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INTERPRETATION 

In this Annual Information Form (“AIF”), “we”, “us”, “our”, “Kerr”, the “Corporation”, and the “Company” are 

used to refer to Kerr Mines Inc.  All currency references or to “$” or “C$” are references to Canadian dollars, unless 

otherwise specified. 

All information in this AIF is as at the end of the last financial year ended June 30, 2014, unless otherwise stated. 

 

CAUTION REGARDING FORWARD-LOOKING INFORMATION 

Certain statements in this document may be considered to be “forward-looking statements”. We may make such 

statements as well in other filings with Canadian regulators, in news releases, reports to shareholders, and in other 

communications. Such statements are made as of the date when they are made. Management believes that any 

forward-looking statements are based upon reasonable assumptions, but can give no guarantees or assurances that 

actual results will be consistent with such statements. 

Forward-looking statements may include, among others, comments with respect to mineral resource estimates, the 

Corporation’s objectives or targets, goals and strategies to achieve those objectives, targets and goals, as well as 

statements with respect to Kerr’s beliefs, plans, objectives, expectations, anticipations, estimates, and intentions. The 

words “may”, “could”, “should”, “would”, “suspect”, “outlook”, “believe”, “plan”, “anticipate”, “estimate”, 

“expect”, “intend”, “forecast”, “objective”, “target”, and words and expressions of similar import are intended to 

identify forward-looking statements.   

By their very nature, forward-looking statements involve known and unknown risks, uncertainties, and other factors, 

which may cause actual results, performance or achievements to be materially different from any future results, 

performance or achievements expressed or implied by such forward-looking statements.  Such risks, uncertainties 

and other factors include, but are not limited to, the following: 

 risks and uncertainties relating to the interpretation of drill results, the geology, grade, and 

continuity of mineral deposits and conclusions of economic evaluations; 

 the possibility that future exploration, development or mining results will not be consistent with 

the Corporation’s expectations; 

 risks relating to possible variations in resources, grade, planned mining dilution, and ore loss, or 

recovery rates and changes in project parameters as plans continue to be refined; 

 mining and development risks, including risks related to accidents, equipment breakdowns, labour 

disputes (including work stoppages and strikes) or other unanticipated difficulties with or 

interruptions in exploration and development; 

 the potential for delays in exploration or development activities or the completion of feasibility 

studies; 

 risks related to the inherent uncertainty of production and cost estimates and the potential for 

unexpected costs and expenses; 

 risks related to commodity price and foreign exchange rate fluctuations; 

 risks relating to current global financial conditions; 

 the uncertainty of profitability based upon the cyclical nature of the industry in which the 

Corporation operates; 

 risks related to failure to obtain adequate financing on a timely basis and on acceptable terms; 

 risks related to delays in obtaining governmental approvals or in the completion of development or 

construction activities; 

 risks related to environmental regulation and liability; 

 inherent risks associated with underground mining operations; 
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 risks of disruptions at the third-party plants milling and refining the Corporation’s ore and 

concentrate; 

 risks relating to the acquisition and maintenance of the necessary licenses and permits; 

 risks relating to the availability of and ability to retain skilled labour; 

 risks related to title to properties, property interests, and title claims and rights; 

 loss of key personnel, conflict of interest, and dependence on management; 

 changes in mining legislation adversely affecting operations; and 

 political and regulatory risks associated with mining and exploration. 

 

Readers should not place undue reliance on any forward-looking statements contained herein. Kerr assumes no 

obligation to update any forward-looking statement whether written or oral or to update the reasons why actual 

results could differ from such statements unless required by law. 

Some of these risks, uncertainties, and other factors are described herein under the heading “Risk Factors”. When 

relying on our forward-looking statements to make decisions with respect to the Corporation, investors and others 

should carefully consider the foregoing factors and other uncertainties and potential events.  

