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MANAGEMENT’S DISCUSSION AND ANALYSIS 

The following Management's Discussion and Analysis (“MD&A”) is prepared as of March 13, 2018 and is intended to assist 

readers in understanding the financial performance and financial condition of Brio Gold Inc. (“Brio Gold” or the “Company”) as 

at and for the years ended December 31, 2017 and 2016, and should be read in conjunction with the Consolidated Financial 

Statements and the accompanying notes of Brio Gold for the years ended December 31, 2017 and 2016. 

Cautionary Statement Regarding Forward-Looking Information 

This Management’s Discussion and Analysis contains or incorporates by reference “forward-looking statements” and “forward-

looking information” under applicable Canadian securities legislation. Forward-looking information includes, but is not limited 

to, information with respect to the Company’s strategy, plans or future financial or operating performance, the outcome of the 

legal matters involving the damages assessments and any related enforcement proceedings.  Forward-looking statements are 

characterized by words such as “plan”, “expect”, “budget”, “target”, “project”, “intend”, “believe”, “anticipate”, “estimate” and 

other similar words, or statements that certain events or conditions “may” or “will” occur.  Forward-looking statements are based 

on the opinions, assumptions and estimates of management considered reasonable at the date the statements are made, and are 

inherently subject to a variety of risks and uncertainties and other known and unknown factors that could cause actual events or 

results to differ materially from those projected in the forward-looking statements.  These factors include the Company’s 

expectations in connection with the production and exploration, development and expansion plans at the Company's projects 

discussed herein being met, the impact of proposed optimizations at the Company's projects, the impact of the proposed new 

mining law in Brazil, and the impact of general business and economic conditions, global liquidity and credit availability on the 

timing of cash flows and the values of assets and liabilities based on projected future conditions, fluctuating metal prices (such 

as gold and silver), currency exchange rates (such as the Brazilian real versus the United States dollar), the impact of inflation, 

possible variations in ore grade or recovery rates, changes in the Company’s hedging program, changes in accounting policies, 

changes in mineral resources and mineral reserves, risks related to asset disposition, risks related to metal purchase agreements, 

risks related to acquisitions, changes in project parameters as plans continue to be refined, changes in project development, 

construction, production and commissioning time frames, unanticipated costs and expenses, higher prices for fuel, steel, power, 

labour and other consumables contributing to higher costs and general risks of the mining industry, failure of plant, equipment or 

processes to operate as anticipated, unexpected changes in mine life, unanticipated results of future studies, seasonality and 

unanticipated weather changes, costs and timing of the development of new deposits, success of exploration activities, permitting 

timelines, government regulation and the risk of government expropriation or nationalization of mining operations, risks related 

to relying on local advisors and consultants in foreign jurisdictions, environmental risks, unanticipated reclamation expenses, 

risks relating to joint venture operations, title disputes or claims, limitations on insurance coverage and timing and possible 

outcome of pending and outstanding litigation and labour disputes, risks related to enforcing legal rights in foreign jurisdictions, 

as well as those risk factors discussed or referred to herein. Although the Company has attempted to identify important factors 

that could cause actual actions, events or results to differ materially from those described in forward-looking statements, there 

may be other factors that cause actions, events or results not to be anticipated, estimated or intended.  There can be no assurance 

that forward-looking statements will prove to be accurate, as actual results and future events could differ materially from those 

anticipated in such statements.  The Company undertakes no obligation to update forward-looking statements if circumstances 

or management’s estimates, assumptions or opinions should change, except as required by applicable law.  The reader is cautioned 

not to place undue reliance on forward-looking statements.  The forward-looking information contained herein is presented for 

the purpose of assisting investors in understanding the Company’s expected financial and operational performance and results as 

at and for the periods ended on the dates presented in the Company’s plans and objectives and may not be appropriate for other 

purposes. 

Non-GAAP Financial Measures 

This discussion makes references to “cash costs”, “all-in sustaining costs” also referred to as “AISC”, “Adjusted earnings or loss” 

and “Adjusted EBITDA” which are measures that do not have any standardized meaning as prescribed by IFRS. The term IFRS 

and generally accepted accounting principles (“GAAP”) are used interchangeably throughout this MD&A. The Company 

believes that these measures, together with measures determined in accordance with IFRS, provide investors with an improved 

ability to evaluate the Company’s underlying performance. Non-GAAP financial measures do not have any standardized meaning 

prescribed under IFRS, and therefore they may not be comparable to similar measures employed by other companies. The data 



 

4 

is intended to provide additional information and should not be considered in isolation or as a substitute for measures of 

performance prepared in accordance with IFRS. See “Non-GAAP financial measures” below for: 

•  cash costs consolidated and per mine, including on a per ounce basis, and all-in sustaining costs consolidated, including 

on a per ounce basis;  

•  quarterly trailing cash costs consolidated and per mine, including on a per ounce basis; 

•  Adjusted EBITDA; 

•  Adjusted earnings or loss; and 

•  realized price per gold ounce sold 

 

Overview 

Brio Gold Inc. (TSX: BRIO) is an established Canadian mining company with significant gold producing, development and 

exploration stage properties in Brazil. Brio Gold's portfolio includes three operating gold mines and a fully-permitted, fully-

constructed mine that was on care and maintenance and currently is in development to be re-started. The Company was formed 

in 2014 by Yamana Gold Inc. (“Yamana”) to monetize its investment in certain assets in Brazil, including the Fazenda Brasileiro 

Mine, the Pilar Mine and the Santa Luz Mine and related exploration rights, all of which were contributed by Yamana to the 

Company. On April 29, 2016, Brio Gold completed the acquisition of Mineração Riacho dos Machados (“MRDM”), the owner 

of the RDM Mine in Minas Gerais, Brazil in connection with a restructuring of Carpathian Gold Inc. On December 28, 2016, 

Brio Gold became a standalone public company. Yamana continues to be a significant shareholder of Brio Gold, holding 

approximately 54% of the issued and outstanding shares as at December 31, 2017. 

Highlights 

Transaction with Leagold Mining 

On February 16, 2018, Brio Gold announced that it had entered into a definitive agreement with Leagold Mining Corporation 

("Leadgold") pursuant to which Leagold agreed to acquire all of the issued and outstanding shares of Brio Gold (the 

"Transaction"). The combined company will be a high-growth, intermediate gold producer, having four operating mines and an 

advanced-stage development project, which are located in Mexico and Brazil, two attractive mining jurisdictions in the Americas. 

Under the terms of the definitive agreement, shareholders of Brio Gold will receive 0.922 of a Leagold common share and 0.4 of 

a Leagold share purchase warrant (each whole share purchase warrant, a "Warrant"), for each common share of Brio Gold held. 

Each full Warrant will be exercisable to acquire one common share of Leagold at a price of C$3.70 for a period of two years from 

closing of the Transaction. Management expects the closing of the Transaction is likely to occur in the second quarter of 2018. 

Full details of the Transaction, including the conditions and timing, are included in the Company's press release on February 16, 

2018. 

Annual Operating Performance 

 
For the twelve months ended 

December 31, 

Consolidated Operating Statistics 2017 2016 Change 

Gold production (oz.) (1) 178,025  189,662  (6 )% 

Gold sales (oz.) 176,069  192,524  (9 )% 

Average realized gold price per ounce sold(2) $ 1,250  $ 1,219  3 % 

Cost of sales including depletion, depreciation and amortization per gold ounce sold $ 1,076  $ 1,099  (2 )% 

Cash cost per gold ounce produced(2) $ 846  $ 746  13 % 

All-in sustaining costs per ounce of gold produced(2) $ 1,126  $ 985  14 % 

Notes: 

(1) Operating statistics only include RDM from the date that it was acquired on April 29, 2016.  

(2) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation to the relevant GAAP measure. 
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Production during the year of 2017 from the Company's three producing mines was lower than the comparative year of 2016 by 

6% due to lower production at the Fazenda Brasileiro Mine and the Pilar Mine, partially offset by higher production at the RDM 

Mine. 

At the Fazenda Brasileiro Mine, the annual production in 2017 was 60,978 ounces of gold, 14% lower than the same period last 

year primarily due to lower feed grades from mine sequencing. The grade in the fourth quarter improved significantly over the 

previous quarter and the Company expects grade to continue to show improvements in 2018. For 2018, the Company expects 

production at the Fazenda Brasileiro Mine to be 65,000 to 75,000. 

At the Pilar Mine, lower overall grade was a result of increased production from the lower grade Maria Lazara deposit. During 

the fourth quarter, the Company started restructuring the operation, which included halting development at Maria Lazara. The 

Company is now mining out the developed reserves at Maria Lazara and will be focusing production going forward on the higher 

grade HG1 and HG2 zones at the main Pilar Mine as well as the development of the Tres Buracos open pit. The Maria Lazara 

mine currently has one year of developed reserves that will be mined out in 2018 and the satellite operation will then be put on 

care and maintenance. Pilar is expected to produce 65,000 to 75,000 ounces of gold in 2018. 

The RDM Mine was put on care and maintenance for close to 5 months in 2017 due to a lack of water. The new water 

dam/reservoir is operating well, as the region's rainy season allowed adequate water reserves to build up. The operation has been 

running continuously since December 1, 2017 and the Company expects that to continue into the foreseeable future. Consistent 

production at low cost is expected going forward, with Brio Gold forecasting a full year of production at RDM in 2018 with 

guidance set at 75,000 to 85,000 ounces of gold. 

Overall cash costs and all-in sustaining costs per gold ounce for the year were higher than the comparative period of 2016 due to 

lower overall gold feed grades causing increased costs per ounce as the fixed component of production costs was allocated over 

fewer ounces. In addition, operating costs increased due to the strengthening of the Brazilian real against the U.S. dollar. Cost of 

sales including depletion, depreciation and amortization per gold ounce were lower than the comparative period of 2016 due to 

lower depletion, depreciation, and amortization. 

