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UPFRONT 
Focused primarily on molybdenum and copper and, to a lesser extent gold, this 

company is on the move. 

 

RECOMMENDATION 
We recommend the shares of Mosquito Consolidated Gold Mines Limited 

(“Mosquito” or the “Company”) to risk-tolerant investors for long-term 

participation in an advancing junior mining exploration company. 

 

PROFILE 
Mosquito is a Canadian junior mining company focusing on mineral properties 

in the USA (Idaho and Nevada), Canada (British Columbia and Ontario), and 

Australia. The Company holds a diverse portfolio of precious and base metals 

projects with long-life mines and multi-billion-dollar resources.  

 

HIGHLIGHTS 
 Inferred Resources upgraded to Indicated Resources. 

 NI 43-101 resource estimate on the CUMO project substantially 

increased: to 2.55 billion tons from 1.72 billion. 

 Good results from the first hole of the 2009 diamond drilling program 

at the CUMO project: Hole 47 intersected 1,123.5 feet, grading 

equivalent 0.89% copper and 0.079% molybdenum. 

 Ausenco Minerals of Vancouver engaged to produce an NI 43-101 

compliant Preliminary Economic Assessment for the CUMO project. 

 International Energy and Mineral Resources Investment (Hong Kong) 

Company Ltd. (IEMR) acquired 9 million shares (15.36%) at $0.35 in 

cash per share, improving the Company’s liquidity position and 

spreading the financing risk in terms of cost sharing. 

 The Company is preparing to begin a feasibility study for CUMO in 

2010, with production expected to commence five to seven years later. 

MOSQUITO CONSOLIDATED GOLD MINES LIMITED 
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THE COMPANY 
 
Mosquito is a Canadian junior mining company focusing on mineral properties in the USA (Idaho and 

Nevada), Canada (British Columbia and Ontario), and Australia. The Company holds a diverse portfolio of 

precious and base metals projects with long-life mines and multi-billion dollar resources. 

 
Mosquito has four molybdenum projects in the USA, including the CUMO project in Idaho - considered to be the 

largest, un-mined, open-pit, accessible molybdenum deposit in the world. The Company also has significant gold 

projects in historically prolific regions in B.C., Ontario and Nevada 

 

Management and members of the Board of Directors have extensive backgrounds in mining as well as decades of 

experience in the technical aspects of mine development and operations. 

 

PROPERTY SUMMARY 
 

Figure 1: Mosquito’s Properties (USA and Canada) 

 

 
Source: The Company. 

(Note: The Trikay (Australia) and Red Lake properties were optioned out in early 2009) 
 

Mosquito currently holds interests in eight major properties.   

 

The Company’s primary focus is on developing the CUMO and Pine Tree projects. The expectation is that 

feasibility reports on these properties will be completed in 2012-2013, with production commencing three 

years later. In the near term, work on other properties is likely to be modest. Mosquito is considering selling or 

entering into joint ventures on some properties. 

 

Our Major Projects section on page 11 concentrates on the CUMO and Pine Tree properties. A list of the 

Company’s other properties is provided on page 15.  
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INVESTMENT CONSIDERATIONS 
 

(1) Strengths 

 
 Diversified portfolio of high-return precious and base metals, significant exposure to gold. 

 

 The Company has strategically built a portfolio of projects which have long-life mines and are located in 

mining-friendly environments with significantly low political risk. Although Mosquito’s immediate focus 

is on developing the CUMO and Pine Tree projects, other projects (including the Australian property) 

provide the Company with substantial asset value that could be monetized. 

   

 Substantial increase in resource estimate for the CUMO project from 1.72 billion tons (Inferred) to 3.96 

tons (Indicated and Inferred).  The CUMO project contains potentially the largest, un-mined, open-pit 

molybdenum deposit in the world, and is potentially the world’s lowest-cost and largest producer of 

molybdenum. 

 

 The Company is proceeding well to achieving an NI 43-101 resource estimate for the Pine Tree project 

(late 2009) and starting a feasibility study for the CUMO project in 2010. 

  

 The Company has obtained sufficient funds to finance the two flagship projects to the feasibility stage and 

also keep other projects in good standing over the next 12 months.  

 

 Strong management team with significant mining industry experience. This is evidenced by the 

Company’s ability to focus on projects with significant potential, to obtain financing despite the early 

2009 credit market crisis, and to joint venture with financially stronger partners.  