METRIC CONVERSION TABLE 

The following table sets forth certain factors for converting metric measurements into imperial equivalents.  To 

convert from metric to imperial units, divide the metric unit by its corresponding value in the middle column.  To 

convert from imperial to metric units, multiply the imperial unit by its corresponding value in the middle column. 

 

METRIC  IMPERIAL UNITS 

Description and Abbreviation   Description and Abbreviation 

   

Length  Length 

Millimetres - mm 25.400 Inches – in 

Metres – m 0.3048 Feet – ft 

Metres – m 0.9144 Yards – yd 

Kilometres – km 1.609 Miles – mile 

Area  Area 

Square centimetres - cm2 6.4516 Square inches - in2 

Square metres - m2 0.0929 Square feet - ft2 

Hectares - ha 0.40469 Acres – acre 

Square kilometres - km2 2.5900 Square miles - sq miles 

Weight  Weight 

Tonne (1,000 kg) - t 0.907185 Short ton (2,000 lbs) – st 

Grade  Grade 

Grams/tonne 34.2857 Oz./t (troy ounces per short ton) 
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CORPORATE STRUCTURE 

Name and Incorporation 

 

The Corporation was incorporated on June 29, 1984, under the Business Corporations Act (Ontario). The 

Corporation continued under the Canada Business Corporations Act on November 9, 1987, and amalgamated with 

Armistice Mines Limited on December 1, 1998, as Armistice Resources Ltd. The amalgamated Corporation 

continues to be governed by the Canada Business Corporations Act. On April 28, 2006, the Corporation 

consolidated its outstanding shares on a basis of four old common shares (each a “Common Share”) for one new 

Common Share and changed its name to Armistice Resources Corp. On January 7, 2014, the Corporation filed 

articles of amendment changing its name to Kerr Mines Inc.  On July 24, 2014, the Corporation consolidated its 

outstanding common shares (“Common Shares”) on a basis of fifteen (15) pre-consolidation Common Shares for 

one (1) post-consolidation Common Share. References herein to “Armistice” or the “Corporation” or “the 

Corporation” shall mean Armistice Resources Corp. and its predecessors Armistice Resources Ltd. and Armistice 

Resources Corp. as the context may require. 

Intercorporate Relationships 

 

The following chart sets out the Corporation`s corporate structure including all principal subsidiaries and their 

respective jurisdictions of incorporation:  

 

 

Towerlands 

Properties Inc.

(Ontario)

Maximus 

Ventures Ltd.

(British 

Columbia)

BEAR LAKE GOLD LTD.

(Ontario)

KERR MINES INC.

(Ontario)

100%

90.5% 100%

Walker Lane 

Gold LLC

(Nevada)

Essex 

Resources 

(Barbados) 

Corporation

AMERICAN BONANZA 

GOLD CORP.

(British Columbia)

100%

100%

Bonanza 

Explorations 

Inc.

(Nevada)

100%100%
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Offices 

The Corporation’s registered and head office is located at 365 Bay Street, Suite 400, Toronto, Ontario  M5H 2V1. 

Reporting Period 

This AIF relates to the annual financial year ended June 30, 2014 of the Corporation. 

Significant Acquisitions 

The Corporation made a significant acquisition during the financial year ended June 30, 2014, that required the 

Corporation to file a Form 51-102F4 – Business Acquisition Report under Part 8 of National Instrument 51-102.  

 

Pursuant to a plan of arrangement (the “Arrangement”), which was completed effective May 22, 2014, the 

Corporation acquired all of the issued and outstanding common shares (the “Bear Lake Shares”) of Bear Lake Gold 

Ltd. (“Bear Lake”).  Following the arrangement, Bear Lake and 2402196 Ontario Inc., a wholly-owned subsidiary 

of the Corporation, amalgamated to form Bear Lake Gold Ltd., a wholly-owned subsidiary of the Corporation. 