Annual Financial Performance 

Revenues from mining operations were $217.9 million on the sale of 176,069 ounces for the year ended December 31, 2017, 

compared to $232.4 million on the sale of  192,524 ounces for the comparable period in 2016. 

Net loss in 2017 was $21.0 million or $0.18 per share, compared to a net loss of $16.9 million or $0.37 per share for 2016. 

The adjusted loss in 2017 was $9.5 million, compared to a loss of $17.9 million for the same period of 2016 as the decrease in 

revenues from mining operations was offset by lower depletion, depreciation and amortization expense. See “Management’s 

Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of net loss to adjusted loss. 

Cash flow from operating activities after changes in working capital for 2017 was an inflow of $11.7 million, compared to an 

inflow of $70.1 million in 2016 due to reduced cash flow from operating activities and a $29.8 million increase in working capital, 

largely due to a build up of ore stockpile at the RDM Mine and a reduction in trade accounts payable. Cash flow from operating 

activities before changes in working capital for 2017 was an inflow of $41.6 million, lower compared to an inflow of $70.5 

million in 2016 due to higher per unit costs, and higher general and administrative expenses due to one time costs associated with 

the transition of Brio Gold becoming a stand alone public company. 

Currency Hedges 

 

In the fourth quarter of 2017, the Company entered into forward foreign exchange contracts for R$60 million and R$360 million 

expiring in 2018 and 2019, respectively, at average fixed exchange rates of US$1 = R$3.40 and US$1 = R$3.48, respectively. 

The Company also entered into zero-cost collar foreign exchange contracts of R$120 million, expiring in 2019, at average call 

and put strike prices of US$1 = R$3.36 and US$1 = R$3.70, respectively. The Company entered into forward and collar contracts 

to manage the foreign exchange exposure of the operating and capital expenditures associated with its Brazilian operations.  
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In summary, the Company has hedged R$732 million and R$480 million for 2018 and 2019, respectively. These Brazilian reais 

are hedged at an average fixed exchange rate of US$1 = R$3.51 and average call and put strike prices of US$1 = R$3.32 and 

US$1 = R$3.85. 

 

Gold Hedges 

 

Subsequent to year-end 2017, the Company entered into additional gold price hedging arrangements in order to manage cash 

flow during the development phase of the Santa Luz Mine. The Company entered into gold future contracts totaling 39,000 

ounces at an average fixed price of $1,336 per ounce for 14 months (from February 2018 to March 2019). The Company also 

entered into a zero-cost collar contract, where gold puts were purchased and calls were sold with average put and call strike prices 

of $1,300 and $1,400 per ounce, respectively, for 2,000 ounces per month. These purchases and sales will be made for 12 months 

(from April 2018 to March 2019) and total 24,000 ounces. 

 

In summary, the Company has hedged 75,000 and 12,000 ounces of gold for 2018 and 2019, respectively. The gold future 

contracts are for 39,000 ounces and are hedged at an average fixed price of $1,336 per ounce. The zero-cost collar contracts are 

for 48,000 ounces at a put price of $1,300, and with 24,000 ounces at a call price of $1,340 and 24,000 ounces at a call price of 

$1,400. 

 

Guidance 

The Company expects to produce between 205,000 to 235,000 ounces of gold, representing a 15% to 32% increase compared to 

2017 production. The increase is largely driven by a full year of production from its RDM Mine and a 22% increase in production 

expected from Fazenda Brasileiro. The higher production forecast is offset by lower production expected from Pilar as the low-

grade satellite deposit Maria Lazara is removed from the mine plan. Cash costs and all-in sustaining cost guidance assume a BRL 

to USD exchange rate of 3.30 to 1.0. A summary of Brio Gold's 2018 guidance is provided below. 

 

Production (oz) 2018E 

Pilar Mine 65,000 - 75,000 

Fazenda Brasileiro Mine 65,000 - 75,000 

RDM Mine 75,000 - 85,000 

Consolidated Brio Gold 205,000 - 235,000 

  
Cash costs per ounce produced (1) 2018E 

Pilar Mine $900 - $930 

Fazenda Brasileiro Mine $760 - $790 

RDM Mine $790 - $820 

Consolidated Brio Gold $815 - $845 

  
All-in Sustaining cost per ounce produced (1) 2018E 

Pilar Mine $1,060 - $1,090 

Fazenda Brasileiro Mine $960 - $990 

RDM Mine $830 - $860 

Mine site all-in sustaining costs per ounce produced $945 - $975 

Notes: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of cost of sales including depletion, depreciation and 

amortization to cash costs consolidated and on a per mine basis, and reconciliation of cost of sales including depletion, depreciation and amortization to all-in sustaining costs consolidated and on 

a per mine basis. 
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Financial Results 

(In thousands of U.S. dollars, except share and per 

share amounts)  
For the three months ended 

December 31,  
For the twelve months ended 

December 31, 

Income Statement Overview  2017  2016  2017  2016 

Revenues from mining operations  $ 51,413   $ 59,510   $ 217,891   $ 232,356  

Cost of sales excluding depletion, depreciation and 

amortization  (34,693 )  (44,688 )  (151,801 )  (144,736 ) 

Gross margin excluding depletion, depreciation and 

amortization  16,720 
 

 14,822 
 

 66,090 
 

 87,620 
 

Depletion, depreciation and amortization  (8,133 )  (26,325 )  (37,840 )  (66,818 ) 

Impairment of operating mineral properties  —   (110,876 )  —   (110,876 ) 

Mine operating earnings/(loss)  8,587   (122,379 )  28,250   (90,074 ) 

Other expenses  (18,401 )  (4,174 )  (52,868 )  (46,281 ) 

Reversal of impairment of non-operating mining properties  —   96,217   —   96,217  

Loss before income taxes  (9,814 )  (30,336 )  (24,618 )  (40,138 ) 

Income tax recovery  944   8,221   3,618   23,279  

Net loss  (8,870 )  (22,115 )  (21,000 )  (16,859 ) 

Total comprehensive loss  $ (14,773 )  $ (21,807 )  $ (17,007 )  $ (16,551 ) 

         
Summary of Key Financial Statistics         

Net loss per share (basic)  $ (0.07 )  $ (0.20 )  $ (0.18 )  $ (0.37 ) 

Net loss per share (diluted)  $ (0.07 )  $ (0.20 )  $ (0.18 )  $ (0.37 ) 

Adjusted loss (1)  $ (4,552 )  $ (28,897 )  $ (9,514 )  $ (17,925 ) 

Adjusted loss per share (1)  $ (0.04 )  $ (0.26 )  $ (0.08 )  $ (0.39 ) 

Adjusted EBITDA(1)  $ 3,719   $ 8,622   $ 30,556   $ 67,379  

Cash flow from operating activities  $ 10.406   $ 31,225   $ 11,732   $ 70,086  

Cash flow from operating activities before changes in 

working capital  $ 10.956 
 

 $ 20,024 
 

 $ 41,572 
 

 $ 70,470 
 

Weighted average number of common shares - basic & 

diluted  122,584,771 
 

 112,527,429 
 

 114,540,672 
 

 45,878,479 
 

 

Note: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of net earnings to Adjusted earnings and Adjusted EBITDA. 

 

Balance Sheet Overview  
As at December 

31, 2017  
As at December 

31, 2016 

Cash  $ 19,281   $ 7,014  

Working capital  $ 9,675   $ (14,828 ) 

Total assets  $ 611,955   $ 541,699  

Total non-current liabilities  $ 126.383   $ 53,185  

Total liabilities  $ 200,501   $ 118,907  

Total equity  $ 411,454   $ 422,792  

Revenues from mining operations were $51.4 million in the fourth quarter of 2017 on the sale of 40,350 ounces of gold compared 

to $59.5 million on the sale of 50,093 ounces of gold for the comparable period in 2016. Revenues from mining operations were 

$217.9 million on the sale of 176,069 ounces for the year ended December 31, 2017, compared to $232.4 million on the sale of  

192,524 ounces for the comparable period in 2016. 

Net loss in the fourth quarter of 2017 was $8.9 million or $0.07 per share, compared to a net loss of $22.1 million or $0.20 per 

share for the fourth quarter of 2016 as a result of a decrease in depletion, depreciation, and amortization. For the year ended 

December 31, 2017, net loss was $21.0 million or $0.18 per share compared to net loss of  $16.9 million or $0.37 per share for 
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the same period in 2016 as a lower income tax recovery was partially offset by a reduction in depletion, depreciation, and 

amortization. 

The adjusted loss in the fourth quarter of 2017 was $4.6 million, compared to an adjusted loss of $28.9 million in the same period 

of 2016 due to lower depletion, depreciation, and amortization expense. For the year ended December 31, 2017, the adjusted loss 

was $9.5 million compared to an adjusted loss of $17.9 million in the same period of 2016 due to lower depletion, depreciation, 

and amortization partially offset by lower revenues from mining operations.       

