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AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
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KSV KOFMAN INC.
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JUNE 23, 2016

1.0 Introduction

1. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(“Court”) made on April 2, 2015 (“Initial Order”), Labrador Iron Mines Holdings
Limited (“LIMH”), Labrador Iron Mines Limited (“LIM”) and Schefferville Mines Inc.
(“SMI”) (together, the “Company”) were granted protection under the Companies’
Creditors Arrangement Act (the “CCAA”) and Duff & Phelps Canada Restructuring
Inc. (“D&P”) was appointed the monitor (“Monitor”).

2. On June 30, 2015, D&P was acquired by KSV Kofman Inc. (“KSV”). Pursuant to an
Order of the Court made on July 10, 2015, the name of the firm handling D&P’s
mandates was changed from D&P to KSV, including acting as Monitor in these
proceedings. The licensed trustees/restructuring professionals overseeing this
mandate prior to June 30, 2015 remain unchanged.

3. On December 16, 2015, the Court made an Order extending the Stay Period (as
defined in the Initial Order) to June 30, 2016 (“Extension Order”).

4. On April 18, 2016, the Court made an Order approving a claims process (“Claims
Procedure”) with a claims bar date of May 31, 2016 (“Claims Procedure Order”).

5. The Affidavit of John Kearney, the Company’s Chairman and Chief Executive
Officer, sworn March 31, 2015 (“Initial Affidavit”), and filed in support of the
Company’s application for CCAA protection, describes, inter alia, the Company’s
background, including the reasons for the commencement of these proceedings.
Materials filed in these proceedings can be found on the Monitor’s website at
www.ksvadvisory.com.
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6. The principal purpose of these restructuring proceedings is to create a stabilized
environment in order to allow the Company the opportunity to restructure its key
contracts and refinance its business such that it will be in a position to resume its
mining activities when iron ore prices recover from their current multi-year low.

7. The Company was hopeful that by now the price of iron ore would have started to
recover. However, the price of iron ore has continued at historic lows such that it
remains highly uncertain when the Company will be able to resume operations.

1.1 Purposes of this Report

1. The purposes of this report (“Report”) are to:

a) Provide background information about the Company and these proceedings;

b) Discuss the Claims Procedure, including the claims filed therein;

c) Discuss the Company’s request for an extension of the stay of proceedings
from June 30, 2016 to September 30, 2016;

d) Report on the Company’s weekly cash flow projection for the period
June 18, 2016 to September 30, 2016 (the “Projection”);

e) Provide an overview of the Company’s and the Monitor’s activities from
April 12, 2016, the date of the Monitor’s Fifth Report to Court (“Fifth Report”) to
the date of this Report; and

f) Recommend that this Court make an order:

 granting the Company’s request for an extension of its stay of
proceedings from June 30, 2016 to September 30, 2016; and

 approving this Report and the Monitor’s conduct and activities, as
described in this Report.

1.2 Currency

1. Unless otherwise noted, all currency references in this Report are to Canadian
dollars.
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1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial information
prepared by the Company’s representatives, the Company’s books and records,
discussions with management and discussions with the Company’s legal
counsel. The Monitor has not performed an audit or other verification of such
information. An examination of the Company’s cash flows and/or financial forecasts
as outlined in the Canadian Institute of Chartered Accountants Handbook has not
been performed. Future oriented financial information relied upon in this Report is
based on the Company’s assumptions regarding future events; actual results
achieved may vary from this information and these variations may be material.

2. Any party that wishes to use or rely on the Projection and/or the financial forecasts
is encouraged to perform its own diligence review.

2.0 Background

1. The Company develops and mines iron ore projects in the central part of the
Labrador Trough iron ore region, between the Province of Newfoundland and
Labrador and the Province of Quebec. The Labrador Trough is one of the world’s
major iron ore producing regions and has a history of mining dating to the early
1950s.

2. The Company’s mine sites are located in Labrador near Schefferville, Quebec,
located approximately 600 kilometres north of the Port of Sept-Îles, from which the
Company’s iron ore is sold and shipped to China.

