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Force Energy Corp. (OTCBB: FORC) 
 

Rating:         Speculative Buy 

Price Target:       $1.17 
Date:         November 8, 2010   

Analyst:             Kipley J. Lytel, CFA 
 

Share Statistics  

Symbol (OTC BB)  FORC 

Last Trade (11/0 8/10)  $0.34 

Low/High 52 weeks  $0.16 - 0.64 

Average Volume ( 3Mo ) 34,900 

Market Capitalization  $13.3 mn 

Shares Outstanding  51.2 mn 

Source: BigCharts.com, SEC Filings  
 

Analyst summary 
 

We Initiate Coverage of Force Energy Corporation (ñFORC,ò Forceò or ñthe Companyò) with a Speculative 

Buy rating and assign a $1.17 per share price target; FORC is a U.S. listed but Canadian-based junior lithium 

and oil exploration Company with its primary economic prospects held at the Zoro 1 Lithium Property. The 

early-stage economic value indication are compelling at Zoro 1 given drilling reserves coupled with data from 

trenching placing a calculation total of 1,727,550 undiluted tonnage at 0.945% Li2O (lithium oxide); the 

deposits are of significant merit but will require further exploration and work. Moreover, the NI 43-101F1 

reserve calculation was only based on only limited drilling on the first of seven promising FORC dykes, 

offering expanded lithium opportunities and mineralization potential. Considerable historic drilling has been 

undertaken and used to derive a grade and tonnage from data that has been acquired prior to the 

implementation of NI 43-101, but those studies (most in the 50ôs) were not relied upon for the reserve 

calculation. That said, those earlier studies placed a reserve  estimate at a higher 1,815,000 tonnes grading 

1.4% Li2O for 15 43-101 Technical Report for Zoro 1 Property Mount Morgan Resources Ltd. reported by 

Bannatyne (1985). Then in 1957, the estimate was revised to 1.72 million tonnes averaging 1.3% Li2O or 2.72 

million tonnes (3.0 million tons) at l.0% Li2O in the main dyke (Mulligan, 1957a, 1957b). 

 

On November 16, 2009, Force Energy Corp. entered into an agreement that allows it to draw down on a 

\financing equity line of credit for $5 million. The funding mechanism should provide for extended Zoro 1 

Lithium Property calculations efforts in the other dykes that have displayed magnetically ñactive zoneò and 

anomalies. Finally, we hold a positive intermediate and long-term outlook for the lithium market in light of the 

sharp alternative energy trend in autos and growing demand for lithium batteries. In turn, supply of lithium 

remains questionable given approximately half the reserves are held in political unstable Bolivia, a liberal and 

economically unfriendly region. 

 

Our valuation based on 1,727,550 undiluted tonnage at 0.945% Li2O suggests an estimated fair value of 

FORCôs stock of $1.17 per share. The Speculative was assigned due to the companyôs weak financial position, 

early-stage exploration,  history of operating losses, the OTCBB exchange in which FORC trades and the 

history of erratic, spotty volume (liquidity).  This valuation does not account for the value of the Hayter Field, 

as the project remains suspended until the price of natural gas recovers.   Further, the valuation is an estimated 

transactional terminal value and is considered an early-stage estimate given further calculations and feasibility 
studies are warranted. 
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Investment Highlights 
 

Zoro 1 Lithium Property  
On July 6, 2010, Force Energy entered into an option agreement whereby Force would be granted sole and 

exclusive right to acquire 100% net undivided interest in the property known as Zoro 1. The property will 

primarily be explored for its lithium deposits. The Zoro 1 Property is 52 hectares in area and is located near the 

East Shore of Wekusko Lake in west-central Manitoba, Canada. Although the property is not considered a 

relatively large area, the section is deemed a concentrated anomalous section with pegmatites and magnetic 

active zones where historical estimates indicate strong and abundant Li2O. 

 

To give a little background, lithium itself is not scarce - but economical deposits are considered rare. Give or 

take, about 70% of the world's lithium comes from brine, or salt lakes. The remainder would be from hard rock 

often from coarse grained igneous rocks called pegmatites, with spodumene being the most common; this is 

the category where Zoro 1 falls within. Hard rock requires more costly traditional mining methods, while 

brines often use dissolved in water techniques with evaporation based extraction. In short, hard rock mining 

production costs about twice as much to produce, along with a very significant initial capital investment.  

Hence, the financial viability of the Li2O indication is paramount for hard rock given the cost friction. This 

must be assessed financially first.  

 

Drilling indicated Lithium mineralization: 1,727,550 tons of the Lithium Oxide bearing mineral at a range of 

recent Li20 prices with no consideration to the costs of extraction, mining & processing is the following: 

 

 
 

With only one of seven dykes tested, the takeaway is the indicated reserves of Zoro places the property on a 

path toward monetization of the asset (in a transactional agreement).  Zoro 1 is still very early stage and given 

FORCE intends to continue drill essay test & trench to expand indicated reserves of the dykes. The initial 

tested dyke prospects have some more encouraging attributes strongly influenced by ñan average grade of 

2.0% Li2O over a length of 600ô across an average width of 40 in surface exposure.ò 

 

 
 

The Zoro 1 property hosts multiple rare metal spodumene pegmatite dykes. The main mass of spodumene-

bearing zones exposed in seven main trenches has not been fully delineated and a recommended exploration 

program will assess the geological characteristics of the dykes on the property. 