 

Operating Statistics 

 
For the three months ended 

December 31,  
For the twelve months ended 

December 31, 

 2017 2016 Change  2017 2016 Change 

Gold production (oz.)(1)        

Pilar Mine 14,115  22,170  (36 )%  73,931  87,061  (15 )% 

Fazenda Brasileiro Mine 16,100  18,279  (12 )%  60,978  70,887  (14 )% 

RDM Mine 10,135  10,028  1 %  43,116  31,714  36 % 

Total gold production 40,350  50,477  (20 )%  178,025  189,662  (6 )% 

Gold sales (oz.)(1)        

Pilar Mine 15,041  21,837  (31 )%  73,753  86,126  (14 )% 

Fazenda Brasileiro Mine 16,345  19,110  (14 )%  59,631  73,517  (19 )% 

RDM Mine 9,069  9,146  (1 )%  42,685  32,881  30 % 

Total gold sales 40,455  50,093  (19 )%  176,069  192,524  (9 )% 

Cost of sales including depletion, depreciation and 

amortization per gold oz sold (1)        

Pilar Mine $ 1,393  $ 1,687  (17 )%  $ 1,220  $ 1,195  2 % 

Fazenda Brasileiro Mine 978  1,074  (9 )%  974  949  3 % 

RDM Mine 628  1,494  (58 )%  971  1,183  (18 )% 

Cost of sales including depletion, depreciation and 

amortization per gold oz sold $ 1,059 
 
$ 1,421 

 
(25 )%  $ 1,076 

 
$ 1,099 

 
(2 )% 

Cash cost per gold ounce produced(1,2)        

Pilar Mine $ 983  $ 872  13 %  $ 852  $ 742  15 % 

Fazenda Brasileiro Mine 821  753  9 %  862  689  25 % 

RDM Mine 536  888  (40 )%  814  881  (8 )% 

Total cash cost per gold ounce produced $ 806  $ 832  (3 )%  $ 846  $ 746  13 % 

All-in sustaining costs per ounce of gold produced(1,2)        

Pilar Mine $ 1,186  $ 1,150  3 %  $ 1,064  $ 951  12 % 

Fazenda Brasileiro Mine 973  1,018  (4 )%  1,033  918  13 % 

RDM Mine 879  1,006  (13 )%  989  1,001  (1 )% 

Total mine all-in sustaining costs per ounce of gold 

produced $ 1,024 
 
$ 1,074 

 
(5 )%  $ 1,035 

 
$ 947 

 
9 % 

Consolidated all-in sustaining costs per ounce of gold 

produced $ 1,150 
 
$ 1,106 

 
4 %  $ 1,126 

 
$ 985 

 
14 % 

Notes: 

(1) Operating statistics only include RDM from the date that it was acquired on April 29, 2016.  

(2) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of cost of sales including depletion, depreciation and amortization to 

cash costs consolidated and on a per mine basis, and reconciliation of cost of sales including depletion, depreciation and amortization to all-in sustaining costs consolidated and on a per mine basis. 
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Pilar Mine 

 
For the three months ended 

December 31,  
For the twelve months ended 

December 31, 

Operating Statistics 2017 2016 Change  2017 2016 Change 

Gold production (oz.) 14,115  22,170  (36 )%  73,931  87,061  (15 )% 

Gold Sales (oz.) 15,041  21,837  (31 )%  73,753  86,126  (14 )% 

Cost of sales including depletion, depreciation and amortization per 

gold ounce sold $ 1,393 
 
$ 1,687 

 
(17 )%  $ 1,220 

 
$ 1,195 

 
2 % 

Cash cost per gold ounce produced(1) $ 983  $ 872  13 %  $ 852  $ 742  15 % 

All-in sustaining costs per ounce of gold produced(1) $ 1,186  $ 1,150  3 %  $ 1,064  $ 951  12 % 

Ore mined (tonnes) 293,365  303,720  (3 )%  1,235,238  1,173,963  5 % 

Ore processed (tonnes) 291,894  309,907  (6 )%  1,235,350  1,174,584  5 % 

Gold feed grade (g/t) 1.71  2.34  (27 )%  2.07  2.42  (14 )% 

Gold recovery rate (%) 84.2% 95.3% (12 )%  95.3% 95.4% — % 
 
Note: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of cost of sales including depletion, depreciation and amortization to 

cash costs consolidated and on a per mine basis, and reconciliation of cost of sales including depletion, depreciation and amortization to all-in sustaining costs consolidated and on a per mine basis. 

Gold production at the Pilar Mine for the fourth quarter was lower than the comparative period of 2016, as the Company started 

restructuring the operation, which included halting development at Maria Lazara, which was higher cost and lower grade due to 

a high proportion of low grade development ore. Although this has impacted production in the fourth quarter, improvements to 

cash cost per gold ounce produced are expected as a result. The Maria Lazara mine currently has one year of developed reserves 

that will be mined out in 2018 and the satellite operation will then be put on care and maintenance. The Company will be focusing 

production going forward on the higher grade HG1 and HG2 zones at the main Pilar Mine as well as the development of the Tres 

Buracos open pit. The Company expects 2018 production for Pilar to be 65,000 to 75,000 ounces. 

Overall costs for the fourth quarter and for the year ended December 31, 2017 were higher than the comparative period of 2016 

due to lower production causing increased costs per ounce as the fixed component of production costs was allocated over fewer 

ounces. Costs were higher also due to lower production and due to the strengthening of the Brazilian real against the U.S. dollar.  

During the fourth quarter, the Company had started to reduce its workforce in the fourth quarter to reflect the new restructuring 

plan. Additional workforce restructuring will occur as the contractor workforce is further reduced and the Company's workforce 

is balanced to fit a lower production year as the HG2 horizon at the Pilar Mine is developed and operations gear up in the second 

half of 2018. 

Fazenda Brasileiro Mine 

 
For the three months ended 

December 31, 

 

 
For the twelve months ended 

December 31, 

 Operating Statistics 2017 2016 Change  2017 2016 Change 

Gold production (oz.) 16,100  18,279  (12 )%  60,978  70,887  (14 )% 

Gold Sales (oz.) 16,345  19,110  (14 )%  59,631  73,517  (19 )% 

Cost of sales including depletion, depreciation and amortization 

per gold ounce sold $ 998 
 
$ 1,074 

 
(9 )%  $ 974 

 
$ 949 

 
3 % 

Cash cost per gold ounce produced(1) $ 821  $ 753  9 %  $ 862  $ 689  25 % 

All-in sustaining costs per ounce of gold produced(1) $ 973  $ 1,018  (4 )%  $ 1,033  $ 918  13 % 

Ore mined (tonnes) 324,035  303,394  7 %  1,241,791  1,215,826  2 % 

Ore processed (tonnes) 324,687  327,367  (1 )%  1,283,562  1,258,599  2 % 

Gold feed grade (g/t) 1.71  2.00  (15 )%  1.62  2.00  (19 )% 

Gold recovery rate (%) 91.4% 86.7% 5 %  89.8% 87.8% 2 % 

Note: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of cost of sales including depletion, depreciation and amortization to 

cash costs consolidated and on a per mine basis, and reconciliation of cost of sales including depletion, depreciation and amortization to all-in sustaining costs consolidated and on a per mine basis. 

At the Fazenda Brasileiro Mine, fourth quarter production in 2017 was 16,100 ounces, in-line with plan, but 12% lower than 

the same period of 2016 as a result of lower grades from mine sequencing, partially offset by a higher gold recovery rate. Gold 
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feed grade in the fourth quarter improved significantly over the previous quarter and the Company expects grade to continue to 

show improvements in 2018. For 2018, the Company expects production at Fazenda Brasileiro Mine to be 65,000 to 75,000. 

For the fourth quarter of 2017, cash cost per gold ounce produced were higher than the same period in 2016. Grade, as discussed 

above, was the main contributor to higher costs on a per ounce basis since a large portion of operating costs are fixed. Similarly 

for the twelve months ended December 31, 2017, cash cost per gold ounce produced were higher due to a combination of lower 

production and the strengthening of the Brazilian real against the U.S. dollar. All-in sustaining cost per ounce of gold produced 

for the fourth quarter of 2017 were lower than the same period in 2016 as a result of a decline in the purchase of various mining 

equipment. The Company expects higher sustaining capital expenditures in 2018 to replace some of the old mining equipment, 

but expects maintenance cost reduction and productivity gains as a result. For the year ended December 31 2017, cash costs were 

$862 per ounce, achieving guidance of $855 to $865 per ounce. AISC was $1,033 per ounce compared to guidance of $1,020 to 

$1,030 per ounce. 

RDM Mine 

 
For the three months ended 

December 31, 

 

 
For the twelve months ended 

December 31, 

 Operating Statistics 2017 2016 Change  2017 2016 Change 

Gold production (oz.)(1) 10,135  10,028  1 %  43,116  31,714  36 % 

Gold Sales (oz.) 9,069  9,146  (1 )%  42,685  32,881  30 % 

Cost of sales including depletion, depreciation and amortization per 

gold ounce sold $ 628 
 
$ 1,494 

 
(58 )%  $ 971 

 
$ 1,183 

 
(18 )% 

Cash cost per gold ounce produced(2) $ 536  $ 888  (40 )%  $ 814  $ 881  (8 )% 

All-in sustaining costs per ounce of gold produced(2) $ 879  $ 1,006  (13 )%  $ 989  $ 1,001  (1 )% 

Ore mined (tonnes) 389,806  351,266  11 %  1,723,505  1,054,574  63 % 

Ore processed (tonnes) 254,408  360,194  (29 )%  1,253,329  850,029  47 % 

Gold feed grade (g/t) 1.56  1.15  36 %  1.17  1.39  (16 )% 

Gold recovery rate (%) 84.7% 76.0% 9 %  86.0% 77.5% 9 % 

Notes: 

(1) Operating statistics only include RDM from the date that it was acquired on April 29, 2016.  

(2) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of cost of sales including depletion, depreciation and amortization to 

cash costs consolidated and on a per mine basis, and reconciliation of cost of sales including depletion, depreciation and amortization to all-in sustaining costs consolidated and on a per mine basis. 

During the fourth quarter of 2017, the RDM Mine restarted in November, the beginning of the region's rainy season, and the new 

water dam/reservoir is operating well. Due to intermittent early November rain, the plant operated 11 days in the month to allow 

adequate water reserves to build up. The operation has been running continuously since December 1, 2017 and the Company 

expects that to continue into the foreseeable future. The RDM Mine produced 1% more gold ounces compared to the same period 

in 2016, despite the plant shut downs, due to mining from a higher grade area in the central pit, and a higher recovery rate. The 

mine restructuring plan implemented in the second quarter of 2017 is now complete with the large-scale contract mining 

equipment fleet fully operational. Consequently, the Company expects consistent production at low cost going forward. Brio 

Gold is expecting a full year of production at RDM Mine in 2018 with guidance set at 75,000 to 85,000 ounces of gold. 

Cash costs were $814 per ounce for the full year of 2017, significantly below annual cash cost guidance of $955 to $965 per 

ounce. Full year all-in sustaining costs per ounce of gold produced were $989 per ounce of gold, significantly below annual 2017 

AISC guidance of $1,110 and $1,120 per ounce. 