 

 

(2) Challenges 

 
 Substantial capital expenditures will be required over the next few years to complete technical reports 

and/or feasibility reports on the CUMO and Pine Tree properties as follows: (i) $10-12 million for 

CUMO) and $1.5 million for Pine Tree over the next 12 months; and (ii) $25-35 million for CUMO and 

$2 million for Pine Tree over the next 24 months. 

 

 A reversal in the recovery of commodity prices could have a negative impact on investors’ interest in the 

mining industry, and that could restrict the Company’s access to the capital market. This risk is offset by 

Chinese partners, who are looking long term and at the low cost of production. 

 

 The mining industry is facing increasing operating costs (cash burn rate) and material costs, which could 

result in higher project costs than previously estimated and could delay project completion time.  

However, metal prices have always tended to offset these higher costs, as well as technological innovation.  

For example, at the large-scale open-pit mines, mining costs/ton of material are substantially lower than 

they were 15 years ago, due to economies of scale and innovation. 

 

 Any delay in the completion of a feasibility study (for the CUMO project) or unfavourable NI 43-101 

resource estimates (for the Pine Tree project) could cause difficulties for the Company in obtaining the 

funds needed to bring its two flagship properties into production. 
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VALUATION 
 

1. Peer Comparison: Property Valuation Approach 
 

This method determines an appropriate valuation for the shares of Mosquito, based the following: 

 

(1) Current and expected market value of the Company; 

(2) Book value of the mineral properties and expected capital expenditures within the next 12 months; 

(3) Debt outstanding; and 

(4) Expected number of shares to be issued to finance capital expenditures. 

 

Our selection of peers includes Northern Dynasty Minerals Ltd. (Northern), Adanac Molybdenum Corporation 

(Adanac), Moly Mines Ltd. (Moly Mines), General Moly Inc. (General Moly), and Thompson Creek Metals 

Inc. (Thompson Creek).  

 

Northern Dynasty Minerals Ltd (NDM: TSX-V) has invested approximately US$160 million on its copper-

gold-molybdenum projects in Alaska. In 2007, Northern formed a 50:50 partnership with Anglo American plc, 

which will invest US$1.425 billion to bring the Pebble project into production. Two major deposits discovered 

on Northern’s properties are: (1) Pebble West, with a 4.1-billion-tonne open-pit deposit; and (2) Pebble East, 

with a 3.9-billion-tonne underground deposit.  Co-product revenues for the Pebble project are expected to be in 

the range of 60% copper, 30% gold, and 10% molybdenum. 

 
Adanac Molybdenum Corporation (AUA: TSX-V) aims to become the world’s first new large-scale 

primary producer of molybdenum in 25 years.  The flagship project is the Ruby Creek project, British 

Columbia, which contains a newly estimated 275 million tonnes of mineral resources (144 tonnes at the time 

of our June 2008 Initiating Report). The company is currently procuring equipment and advancing 

development with the goal of bringing Ruby Creek into production in late 2010. Financing is expected to be 

approximately US$640 million to achieve production at Ruby Creek. 

 

General Moly, Inc. (GMO: TSX-V), formerly Idaho General Mines, is a U.S.-based molybdenum mineral 

development, exploration and mining company. The company’s primary asset, its 80% interest in the Mt. Hope 

project located in central Nevada, is considered one of the world's largest and highest-grade molybdenum 

deposits. Production is expected in 2013. The deposit contains 1.3 billion lbs of proven and probable reserves.   

 

Moly Mines Ltd. (MOL: TAX/ASX), is an Australian corporation with a 100% interest in the Spinifex Ridge 

project, one of the largest molybdenum deposits in Australia. The Spinifex Ridge contains over 1 billion 

tonnes of mineral resource (652 million tonnes of Measured and Indicated and 399 million tonnes of Inferred). 

 
Thompson Creek Metals Inc.(TCM: TSX), owns the Thompson Creek open-pit molybdenum mine and mill 

in Idaho, a 75% share of the Endako open-pit mine, mill and roasting facility in northern British Columbia, and 

a metallurgical roasting facility in Langeloth, Pennsylvania. Thompson Creek is also developing the Davidson 

high-grade underground molybdenum project near Smithers, B.C. Total mineral resources exceed 1.4 billion 

lbs of molybdenum, including 500 billion lbs of proven and probable mineral reserves. 
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Analysis 
 

Mosquito’s Property Ratio drops to 1.62x from 4.75x (at the time of our Initiating Report), while the peer 

group average, which excludes Adanac (see why below), decreases to 2.13x from 6.42x. The ratio declines 

reflect the adverse stock market conditions since mid-2008. 