 

Accordingly, a Phase 1 program is expected to be pursued at an estimated of cost of $475,000 which includes: 
mucking out trenches, channel sampling and sampling of available muck piles and sample drilling will provide 

Indicated Li2O Tonnage  Li2O Price/Tonnes Gross Revenue Potential 

1,727,550                                       130$                         224,581,500$                                 

1,727,550                                       135$                         233,219,250$                                 

1,727,550                                       140$                         241,857,000$                                 

1,727,550                                       150$                         259,132,500$                                 



 

 

 
Equity Initiation 

Report 
 

 

 

PPrriimmee  EEqquuiittyy  RReesseeaarrcchh    Refer to Disclosure & Disclaimer at the end of the report 

 

 

 

3 

confirmation of the extent of the pegmatite at depth and along strike.  This should provide the basis for 

information that will be used to expand further drilling and determine a modern day resource for the target. 

 

Hard rock (spodumene) lithium mining has been in successful production for dozens of years, with many 

commercially viable companies.  For example, Talison has been producing lithium for 25 years. Talison has an 

excellent high-grade deposit, a low-cost producer in Australia and they've been shipping product almost 

exclusively to China. Galaxy Resources has started production at its Mt Cattlin lithium concentrate 

(spodumene) project near Ravensthorpe, and expects first shipment of the product next month. And, on earlier 

stage development, Nemaska Exploration Inc. (CVE:NMX) announced that its Whabouchi lithium project has 

been ranked first in Canada and third in the world amongst hard rock pegmatite projects being developed.  

Meanwhile, hard rock lithium production is due to commence in early 2011 at Reed Resourcesô (ASX: RDR) 

Mt Marion project in Western Australia after the company received the official ñCommencement of 

Operationsò notice from its joint venture partner, Mineral Resources Ltd. 

 

Lithium Supply/Demand & Long -Term Trends 

The lithium market is dominated by industrial applications such as ceramics and glass, laptop and cellphone 

batteries, greases, aluminium production, air treatments, thermoplastic production, and that newest of 

automotive thrills, the electric & hybrid car. If global lithium demand approximates the forecasted 200,000 

tonne threshold by 2020 it will be ña major, major step forward in terms of demandò says Byron Capital 

Marketsô Analyst. ñIt strongly suggests that thereôs more than enough room for the juniors (mining companies) 

to come to the market, to become major players.ò 

 
The main force driving growth is the push by U.S. and European governments to reduce carbon emissions, 

including a U.S. plan to increase fuel economy by 42 percent by 2016. Western Lithium president Jay 

Chmelauskas told Mining Weekly that the electric car has ñthe potential to completely change the nature of the 

lithium industry.ò He says a growing number of automotive industry leaders and analysts expect at least 10% 

to 25% of vehicles to be electrically powered in some way by 2020. ñAn automotive market with 10% electric 

vehicles and 25% hybrid vehicles is estimated to require around 300,000 tonnes of battery grade lithium 

carbonate per year,ò says Chmelauskas. ñTo put that into perspective, that is three times the size of the entire 

lithium market at present and 15 times the amount of battery-grade lithium carbonate that is being made 

today.ò 

There are also others in the industry that believe Western-based lithium analysts have completely under-

estimated the potential lithium demand from Asia, especially China, which may provide lucrative markets for 

emerging lithium producers.  The official energy policy in China is that 10% of cars will be emission-free 

electric vehicles by 2013, and 20% of power will come from renewable resources by 2020 tTo support 

renewable energy, battery storage is necessary, and batteries require lithium).  It was projected that there will 

be 80- million electric two-wheeled vehicles worldwide (mostly in Asia) by 2016, according to Pike Research. 

On the large scale front of lithium batteries, the real unknown and game changer then is the electric car or 

hybrid.  That said, the current environment and progress is promising given another Japanese manufacturer, 

Mitsubishi, has announced that it is lowering the price of the Mitsubishi iMiev electric car to compete & match 

the pricing of the Nissan Leaf. The company has also announced that it intends to increase iMiev production to 

meet demand. The first electric vehicles are to hit US streets later this year. 

Projections on lithium demand and growth vary, but most are consistent that with the advent of the electric and 

hybrid cars, that demand will likely overshadow supply in the intermediate and long-term; that even with new 
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producers coming on stream, or expansion by existing producers, lithium prices could benefit from a secular  

up trend. 

Financial Source of Liquidity 
On November 16, 2009, Force Energy Corp. entered into an agreement that allows it to draw down on a 

financing equity line of credit for $5 million. The equity is to be issued at approximately 20% below market 

value, and must be drawn down in increments of not less than $100,000 

 

Green Energy ï Currently an Active Stock Sector  
Sentiment is clearly shifting towards óGreen Energyó- solar energy, clean fuels, ethanol, run of river projects, 

lithium and geothermal energy are all very active sectors.  Meanwhile, lithium miners are reaping the benefits 

of a political and industry push to get more electric vehicles on the road, with shares in some Canadian-listed 

miners up more than 30 percent in the past months.  Global X management recently announced in New York 

that has created the World's first lithium exchange traded fund (Symbol: LIT) which is up approximately 15% 

since its Aug 4
th
 launch. Government money to the tune of $2 billion has been earmarked for hybrid 

technology. And with the greater demand for all these Li-ion car batteries, miners, processors and battery 

manufacturers have experienced an uptick in investment and shareholder interest. The U.S. House of 

Representatives is championing the mass adoption of lithium-ion batteries as the most efficient way to electrify 

motorized vehicles.  And, for indirect demand creation, in 2009 the US federal government granted more than 

$25 billion in loans to automobile and battery makers. Such initiatives promise to help President Obama 

accomplish his well-publicized mandate to usher-in 1 million electric vehicles in the US by 2015. 