 

 

Mineral Reserve and Mineral Resource Estimates 

 

Mineral reserves and mineral resources are determined in accordance with National Instrument 43-101, issued by the Canadian 

Securities Administrators. This National Instrument lays out the standards of disclosure for mineral projects including rules 

relating to the determination of mineral reserves and mineral resources. This includes a requirement that a “qualified person” (as 

defined under the NI 43-101) supervises the preparation of the mineral reserves and mineral resources reports. 
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As at December 31, 2017, the Company’s properties had attributable mineral reserves of approximately 2.9 million ounces of 

gold, measured and indicated mineral resources of approximately 2.0 million ounces of gold and inferred mineral resources of 

approximately 3.2 million ounces of gold. 

Mineral Reserves & Mineral Resources Estimates (1) 

As at December 31, 2017                       

(Contained Gold in 000's ounces) 

Proven & Probable  

Mineral Reserves 

Measured & Indicated 

Mineral Resources Inferred 

 2017 2016 2017 2016 2017 2016 

Pilar Mine 436 450 677 704 2,085 1,626 

Fazenda Brasileiro Mine 377 417 256 256 156 156 

Santa Luz Mine 1,259 1,221 695 780 489 395 

RDM Mine 830 663 372 190 426 416 

Total 2,902 2,751 2,000 1,930 3,156 2,593 

(1) Refer to the complete Mineral Reserves & Mineral Resources tables on the Company’s website www.briogoldinc.com  

 

Both the RDM Mine and the Santa Luz Mine benefited from a major drilling program completed in 2017, resulting in 

significant increases in both mineral reserves and mineral resources. See the "Exploration"  section for more details about the 

drilling programs. 

At both the Pilar Mine and Fazenda Brasileiro Mine, end of year mineral reserves and mineral resources only include the 

depletion of 2017 production from the prior year mineral reserves and mineral resources estimate. The Company is currently 

incorporating the results from the 2017 drill program at both of these mines and expects to provide updated mineral reserve and 

mineral resource estimates in the second quarter of 2018. 

Exploration 

The 2017 exploration program was focused on enhancing and creating further value at existing operations. The Company spent 

$0.9 million on exploration activities in the fourth quarter, and $6.8 million in 2017, in-line with plan. 

Fazenda Brasileiro Mine 

During the third quarter, 324 holes were drilled for a total of 14,664 meters, with a total for the year of 1,130 holes totaling 52,855 

meters. Drilling was focused on in-mine development areas of the C-Ramp and D-Ramp, including the CLX1 Zone and the Canto 

Zone. Results continued to be positive from the Canto Zone, which is a mineralized horizon in the footwall of the historic 

production areas, with medium and long-term potential. Near-mine exploration from the surface was successful in intercepting 

good intervals in the Pau-A-Pique and Lago do Gato open pit areas. 

Pilar Mine 

Drilling at Pilar Mine was completed in September, with a total for the year of 85 holes totaling 28,258 meters.  Mine drilling 

focused on a combination of in-mine definition drilling at both the Pilar and Maria Lazara Mines.  Off-mine drilling was 

conducted in mid-year targeting the Maria Lazara Southeast and Tres Buracos deposits. Drilling results for both Maria Lazara 

Southeast and Tres Buracos were positive overall, resulting in resource increases. 

Santa Luz Mine 

On September 5, 2017, the Company released the results for a drilling program completed at Santa Luz earlier this year that 

demonstrated a larger mineral reserve. The program, which started in December 2016 and was completed in March 2017, included 

4,205 meters of drilling from a total of 37 core holes. The drilling program was largely focused on detailing and expanding a 

north-west trending zone of high-grade gold mineralization in the north-eastern portion of the C1 open pit orebody, with localized 

infill drilling in both the C1 and Antas-3 orebodies, with the results contributing to a larger mineral reserve. Of the total holes, 

six holes were geotechnical holes drilled in the mill site, and two holes were drilled in the Serra Branca exploration target. In 

addition, a Preliminary Economic Assessment (PEA) was completed in the fourth quarter to evaluate the potential for an 

underground mining operation on the down-dip extension of the C1 ore body, with positive results. 
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RDM Mine 

At RDM Mine, Brio Gold completed a 12-hole drilling for a total of 3,725 meters, during the fourth quarter of  2017.  The 

program focused on better defining the mineralization down-dip along the mineralized zone, both for open pit and underground 

mining considerations.  Eleven of these holes were designed as resource extension holes and all had positive results. 

Development Update 

Santa Luz Mine 

On December 7, 2017, the Company released a preliminary economic assessment on the C1 underground mineral resource.  The 

C1 underground operation, is expected to add approximately 511,000 ounces of recovered gold to the total life of mine production 

and extend the mine life by three years. This represents 50% more production compared to the open pit only mine plan, which is 

based on Mineral Reserves. Start-up of the underground stoping production is proposed for 2021. 

During the fourth quarter, relining of the tailings pond and detailed construction engineering continued along with the village 

relocation construction. A total of $5.7 million was spent in the fourth quarter for the purchase of key items and $11.4 million 

has been spent on the project for the year ended December 31, 2017. 

RDM Mine 

The water storage facility at the RDM Mine was completed on time and on budget in early 2017. With the start of the rainy season 

in November 2017, the reservoir is now building large water reserve volumes. Given the current stored volume and the rain 

forecast over the remainder of the rainy season, the Company expects storage of more than enough water for a full production 

year in 2018 and beyond. 

The installation of the main powerline and substations, which will connect RDM Mine to the power grid and replace the diesel 

power generators, remains on track for commissioning in the second quarter of 2018. Following the completion of the power line 

and additional minor modifications to the crushing circuit, the plant throughput is expected to increase from its current run rate 

of 7,000 tonnes per day to 9,000 tonnes per day. Cash costs are expected to substantially decrease as a result of significantly 

lower energy cost and economies of scale. 

Liquidity, Capital Resources, and Contractual Commitments 

Liquidity 

The Company continues to focus on containing costs to maximize available cash to fund planned growth, development activities, 

expenditures and commitments. Management is of the view that planned growth, development activities, expenditures and 

commitments will be largely funded by future operating cash flows, the Company’s revolving three-year $75 million senior debt 

credit facility (the "Credit Facility"), its $22 million credit facilities with Brazilian banks, and other potential funding alternatives. 

Cash as at December 31, 2017 was $19.3 million compared to $7.0 million as at December 31, 2016. The Company had working 

capital surplus of $9.7 million as at December 31, 2017 compared to a working capital deficit of $14.8 million at December 31, 

2016. The Company’s working capital changed from a deficit to a surplus as a result of entering into the Credit Facility to provide 

for short-term liquidity, in addition to assisting in funding the Company’s capital expenditure program. The Company made 

drawdowns of $75 million during the year ended December 31, 2017, which helped increase cash, reduce trade payables and 

inventory. During 2017, the Company secured $22 million in credit facilities with three major Brazilian banks. The Company 

has made draw downs and repayments in 2017, and has approximately $8.3 million available as at December 31, 2017. The 

Company plans to utilize these credit facilities for working capital purposes at its operations.  

Should various unexpected factors or events arise that reduce the ability of the Company to generate sufficient cash flow from 

operations in the short term to finance ongoing operations and necessary sustaining capital expenditures, management is confident 

that the overall quality of the Company’s operations and the quantity of the Company’s Mineral Reserves and Mineral Resources 

will enable the Company to raise funds through debt financings, additional equity, quasi-equity, or other opportunities. In addition, 

the Company has the flexibility to reduce planned capital spending. The forecasted capital expenditure of approximately $60 

million for the Santa Luz Mine is the Company’s largest planned use of capital. 

Current contractual commitments required to be paid within the next year are $115.0 million. See “Contractual Commitments”. 
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Cash Flows 

The Company’s three operating mines provide a diverse source of cash flow, sufficient to maintain the Company’s liquidity. Cash 

flow from operating activities after changes in working capital for 2017 was an inflow of $11.7 million, compared to an inflow 

of $70.1 million in the same period of 2016 due to lower gold ounces sold and higher working capital. Receivables from related 

parties and sale of tax credits increased from the prior year's comparative quarter and are expected to be collected in 2018. In 

addition, working capital increased due a build up of ore stockpile at the RDM Mine that is expected to be processed in 2018. 

Cash flow from financing activities during the year ended December 31, 2017 were $82.1 million, primarily related to net 

drawdowns of $75 million on the Credit Facility and $13.7 million on the credit facility with three large Brazilian banks, net of 

financing related costs. The Company has no available credit remaining on its Credit Facility.  

Cash flow used in investing activities were outflows of $80.4 million for the year ended December 31, 2017, compared to cash 

outflows of $119.3 million for the comparative period in 2016 which includes the acquisition of the RDM Mine for $51.3 million. 

The expenditures were incurred as follows: 

 For the three months ended December 31, 

 2017 2016 

(In thousands of U.S. dollars) 

 
Sustaining Expansionary Exploration Total Total 

Pilar Mine $ 2,759  $ 1,574  $ 379  $ 4,712  $ 7,679  

Fazenda Brasileiro Mine 2,374  510  619  3,503  6,524  

RDM Mine 3,226  6,931  247  10,404  12,661  

Santa Luz Mine —  4,857  66  4,923  286  

Other Brio Entities 510  483  —  993  481  

Total $ 8,869  $ 14,355  $ 1,311  $ 24,535  $ 27,631  

 

 For the twelve months ended December 31, 

 2017 2016 

(In thousands of U.S. dollars) 

 
Sustaining Expansionary Exploration Total Total 

Pilar Mine $ 14,747  $ 7,633  $ 3,518  $ 25,898  $ 26,398  

Fazenda Brasileiro Mine 9,685  3,942  1,861  15,488  21,114  

RDM Mine 6,837  17,788  396  25,021  17,245  

Santa Luz Mine —  10,386  1,050  11,436  2,743  

Other Brio Entities 2,156  450  —  2,606  481  

Total $ 33,425  $ 40,199  $ 6,825  $ 80,449  $ 67,981  

Capital Resources 

In 2017, the Company secured $22 million in credit facilities with three large Brazilian banks, with approximately $8.3 million 

available as at December 31, 2017, which Brio Gold plans to utilize for working capital purposes. The Company's $75 million 

Credit Facility has been fully drawn. The Credit Facility contains certain non-financial, negative, and reporting covenants, in 

addition to financial covenants requiring that the Company maintain minimum levels of tangible net worth, liquidity and interest 

coverage, and a maximum level of total debt to EBITDA. 

