues -                    -                       -                        

Office and general (78,340)             (94,598) (87,267)                 

Management and professional fees (269,681)           (394,036) (363,498)               

Representation and shareholder services (78,946)             (179,127) (165,245)               

Share-based compensation (122,900)           (320,990) (296,113)               

Write-off of properties and exploration exp. (1,151,893) (1,173,782) (1,082,814)            

Premium on flow-through shares income 83,907 122,750 113,237                

Interest and investment (expense)/income (3,079)                  (2,840)                   

Deferred income tax recovery 121,660 15,340                  

Unrealized gain on marketable securities 67,640              107,360                -                        

Net Income/(Loss) (1,428,553)     (1,920,162)         (1,884,540)         

Total S/O 78,717,455 106,440,476 122,102,085

Weighted Average S/O 66,461,000 98,054,000 114,271,281

Earnings (Loss) Per Share ($0.02) ($0.02) ($0.02)

Cash Flow Statement

Net Income (Loss) (1,496,193)        (2,027,522)           (1,884,540)            

All Non-Cash Items 1,069,226         1,359,761             1,092,164             

Cash Flow from Operations (426,967)           (667,761)              (792,376)               

Capital Expenditures (Properties) (400,747)           (4,968,356)           (3,000,000)            

Other Investing Items -                    21,921                  -                        

Free Cash Flow (827,714)           (5,614,196)           (3,792,376)            

Working Capital Changes 12,583              (385,000)              (349,965)               

Cash Flow before Financing (815,131)           (5,999,196)           (4,142,341)            

Equity Financing 1,155,888         6,969,935             3,000,000             

Debt Financing -                    -                       -                        

Change in Cash 340,757          970,739              (1,142,341)         

Cash, Beginning of the Period 375,244            716,001                1,686,740             

Cash, End of the Period 716,001            1,686,740             544,399                

Balance Sheet As At: Jan. 31 Jan. 31 Jan. 31

(C$) 2011 2012 2013E*

Cash and Marketable Securities 716,001            1,686,740             544,399                

Other Current Assets 686,194            1,103,716             1,675,397             

Mineral Properties 2,710,317         7,386,641             8,539,981             

Total Assets 4,112,512       10,177,097        10,759,777        

Current Liabilities 569,390            474,212                341,433                

Long-Term Debt -                    -                       -                        

Shareholders' Equity 3,543,122         9,702,885             10,418,345           

Total Liabilities & Equity 4,112,512       10,177,097        10,759,777        

Book Value (S.E.) Per Share $0.05 $0.09 $0.09  
Source: Company and eResearch      E = Estimated by eResearch * adjusted for the spin-out 
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MANAGEMENT & DIRECTORS 
 

Donald D. McKinnon, Chairman of the Board 
With more than 45 years of experience in the international mineral exploration industry, Donald McKinnon is 

renowned for the discovery of Hemlo, one of Canada's largest and richest gold mining camps. Around the mining 

world he is known for his research and extensive library. Mr. McKinnon was named Prospector of the Year in 

1983, received the Order of Canada in 1996, and the Queen's Golden Jubilee Medal in 2002. He is also the 

President of McKinnon Prospecting Ltd., a private mineral prospecting company, and sits on the advisory board 

for Inter-Citic Minerals, a China-based gold exploration company, and American Creek Resources. 

 

Gordon McKinnon, President and CEO, Director  
Gordon McKinnon provided his services to Canadian Orebodies‟ predecessor company, Baltic Resources, for over 

two years, where he played a key role in the sale of the Martison Phosphate deposit. Mr. McKinnon is currently 

serving as a principal of McKinnon Prospecting Ltd., a private exploration company, and also sits on the board of 

directors for Phoscan Chemical Corporation, Mill City Gold Corporation, and Ring of Fire Resources. 

 

George Wahl, P. Geo, Resource Consultant 

George Wahl is a geologist with 25 years of experience in assisting clients in advancing projects from exploration 

through to feasibility study and construction. Since 2005, Mr. Wahl has provided ongoing advice on exploration 

programs, estimated mineral resources, and designed the bulk sampling program for Baffinland Iron Mines, which 

is currently entering the construction phase. Since 2009, Mr. Wahl has also estimated mineral resources, and 

planned infill drilling and metallurgical sampling programs for Northland Resources Inc.‟s projects in Sweden and 

Finland. Mr. Wahl has also worked on several iron projects in the Labrador Trough, as well as in Brazil and Peru. 

 

Henry Hutteri, P. Geo, Project Manager – Haig Inlet 
Henry Hutteri has over 20 years‟ experience as a geologist for exploration programs, as well as operating surface 

and underground mines. Mr. Hutteri is Orebodies‟ on-site Project Manager at Haig Inlet and is responsible for 

coordinating the summer exploration programs. Prior to joining Canadian Orebodies, Mr. Hutteri was a Senior 

Project Geologist for Baffinland Iron Mines, and a Senior Geologist for Temex Resources Corp. 