3. The Company historically operated from approximately the beginning of April to the
end of November. As a result of market conditions since 2013, including the price of
iron ore, and the Company’s cost to transport and ship iron ore under its contracts,
the Company did not commence production in April, 2014, 2015 and 2016. The
Company’s mining operations have been maintained on a standby basis since the
end of 2013.

4. The shares of LIMH were listed on the Toronto Stock Exchange (“TSX”) under the
symbol “LIM” until February 23, 2015. Due to LIMH’s low market capitalization, and
in contemplation of its potential CCAA proceedings, LIMH submitted a voluntary
delisting application to the TSX, which became effective at the close of markets on
February 23, 2015.
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5. As at the date of the Initial Order, the price of iron ore was approximately
US$48/tonne. A chart reflecting the iron ore price in US dollars since that time is
provided below1. The Company cannot operate profitably at the prices reflected in
the chart below.

6. The Company believes that, in time, it will be able to generate profits and refinance
its operations if its major operating contracts are renegotiated on terms more
favourable to the Company and the price of iron ore recovers.

3.0 Claims Procedure2

1. The Claims Procedure was intended to identify claims against the Company and its
directors and officers for the purpose of assisting the Company to further develop a
plan of compromise or arrangement (“CCAA Plan”). A copy of the Claims
Procedure Order is included as Appendix “A”.

2. Pursuant to the Claims Procedure Order, the Monitor:

a) arranged for a notice of the Claims Procedure Order to be published in the
Globe and Mail, The Telegram and Le Journal Nord-Cotier, with the latter two
publications being in the region where most of the Creditors are located;

b) mailed a Notice of Claim, Notice of Dispute and instruction letter within five
business days of making the Claims Procedure Order to Scheduled Creditors
(“Claims Package”) and a proof of claim and instruction letter to Unscheduled
Creditors;

c) recorded proofs of claim and Notices of Dispute, as filed; and

d) responded to inquiries from creditors regarding their claims and the process
set out in the Claims Procedure Order.

1 Data obtained from S&P Capital IQ.

2 Defined terms in this section have the meanings provided to them in the Claims Procedure Order.
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3. A total of 108 Claims were received or scheduled. The chart below summarizes the
Claims received by the Claims Bar Date.

($000s) LIMH LIM SMI Total

Scheduled Creditor Claims

Notices of Claim (90) 676 62,504 45 63,225

Increase claimed in Notices of Dispute (12) - 15,373 - 15,373

Total potential Scheduled Creditor Claims 676 77,877 45 78,598

Unscheduled Creditor Claims (15) 6,843 7,727 198 14,768

Total potential Claims Before Intercompany3 7,519 85,604 243 93,366

Intercompany Claims (3) - 268,955 23,721 292,676

Total potential Claims (108) 7,519 354,559 23,964 386,042

4. As set out in the Initial Affidavit, with the exception of limited security interests
granted over certain iron ore stockpiles of LIM and SMI (in favour of RBRG Trading
(UK) Limited, (“RBRG”)), over LIM's fleet of rail cars (in favour of Sept-Îles Port
Authority, (“Port”)) and in respect of certain capital leases, all obligations are
unsecured4.

5. The five largest Claims, excluding intercompany claims, received or scheduled
(which include the claims of RBRG, Grey Rock Services Inc. (“Grey Rock”) and the
Port) make up 79%5 of the Claims received or scheduled (excluding intercompany
claims). Of these, the largest Claim is that of RBRG, which Claim, as set out in the
Initial Affidavit, is guaranteed by LIMH and SMI.

6. Intercompany claims were filed on an unsecured basis and are summarized below.

($000s) Claim Against

LIMH LIM SMI Total

LIMH - 268,9556 21,281 290,236

LIM - - 2,440 2,440

SMI - - - -

Total - 268,955 23,721 292,676

7. No Claims were filed against the Company’s directors and officers.

3 Includes Restructuring Period Claims of approximately $186,000.

4 Note, however, that an additional Claim was filed as secured. That Claim, including the validity of the security, is
under review.