The Company continues to focus on containing costs to maximize available cash to fund current operations, planned growth, 

development activities, expenditures, and commitments. Management is of the view that in order to finance the Santa Luz Mine 

and the construction of the power line and sub stations at the RDM Mine, an additional source of financing will be required. 

Contractual Commitments 

Day-to-day mining, sustaining and expansionary capital expenditures, as well as administrative operations, give rise to contracts 

requiring agreed upon future minimum payments. These commitments are largely related to power supply contracts, contract 

mining contractors, and maintenance and service contractors retained to assist in the Company’s mining and processing 

operations. The Company's debt repayment obligations are due in 2019. However, the Company will, from time to time, repay 

balances outstanding on its revolving Credit Facility and intends to renew such facility prior to its maturity in 2019. The 

Company’s management is of the view that such commitments will be met from future operating cash flows. 
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As at December 31, 2017 

(In millions of U.S. dollars) 

Within 1 

year 

Years 2 and 

3 

Years 4 and 

5 

After 5 

years Total 

Mine operating/construction and service contracts and other $ 100.1  $ 115.0  $ 45.6  $ —  $ 260.7  

Short-term debt 13.7  —  —  —  13.7  

Long-term debt —  75.0  —  —  75.0  

Decommissioning, restoration and similar liabilities (undiscounted) 1.2  3.8  7.3  50.7  63.0  

Total $ 115.0  $ 193.8  $ 52.9  $ 50.7  $ 412.4  

 

Off-Balance Sheet Arrangements 

As of December 31, 2017, the Company does not have any material off-balance sheet arrangements. 

Contingencies 

Due to the size, complexity, and nature of the Company’s operations, various legal and tax matters arise in the ordinary course 

of business. The Company accrues for such items when a liability is both probable and the amount can be reasonably estimated. 

The Company’s management is of the opinion that these matters will not have a material effect on the Company’s financial 

statements. 

 

Critical Accounting Policies 

The Company's Consolidated Annual Financial Statements are prepared in accordance with International Financial Reporting 

Standards as issued by the International Accounting Standards Board. The significant accounting policies applied and recent 

accounting pronouncements are described in Note 3 and Note 5 to the Company's Consolidated Annual Financial Statements for 

the year ended December 31, 2017. 

In preparing the Consolidated Annual Financial Statements in accordance with IFRS, management is required to make estimates 

and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses for the period end.  Critical 

accounting estimates represent estimates that are uncertain and for which changes in those estimates could materially impact the 

Company's Consolidated Annual Financial Statements.  Actual future outcomes may differ from present estimates.  Management 

reviews its estimates and assumptions on an ongoing basis using the most current information available. 

The critical judgments and key sources of estimation uncertainties in the application of accounting policies during year ended 

December 31, 2017 are disclosed in Note 4 to the Company's Annual Consolidated Financial Statements. 

 

Quantitative and Qualitative Disclosures about Market Risk 

Currency Risk 

The Company’s functional currency is the U.S. dollar and its gold sales are denominated in U.S. dollars, whereas a significant 

portion of the Company’s operating costs and capital expenditures and certain of the Company’s monetary assets are denominated 

in foreign currencies, predominately the Brazilian real. Consequently, the Company is exposed to currency fluctuations relative 

to the U.S. dollar. Potential currency fluctuations could have a significant impact on the Company’s business, financial condition 

and results of operations. 

The Company's analysis shows that a 10% strengthening of the Brazilian real would result in a $2.5 million reduction in net 

earnings before tax for the year ended December 31, 2017 and a $4.8 million reduction in the net earnings before tax for the same 

period in 2016.  

Both the Canadian dollar and Brazilian real were stronger against the U.S. dollar on average during the fourth quarter of 2017 

versus the same period of 2016. Brazil saw continued growth and reduced unemployment for the end of 2017 indicating that 

economic recovery is progressing.  Initial data for 2018 points to more economic improvement on the horizon.  Politics continues 

to dominate the country creating uncertainty in the financial markets and forecast outlooks. The U.S. Federal Reserve increased 

the Fed Funds rate in December 2017 by 0.25%, and ended the year with 4.1% unemployment rate.  Forecasts indicate the U.S. 

economy will continue to expand at a moderate pace and maintain inflation rate below the 2% targets, and as a result of this 
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positive outlook, consensus indicates that we can expect to see three additional interest rate hikes in 2018.   North of the border, 

the Canadian economy continued to have solid growth in 2017 with expectations of the same for 2018 although slightly weaker.  

The Bank of Canada increased the Prime Rate in January 2018 and forecast speculation includes additional increases in 2018; 

however, with NAFTA uncertainty in the current environment, there is less consensus on the timing and target for potential 

increase. 

For the three months ended December 31, 2017 2016 Variance 

Average exchange rate    

US$-C$ 1.271  1.335  (5 )% 

US$-R$ 3.247  3.295  (1 )% 

    

For the twelve months ended December 31, 2017 2016 Variance 

Average exchange rate    

US$-C$ 1.299  1.326  (2 )% 

US$-R$ 3.193  3.483  (8 )% 

    

Exchange rate as at December 31, 2017 2016 Variance 

US$-C$ 1.255  1.344  (7 )% 

US$-R$ 3.308  3.259  2 % 

Exchange rates in the table above are based on the Bank of Canada and the Central Bank of Brazil websites. 

 

In the fourth quarter, the company entered into additional hedging arrangements. As at December 31, 2017 the Company has 

hedged R$732 million and R$480 million for 2018 and 2019, respectively. These Brazilian reais are hedged at an average fixed 

exchange rate of US$1 = R$3.51 and average put and call strike prices of US$1 = R$3.32 and US$1 = R$3.85. These hedges are 

expected to reduce risk in respect of the Company’s Brazilian cost structure during 2017 and 2018.  The net realized gains from 

these hedges for the three months and year ended December 31, 2017 is $2.6 million and $14.2 million respectively.  The 

Company will remain exposed to currency fluctuations with respect to its foreign currency requirements that are unhedged. 

Should the U.S. dollar continue to strengthen against the Company’s operating currencies, in particular the Brazilian real, the 

Company will benefit from lower operating costs, to the extent that its foreign exchange requirements are unhedged. Conversely, 

should the U.S. dollar weaken against the Company’s operating currencies, the Company’s operating costs in U.S. dollars will 

increase to the extent that its foreign exchange requirements are unhedged. The financial statement classification and impact of 

the hedging arrangement during the 12 months ended December 31, 2017 are disclosed in Note 9 to the Consolidated Financial 

Statements. 

Commodity Price Risk 

Gold and silver prices are affected by various forces including global supply and demand, interest rates, exchange rates, inflation 

or deflation and the political and economic conditions of major gold and silver-producing countries.  The profitability of the 

Company is directly related to the market price of gold and silver.  A decline in the market prices for these precious metals could 

negatively impact the Company's future operations. Subsequent to year end, the Company has entered into additional gold price 

hedging arrangements in order to manage cash flow during the development phase of the Santa Luz mine. In summary, the 

Company has hedged 75,000 and 12,000 ounces of gold for 2018 and 2019, respectively. The gold future contracts are for 48,000 

ounces and are hedged at an average fixed price of $1,336 per ounce. The zero-cost collar contracts are for 39,000 ounces and 

average put and call strike prices are $1,300 and $1,340 per ounce. 
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For the quarter ended December 31, 2017, gold spot prices averaged $1,275 per ounce, or 4.0% higher, compared to $1,222 per 

ounce for the quarter ended December 31, 2016. Prices ranged between $1,240 and $1,303 per ounce and ended the fourth 

quarter of 2017 at $1,291 per ounce. 

The following table illustrates the sensitivity of the Company’s net earnings to changes in the average realized gold price for the 

periods indicated below: 

 Gold ounces sold 

Realized price per 

gold ounce sold(1) Change 

Effect on net 

earnings 

(US$ thousands)(2) 

Average market 

price quarter-end 

Three months ended December 31, 2017 40,455  $ 1,286  =+/-10% $ 5,124  $ 1,275  

Three months ended December 31, 2016 50,093  $ 1,199  =+/-10% $ 5,946  $ 1,222  

      

Twelve months ended December 31, 2017 176,069  $ 1,250  =+/-10% $ 21,767  $ 1,257  

Twelve months ended December 31, 2016 192,524  $ 1,219  =+/-10% $ 23,234  $ 1,251  

Note: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of revenue from mining operations to realized price per gold ounce 

sold. 