 

Although Adanac is near production, this company is encountering uncertainties with respect to securing the 

required US$680 million in financing to bring its Ruby Creek project into production in 2009. Adanac’s 

resources do not contain sufficient tons to support low-cost mining operations; however, CUMO does not face 

the same problem since its tonnage is 10 times larger than that of Adanac. The property ratio for Adanac 

reflects a sharp drop in the stock price of this company from $0.42 (at the time of our Initiating Report on 

Mosquito) to $0.09.  Accordingly, we are omitting this company from the peer average. 

 

We strongly believe that Mosquito’s stock is undervalued as its current Property Ratio does not reflect its 

inherent value, which is supported by the Company’s following fundamental strengths: 

 

(1) The Company has a solid financing capability, as it has obtained sufficient financing to bring the 

CUMO project to the feasibility stage (expected in 2010).  

(2) Deposits found at the CUMO and Pine Tree projects are estimated to be of higher grades than 

Northern Dynasty’s,  and have potentially much lower costs than General Moly since CUMO is only 

23% drilled. 

(3) The size of mineral resources increased significantly from 1.72 million tons (at the time of our 
Initiating Report) to 2.55 billion tons at the time of this report. 
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(4) By-products from CUMO and Pine Tree are expected to generate sufficient revenues to cover the 

production costs of these two projects.  

 

Although commodity prices have not fully recovered, financial markets are improving and investors are 

showing increased interest in the junior mining sector. As a result, we believe that junior mining 

companies having projects with good potential for exploration and development potential, should perform 

well over the next 12 months.  

 

With Mosquito advancing its mining objectives, we believe it will be able to restore the Property Ratio it 

previously had, being in the 4.50x – 5.00x range, and similar to that of Northern Dynasty. On this basis, 

Mosquito’s shares would trade in the $1.57 to $1.80 range. 

 
2. Peer Comparison: Enterprise Valuation (EV) Approach 

 
This methodology uses the same companies as the Property Valuation approach. 

  

In our EV approach, we use only resources reported for the CUMO property, since the NI 43-101 resource 

estimate for the Pine Tree property will not be available until late 2009.  We calculate Mo and Mo-equivalent 

based on all other metals that are reported in the resource estimates on these properties. The average Mo 

equivalent (%) column reflects higher-grade cutoff for Mo-equivalent and is based on the following 

(conservative) assumptions: 

 

 Copper $2.10/pound (currently $2.75/lb); 

 Molybdenum $16.00/pound (long-term outlook is $25-$35/pound) (currently $15.00/lb); 

 Silver $12.00/ounce (currently $16.85); and 

 Gold $900/ounce (currently $1,013/oz). 

 

 
 
Analysis 
 

Mosquito has the EV/Mo equivalent quotient at $0.010 (the quotient measures the value of 1 lb of Mo 

equivalent in dollar terms), which is the lowest in the group. We take into account the different stages of the 

development for each company in the table. However, with the quotient of $0.010, there is potential for the 

quotient to move up significantly once the feasibility study for the CUMO project is completed. 
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We realize that Northern Dynasty has the largest molybdenum deposits. However, as with Mosquito, a 

substantial portion of the resources is Inferred. And, also like Mosquito, Northern Dynasty is in the exploration 

stage and requires substantial external financing to fund its capital expenditures. Unlike Mosquito, Northern 

Dynasty has some Measured and Indicated resources (993 million lbs).  However, a large portion of the 

deposits is underground, making the operating costs higher than Mosquito’s.  Also, since the deposit is located 

in the harsh environment of Alaska rather than Idaho, this will result in operating and capital expenditures 

much higher than CUMO, in the order of two to three times. 

 

The EV/Mo-equivalent for Moly Mines (at $0.047) suggests that the market takes into account the fact that this 

company is expected to be in production within the next 12 months. Should Mosquito complete a feasibility 

study on CUMO in 2012-2013, we would expect its EV/Mo-equivalent quotient to approach $0.050. At this 

level, and at an average Mo equivalent of 0.074% (Mosquito higher-grade zone), the potential EV for 

Mosquito is expected to approach $165 million, assuming 100% equity financing. We also assume at least an 

additional 20 million shares will be issued at the current price to finance the proposed capital program over the 

next 12 months. Discounting the 2013 EV of $165 million over three years at 10% gives a net present value of 

$125 million. 