5 Based on the Notice of Dispute submitted by RBRG rather than the amount in the Notice of Claim.

6 Includes a Restructuring Period Claim of $2.4 million.
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8. As of the date of this Report:

a) The Company and the Monitor are reviewing and assessing the Proofs of
Claim and Notices of Dispute filed and will update the Court as the claims
process progresses;

b) The Monitor is reviewing the intercompany claims and has requested certain
of the Company’s historical banking records to support the claims; and

c) No Claims were filed subsequent to the Claims Bar Date.

4.0 Cash Flow

4.1 Actual Results for the Period November 28, 2015 to June 17, 2016

1. The Company’s actual results for the period November 28, 2015 to June 17, 2016
compared to the projection included with the Monitor’s Fourth Report to Court dated
December 11, 2015 are provided in the table below. Overall, the Company reported
a positive cash flow variance of approximately $476,0007.

(Unaudited; $000s)

Actual Projected Variance
Variance P

or T *
Receipts

Net GST/HST rebates/remittances 100 109 (9) P/T
Sale of assets 110 - 110 P
Release of restricted cash 344 380 (36) P
Interest income 28 26 2 P

Total Receipts 582 515 67
Disbursements

Payroll and payroll-related remittances 820 986 166 P/T
Camp lease 100 100 -
GST/HST/Sales taxes 128 130 2 P/T
Legal and professional fees 277 305 28 T
Audit fees - 20 20 T
Other (site operations) 206 325 119 P/T
Other (corporate) 174 248 74 P/T

Total Disbursements 1,705 2,114 409
Net Cash Flow (1,123) (1,599) 476

Opening Cash Position 3,956 3,956 -
Net Cash Flow (1,123) (1,599) 476

Closing Cash Position 2,833 2,357 476

* P = permanent; T = temporary; P/T = permanent and temporary

7 This table has been prepared on a cash basis. Accruals are not reflected.
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4.2 Projected Cash Flow for the Period Ending September 30, 2016

1. The Projection is provided in Appendix “B”.

2. The Company prepared the Projection using assumptions similar to the projections
filed with the Court since these proceedings commenced. Specifically:

a) the Company is not projected to generate any revenue from operations or sell
surplus assets during the projection period;

b) the Company’s most significant costs include:

i. care and maintenance activities;

ii. rehabilitation costs of approximately $359,000 resulting from the closure
of the “James” mine, which are projected to be reimbursed in late 2016 by
the Government of Newfoundland and Labrador upon the release of a
letter of credit that the Company provided;

iii. general and administrative expenses;

iv. management and overhead expenses; and

v. professional fees for the Claims Procedure and to develop a CCAA Plan.

3. The Company is projected to have sufficient liquidity to fund its business activities
and these proceedings through the projection period. Cash used during the
projection period is expected to be $1.9 million. As at September 30, 2016, the
Company is projecting that it will have approximately $975,000 of cash on hand
before recoveries, if any, associated with the sale of surplus assets.

4. The Company recognizes that its liquidity is decreasing and, as referenced below, is
looking at options to sell its non-core assets and to exit these proceedings as soon
as reasonably possible.

5. The Monitor is of the view that the material assumptions in the Projections seem
reasonable in the circumstances. The Company’s and Monitor’s reports on the cash
flow are provided in Appendix “C”.

5.0 Company’s Activities

1. Details of the Company’s activities since the Fifth Report are set out in the Affidavit
of Richard Pinkerton, sworn June 23, 2016.

2. A summary of the Company’s activities includes:

a) Maintaining the Company’s business and assets on a care and maintenance
basis, which includes carrying out statutorily required environmental
monitoring, conducting water quality sampling and dealing with reporting and
other regulatory requirements;
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b) Considering processes to sell surplus assets;

c) Issuing a press release regarding the Claims Procedure Order;

d) Assisting the Monitor with the Claims Procedure;

e) Continuing to refine a business plan to both maximize the revenue from an
orderly sale of non-core assets and to preserve the value of the business after
it emerges from CCAA protection (“Preliminary Plan”);

f) Continuing to develop a CCAA Plan which, at a high level, would convert the
Company’s debt into equity and allow it to preserve its core assets pending a
market recovery;