(2) Calculations are based on the realized price per gold ounce sold multiplied by the gold ounces sold, net of the Brazil mining royalty (CFEM). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

17 

Selected 8-Quarter Trailing Information 

 

Brio Gold Consolidated     

(In thousands of U.S. dollars, except per share and per ounce amounts) Q4 2017 Q3 2017 Q2 2017 Q1 2017 

Revenues from operating mines $ 51,413  $ 54,126  $ 52,853  $ 59,499  

Mine operating earnings $ 8,587  $ 5,154  $ 5,982  $ 8,527  

Net (loss)/earnings $ (8,870 ) $ (9,410 ) $ (6,165 ) $ 3,446  

Net (loss)/earnings per share (basic) (0.07 ) (0.08 ) (0.05 ) 0.03  

Net (loss)/earnings per share (diluted) (0.07 ) (0.08 ) (0.05 ) 0.03  

     

Weighted average number of shares outstanding (in thousands)     

Basic 122,585  112,527  112,527  112,527  

Diluted 122,585  112,527  112,527  118,450  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,059  1,133  1,098  1,027  

Cash cost per gold ounce produced (1) 806  876  859  842  

     

Gold ounces produced during the period (oz.) 40,350  42,913  44,223  50,540  

Gold ounces sold during the period (oz.) 40,455  43,228  42,691  49,615  

 

 

Brio Gold Consolidated     

(In thousands of U.S. dollars, except per share and per ounce amounts) 

 
Q4 2016 Q3 2016 Q2 2016 Q1 2016 

Revenues from operating mines $ 59,510  $ 60,559  $ 65,154  $ 47,133  

Impairment charges on mining properties (110,876 ) —  —  —  

Mine operating (loss)/earnings $ (122,379 ) $ 7,550  $ 10,889  $ 13,866  

Reversal of impairment of non-operating mining properties 96,217  —  —  —  

Net (loss)/earnings $ (22,114 ) $ (15,534 ) $ 10,315  $ 10,475  

Net (loss)/earnings per share (basic) (0.20 ) (0.63 ) 0.44  0.45  

Net (loss)/earnings per share (diluted) (0.20 ) (0.63 ) 0.41  0.42  

     

Weighted average number of shares outstanding (in thousands)     

Basic 112,527  24,468  23,500  23,500  

Diluted 112,527  24,468  25,000  25,000  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,421  1,132  1,037  823  

Cash cost per gold ounce produced (1) 832  813  726  588  

     

Gold ounces produced during the period (oz.) 50,477  48,838  52,737  40,372  

Gold ounces sold during the period (oz.) 50,092  46,808  52,351  41,243  

Note: 

(1) A non-GAAP financial measure. See “Management’s Discussion and Analysis - Non-GAAP Financial Measures” for a reconciliation of net loss to Adjusted earnings or loss. 
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Revisions to Previously Disclosed Selected 8-Quarter Trailing Information 

 

In the fourth quarter of 2017, it was detected that there was an error in the calculation of depletion and depreciation, which has 

been corrected in the Consolidated Financial Statements for the year ended December 31, 2017, but has resulted in a restatement 

of quarterly financial results for 2017. Depletion and depreciation expense was previously overstated, and therefore net earnings 

were understated, as shown in the table below. The error was a result of a material weakness identified in one of the Company's 

internal controls over financial reporting as of December 31, 2017. See the "Disclosure Controls and Procedures"  section for 

more information. No restatement is required to other key performance indicators such as cash flow information, cash cost per 

gold ounce produced, and all-in sustaining cost per ounce produced presented elsewhere in this report. 

 

Brio Gold Consolidated    

(In thousands of U.S. dollars, except per share) Q3 2017 Q2 2017 Q1 2017 

Impact on net (loss) earnings    

Net (loss)/earnings before revision $ (10,003 ) $ (7,385 ) $ 2,417  

Revision to depletion, depreciation and amortization $ 1,137  $ 1,776  $ 2,712  

Revision to income tax expense (544 ) (556 ) (1,683 ) 

Revision to net (loss)/earnings $ 593  $ 1,220  $ 1,029  

Revised net (loss)/earnings $ (9,410 ) $ (6,165 ) $ 3,446  

    

Net earnings (loss) per share before revision    

Net (loss)/earnings per share (basic) (0.09 ) (0.07 ) 0.02  

Net (loss)/earnings per share (diluted) (0.09 ) (0.07 ) 0.02  

    

Impact of revision to net (loss)/earnings per share    

Net (loss)/earnings per share (basic) 0.01  0.02  0.01  

Net (loss)/earnings per share (diluted) 0.01  0.02  0.01  

    

Revised net (loss)/earnings per share    

Net (loss)/earnings per share (basic) (0.08 ) (0.05 ) 0.03  

Net (loss)/earnings per share (diluted) (0.08 ) (0.05 ) 0.03  

    

Cost of sales including depletion, depreciation and amortization per gold ounce sold    

Before revision 1,160  1,139  1,082  

After revision 1,133  1,098  1,027  

    

Weighted average number of shares outstanding (in thousands)    

Basic 112,527  112,527  112,527  

Diluted 112,527  112,527  118,450  
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Non-GAAP Financial Measures 

The Company has included certain non-GAAP financial measures including cash costs per ounce of gold produced, all-in 

sustaining costs per ounce of gold produced, adjusted earnings (loss), adjusted EBITDA, and realized price per gold ounce sold,  

to supplement its consolidated financial statements, which are presented in accordance with IFRS. 

The Company believes that these measures, together with measures determined in accordance with IFRS, provide investors with 

an improved ability to evaluate the underlying performance of the Company. Non-GAAP financial measures do not have any 

standardized meaning prescribed under IFRS, and therefore they may not be comparable to similar measures employed by other 

companies. The data is intended to provide additional information and should not be considered in isolation or as a substitute for 

measures of performance prepared in accordance with IFRS. 

Cash Costs 

The Company uses the non-GAAP financial measure “cash costs” on a per ounce of gold produced basis because it believes this 

measure provides investors and analysts with useful information about the Company’s underlying cash costs of operations and is 

a relevant metric used to understand the Company’s operating profitability, and ability to generate cash flow. Cash costs figures 

are calculated based on the standard developed by The Gold Institute, which was a worldwide association of suppliers of gold 

and gold products and included leading North American gold producers. The Gold Institute ceased operations in 2002, but the 

standard remains the generally accepted standard of reporting cash costs of production in North America. Adoption of the standard 

is voluntary and the cost measures presented herein may not be comparable to other similarly titled measures of other companies. 

Cash costs include mine site operating costs such as mining, processing, administration, production taxes and royalties, which 

are not based on sales or taxable income calculations, but are exclusive of amortization, reclamation, capital, development, and 

exploration costs. Cash costs per ounce of gold produced are calculated on a weighted average basis. 

The term “cash costs” has no standard meaning and therefore, the Company’s definitions are unlikely to be comparable to similar 

measures presented by other companies and should not be considered in isolation or as a substitute for measures prepared in 

accordance with IFRS and is not necessarily indicative of operating costs, operating profit or cash flows presented under IFRS. 

All-in Sustaining Costs 

The Company uses the non-GAAP financial measure “all-in sustaining costs”, also referred to as “AISC”, on a per ounce of gold 

produced basis because it believes this measure provides investors with useful information about the Company’s underlying cash 

costs of operations, after deducting certain non-discretionary items such as sustaining capital expenditures, exploration expenses 

and certain general and administrative costs and is a relevant metric used to understand the Company’s ability to generate cash 

flow. All-in sustaining costs are based on cash costs, including cost components of mine sustaining capital expenditures and 

exploration and evaluation expense. All-in sustaining costs for a mine do not include capital expenditures attributable to projects 

or mine expansions, exploration and evaluation costs attributable to growth projects, corporate general and administrative 

expenses, stock-based compensation, income tax payments, financing costs and dividend payments. Consequently, this measure 

is not representative of all of the Company’s cash expenditures. In addition, the calculation of all-in sustaining costs does not 

include depletion, depreciation and amortization expense as it does not reflect the impact of expenditures incurred in prior periods. 

The term “all-in sustaining costs” has no standard meaning and therefore, the Company’s definitions are unlikely to be 

comparable to similar measures presented by other companies and should not be considered in isolation or as a substitute for 

measures prepared in accordance with IFRS and is not necessarily indicative of operating costs, operating profit or cash flows 

presented under IFRS. 
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Reconciliation of cost of sales including depletion, depreciation and amortization to cash costs and all-in sustaining costs, 

consolidated and per mine 

(Based on Consolidated Financial Statements unless otherwise noted) 

 For the three months ended December 31, 2017 

(In thousands of U.S. dollars, except per share and per ounce 

amounts) Consolidated Pilar Mine 

Fazenda 

Brasileiro 

Mine RDM Mine 

Cost of sales including depletion, depreciation and amortization 42,826  20,957  15,981  5,697  

Depletion, depreciation and amortization (8,133 ) (4,769 ) (1,776 ) (1,397 ) 

Adjustments:     

Inventory movement and adjustments(1) (2,171 ) (2,313 ) (987 ) 1,132  

Cash costs(2) 32,522  13,875  13,218  5,432  

General and administrative expenses attributable to all-in sustaining costs 6,393 
 

106 
 

73 
 

251 
 

Stock based compensation (1,381 ) —  —  —  

Sustaining capital expenditures 8,869  2,759  2,374  3,226  

All-in sustaining costs(2) 46,403  16,740  15,665  8,909  

     

Cost of sales including depletion, depreciation and amortization per gold 

ounce sold 1,059 
 

1,393 
 

978 
 

628 
 

Cash cost per gold ounce produced(2) 806  983  821  536  

All-in sustaining costs per ounce produced(2) 1,150  1,186  973  879  

     

Gold ounces produced during the period (oz.) 40,350  14,115  16,100  10,135  

Gold ounces sold during the period (oz.) 40,455  15,041  16,345  9,069  

 

 For the three months ended December 31, 2016 

(In thousands of U.S. dollars, except per share and per ounce amounts) Consolidated Pilar Mine 

Fazenda 

Brasileiro 

Mine RDM Mine 

Cost of sales including depletion, depreciation and amortization 71,169  36,843  20,530  13,660  

Depletion, depreciation and amortization (26,275 ) (17,919 ) (5,870 ) (2,477 ) 

Adjustments:     

Inventory movement and adjustments(1) (2,897 ) 408  (896 ) (2,278 ) 

Cash costs(2) 41,997  19,332  13,764  8,905  

General and administrative expenses attributable to all-in sustaining costs 3,232  90  115  144  

Stock based compensation (1,742 ) —  —  —  

Sustaining capital expenditures 12,341  6,074  4,729  1,039  

All-in sustaining costs(2) 55,828  25,496  18,608  10,088  

     