 

Accordingly, we calculate the EV per share for Mosquito to be $1.80 and, if the value of the Pine Tree project 

is added into the EV per share, this value could be in the $2.20-$2.30 range. 

 

The EV/Mo-equivalent quotients for General Moly ($0.181) and Thompson Creek ($1.011) reflect that 

General Moly has completed a bankable feasibility study on the Mt. Hope project while Thompson Creek is 

currently in production. Thompson Creek has the highest EV/Mo quotient, reflecting good margins, large 

deposits, and substantial potential free cash flows.  Importantly, Thompson Creek is Mosquito’s neighbour. 

Although we do not expect Mosquito to attain this quotient in three years time, it is possible that its EV/Mo 

quotient could match General Moly’s when the feasibility study is completed, and could overtake General 

Moly’s once the CUMO project is generating free cash flows.  

  

3. Conclusion 
 

Based on our two methodologies, we are setting our 12-month Target Price for Mosquito at $2.00 per share 

(average of the two methodologies). This price is lower than our Target Price of $3.60 set out in our Initiating 

Report of June 2008 and reflects the impact of the severe global financial crisis, its debilitating effect on 

commodity prices, and the subsequent slow world economic recovery. 

 
When the Preliminary Economic Assessment is released, depending upon its contents, which we assume will 

be favourable, the stock should receive a boost. If it is really good, the stock could hit $3.00. 

 

The NI 43-101 on Pine Tree could give added impetus or, at least, provide support to the higher target. 
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FINANCIAL REVIEW & OUTLOOK 
 

Fiscal Year End: June 30 

 

Revenues: Mosquito has generated some revenues from Kirkness Drilling Company, a drilling company that 

was acquired for $3 million in September 2007. For the nine months to March 31, 2009, revenues from 

Kirkness were $3.3 million. 

 

Cash: At June 30, 2009, the cash balance was $223,967. However, the current cash balance is over $3.0 

million due to the cash investment from EIMR, which closed at the end of June 2009.   

 

Burn Rate: The average monthly burn rate for the nine months ending March 2009 was $180,000 a moderate 

increase from 2008, reflecting the ongoing exploration activities on the CUMO and Pine Tree projects. We 

expect this rate to remain at this level or increase slightly over the next 12 months, as the Company moves 

towards the feasibility report phase of the CUMO project.     

 

Exploration Expenditures: Drilling operating expenses are a large budget item, due to the drilling activities 

at the CUMO project. Over $3.6 million was spent in the nine months ended March 2009 ($400,000 per 

month).  The future capital expenditure budget is as follows: 

 

 Next 12 months: $10-12 million for the CUMO project and $1.5 million for the Pine Tree project; and 

 Next 24 months: $25-35 million for the CUMO project and $3.5 million for the Pine Tree project. 

 

Financing: To date, the Company’s capex has been well financed with a combination of equity through 

private placements, and options and warrants exercised. Over $9 million in cash was raised during the nine 

months ended June 2009 (excluding over $3.0 million in cash investment from the EIMR). This record is 

impressive, demonstrating the ability of management to obtain financing despite the difficult credit market 

conditions.. 

 

Given the current cash balance, we expect the Company to continue to raise capital through private 

investments and/or JV partnerships. We are confident that the Company should be able to obtain financing. 

Our expectation is based on: (1) the gradual improvement being experienced in financial markets, and (2) the 

ability of management (based on past performance).  
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COMMENT:   Based on Mosquito’s current cash balance and market fundamentals, we believe the Company 

is in a good position to finance its exploration activities over the next two years. Beyond this period, 

Mosquito’s financing capability would depend on the results of NI 43-101 resource estimates on Pine Tree and 

the completion of a feasibility study on the CUMO project.     
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MAJOR PROJECTS 

 

1.  CUMO Deposit - Idaho, USA 
 

Figure 2: CUMO Property 

 

 
Source: The Company 

 

Mosquito holds a 100% interest in the CUMO property in Idaho.  The value of this property lies in the fact that 

it is considered to be the largest, un-mined, open-pit molybdenum deposit in the world, with only 23% of the 

deposit drilled to date (20% at the time of our Initiating Report). An NI 43-101 Technical Report was 

produced in May 2009, showing a significant increase in the size and the grade of resources from the March 

2008 NI 43-101 Technical Report. 

 
CUMO Deposit Facts

Indicated Inferred Indicated Inferred

Molybdenum oxide (Mo03) Billion of lbs 0 2.89 1.84 2.29

Copper (Cu) Billion of lbs 0 3.41 2.21 3.66

Silver (Ag) Millions of oz 0 148.9 95.0 158.5

Tungsten (W) Millions of lbs 0 185.0 127.3 175.5

Initiating Report Currently Update Report

 
Source: Company Presentation 

 

Resource estimate for the CUMO project, confirmed by the May 2009 NI 43-101, is 1.44 billion tons of 

Indicated and 2.52 billion tons of Inferred, totalling 3.96 billion tons, compared with 1.72 billion tons of 

Inferred as reported in our Initiating Report. 