 

Fraser Laschinger, Corporate Development Manager 
Fraser Laschinger graduated with Honours in Business Administration from the Richard Ivey School of Business 

at the University of Western Ontario in 2006. Before joining Canadian Orebodies, Mr. Laschinger worked in 

equity research for a Canadian investment bank, and for a private resource company, where he oversaw corporate 

finance initiatives and led the due diligence on a number of potential acquisitions. 

 

John D. Harvey, Director 

John Harvey graduated with a B.Sc. degree in Geology from the University of New Brunswick in 1959. He served 

as President and CEO of Hemlo Gold Mines Inc. in 1989-1991. He also was President of Noranda Exploration 

Company in 1982-1994, and the COO of Noront Resources until 2009. Mr. Harvey was the co-recipient of the Bill 

Dennis Award for a Canadian discovery in 2010 for his role in the discovery of the „Ring of Fire‟.   

 

Chris Hodgson, Director 

Chris Hodgson entered provincial politics in 1994 and was appointed Ontario's Minister of Natural Resources and 

Minister of Northern Development and Mines in 1995. Within this post, he was recognized for creating growth in 

the Ontario mining industry, as he introduced a progressive new Mining Act. In 1997, he was appointed Chairman 

of the Management Board of Ontario and Deputy House Leader and, following his re-election in 1999, was re-

appointed Chairman of the Management Board of Cabinet. In 2001, he was named Minister of Municipal Affairs 

and Housing. Mr. Hodgson has served as the President of the Ontario Mining Association since 2004. 

 

Gordon J. Cyr, Director 
Gordon Cyr has been involved in surface and underground exploration drilling programs for over 30 years. In 
1988-1997, he served as President of a diamond drilling firm, Midwest Drilling. Mr. Cyr also served as Regional 

Manager and General Manager for Major Drilling prior to his departure in 2003. In 2004, Mr. Cyr established Cyr 

Drilling International Ltd. 
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APPENDIX 1: THE HAIG INLET PROJECT 

 

Property Description and Location 
 

The Haig Inlet project is located on Flaherty Island, which is part of the Belcher Islands in lower Hudson Bay, 

Nunavut, Canada. The property is located on map sheet NTS34 D-6 with Latitude: 56° 20” 19 N and Longitude: 

79 ° 04” 04 W.  

 

The main Haig Inlet Property, which hosts the NI 43-101 Mineral Resource estimate, covers 2,685 hectares of 

Inuit-Owned Land and 13 claims 10.4 km to the west of Haig Inlet covering 10,172 hectares of Municipal Land 

(see Map 9 below). The project also includes a contiguous set of 19 staked claims comprising 12,519 hectares. In 

total, Orebodies‟ land position totals approximately 25,376 hectares. 

 

The property is accessible from Sanikiluaq by quad bike trail, helicopter, or boat. Sanikiluaq has an Inuit 

population of approximately 950 people and is serviced by a gravel strip airport with commercial flights to 

Winnipeg and Montreal. The air strip has a total length of 1,280m and is close enough to provide access to the 

Haig Inlet project for any potential mining operation. 

 

Map 9: Haig Inlet Project’s Composition 
 

 
Source: Company 
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History 
 

The Haig Inlet project was previously owned by Belcher Mining Corporation Ltd. In 1950‟s, it carried out 

trenching and drilling of 1,186m in 11 holes over 1.5 km
2
. Although a previous historical resource estimate of 907 

Mt grading 27% Fe is included in government records (Mining Management and Infrastructure Directorate, 1982), 

these are considered speculative and do not meet any standard of reportable resources or reserves.  

 

2011 Exploration Program 
 

Orebodies executed an exploration program in July-September in 2011 using three diamond drill rigs. In total, the 

Company drilled 9,119m in 64 holes, with all completed holes intersecting iron mineralization. All drill holes 

were oriented with vertical dip to intersect a largely flat lying deposit. Drill-holes were centred on east-west lines 

spaced 500m apart as part of an initial phase of drilling. The first three southern section lines were later infilled 

with a second phase of staggered holes, with hole collars located roughly in the centre point between 500m spaced 

drill holes. All of the holes were targeted on the land north of Haig Inlet with the exception of hole CO11-53, 

which was targeted in the centre of the spit of land south of Haig Inlet. The drill program was successful in 

outlining an enriched higher-grade hematite interval within the iron formation, establishing continuity of grade 

and thickness of this high-grade unit across a sufficiently large area to estimate Mineral Resources. 