Cost of sales including depletion, depreciation and amortization per gold 

ounce sold $ 1,421 
 
$ 1,687 

 
$ 1,074 

 
$ 1,494 

 

Cash cost per gold ounce produced(2) $ 832  $ 872  $ 753  $ 888  

All-in sustaining costs per ounce produced(2) $ 1,106  $ 1,150  $ 1,018  $ 1,006  

     

Gold ounces produced during the period (oz.) 50,477  22,170  18,279  10,028  

Gold ounces sold during the period (oz.) 50,092  21,837  19,110  9,146  
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 For the twelve months ended December 31, 2017 

(In thousands of U.S. dollars, except per share and per ounce 

amounts) Consolidated Pilar Mine 

Fazenda 

Brasileiro 

Mine RDM Mine 

Cost of sales including depletion, depreciation and amortization 189,641  89,955  58,069  41,428  

Depletion, depreciation and amortization (37,840 ) (24,979 ) (6,728 ) (5,942 ) 

Adjustments:     

Inventory movement and adjustments(1) (1,192 ) (1,987 ) 1,222  (390 ) 

Cash costs(2) 150,609  62,989  52,563  35,096  

General and administrative expenses attributable to all-in sustaining costs 23,434  927  742  709  

Stock based compensation (7,012 ) —  —  —  

Sustaining capital expenditures 33,425  14,747  9,685  6,837  

All-in sustaining costs(2) 200,456  78,663  62,990  42,642  

     

Cost of sales including depletion, depreciation and amortization per gold 

ounce sold 1,076 
 

1,220 
 

974 
 

971 
 

Cash cost per gold ounce produced(2) 846  852  862  814  

All-in sustaining costs per ounce produced(2) 1,126  1,064  1,033  989  

     

Gold ounces produced during the period (oz.) 178,025  73,931  60,978  43,116  

Gold ounces sold during the period (oz.) 176,069  73,753  59,631  42,685  

 

 For the twelve months ended December 31, 2016 

(In thousands of U.S. dollars, except per share and per ounce amounts) Consolidated Pilar Mine 

Fazenda 

Brasileiro 

Mine 

RDM 

Mine 

Cost of sales including depletion, depreciation and amortization 211,554  102,910  69,754  38,890  

Depletion, depreciation and amortization (66,818 ) (43,573 ) (18,702 ) (4,543 ) 

Adjustments:     

Inventory movement and adjustments(1) (3,248 ) 5,262  (2,211 ) (6,406 ) 

Cash costs(2) 141,488  64,599  48,841  27,941  

General and administrative expenses attributable to all-in sustaining costs 13,262  264  253  65  

Stock based compensation (6,968 ) —  —  —  

Sustaining capital expenditures 39,035  17,932  15,980  3,740  

All-in sustaining costs(2) 186,817  82,795  65,074  31,746  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,099  689  694  1,045  

Cash cost per gold ounce produced(2) 746  742  689  881  

All-in sustaining costs per ounce produced(2) 985  951  918  1,001  

     

Gold ounces produced during the period (oz.) 189,662  87,061  70,887  31,714  

Gold ounces sold during the period (oz.) 192,524  86,126  73,517  32,881  

 
Notes: 

(1) Inventory movement and adjustment represent the difference between the costs of production (which are based on ounces produced) and the cost of sales (which is based on ounces sold).  The timing 

difference between the units sold and the costs of those units requires an adjustment to reflect the nature of the underlying metric.   

(2) A non-GAAP financial measure.  
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Quarterly trailing cost of sales including depletion, depreciation and amortization to cash costs consolidated and per mine 

(Based on Consolidated Interim Financial Statements unless otherwise noted) 

Brio Gold Consolidated     

(In thousands of U.S. dollars, except per share and per ounce amounts) Q4-17 Q3-17 Q2-17  Q1-17 

Cost of sales including depletion, depreciation and amortization 42,826  48,972  46,871  50,972  

Depletion, depreciation and amortization (8,133 ) (9,287 ) (9,766 ) (10,654 ) 

Adjustments:     

Inventory movement and adjustments(1) (2,171 ) (2,093 ) 883  2,237  

Cash costs(2) 32,522  37,592  37,988  42,555  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,059  1,133  1,098  1,027  

Cash cost per gold ounce produced(2) 806  876  859  842  

     

Gold ounces produced during the period (oz.) 40,350  42,913  44,223  50,540  

Gold ounces sold during the period (oz.) 40,455  43,228  42,691  49,615  

 

Brio Gold Consolidated     

(In thousands of U.S. dollars, except per share and per ounce amounts) 

 
 Q4-16  Q3-16  Q2-16  Q1-16 

Cost of sales including depletion, depreciation and amortization 71,169  53,009  54,265  33,111  

Depletion, depreciation and amortization (26,275 ) (13,936 ) (15,752 ) (10,855 ) 

Adjustments:     

Inventory movement and adjustments(1) (2,897 ) (1,614 ) (226 ) 1,483  

Cash costs(2) 41,997  37,459  38,287  23,739  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,421  1,085  1,037  803  

Cash cost per gold ounce produced(2) 832  813  726  588  

     

Gold ounces produced during the period (oz.) 50,477  46,075  52,737  40,372  

Gold ounces sold during the period (oz.) 50,092  48,837  52,351  41,243  

 

Pilar Mine     

(In thousands of U.S. dollars, except per share and per ounce amounts) Q4-17 Q3-17 Q2-17  Q1-17 

Cost of sales including depletion, depreciation and amortization 20,957  22,915  23,276  22,804  

Depletion, depreciation and amortization (4,769 ) (6,435 ) (6,854 ) (6,921 ) 

Adjustments:     

Inventory movement and adjustments(1) (2,313 ) (387 ) 436  258  

Cash costs(2) 13,875  16,093  16,858  16,141  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,393  1,242  1,176  1,114  

Cash cost per gold ounce produced(2) 983  845  831  788  

     

Gold ounces produced during the period (oz.) 14,115  19,045  20,287  20,484  

Gold ounces sold during the period (oz.) 15,041  18,444  19,793  20,465  
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Pilar Mine     

(In thousands of U.S. dollars, except per share and per ounce amounts)  Q4-16  Q3-16  Q2-16  Q1-16 

Cost of sales including depletion, depreciation and amortization 36,843  23,787  22,554  19,726  

Depletion, depreciation and amortization (17,919 ) (9,295 ) (8,782 ) (7,577 ) 

Adjustments:     

Inventory movement and adjustments(1) 408  1,515  1,713  1,856  

Cash costs(2) 19,332  16,007  15,485  14,005  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,687  1,152  1,023  914  

Cash cost per gold ounce produced(2) 872  791  679  641  

     

Gold ounces produced during the period (oz.) 22,170  20,237  22,806  21,848  

Gold ounces sold during the period (oz.) 21,837  20,656  22,047  21,586  

 

Fazenda Brasileiro Mine     

(In thousands of U.S. dollars, except per share and per ounce amounts) Q4-17 Q3-17 Q2-17  Q1-17 

Cost of sales including depletion, depreciation and amortization 15,981  17,596  12,990  11,502  

Depletion, depreciation and amortization (1,776 ) (1,756 ) (1,555 ) (1,641 ) 

Adjustments:     

Inventory movement and adjustments(1) (987 ) (832 ) 1,135  1,932  

Cash costs(2) 13,218  15,008  12,570  11,793  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 978  1,056  1,017  831  

Cash cost per gold ounce produced(2) 821  943  892  793  

     

Gold ounces produced during the period (oz.) 16,100  15,915  14,092  14,872  

Gold ounces sold during the period (oz.) 16,345  16,658  12,776  13,849  

 

Fazenda Brasileiro Mine     

(In thousands of U.S. dollars, except per share and per ounce amounts)  Q4-16  Q3-16  Q2-16  Q1-16 

Cost of sales including depletion, depreciation and amortization 20,530  17,072  17,784  14,368  

Depletion, depreciation and amortization (5,870 ) (3,792 ) (5,484 ) (3,556 ) 

Adjustments:     

Inventory movement and adjustments(1) (896 ) (355 ) (50 ) (883 ) 

Cash costs(2) 13,764  12,925  12,250  9,929  

     

Cost of sales including depletion, depreciation and amortization per gold ounce sold 1,074  998  1,008  731  

Cash cost per gold ounce produced(2) 753  751  726  536  

     

Gold ounces produced during the period (oz.) 18,279  17,211  16,873  18,524  

Gold ounces sold during the period (oz.) 19,110  17,100  17,650  19,657  
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RDM Mine        

(In thousands of U.S. dollars, except per share and per ounce 

amounts) Q4 -17 Q3-17 Q2-17  Q1-17  Q4-16  Q3-16  Q2-16 

Cost of sales including depletion, depreciation and amortization 5,697  8,461  10,605  16,666  13,660  12,150  13,080  

Depletion, depreciation and amortization (1,397 ) (1,096 ) (1,357 ) (2,093 ) (2,477 ) (849 ) (1,217 ) 

Adjustments:        

Inventory movement and adjustments(1) 1,132  (883 ) (694 ) 64  (2,278 ) (2,794 ) (1,325 ) 

Cash costs(2) 5,432  6,482  8,554  14,637  8,905  8,507  10,538  

        

Cost of sales including depletion, depreciation and amortization per 

gold ounce sold 628 
 

1,041 
 

1,048 
 

1,089 
 

1,494 
 

1,096 
 

1,034 
 

Cash cost per gold ounce produced(2) 536  815  869  964  888  986  807  

        

Gold ounces produced during the period (oz.) 10,135  7,953  9,844  15,184  10,028  8,628  13,058  

Gold ounces sold during the period (oz.) 9,069  8,126  10,122  15,301  9,146  11,081  12,654  

Notes: 

(1) Inventory movement and adjustment represent the difference between the costs of production (which are based on ounces produced) and the cost of sales (which is based on ounces sold).  The timing 

difference between the units sold and the costs of those units requires an adjustment to reflect the nature of the underlying metric.   