g) Keeping employees, key vendors, significant creditors (including RBRG, Port
and Grey Rock), local community leaders, government agencies and other
stakeholders apprised of developments in these proceedings;

h) Negotiating a suspension of the Company’s railway contract with Quebec
North Shore and Labrador Railway Company, Inc. until the Company resumes
operations;

i) Advising the five First Nation groups with whom the Company has agreements
that it suspended operations effective June 1, 2016 until the price of iron ore
recovers;

j) Providing rail car repair and maintenance services at the facility of the
Company’s subsidiary in Sept Îles;

k) Working with its auditors to complete LIMH’s audited Financial Statements and
Management’s Discussion and Analysis for its fiscal year ended March 31,
2016;

l) Dealing with Canada Revenue Agency (“CRA”) regarding its assessment of
the Company’s HST account and CRA’s pre-filing claim of $1.7 million; and

m) Making payments for goods and services received following the date of the
Initial Order.

6.0 Overview of Monitor’s Activities

1. Since the Fifth Report, the Monitor’s activities have included:

a) Meeting and corresponding with the Company, the Company’s legal
representatives and Goodmans LLP, the Monitor’s counsel, regarding the
Preliminary Plan, the Claims Procedure, the key attributes of a CCAA Plan
and this stay extension motion;
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b) Carrying out the Claims Procedure and corresponding with the Company’s
creditors;

c) Keeping apprised of the Company’s discussions with its creditors;

d) Corresponding with the Company regarding its dealings with CRA;

e) Monitoring the Company’s receipts and disbursements;

f) Reviewing the Company’s variance analyses;

g) Keeping apprised of industry developments;

h) Posting Court materials filed in these proceedings on the Monitor’s website;
and

i) Preparing this Report.

7.0 Company’s Request for an Extension

1. The Company is seeking an extension of the stay of proceedings from June 30,
2016 to September 30, 2016. The Monitor supports the Company’s request for an
extension of the stay of proceedings for the following reasons:

a) The Company is acting in good faith and with due diligence;

b) The Company is projected to have sufficient funds to pay post-filing services
and supplies as contemplated in the Projection;

c) Although the Company’s cash on hand is depleting, which is to the detriment
of the Company’s creditors, that must be weighed against the benefits of the
Company implementing a CCAA Plan allowing for recoveries to the creditors if
the Company is able to resume operations when market conditions permit. In
the Monitor’s view, at this time the benefits associated with the successful
implementation of a CCAA Plan along the lines currently contemplated (as
opposed to a liquidation) are sufficient to justify an extension of the stay and
continuation of the CCAA proceedings;

d) Under a liquidation or bankruptcy scenario, absent a sale to a third party which
the Company considers unlikely at existing iron ore pricing, there is a high
probability that the Company’s mining claims and leases would be forfeited8,
which would leave essentially no recovery for creditors (i.e. based on the
amount of Claims as filed, including intercompany claims, an approximate
distribution of no more than 1-2 cents on the dollar to LIM’s creditors);

8 Claims by regulatory authorities for closure and rehabilitation costs would likely follow.
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e) The Company has been engaging with stakeholders. Based on the Monitor’s
discussions with the Company’s representatives, the Monitor understands that
creditors are generally supportive of the Company’s restructuring efforts and
recognize that its success will ultimately be a function of how soon the market
recovers; and

f) An extension will allow the Company time to:

 advance the Claims Procedure pursuant to the Claims Procedure Order;

 continue to develop and potentially file a CCAA Plan before the expiry
date of the proposed stay extension; and

 engage further with major stakeholders with a view to discussing and
obtaining their support for a restructuring, renegotiating material
contracts and pursuing financing arrangements.