Pursuant to the Arrangement, each Bear Lake shareholder received 1.4 Units (each, a “Unit”) of the Corporation (a 

“Kerr Mines Unit”) in exchange for one (1) Bear Lake Share, resulting in the issuance of 12,728,942 Kerr Mines 

Units.  Each Unit consisted of one common share of the Corporation and one-half of one common share purchase 

warrant of the Corporation (a “Warrant”).  Each whole Warrant entitles the holder thereof to purchase one common 

shares of the Corporation at an exercise price of $2.40 per share until May 22, 2016.   

Further information regarding the Arrangement can be accessed under the Corporation’s profile at www.sedar.com. 

GENERAL DEVELOPMENT OF BUSINESS 

Three-Year History 

 

Since incorporation, the Corporation has been a Canadian-based exploration and development company engaged in 

the acquisition and exploration of properties that it believes have the potential to become a commercial gold 

producer.  

 

The Corporation owns the rights to several mineral projects located in North America. Its two major projects are the 

recently acquired Copperstone Property and the Larder Lake Project. 

  

The Copperstone Property, which encompasses approximately 13.8 square miles (35.7 square kilometers) of mineral 

rights, is located in La Paz County, County, Arizona, about 19 miles north of Quartzsite, Arizona. The project is 

situated within the Arizona portion of the Prolific Walker Lane Belt in the Southwestern United States. The project 

is the site of a past open pit mine conducted by Cyprus Mines Corporation. Recent work by American Bonanza Gold 

Corp. (“American Bonanza”), a wholly-owned subsidiary of the Corporation, has developed a small underground 

operation and concentrator. The Copperstone Property is currently on care and maintenance while a re-evaluation of 

the operations and resources are being conducted by the Corporation, with the intention of resuming exploration and 

development at the site. 

 

The Larder Lake Project is located in Northeastern Ontario on the Cadillac-Larder Lake Break that extends 200 km 

east-west, straddling the Ontario and Quebec border, and that has produced 95 million ounces of gold. This project 

consist of several properties: 

 

1. The McGarry Property, which is still deemed to be in exploration and evaluation, is located in Virginiatown. 

The McGarry Property consists of 33 contiguous patented mining claims, including three licences of 

occupation totalling approximately 1,200 acres. The infrastructure includes a 110-foot production-ready 

headframe, a three-compartment shaft to 2,290 feet below surface with two six-foot by six-foot hoisting 

compartments. In addition, there is a fully operational 10-foot double-drum hoist capable of production 

hoisting at 1,000 tons per day to a depth of 4,400 feet. Development and exploration at this site have been 

suspended until market conditions improve. The site is being maintained and shaft dewatered until such time. 
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2. The former producing Kerr-Addison Mine Property covering more than 2,000 acres and more than six 

kilometres of strike length along the Cadillac-Larder Lake Break. The Kerr-Addison Mine Property lies 

adjacent to the McGarry Property. The Kerr-Addison Gold Mine was one of Canada’s largest gold producers, 

producing more than 11 million ounces of gold during a 58-year operating life from 1938 to 1996. Recent 

activity on this property has been limited to compilation of historical data. 

 

3. The Bear Lake Property straddles 13 km strike length of the Cadillac Larder Lake Break and consists of the 

Cheminis, Fernland, and Bear Lake Gold properties (100% owned) and the Swansea Property (75% owned). 

The Bear Lake Property is currently subject to a joint venture agreement with Gold Fields Abitibi Exploration 

Corporation (“Gold Fields”), a 100% subsidiary of Gold Fields Limited.  Goldfields are the operators of the 

joint venture. 

 

4. Barber Lake Property consists 17 mining claims located contiguous to the western boundary of the McGarry 

Property, and were held pursuant an option from Bear Lake Gold Ltd. (“Bear Lake”), a recently acquired 

wholly-owned subsidiary of the Corporation. 

 

Additional mineral exploration properties are held by the Corporation within North America, including the Dufay 

Property in Quebec and the Gold Bar Property in Nevada. 

 

The following is a summary of significant events during the years ended 2012, 2013 and 2014, as well subsequent to 

the 2014 year-end. 