(2) A non-GAAP financial measure.  

(3) RDM was acquired during Q2 2016, therefore Q1 2016 is not applicable. 

Adjusted EBITDA 

The Company uses the non-GAAP financial measure “Adjusted EBITDA” because it believes it provides investors with useful 

information to evaluate its performance and understand its ability to service and/or incur indebtedness. 

The Company defines Adjusted EBITDA as net loss, before (a) income tax (recovery) expense, (b) depletion, depreciation and 

amortization, (c) impairment and reversals of mining properties, (d) interest and finance related expenses, (e) foreign exchange 

loss (gain), (f) share-based compensation, (g) non-cash legal provisions, (h) non-cash provisions on indirect tax credits, (i) non-

cash loss (gain) on hedge contracts, and (j) non-recurring loss (gain) on sale of assets. 

The term “Adjusted EBITDA” has no standard meaning and therefore, the Company’s definition is unlikely to be comparable to 

similar measures presented by other companies and should not be considered in isolation or as a substitute for measures prepared 

in accordance with IFRS and is not necessarily indicative of operating costs, operating profit or cash flows presented under IFRS. 

Reconciliation of Net Loss to Adjusted EBITDA 

(Based on Consolidated Financial Statements unless otherwise noted) 

 
For the three months ended 

December 31,  
For the twelve months 

ended December 31, 

(In thousands of U.S. dollars) 2017 2016  2017 2016 

Net loss (8,870 ) (28,511 )  (21,000 ) (16,859 ) 

Adjustments:      

Income tax expense/(recovery) (944 ) (8,221 )  (3,618 ) (23,279 ) 

Depletion, depreciation and amortization 8,133  26,324   37,840  66,818  

Foreign exchange (gain)/loss (2,864 ) 2,051   (306 ) 9,239  

Impairment of mineral properties —  14,659   —  14,659  

Bank, financing fees, interest expense and other 1,160  601   4,807  2,797  

Loss/(gain) on sale of assets 1,001  (680 )  (3,375 ) 6  

Provision on indirect tax credits 4,353  1,520   4,908  6,972  

Stock based compensation 1,380  1,742   7,012  6,968  

Legal provisions 1,258  157   2,848  1,078  

Unrealized (gain)/loss on hedge contracts (888 ) (1,020 )  1,440  (1,020 ) 

Adjusted EBITDA $ 3,719  $ 8,622   $ 30,556  $ 67,379  
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Adjusted Earnings or Loss 

The Company uses the non-GAAP financial measure “Adjusted earnings or loss” because it believes this measure provides useful 

information to investors to evaluate the Company’s performance by excluding certain cash and non-cash charges. The 

presentation of Adjusted earnings or loss is not meant to be a substitute for net earnings or loss or net earnings or loss per share 

presented in accordance with IFRS, but rather should be evaluated in conjunction with such IFRS measures. Adjusted earnings 

or loss is calculated as net earnings excluding (a) stock based compensation, (b) unrealized foreign exchange (gains) losses related 

to revaluation of deferred income tax asset and liability on non-monetary items, (c) unrealized foreign exchange (gains) losses 

related to other items, (d) impairment losses and reversals, (e) non-cash provisions and any other non-recurring adjustments, (f) 

non-cash loss (gain) on hedge contracts, (g) non-cash legal provisions and (h) non-cash provisions on indirect tax credits. Non-

recurring adjustments from unusual events or circumstances are reviewed from time to time based on materiality and the nature 

of the event or circumstance. Earnings adjustments for the comparative period reflect continuing operations. 

The term “Adjusted earnings or loss” has no standardized meaning prescribed by IFRS and therefore the Company’s definition 

is unlikely to be comparable to similar measures presented by other companies. 

Reconciliation of Net Loss to Adjusted Earnings or Loss 

(Based on Consolidated Financial Statements unless otherwise noted) 

 
For the three months ended 

December 31,  
For the twelve months ended 

December 31, 

(In thousands of U.S. dollars) 2017 2016  2017 2016 

Net loss $ (8,870 ) $ (28,511 )  $ (21,000 ) $ (16,859 ) 

Adjustments:      

Net impairment of mineral properties —  14,659   —  14,659  

Foreign exchange (gain)/loss (2,864 ) 2,051   (306 ) 9,239  

Unrealized (gain)/loss on hedge contracts (888 ) (1,020 )  1,440  (1,020 ) 

Provisions on indirect tax credits 4,353  1,520   4,908  6,972  

Loss/(gain) on sale of assets 1,001  (680 )  (3,375 ) 6  

Reorganization costs 846  2,902   846  6,608  

Business transaction costs —  —   848  3,706  

Stock based compensation 1,380  1,742   7,012  6,968  

Tax effect on unrealized foreign exchange on non-monetary assets 3,422  (3,185 )  (1,427 ) (31,346 ) 

Tax impact of adjustments (1,427 ) (15,905 )  (1,308 ) (20,836 ) 

Other (1,505 ) (2,470 )  2,848  3,978  

Adjusted loss $ (4,552 ) $ (28,897 )  $ (9,514 ) $ (17,925 ) 

Realized Price 

The Company uses the non-GAAP financial measure “realized price” on a per ounce of gold sold basis because it believes this 

measure provides investors and analysts with a more accurate measure with which to compare to market gold prices and to assess 

the Company's gold sales performance. Management believes that this measure provides a more accurate reflection of past 

performance and is a better indicator of expected performance in future periods. Realized price excludes the impact of the mining 

royalty on revenue from mining operations. The term “realized price” has no standard meaning and therefore, the Company’s 

definition is unlikely to be comparable to similar measures presented by other companies and should not be considered in isolation 

or as a substitute for measures prepared in accordance with IFRS and is not necessarily indicative of revenue from mining 

operations, operating profit or cash flows presented under IFRS. 
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Reconciliation of Revenue from Mining Operations to Realized Price per Gold Ounce Sold 

(Based on Consolidated Financial Statements unless otherwise noted) 

 
For the three months ended 

December 31,  
For the twelve months ended 

December 31, 

(In thousands of U.S. dollars, except price per ounce in dollars and 

ounces sold) 2017 2016  2017 2016 

Revenue from mining operations $ 51,413  $ 59,510   $ 217,891  $ 232,356  

Brazilian mining royalty (CFEM) 621  575   2,273  2,305  

Revenue from mining operations excluding CFEM 52,034  60,085   220,164  234,661  

Gold ounces sold during the period (oz.) 40,455  50,093   176,069  192,524  

      

Realized price per gold ounce sold ($/oz.) $ 1,286  $ 1,199   $ 1,250  $ 1,219  

 

Disclosure Controls and Procedures 

Disclosure controls and procedures have been designed to provide reasonable assurance that all relevant information required to 

be disclosed by the Company is accumulated and communicated to senior management as appropriate and recorded, processed, 

summarized and reported to allow timely decisions with respect to required disclosure, including in its annual filings, interim 

filings or other reports filed or submitted by it under securities legislation. The Company’s Chief Executive Officer and Chief 

Financial Officer have concluded, based on their evaluation of the design of the Company’s disclosure controls and procedures, 

that as of December 31, 2017, the Company’s disclosure controls and procedures have been designed to provide reasonable 

assurance that material information relating to the Company is made known to them by others within the Company. 

Internal Controls over Financial Reporting 

The Company’s management, with the participation of its Chief Executive Officer and Chief Financial Officer, is responsible for 

designing internal controls over financial reporting or causing them to be designed under their supervision in order to provide 

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 

purposes in accordance with IFRS. 

The Company’s management, with the participation of its Chief Executive Officer and Chief Financial Officer, has concluded 

that one of the Company's internal controls over financial reporting was not effective as of December 31, 2017 because of a 

material weakness affecting a control over the review of the calculation of depletion, depreciation and amortization. The 

Company's review process failed to detect material errors in the calculation of depletion and depreciation, which led to a 

restatement of quarterly financial results for 2017 presented in the "Selected 8-Quarter Trailing Information"  section of this 

report. 

The material errors were identified and corrected before the completion of the Consolidated Financial Statements for the year 

ended December 31, 2017. Thus, the Company's management, together with the Chief Executive Officer and Chief Financial 

Officer, have concluded that the Consolidated Financial Statements for 2017 accurately present in all material respects its 

financial position, financial performance and cash flow under IFRS for the periods presented. 

The Company’s management, with the participation of its Chief Executive Officer and Chief Financial Officer, is in the process 

of instituting appropriate changes to address this control weakness which includes new review procedures designed at preventing 

similar errors in the future. 

Changes in Internal Controls over Financial Reporting 

There was no change in the Company’s internal controls over financial reporting that occurred during the fourth quarter of 2017 

that has materially affected, or is reasonably likely to materially affect, the Company’s internal controls over financial reporting. 

Limitations of Controls and Procedures 

The Company’s management, including its Chief Executive Officer and Chief Financial Officer, believe that any internal controls 

and procedures for financial reporting, no matter how well conceived and operated, can provide only reasonable, not absolute, 
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assurance that the objectives of the control system are met. Furthermore, the design of a control system must reflect the fact that 

there are resource constraints and the benefits of controls must be considered relative to their costs. Due to the inherent limitations 

of all control systems, they cannot provide absolute assurance that all control issues and instances of fraud, if any, within the 

Company have been prevented and/or detected. These inherent limitations include the realities that judgments in decision‐

making can be faulty and breakdowns can occur because of simple error or mistake. Additionally, controls can be circumvented 

by the individual acts of some persons, by collusion of two or more people, or by unauthorized override control. The design of 

any system of controls is also based in part upon certain assumptions about the likelihood of future events, and there can be no 

assurance that any design will succeed in achieving its stated goals under all potential future conditions. Accordingly, because of 

the inherent limitations in a cost‐effective control system, misstatements due to error or fraud may occur and not be detected. 

 

FURTHER INFORMATION 

Additional information regarding the Company, including its annual information form, can be found on SEDAR at 

www.sedar.com and on the Company's website at www.briogoldinc.com. 