 

Potential Increase in Merger and Acquisition Activity  

Since the most cost-effective deposits are comparatively rare and the highly reactive metal presents challenges 

in processing, there has been increased merger & acquisition, strategic combinations or outright investments 

for exploration companies with promising reserves, yet only a distant chance of production.  Byron Capital 

Markets analyst Jon Hykawy commented on the potential of deals in the sector, ñLithium is an extremely 

active areaéNo one major firm is going to stop with one small junior prospect,ò he said. ñThey canôt put all 

their eggs in one basket that way.ò 

 

Recent examples of private investment flows into junior lithium miners: Early this year, Magna International 

(TSE:MG) the worldôs third-largest auto parts manufacturer, acquired a 13.3% stake in junior Canadian miner 

Lithium Americas (TSE:LAC) in exchange for a guaranteed 25% of production, even though the Company 

does not expect to produce any lithium to market within the next three years.  Chinese electric car and battery 

firm BYD took an 18% stake in lithium and boron miner Tibet Shigatse Zhabuye Lithium High-Tech 

Company. Galaxy and Beijing-based private investment firm Creat Group, agreed to inject $AU 26 million in 

equity financing and commit $AU 130 million in debt financing for a 19.9 percent stake of Galaxy and get the 

company's lithium out of the ground. South Korean consortium consisting of private, public, and government 

agencies announced that they would invest $15 million for a 30 percent stake in a joint venture with Lithium 

One (TSX-V:LI).  

 

Experienced Key Management  

Tim DeHerrera, President & CEO: 
Mr. DeHerrera has been president, chairman or on the board of directors of several publicly traded and private 

entities during his career in corporate finance. Most recently he was President of a public company and he 

facilitated a successful merger of that company that closed in May 2010. Additionally, during the past several 

years he has been a consultant to numerous companies in oil and gas exploration, technology and credit card 

financing.  Mr. DeHerrera has extensive experience in investment banking, capital formation, capital 

restructures, private placements, lender negotiations and overall business development.  

http://en.wikipedia.org/wiki/Exchange-traded_fund
http://www.wikinvest.com/concept/Hybrid_and_Alternative_Energy_Technology
http://www.wikinvest.com/concept/Hybrid_and_Alternative_Energy_Technology
http://www.byroncapitalmarkets.com/
http://www.byroncapitalmarkets.com/
http://www.byroncapitalmarkets.com/hykawy.htm
http://www.magna.com/
http://www.google.ca/finance?q=TSE:MG
http://www.lithiumamericas.com/
http://www.google.ca/finance?q=TSE:LAC
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Michael Mathot, Secretary & Treasurer: 

Michael Mathot has been Secretary and Treasurer of Force Energy Corp. since May 21, 2010 and serves as its 

Commodity-Industry Analyst. Mr. Mathot served as a Banking Officer with Scotiabank Group. Mr. Mathot 

intends to utilize hisbackground in corporate finance to assist with various studies for and the completion of 

the Diamond Springs Prospect. In addition, Mr.Mathot is expected to be responsible for administrative and 

investor relations activities as well as helping to identify new opportunities in energy projects for Force 

Energy. He has been a Director of Force Energy Corp. since May 21, 2010. Mr. Mathot obtained a Business 

Administration degree with a major in finance from the Daniels College of Business at the University of 

Denver. 

 

 

Investment Risks 
 

Additional Funding Requirements 

Force Energy depends almost exclusively on outside capital to pay for the continued exploration and 

development of properties. Such outside capital may include the sale of additional stock and/or commercial 

borrowing. Capital necessary to meet these continuing exploration and development costs may not continue to 

be available. The issuance of additional equity securities would also result in a significant dilution in the equity 

interests of current stockholders. 

 

Accordingly, in the event FORC is constrained from meeting the payment schedules indicated on the Zoro 1 

Lithium Property option agreement, the Company could lose its rights to the property. 

 

Speculative Nature of M ineral Exploration  

The business of oil and gas exploration and development is highly speculative involving substantial risk. There 

is generally no way to recover any funds expended on a particular property unless reserves are established and 

unless we can exploit such reserves in an economic manner. FORC has provided investors with no assurance 

that any property interest that they may acquire will provide commercially exploitable reserves. Any 

expenditure by the Company in connection with locating, acquiring and developing an interest in a mineral or 

oil and gas property may not provide or contain commercial quantities of reserves. 

 

Competition 
The oil and gas industry is very competitive. Force Energy competes with numerous individuals and 

companies, including many oil, gas & mining companies, which have substantially greater technical, financial 

and operational resources and staffs. Accordingly, there is a high degree of competition for desirable lithium 

and energy interests, suitable properties for drilling operations and necessary production equipment, as well as 

for access to funds. Force Energy cannot predict if the necessary funds can be raised or that any projected work 

will be completed. 