 

In addition to molybdenum, valuable by-products such as copper, silver, rhenium, and sulphuric acid are also 

significant for the CUMO project. It is expected that that these by-products could provide enough revenues to 

cover the entire production costs of the project, and thus making CUMO potentially one of the world’s lowest-

cost producers. 
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 Metal Recoveries at CUMO 

 

CUMO % Recoveries % Recoveries % Recoveries % Recoveries

in Oxides Cu-Ag Domain Cu-Mo Domain in Mo Domain

Molybdenum oxide 80.0 85.0 92.0 95.0

Copper (Cu) 60.0 68.0 87.0 80.0

Silver (Ag) 70.0 73.0 78.0 55.0

Tungsten (W) 35.0 35.0 35.0 35.0  
 Source: The NI 43-101 Report on the CUMO project, May 1, 2009 

 

The metal recovery for molybdenum and copper - CUMO major deposits - is relatively high. 

 

The May 2008 Technical Report recommends that the CUMO project be advanced to the feasibility stage and 

proposes a two-year program with an estimated cost of US$47 million. 

 

COMMENT: The new NI 43-101 resource estimate for the CUMO property considerably enhances 
the intrinsic value of the project and makes it more attractive to long-term, high-risk investors. It 

supports our opinion that the Company’s stock is significantly undervalued. We believe the new 

resource estimate also provides the Company with more options with respect to obtaining financing 
for the feasibility stage of the project. 

 

The CUMO deposit is about 60 kilometres northeast of Boise, the capital city of Idaho, USA, and is situated in 

a historic lode gold camp with a recorded production of 2.8 million ounces. The CUMO property is also 

approximately 60 miles from the Thompson Creek mine, which has produced molybdenum concentrates since 

1983 and has a reserve estimate of 213 million pounds. The property has easy access to highway and other 

service roads, with electricity and water nearby. These factors substantially reduce the Company’s risk and 

costs of building infrastructure. As the project is located in one of the poorest counties in Idaho, and since a 

mine would greatly benefit the communities, the Company is benefiting from the support of the local 

governments. 

 

In our Initiating Report, we presented the estimated net present value (NVP) of the CUMO project provided by 

the Company. Based on feasibility studies on other projects such as Mt. Hope in Nevada (General Moly), 

Galore Creek in B.C. (NovaGold), Mineral Park in Nevada (Mercator Minerals) and Petaquilla in Panama 

(Petaquilla Minerals), the Company calculated preliminary numbers for the CUMO project as follows: 

 

 The mine would have a life of 40 years at 150,000 tons per day (tpd); 

 Metal recovery would be molybdenum 90%, copper 60%, silver 50%, rhenium 95%, and tungsten 40%; 

 Capital costs starting at US$825 million, adding US$600 million for each 50,000 tpd; 

 Operating costs would be US$5/ton; 

 An average after-tax profit of $1.7 billion per year could be generated, or NVP of almost US$30 billion, 

assuming a 5% discounted cash flow rate and a 5% interest rate. 

 

However, in light of the new resource estimate, we believe that the expected NPV is significantly increased. In 

the table below, columns B, C, and D remain unchanged from the Initiating Report. We have added column A 

(our own estimate) to reflect the new resource estimate on the CUMO project.   
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Table 4: Comparison of Current Molybdenum Projects 

 
Comparison CUMO (est)(2) CUMO (est)( 1) Mineral Park Mt. Hope

A B C D

Millions of tons of MO equivalent 2,550                            1,720                   520                 1,157                 

Value per ton $30 $31 $25 $34

Gross metal value $76,500 $53,119 $13,300 $39,338

Mining rate: tons per day (proposed) 150,000                        150,000               50,000            60,000               