8.0 Conclusion

1. Based on the foregoing, the Monitor respectfully recommends that this Court make
an Order granting the relief detailed in Section 1.1(f) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
LABRADOR IRON MINES HOLDINGS LIMITED,
LABRADOR IRON MINES LIMITED AND SCHEFFERVILLE MINES INC.
AND NOT IN ITS PERSONAL CAPACITY
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Labrador Iron Mines Holdings Limited and its Subsidiaries

Projected Statement of Cash Flow

For the period June 18 to September 30, 2016

($C, unaudited)

Note

1

18-Jun-16 25-Jun-16 02-Jul-16 09-Jul-16 16-Jul-16 23-Jul-16 30-Jul-16 06-Aug-16 13-Aug-16 20-Aug-16 27-Aug-16 03-Sep-16 10-Sep-16 17-Sep-16 24-Sep-16 Total - $

24-Jun-16 01-Jul-16 08-Jul-16 15-Jul-16 22-Jul-16 29-Jul-16 05-Aug-16 12-Aug-16 19-Aug-16 26-Aug-16 02-Sep-16 09-Sep-16 16-Sep-16 23-Sep-16 30-Sep-16 Jun 18 - Sep 30

Receipts

GST / HST Rebates 13,220 32,831 43,357 89,408

Interest Income 456 - - 4,651 5,107

456 - 13,220 - - - 32,831 - - - - 43,357 - - 4,651 94,515

Disbursements

Payroll and Payroll Related Remittances (162,764) (143,821) (146,532) (146,177) (599,294)

GST / HST / Sales Taxes (13,843) (1,583) (8,949) (6,443) (8,523) (19,443) (12,728) (12,971) (12,728) (25,728) (2,464) (8,536) (2,464) (16,764) (2,464) (155,631)

Legal and Professional Fees 2 (55,205) (100,000) (100,000) (100,000) (355,205)

Audit and Tax fees (20,000) (16,000) - (10,000) (46,000)

Other (Site Operations) 3 (29,779) (7,868) (54,979) (45,704) (45,704) (45,704) (61,752) (63,621) (61,752) (61,752) (12,932) (59,637) (12,932) (12,932) (12,932) (589,979)

Other (Corporate) 4 (1,500) (4,305) (13,856) (3,856) (3,856) (3,856) (36,156) (36,156) (36,156) (36,156) (6,025) (6,025) (6,025) (6,025) (6,025) (205,980)

(283,091) (13,756) (77,783) (56,003) (74,083) (312,823) (110,636) (112,748) (110,636) (370,169) (21,421) (74,198) (21,421) (145,721) (167,599) (1,952,090)

Net cash inflow / (outflow) in period (282,635) (13,756) (64,564) (56,003) (74,083) (312,823) (77,805) (112,748) (110,636) (370,169) (21,421) (30,841) (21,421) (145,721) (162,948) (1,857,576)

Opening cash balance 2,832,717 2,550,082 2,536,326 2,471,762 2,415,759 2,341,677 2,028,853 1,951,048 1,838,300 1,727,663 1,357,495 1,336,073 1,305,232 1,283,811 1,138,089 2,832,717

Net cash flow (282,635) (13,756) (64,564) (56,003) (74,083) (312,823) (77,805) (112,748) (110,636) (370,169) (21,421) (30,841) (21,421) (145,721) (162,948) (1,857,576)

Ending cash balance 2,550,082 2,536,326 2,471,762 2,415,759 2,341,677 2,028,853 1,951,048 1,838,300 1,727,663 1,357,495 1,336,073 1,305,232 1,283,811 1,138,089 975,141 975,141

- - -

1. The purpose of the projection is to present a forecast of the cash flow of Labrador Iron Mines Holdings Limited, Labrador Iron Mines Limited and Schefferville Mines Inc. (together, "LIM") for the period ending September 30, 2016 ("Projection") in

respect of LIM's proceedings under the Companies' Creditors Arrangement Act ("CCAA"). The Projection has been prepared based on hypothetical and most probable assumptions developed and prepared by LIM's management.

2. Includes professional fees associated with LIM's CCAA proceedings including those of LIM's counsel, the Monitor and its counsel.

3. Includes operational expenses, environmental permits, environmental monitoring, rehabilitation and mine closure costs, mining leases and permits.

4. Includes general corporate and overhead costs such as insurance, travel, software licences, office supplies and equipment leases.

Weekly Projection
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