 

Government Regulation 

The Company is required to obtain licenses and permits from various governmental authorities. Force Energy 

anticipate that the Company will be able to obtain all necessary licenses and permits to carry on the activities 

which intend to conduct, and that they intend to comply in all material respects with the terms of such licenses 

and permits. However, there can be no guarantee that FORC will be able to obtain and maintain, at all times, 

all necessary licenses and permits required to undertake the proposed exploration and development or to place  

properties into commercial production. 



 

 

 
Equity Initiation 

Report 
 

 

 

PPrriimmee  EEqquuiittyy  RReesseeaarrcchh    Refer to Disclosure & Disclaimer at the end of the report 

 

 

 

6 

 

Transparency 

Lithium demand is projected to increase due to demand for electric vehicles may not materialize as the demand 

may be a cultural trend, lithium battery may not serve the quality/technical requisites for vehicles or 

.technology may shift to a new more economic source.  Also, lithium prices are not traded or quoted on the 

spot market making it difficult to estimate the value, demand and quantity of reserves. 

 

History of Operating Losses 

Force Energy incurred a net loss in the amount of $2,265,066 for the period from November 1, 2006 

(Inception) to August 31, 2010. The losses for each period are attributable to operating expenses together with 

a lack of any revenues. 

 

Auditor - Going Concern Doubt  
Due to FORC being an exploration stage company and not having generated revenues, in their report on the 

audited financial statements for the year ended November 30, 2009, the independent auditors included an 

explanatory paragraph regarding concerns about the ability to continue as a going concern. 

However, on November 16, 2009 the Company entered into a share issuance agreement for gross proceeds of 

up to $5,000,000 which expires on November 9, 2010. Pursuant to the agreement the Company can request 

advances in amounts not less than $100,000 from the subscriber, and the subscriber will receive within 5 days 

of the advance being received common shares of the Company. The deemed issue price of the shares shall be 

80% of the volume weighted average of the closing price of the common stock for the ten banking days 

immediately prior to the date advance was requested. The Company has not yet drawn any funds under this 

agreement. 

Potential Further Dilution  
The existing financing equity line of credit for $5 million is dilutive. The equity is to be issued at 

approximately 20% below market value, increasing the dilution by 20% over current stock prices. 

 

 

Valuation 
 

There are several approaches to Force Energyôs Zoro 1 Lithium Property valuation: discounted cash flow 

(DCF), multiple peer group ratios and transactional terminal value.  We dismissed DCF method given the high 

degree of uncertainties with cash flows, the requisite immense initial capital cost of a mining operation and 

subsequent unknown impact on FORC stock dilution.  Additionally, the potential for a junior miner obtaining 

massive funding to undertake a hard rock mining operation is dubious in todayôs market.  Indeed, the estimated 

$40-$60 million initial capital for traditional mining - large scale digging, blasting and crushing of huge 

tonnages of rock, extraction, processing, etc. - does not fit Force Energyôs profile.  In turn, we view the most 

probable realized value of Zoro 1 is monetizing the property via an asset sale, merger, joint venture, or takeout 

by a well-funded mid-size or major mining entity.  We assume FORC would continue their pursuit of 

expanding reserve and mineralization levels in many of the dykes until which time the reserves are attractive in 

tonnage and Li2O mineralization for a transaction. Of course, the current prevailing market prices of lithium 

would have to be viable levels (likely $5,500+ for Lithium Carbonate or $130+ for Lithium Oxide per 

tonnage) to justify mining versus other more affordable brine methods.  

 

For transactional analysis, we applied the indicated reserve estimate with range of recent historical lithium 

oxide prices and ran both óhigherô and ólowerô probability transaction scenarios.  We took the average price 
range of $139 (current price is $141) with both a lower (0.15x) and higher (0.35x) fractional multiples of 
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estimated Li20 reserves.   The per share terminal valuation estimate range is $0.70 -$1.64 per share, with an 

average implied potential value per share of $1.17 per share.  To be conservative, the lowest implied 

potential valuation scenario would be $33,687,225 based on $130 per tonne low pricing, or $0.66 per share. 

 

  

We also undertook a stock peer group evaluation relative to FORC.  A market capitalization-to-reserve 

analysis of the junior lithium mining peers stocks were compared to FORC. This result offers a relative stock 

market perspective of where junior lithium stocks trade relative to the indicated reserve estimates. We found 

that the median of the group was 7.92, a figure representing the medium peer market capitalization divided by 

estimated indicated tonnes of lithium reserves of the group.  We found that Force energyôs 7.53 multiple was 

within the bandwidth of the peer groupôs median of 7.92. In fact, FORC trades at a slightly lower level 

(affordable) than the selected peer group given the respective groupôs reserves.   