Operating cost/ton $5.0 $5.0 $6.0 $7.5

Stage Advanced Exploration Exploration Construction Construction

(1) Estimated by the Company in 2008 that was presented in our Initiating Report

(2) Estimated by eReseach based on the new resource estimate 

Source: The Company and e Research  
 

Other positive developments achieved on the CUMO project by the Company since our Initiating Report are as 

follows: 

 Successfully completed the 2008 drill program, gathering sufficient data for a new resource estimate and 

the feasibility stage; 

 Successfully converted, as planned, Inferred Resources to Indicated Resources, and increased the overall 

size of the resources;   

 Started the 2009 drilling program, with excellent results from the first hole as previously indicated;  

 Approximately $6.0 million in expenditures has been spent on the project to date; and 

 In August 2008 the Company engaged three firms, Ausenco, SGS Metallurgy (Vancouver), and Forsgren 

Associates Inc. (Idaho) to complete a Preliminary Economic Assessment in fall 2009 and continue to 

feasibility, expected to be completed in 2012-2013, with production expected to commence three years 

later. 

 

COMMENT: With a substantial increase in the size of mineral resources on the CUMO project from 

1.72 billion tons (Inferred) to 2.55 billion tons (5100 billion lbs of MO equivalent) (Indicated and 

Inferred), and the fact that the Company has obtained sufficient funds to carry the project to the 

feasibility stage, we have revised our property valuation and have raised the intrinsic value of the 
property (see the Valuation Section). We maintain our opinion that the Company’s stock could 

provide significant potential for long-term investors.   

 

2.  Pine Tree - Nevada, USA   
 

Figure 3: Pine Tree Property 

 

 
Source: The Company 
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The Pine Tree property, 100%-owned by Mosquito, consists of 61 claims (510 hectares) and is situated in an 

area that is host to several active small-scale mines and operations, as well as significant historical past 

producers.  

 

 The Santa Fe gold mine, located 14 miles north of the project, produced approximately 750,000 oz of 

gold between 1988 and 1993. 

 The Candelaria mine, is located 15 miles south of the project, produced 68 million oz of silver 

between 1970 and 1999. 

 

Mosquito’s primary target on this project is a potential over 500-million to over 1-billion-ton copper-

molybdenum-rhenium porphyry deposit, with significant potential for gold, silver and tungsten by-products.  

Potential revenues generated by these by-product elements are expected to cover all of the production costs for 

molybdenum, making the Pine Tree project potentially one of the lowest-cost producers of copper-

molybdenum in North America. 

 

Stage 1 of the Pine Tree program was completed in March 2006, at a total cost of $600,000. Results have 

confirmed the presence of a previously unrecognized copper-molybdenum porphyry system, and have also 

indicated the significant presence of gold, silver, rhenium, indium and gallium, which are important for the 

development of the property. 

 

As a result of the success of Stage 1, the Company commenced a Stage 2 program with a budget of US$3.5 

million. This stage is focused on drilling to the north and east of the Pine Tree property.  The intent is to 

expand the thick mineralized zone encountered in Stage 1. In addition, some preliminary metallurgical testing 

will begin, in order to determine metal recoveries from the copper and molybdenum concentrates. The 

Company expects to achieve the following: 

 

 An NI 43-101 resource estimate is scheduled for late 2010; 

 The target is a potential 500 million to 1 billion tons (Indicated and Inferred) of open-pit accessible 

molybdenum, copper, silver, rhenium and gallium deposit grading 0.5 to 1.0% Cu equivalent; 

 A feasibility study is expected in 2013, with production beginning in 2016. 
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Figure 4: CUMO and Pine Tree Comparison to Other Properties 

 
Source: The Company 

 
The potential resource size of the CUMO project suggests the Company’s current stock price is significantly 

undervalued. Although the Pine Tree project has only a conceptual target, it has great potential to be developed 

into one of the largest molybdenum mines in North America. The upcoming NI 43-101 resource calculation on 

the Pine Tree property is expected to indicate at least 500 million tons. This would place the project among the 

10 largest molybdenum projects in the world. 