 

Picture 3: 2011 Exploration Program 
 

 
Source: Company 

 

Resource 
 

In early February 2012, Orebodies published a NI 43-101 compliant resource estimate for the Haig Inlet project 

which consists of an Indicated iron ore resource of 230 million tonnes at 35.17% Fe and an Inferred resource of 

289 million tonnes at 35.47% Fe (see the table below). The resource has 183 Mt in Fe equivalent in the Indicated 

and Inferred categories. The estimate is based on the results from the 2011 drilling program. 
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Table 7: Haig Inlet Mineral Resource Statement 
 

Area Mineral Resource Category Million Tonnes % Fe

Haig North Indicated 230 35.17

Haig North Inferred 155 35.55

Haig South Inferred 134 35.37

Haig North Total Indicated 230 35.17

Haig North and South Total Inferred 289 35.47  
Source: Company 
 

Geology 
 

The Haig Inlet deposit is a Lake Superior type banded iron formation located at the western edge of Superior 

Province (Map 10 below). The Kipalu Iron Formation hosts the Haig Inlet iron mineralization and is overlain by a 

sequence of flood basalts. The iron formation is comprised of granular cherts and banded red cherts suggesting an 

alternating sequence of near-shore environment with deposition above and below the wave base and a deeper and 

quieter marine environment. In the area of the Haig Inlet deposits the formation is flat-lying. The Kipalu 

Formation is comprised of three major units: laminated ferruginous red cherts, hematite dominant iron formation, 

and granulite-bearing jasper. The entire unit ranges from 45m to 125m in thickness.  

 

COMMENT: To categorize the Haig Inlet project correctly, it is important to realize that the Kipalu Formation 

is considered to have been deposited under similar conditions and timing as the Sokoman Formation in the 

eastern Labrador Trough that hosts extensive iron deposits. Many of the stratigraphic sub-units of the Sokoman 

Formation can be correlated to similar units in the Kipalu Formation. Also noteworthy is that Lake Superior type 

iron formations have historically been one of the principal sources of iron ore throughout the world. 

 

Map 10: Regional Geology Map of Superior Province 

 

 
Source: Company 
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APPENDIX 2: IRON ORE MARKET 
 

Short-Term Positive Trend Continuing 
 

In November 2011, the iron ore was trading at $117/t. Since January 2012, the price has held in the $135/t-$150/t 

range, and is currently at $144/t. Thus, the short-term improvement of the iron ore market, which we noted in 

January 2012, is continuing.  

 

Chart 1: China Import Iron Ore Fines 62% Fe Spot (CFR Tianjin Port) USD/Metric Tonne  

 
Source: Bloomberg 

 

COMMENT: Our long-term iron ore price forecast remains as follows: FOB pellets price at $120/t and CFR 
China pellets price at $145/t (we estimate that the current CFR China pellets price is $180/t-$185/t). The main 
factor that should lead to long-term softening in iron ore prices remains in place, and that is the availability of 

Australian and Brazilian projects with cheaper ore in the long run. Prior to Orebodies’ getting economic studies 

for its iron ore project and a possible strategic partner, it is difficult to speculate about possible timing for the 
launch of production by the Company. Consequently, we believe that the timing of our long-term forecast (2015+) 

fits the Orebodies project’s timing. 

 

CORPORATE INFORMATION 
 

Canadian Orebodies Inc. 

141 Adelaide Street West, Suite 301 

Toronto, ON, M5H 3L5 

Tel: +1 (416) 644-1747 

Fax: +1 (416) 628-5911 

 

E-Mail: info@canadianorebodies.com 

Website: www.canadianorebodies.com 
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The Research Analysts who were involved in the preparation of this Research Report hereby certify that: 

(1) the views and opinions expressed herein accurately reflect the Research Analysts‟ personal views concerning 

any and all securities and issuers that are either discussed or are the subject matter of this Research Report; 

and 

(2) The compensation received for the preparation of this report was not related, in any way, to the Research 

Analysts‟ views and opinions expressed herein. 
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eResearch Recommendation System 
 

Strong Buy:  Expected total return within the next 12 months is at least 40%. 

Buy:  Expected total return within the next 12 months is between 10% and 40%. 

Speculative Buy:  Expected total return within the next 12 months is substantial, but Risk is High (see below). 

Hold: Expected total return within the next 12 months is between 0% and 10%. 

Sell:  Expected total return within the next 12 months is negative. 

 

 

eResearch Risk Rating System 
 

A company may have some, but not necessarily all, of the following characteristics of a specific risk rating to qualify for that rating: 

 

High Risk:  Financial - Little or no revenue and earnings, limited financial history, weak balance sheet, negative free cash 

flows, poor working capital solvency, no dividends.  

 Operational - Weak competitive market position, early stage of development, unproven operating plan, high cost 

 structure, industry consolidating, business model/technology unproven or out-of-date. 

 

Medium Risk:  Financial - Several years of revenue and positive earnings, balance sheet in line with industry average, positive 

free cash flow, adequate working capital solvency, may or may not pay a dividend. 

 Operational - Competitive market position and cost structure, industry stable, business model/technology is well 

established and consistent with current state of industry. 

 

Low Risk:  Financial - Strong revenue growth and earnings over several years, stronger than average balance sheet, strong 

positive free cash flows, above average working capital solvency, company may pay (and stock may yield) 

substantial dividends or company may actively buy back stock. 

 Operational - Dominant player in its market, below average cost structure, company may be a consolidator, 

company may have a leading market/technology position. 
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