 

Refer to analysis below: 

 

 
 

Company Profile  & Background 
 

Indicated Li2O Tonnage  Li2O Price/Tonnes Gross Revenue Potential 

1,727,550                                       130$                         224,581,500$                                 

1,727,550                                       135$                         233,219,250$                                 

1,727,550                                       140$                         241,857,000$                                 

1,727,550                                       150$                         259,132,500$                                 

TRANSACTIONAL MONETIZATION OF ZORO 1 ASSET - Merger, Spin-off, Buyout, or JV Cash Infusion

Higher Probability Range Potential Terminal Lower Probability Range Potential Terminal

Gross Revenue Potential Early-Stage Probability Ratio Transaction ValueEarly-Stage Probability Ratio Transaction Value

224,581,500$                         15% 33,687,225$          35% 78,603,525$                

233,219,250$                         15% 34,982,888$          35% 81,626,738$                

241,857,000$                         15% 36,278,550$          35% 84,649,950$                

259,132,500$                         15% 38,869,875$          35% 90,696,375$                

Higher Probability 35,954,634$          Lower Probability 83,894,147$                

Shares Outstanding 51,237,267$          Shares Outstanding 51,237,267$                

TERMINAL VALUES -> Implied Low  Transact Value 0.70$                       Implied  High Transact Value 1.64$                             

Per Share* Per Share*

AVERAGE PROBABILITY 1.17$                       Per Share*

*Assumes non-dilutive transaction and snapshot of current dilution (exclude option/warrants)

Junior Lithium Stocks Ticker Price per Mrkt. Cap Indicated Tonnes Mkt Cap/Li2O Resource

1-Nov-10 Symbol Share, $ $ Mn Lithium (Millions) Indication

Force Energy Corp OTCBB: FORC 0.25 13.0 1.7 7.53

Western Lithium USA Corp TSX.V: WLC 1.05 44.4 11.0 4.04

American Lithium Minerals OTCBB: AMLM 0.42 21.8 1.1 19.85

Lithium One Inc. TSX.V: LAT 0.10 4.7 4.8 0.98

Canada Lithium Corp TO: CLQ 0.80 118.8 15.0 7.92

Ultra Lithium Inc. TSX.V: ULI 0.06 4.7 0.0 na

GlobeStar Mining Corp TO: GMI 1.65 176.55 5.20 33.95

Rock Tech Resources Inc. TSX.V: RCK 0.36 16.93 0.00 na

Peers' median 7.92
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Force Energy Corp was incorporated in the state of Nevada, United States of America on November 1, 

2006.  The Company was formed for the purpose of acquiring exploration and development stage natural 

resource properties.  The Companyôs year-end is November 30. 

 

Prior to Force Energyôs primary focus on lithium assets, the Company focused on exploration of oil, gas and 

other mineral claims.  Back in 2006, Force was involved with Snippaker mineral claims and executed a 

reorganization with Nuance Resources and Farrier Acquisitions, which was engaged in the business of 

identifying, evaluating, and qualifying potential natural gas and oil wells; investing in interests in those wells 

with the goal of producing commercially marketable quantities of oil and natural gas.  On February 12, 2008, 

the Company acquired 100% of the common shares of Force Energy Corp. an inactive company incorporated 

in Nevada on July 19, 2005 

Force Energy presently hold a 50% working interest of the County Line Energy Corp. interest in the Hayter 

Well located in Alberta, Canada, and a 75% working interest in the Diamond Springs Prospect located within 

the Wind River Basin, Wyoming. 

The Company is principally engaged in the business of identifying, evaluating, and qualifying potential lithium 

reserves with the goal of producing commercially marketable quantities, or selling estimated reserve rights. 

The strategy is to identify low to moderate risk energy or lithium reserves by reviewing and reprocessing 

previously data with a view to a conduct further NI 43-101 studies than when the data was originally recorded.  

 

Location at Zoro 1 Lithium Property  
Force Energy Corp maintains a 100% working interest in the Zoro 1 Lithium Property in the Snow Lake area 

of west-central Manitoba, Canada. The Zoro 1 property hosts a near-surface deposit of lithium-bearing 

pegmatite mineralization that extends over significant distances in one main dyke exposed by multiple trenches 

and in several localities elsewhere on the property. 

  
 

The Zoro 1 property is 52 hectares in area and is located near the East Shore of Wekusko Lake in west-central 

Manitoba, Canada. An evaluation of historic data from the Zoro 1 lithium pegmatite was undertaken. The 

objectives of this NI-43-101 report were to summarize the geology, historic ore reserves, and economic 

potential of dykes delineated on the property.  
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A historic reserve estimate for Li2O has been calculated on limited drilling on a single dyke on the Zoro 1 

property. Drilling indicated reserves coupled with data from trenching have been calculated with a total 

undiluted tonnage given as 1,727,550 at 0.945% Li2O. There are seven zoned pegmatite dykes. The main, most 

westerly dyke is 4.5 to 6 m high, 27 m wide and 183 m long. The deposits are of significant merit but will 

require further exploration and work. 
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The Zoro 1 outer zones of the pegmatite dykes contain pink aplite and coarse feldspar, muscovite, tourmaline, 

and beryl. Spodumene, quartz, cleavelandite, and tourmaline form core zones with interstitial coarse feldspar. 

Spodumene is usually coarse-grained and is sometimes altered. It is most prevalent in the central 9 m (30 ft.) 

of the main dyke. In this dyke, spodumene crystals (up to 35 cm long) occur either in clusters, over widths of 6 

m or more, or associated with coarse tourmaline and perthite megacrysts; some spodumene crystals show a 

preferred orientation of 45° to 55°. One of two parallel dykes south of the main outcrop, is 5 m wide, and 

contains spodumene crystals in pods (up to 33 cm across). In other dykes, coarse grained spodumene is 

abundant in lenticular bands and fine-grained spodumene is distributed through aplitic patches. 