 

COMMENT: We expect a significant increase in the intrinsic value of the Company once an NI 43-

101 resource estimate is completed for the Pine Tree project. We also expect an increase in investors’ 
interest in the Company’s stock once the feasibility study is completed on the CUMO project.  
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OTHER PROPERTIES 
 

In addition to the CUMO and Pine Tree projects, the Company also owns the following: 

 

1. Spruce Mountain (Molybdenum), Nevada - acquired May 2006 

 

2. Spring Creek (Molybdenum), Idaho - acquired in March 2007 

 

3. Black Point Project (Gold), Nevada  

 

4. Copper Chief, Nevada - acquired in July 2007 

 

5. Brett Property (Gold), British Columbia 

 

6. Cumming Project (Gold), Ontario  

 

7. Statlu Aggregate Property, British Columbia 

 

8. Mosquito Mine (Cariboo Project), British Columbia 

 

9. Red Lake Property, Ontario (optioned to Skybridge Development Corp.) 

 

10. Trikay Deposit, Australia (Optioned to Salmon River Resource Ltd.) 

 

For more on the Company’s properties, see our June 2008 Initiating Report or the Company’s web site at 

www.mosquitogold.com. 
 

MANAGEMENT & DIRECTORS 
 

For detailed information on Mosquito’s Management and Directors, see our Initiating Report of June 

2008 at www.eresearch.ca, or consult the Company’s web site at www.mosquitogold.com.  
 

Notably, there has been no change to the senior management or board of directors team over the past year. 

 

Brian A. McClay, President and Chief Executive Officer.  

Mr. McClay has 40 years’ experience in the global mining industry. He has led Mosquito for the past 15 years, 

as President and CEO from 1990 to 2000, and again from 2004 to the present day. 

 

Shaun M. Dykes, M.Sc., P.Geo, Director and Exploration Manager 

 

Ickbal Boga, CA, Director and Chief Financial Officer 

 
Dr. Matt Ball, Ph.D., P.Geo., Director and Sr. Geologist 

 

William F. Jefferies, Director and Corporate Secretary 

 

Wayne Ash, P.Eng, Director and Mining Engineer 

 

Patrick Bronson, Director 

 
 

 

http://www.eresearch.ca/
http://www.mosquitogold.com/
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MOLYBDENUM MARKET ANALYSIS 
 

Figure 5: Historical Molybdenum Prices 

 

 
Source: Infomine.com 

 

Long-Term Price Outlook 
  

We expect a stable long-term price in the range of $25-$35/lb, reflecting the following factors: 

 Increasing demand for molybdenum. This is largely due to the following factors: (1) growing demand 

for crude oil and the need to build pipeline systems; (2) the change in the crude oil feed quality that 

requires additional processing in which molybdenum-based catalysts are used to remove sulfur from 

petroleum; and (3) higher demand from the principal users of molybdenum (the steel, transportation and 

construction industries, which account for over 70% of molybdenum consumption) due to rapid 

industrialization growth in China, Russia, India, and Brazil. 

 Reduction in the world’s molybdenum production.  China, the world’s third-largest molybdenum 

producer, has shut down mines in Huludao thereby reducing its production by 40%.  China has also 

imposed export duties and tightened export quotas on molybdenum over the last two years, putting upward 

pressure on prices. 

 Lack of new primary mining supply. Approximately 55%-60% of total molybdenum supply, as by-

product mining, comes from the larger copper producers, which are known as swing producers. As 

demand increases, swing producers may not increase their output if copper prices are at a level that does 

not make economic sense for these producers to increase their copper production.  On the other hand, 

primary producers (Phelps Dodge, Thompson Creek, Endako and China) have not increased their output to 

a level that could meet high demand. (We see this as a great opportunity for Mosquito.) 

 Roasting capacity bottlenecks. Before molybdenum is sold, it must be converted to an oxide. The 

processing of converting to oxide is known as roasting. The world’s roasting capacity was more than 

sufficient to meet demand during the 1998-2008 period.  Over the next several years, however, roasting 

capacity is expected to remain flat, while demand is forecast to increase significantly. Demand is expected 

to outpace capacity in 2011. This shortage of roasting capacity should put upward pressure on 

molybdenum prices unless substantial capital expenditures are made. 

For a detailed discussion on supply-demand and the market for molybdenum, see our June 2008 Initiating 
Report. 
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ANALYST CERTIFICATION 

 
Each Research Analyst who was involved in the preparation of this Research Report hereby certifies that: 

(1) the views, opinions, and recommendations expressed in this Research Report reflect accurately the 

Research Analyst’s personal views concerning any and all securities and issuers that are discussed 

herein and are the subject matter of this Research Report; and  

(2) the fees, earnings, or compensation, in any form, payable to the Research Analyst, is not and will not, 

directly or indirectly, be related to the specific views, opinions, and recommendations expressed by 

the Research Analyst in this Research Report. 

eResearch analysts on this report:  
 

Eric Eng, BA (Acct., Econ.), MBA - Eric Eng worked at DBRS as an Analyst/Vice President for 10 years. He 

obtained a BA in Accounting and Economics and a MBA in Finance at the University of Toronto. He joined 

eResearch in January 2008. 

 

Bob Weir, B. Comm, B.Sc., CFA - Bob Weir has 42 years of investment research and analytical experience 

in both the equity and fixed-income sectors, and in the commercial real estate industry. He was at Dominion 

Bond Rating Service (DBRS) from 1994 to 2001, latterly as Executive Vice-President responsible for 

conducting the day-to-day management affairs of the company. He joined eResearch in 2004. 

 

eRESEARCH ANALYST GROUP 
 

Managing Director, Research Services: Bob Weir, CFA 

 

Financial Services 

Robin Cornwell 

 

Biotechnology/Health Care 
Scott Davidson 

 

Transportation; 

Environmental Services; and 

Industrial Products 
Bill Campbell 

Mining & Metals 

Roy Abraham 

George Cargill 

Eric Eng 

Kirsten Marion 

Oliver Schatz 

Graham Wilson 

Michael Wood 

 

 

Oil & Gas 

Eugene Bukoveczky 

Achille Desmarais 

Eric Eng 

 

Special Situations 

Bill Campbell 

Bob Leshchyshen 

Amy Stephenson 

 

 

 

eResearch Disclaimer: In keeping with the policies of eResearch concerning its strict independence, all of the 
opinions expressed in this report, including the selection of the 12-month Target Price and the 

Recommendation (Buy-Hold-Sell) for the Company’s shares, are strictly those of eResearch, and are free from 
any influence or interference from any person or persons at the Company. In the preparation of a research 

report, it is the policy of eResearch to send a draft copy of the report, without divulging the Target Price or 

Recommendation or any reference to either in the text of the report, to the Company and to any third party that 
paid for the report to be written. Comments from Company management are restricted to correcting factual 

errors, and ensuring that there are no misrepresentations or confidential, non-public information contained in 
the report. eResearch, in its sole discretion, judges whether to include in its final report any of the suggestions 

made on its draft report. 
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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. 

_____________________________________________________________________________________________________________ 

eResearch Disclosure Statement 
 

eResearch is registered with the Ontario Securities Commission as a Securities Adviser and as a Limited Market Dealer. The business 

activities and operations associated with eResearch's registration as a Securities Adviser are carried out solely by its Research Services 

division, which provides research and analysis to the investment community. The business activities and operations associated with 

eResearch's registration as a Limited Market Dealer are carried out solely by its Capital Services division, which engages only in capital 

market services with Corporate Issuers and Accredited Investors. eResearch does not manage money or trade with the general public 

which, combined with the full disclosure of all fee arrangements, the strict application of its Best Practices Guidelines, and the creation 

of an effective "Chinese Wall" between the Research Services and the Capital Services divisions, should eliminate potential conflicts of 

interest. 

 

eResearch accepts fees from the companies it researches (the “Covered Companies”), and from financial institutions or other third 

parties. The purpose of this policy is to defray the cost of researching small and medium capitalization stocks which otherwise receive 

little or no research coverage. 

 

Mosquito Consolidated Gold Mines Limited, to have eResearch conduct research on the Company on an Annual Continual Basis, paid 

eResearch a fee of $20,000+GST. 

 

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and compliance 

procedures. For instance, fees from Covered Companies are due and payable prior to the commencement of research, are accepted only 

in cash or currency, and not in the form of payment in shares, warrants, convertible securities or options of Covered Companies. 

 

All Analysts are required to sign a contract with eResearch prior to engagement, and agree to adhere at all times to the CFA Institute 

Code of Ethics and Standards of Professional Conduct. eResearch analysts are compensated on a per-report, per-company basis and not 

on the basis of his/her recommendations. Analysts are not allowed to accept any fees or other consideration from the companies they 

cover for eResearch. Analysts are allowed to trade in the shares, warrants, convertible securities or options of companies they cover for 

eResearch only under strict, specified conditions, which are no less onerous than the guidelines postulated by IIROC. Similarly, 

eResearch, its officers and directors, are allowed to trade in shares, warrants, convertible securities or options of any of the Covered 

Companies under identical restrictions. 

 

eResearch makes all reasonable efforts to provide its research, via e-mail, simultaneously to all subscribers. eResearch posts all of its 

research on its own website (www.eresearch.ca), disseminates its research through its extensive electronic distribution network, and 

provides notification of its research through newswire agencies. 