 

 

Location of Hayter Well 
Force Energy Corp. maintains a 50% working interest in County Line Energy Corp. interest in the Hayter Well 

(10D Hayter 10-8-40-1 W4M) located in Alberta, Canada. The well was spudded in January 2007 and drilled 

to a total depth. The well logs revealed a gas zone of 4 to 5 meters of thickness in a shallow zone and a heavy 

oil pay zone of 2 meters of thickness in the target Dina Sand zone. Although the results in the Dina sand were 

lower than expected and a decision was made to case the well in 2007, should prices rise in the future, the 

Hayter could produce an economic well.  
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Financial Overview 

 

Financial Overview 

Force Energy has not earned any revenues to date, and the Company does not anticipate earning revenues until 

such time as they encounter commercially productive lithium, oil or gas reservoirs on the property prospects. 

All of lithium, oil and gas prospects are undeveloped. FORC incurred operating expenses in the amount of 

$2,287,358 for the period from November 1, 2006 (Inception) to August 31, 2010. 

 

The Company anticipates that they will have to address the cash shortfall through additional equity financings 

in the future. However, they can offer no assurance, however, that such financings will be available on terms 

acceptable to the Company.  

  

Liquidity and Capital Resources 

As of August 31, 2010, Force Energy had total current assets of $22,569 and total current liabilities of 

$21,672. As a result, FORC had working capital of $897 as of August 31, 2010. 

  

Dilution  
Force Energy has a history of dilution: 

 

¶ During the period ended November 30, 2006, the Company issued 23,000,000 common shares at $0.005 for 

total proceeds of $115,000.  The Company paid commissions of $8,000 for net proceeds of $107,000. 

¶ On December 29, 2006, the Company issued 21,354,000 common shares as a result of the reverse merger. 

¶ On April 5, 2007, the Company issued 240,000 common shares at $0.25 per share for total proceeds of 

$60,000 pursuant to a private placement. 
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¶ On November 30, 2007, the Company issued 100,000 common shares at $0.50 per share for total proceeds of 

$50,000 pursuant to a private placement. 

¶ On April 16, 2008, the Company agreed to issue 300,000 common shares (issued May 2008) with a fair value 

of $1.35 per share totalling $405,000 pursuant to three consultancy contracts. 

¶ On April 17, 2008, the Company issued 1,000,000 common shares at $0.75 per share for total proceeds of 

$750,000 pursuant to a private placement. 

¶ On September 19, 2009, the Company issued 450,000 common shares pursuant to the Diamond Springs 

Prospect property agreement with a fair value of $144,000. 

¶ On October 30, 2009, the Company issued 900,000 common shares at $0.28 per share for total proceeds of 

$252,000 pursuant to a private placement. 

¶ On July 9, 2010, the Company issued 500,000 common shares at $0.20 per share for gross proceeds of 

$100,000. 

¶ On July 23, 2010, the Company issued 2,500,000 common shares pursuant to an employment contract with the 

Company President.  The fair value of the shares issued was $550,000. 

¶ On August 4, 2010, the Company issued 643,267 common shares pursuant to a debt settlement agreement, in 

settlement of amounts owing to the Companyôs former president in the amount of $160,817 

¶ On August 11, 2010, the Company issued 250,000 common shares for aggregate proceeds of $50,000. 

 

Off Balance Sheet Arrangements 

As of August 31, 2010, there were no off balance sheet arrangements. 

 

 

Market Opportunity  
 

The extraction and production of Lithium comes from three primary sources. Mining hard rock --ores such as 

spodumene (which is the most expensive type of lithium production), hectorite clays in the south western 

United States and brine solutions located under salt beds. Brines have dominated production as they represent 

the lowest cost extraction. According to the USGS the global production of Lithium Carbonate Equivalent 

(LCE) is 128,000 tonnes. Roughly 50% of all production of LCE comes from Chile (63,600 tonnes) and 80% 

of the global production comes from just four countries (Chile, Argentina, Australia and China). 

Lithium, the lightest of the metals, finds itself squarely in the middle of everything battery from electric 

vehicles, to portable electronic devices, to computers and many items in between.  Indeed, lithium-based 

batteries are used in everything from mobile phones and laptops, to iPods and iPads, as well as military and 

medical hardware. They have even made their way into the human body, powering pacemakers.   

Although lithium markets vary by location, global end-use markets are estimated as follows: ceramics and 

glass, 31%; batteries, 23%; lubricating greases, 10%; air treatment, 5%; continuous casting, 4%; primary 

aluminum production, 3%; and other uses, 24%. Lithium use in batteries expanded significantly in recent years 

because rechargeable lithium batteries were being used increasingly in portable electronic devices and 

electrical tools.
1
 

                                                

 
1 http://www.forceenergycorp.com/zoro_img/USGS.pdf 

http://www.forceenergycorp.com/zoro_img/USGS.pdf
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Market conditions deteriorated for lithium-based products in 2009. Sales volumes for  the major lithium 

producers were reported to be down between 15% and 42% by mid-2009. Consumption by lithium  end-use 

markets for batteries, ceramics and glass, grease, and pharmaceuticals all decreased. A major spodumene  

producer in Canada closed its mine owing to market conditions. The leading lithium producer in Chile 

announced it would lower its lithium prices by 20% in 2010. Despite the economic downturn in the lithium 

market, a host of new companies explored for lithium on claims worldwide in 2009. Many claims in Nevada, 

as well as in Argentina, Australia, Bolivia, and Canada, have been leased or staked. The only active lithium 

carbonate plant in the United States was a brine operation in Nevada.
2
  

Subsurface brines have become the dominant raw material for lithium carbonate production worldwide 

because of lower production costs compared with the mining and processing costs for hard-rock ores. Two 

brine operations in Chile dominate the world market and a facility at a brine deposit in Argentina produced 

lithium carbonate and lithium chloride. A second brine operation was under development in Argentina. 

Worldwide, most lithium minerals mined were used directly as ore concentrates in ceramics and glass 

applications rather than as feedstock for lithium carbonate and other lithium.
3
 

That said, the market prospects remain bright.  Indeed, Subbu Bettadapura, Malaysia-based associate director 

of energy research company Frost and Sullivan, says the battery market is set to grow massively, ôthe lithium-

ion battery market for electric and hybrid vehicles is, he says, conservatively-estimated to be set to grow from 

2,400 units in 2008 to 1.53 million units by 2015.ô Byron Capital Markets, predicting a 40 percent increase in 

demand for lithium from 2009 to 2014. 

¶ GM announced it would build a plant to manufacture lithium-ion (Li-ion) batteries for the Chevy Volt 

scheduled to debut in 2011.  

¶ BMW plans to launch its remodeled Li-ion battery-powered 750i luxury sedan to the Japanese in 

2010. This year, the company is producing 500 all-electric MINI Es, also with Li-ion batteries, for 

leasing in select cities.  

¶ Toyota hopes to launch plug-in hybrid Priuses with Li-ion batteries later this year.  

¶ Mercedes-Benz anticipates launching its S400 Blue HYBRID with a Li-ion battery next year.  

¶ Ford Escape plug-in hybrid with the same power technology is slated for 2012.  

¶ Then thereôs the Tesla Roadster, Chyrsler EcoVoyager, Dodge ZEO, Jeep Renegade and the Saturn 

Flextreme.  

In 2009 total lithium demand reached almost 92,000 metric tons (tonnes) expressed as lithium carbonate 

equivalent (LCE) with batteries accounting for 22% of the demand.  Core Consultants, a minor mine 

consultancy, forecast that the LCE demand will grow to roughly 137,000 tonnes by 2013, based mainly on the 

back of the battery sector growth. iSupply has predicted that around 5.5 billion handsets will be shipped 

between 2009 and 2012.  In general cellular telephones have increased by more than 20%. We expect the 

number of laptops to increase by 30m per year and if we include the "One Laptop per Child" initiative, then 

this project would supply 100m laptops per annum. 

                                                                                                                                                       

 
 
2 USGS Report on Lithium, Brian W. Jaskula  
 
3 USGS Report on Lithium, Brian W. Jaskula  

http://www.wikinvest.com/stock/General_Motors_(GMGMQ)
http://www.wikinvest.com/stock/BMW_(FRA:BMW)
http://www.wikinvest.com/industry/Luxury
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The anticipated demand growth, both from the electronic industry and automobile manufactures, has sparked 

interest amongst major global suppliers, raising concerns of oversupply. Exploration activity has increased 

significantly: more than 30 companies have announced over 60 new lithium projects, which are mainly 

concentrated in Canada, Australia, Argentina and the US.  

 

Core Consultants further expect the lithium market to perform well as the global economy led by the 

developing world gradually emerges from the downturn that started in 2008. The anticipation in the electric 

vehicle market will keep the lithium market upbeat in the long run as automakers are in what appears to be a 

mob frenzy to be the first manufacturer to commercialise the electrical vehicle and bring it into the market.  

Lithium-ion batteries are the favored battery type for electric and hybrid vehicles because they carry more 

energy with less weight than other materials and because they lose their charge more slowly. They store about 

three times as much as energy per pound as a nickel-metal hydride battery. As recent as June of this year, Dow 

Kokam celebrated its groundbreaking of the upcoming advanced, large-format battery production facility in 

Midland, Michigan.  The 800,000 square foot facility will have the capacity to manufacture 1.2 billion watt 

hours of large-format affordable lithium-ion batteries and enough to power 60,000 fully electric or hybrid 

electric vehicles annually (assuming a 20 KWh battery system).  

Several major auto companies promising to market electric cars around the world over the next few years, 

demand may be poised to increase. Nissan will introduce the Leaf, a five-passenger electric car, and General 

Motors will be introduce the Chevrolet Volt, a plug-in hybrid, within the next year.  Nonetheless, the timing of 

any increase in lithium supply and demand remains difficult to predict in large part because electric cars had 

yet to take off in any big way. 

Lithium is found in trace amounts in many places, but it is being produced commercially mainly by two 

methods. One is through mining and processing, a relatively expensive method that produces the metal mostly 

for glass, ceramics and the manufacturing of television tubes.  

http://topics.nytimes.com/top/news/business/companies/general_motors_corporation/index.html?inline=nyt-org
http://topics.nytimes.com/top/news/business/companies/general_motors_corporation/index.html?inline=nyt-org
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The more economical and significant method is through evaporation of lithium-containing brines, mostly in 

salt flats in the highland areas in South America and western China. Lithium reservoirs have been formed over 

millions of years in highland bowls, after rivers and hot springs washed over lithium-laden rocks and leached 

the mineral from them. Producers drill wells into the salt flats and pump the brine into evaporation ponds. 

With the removal of water, the lithium content in the brine increases to a level where it can be collected and 

shipped to a chemical plant for processing.  

On the supply side, it is estimated that perhaps 50% of the worldôs lithium deposits may sit in Bolivia, run by 

Hugo Chavezô friend Evo Morales. Hence, the world's largest lithium reserves lie at the Salar de Uyuni - in the 

remote southern Andean plane, controlled by a left wing government  not seen as a country friendly to foreign 

industry; so investment has tended to flow elsewhere -- to its South American neighbours. 

The list of global lithium producers is topped by Chile (45%), followed by Australia (23%), Argentina and 

China, leaving the fifth spot to the US, where there is currently only one lithium producer.  The lithium is out 

there and available. The problem is the big producers today are not producing it as their sole product. The four 

dominant corporate producers are SQM (Chile), FMC (Argentina), Chemetall (Chile) and Talison Lithium 

(Australia), with several projects under development by emerging lithium miners. However, for the largest 

corporate producer SQM, lithium probably drives only 7% or 8% its revenues. Their primary product is 

potash. Secondly, the largest producers in the world typically draw the source from aquifers, from brines, to 

produce the lithium. If you pull too much water out of the aquifer too fast, you run the risk of depleting it 

completely or diluting it substantially and damaging not only lithium production, but also potash. 

From this perspective, there is about 50-60 mining companies which have begun feasibility studies in 

Argentina, Serbia, Canada and Nevada that could lead to more than $1 billion in new lithium projects over the 

next several years, while there are a couple dozed of junior projects that are being considered in China, 

Finland, and Mexico.   The market is effectively dominated today by four very large chemical company 

players, to which lithium is somewhat an afterthought. They tend to move their product to about a handful of 

buyers who basically phone them and set up contracts. 

Since SQM (NYSE:SQM) drove a lot of the hard rock players out of the market in the 2001ï2002 timeframe, 

the lithium price has marched up steadily. The market has experienced prices in the $6,500 per metric ton of 

lithium carbonate equivalent range, however, it has plateaued & receded in the recent economic downturn, but 

a $4,000-$6,000 range has been the general long-run range.  For example, lithium typically needs to be over 

$4,000 for economic viable production. 

Global lithium carbonate consumption reached 105,000 tons in 2008, while supply was 100,000 tons (lithium 

carbonate is what is used to make the compounds for batteries). According to the USGS, US reserves of 

lithium total 760,000 tons.  One kg of lithium equates to 5.3 kgs of lithium carbonate, according to this report 

from Rodinia Minerals, report NI 43-101 available 
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Price Chart: FORC (OTCBB), one year 
  

 
Source: http://bigcharts.marketwatch.com/. 

 

 

CONCLUSION  
 

On a global basis, the question is never whether there is a ready supply or an abundance of lithium; it's whether 

the supply is economically viable. There are huge quantities of lithium available (in the ocean too), but it's 

extremely dilute and its chemical similarity to the huge quantity of magnesium that's also in the water is 

another issue. Getting to the lithium supply economically at a price point similar to today's is even trickier. So 

while lithium may be plentiful, there is not a huge abundance of places on earth where you can get economic 

viable lithium.  

 

Since 2000, the industry has experienced approximately 30,000 or 40,000 tons a year of additional demand 

arise for lithium, most of it coming out of nowhere in terms of these consumer batteries. And that demand 

continues to grow, so lithium is in secular demand. The price has gone up as a result, and it is reasonable to 

assume there is potential for sustained growth. 

 

We believe the best way to play the market is to buy a good basket of juniors that are exploring for lithium, 

since often for hard rock miners you just don't know until the holes are in the ground and production begins. 

However, traditionally the juniors that go out and find it and often get acquired by players already in the 

market.  Those juniors with potential of solid chemistries and concentrations like Force Energy will likely be 

in play as reserves are further explored, calculated and defined.  

. 

Therefore, we would contend that FORC is not a development or production play, but rather a terminal value 

via monetization of the asset to a larger player that can afford to develop the project. With the high initial 

hurdle costs and perhaps double the production cost from one mode of mining than that of brine, we would 

http://bigcharts.marketwatch.com/
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expect FORC to strategically explore Zoro 1 with reserve expansion & mineralization to where it is positioned 

to be an attractive asset target by a larger, active mining operator.  Should Zoro 1 Lithium Project reach this 

inflection point, and the secular price trend of lithium oxide is in excess of $140 per tonnage, then we 

anticipate FORC management would direct their efforts toward unlocking the asset value via a transactional 

agreement. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer 
The opinions expressed in this research report are analystôs personal views about the company. Opinions and 

recommendations contained in this report are submitted solely for information purposes and are not intended as an 
offering or a solicitation to buy or sell the securities mentioned above. Neither the analyst nor Prime Equity 

Research owns any equity or debt securities in the analyzed company.  The analyst is paid in advance to ensure 

independent and objective opinions are rendered without conflict. A third-party paid Prime Equity Research $7,000 

for independent equity initiation Report.. 

 

None of the development projects currently being discussed have completed development, permitting, financing, 

construction or commissioning. Nor have any of these projects fully developed the sales, marketing and distribution 

networks necessary to sell their products when produced. As with any development project, there are considerable 

risks associated with development, permitting, financing, construction and commissioning, and there is no guarantee 

that any of these development projects will achieve commercial production or monetization into shareholder value. 

 