 

 On July 9, 2012, the Corporation announced assay results of a further 46 holes drilled on its Kerr-Addison 

property, bringing the total reported to 68 holes.  

 

 On August 24, 2012, the Corporation entered into a $500,000 loan agreement with Kirkland & District 

Community Development Corporation. No payments on the loan were to be paid in the first six months of the 

loan. Accrued interest will be capitalized on March 31, 2013 at 7% per annum, compounded monthly, which is 

to be repaid in blended monthly payments of principal and interest over an 18-month period beginning on April 

15, 2013. 

 On September 4, 2012, the Corporation reported that it had made its initial shipment of 35 tons of gold 

concentrate from the mill to a smelter for refining and subsequent sale. The material initially sent to the mill 

mainly consisted of pre-production, lower-grade ore that had been earlier brought to the surface at the McGarry 

property. 

 On November 5, 2012, the Corporation reported that it had closed a fully marketed private placement. The 

Corporation issued 16,344,000 units priced at $0.125 per unit and 19,374,000 flow-through shares priced at 

$0.140 per flow-through share for gross proceeds of $4,755,360. Each unit consists of one common share and 

one half of one common share purchase warrant of the Corporation exercisable for a period of 24 months. Each 

whole warrant shall be exercisable into one common share at a price of $0.20 per common share.  

Contemporaneously, certain loans were retired netting $1,545,265. 

 

 On December 18, 2012, Armistice reported the results of an additional 75 feet of completed sill drifting in the 

325N - #2 Zone of the McGarry Mine.  

 

 On December 11, 2012, Armistice reported that it had completed additional key infrastructure aimed at 

improving production efficiency on the 2250 Level of the McGarry Mine.  

 

 On November 28, 2012, Armistice reported that development work in the McGarry Mine had identified higher-

grade stoping areas. The Company noted that its work at the McGarry Mine has had a dual focus, mining new 

ore for future processing and also carrying out an extensive development and exploration diamond-drilling 

program in the mine.  

 

 During the 2013 fourth quarter the Corporation made payments of $1.5 million for milling equipment that it 

intends to use in the future installation of a milling and processing plant on McGarry Property. 



 

 6 

 

 On February 27, 2013, Kerr announced that it had made the third and fourth option payments to purchase 100% 

of the former Kerr-Addison Mine Property.  Kerr reached an agreement with the parties to amend the option 

agreement, pursuant to which the third and fourth payments of $500,000 each were satisfied by the issuance of a 

total of 10,000,000 Common Shares. The remaining fifth option payment of $500,000 in cash will continue to 

be payable on January 1, 2015 or the next business day thereafter. 

 

 On June 14, 2013, Kerr announced that it had signed a custom milling and processing agreement (“Processing 

Agreement”) with a new partner, QMX. Under the agreement, QMX will process material delivered from the 

McGarry Property at QMX’s facilities near Val-d’Or, Quebec. The Processing Agreement calls for QMX to 

provide for all the necessary handling, sampling, crushing, grinding, processing, refining, and tailings disposal. 

 

 During the fiscal 2013 third quarter, Kerr continued to focus on underground development on the McGarry 

Property.  

 

 Between August and October 2013, Kerr completed the second sale of gold derived from the McGarry Mine’s 

ore processed at the QMX facilities.  

 

 On October 2, 2013, the Corporation announced the resignation of Todd Morgan as President and Chief 

Executive Officer and the appointment of Gregory Gibson in his stead.  Mr. Gibson was also appointed to the 

board of directors. 

 

 On January 2, 2014, the Corporation announced the completion of the second tranche of a debt settlement with 

an arm’s length creditor, and certain other parties, pursuant to which an aggregate of 30,000,000 units were 

issued to settle an aggregate of $1,500,000 of debt at a price of $0.05 per unit.  Each unit was comprised of one 

Common Share and one Common Share purchase warrant, each warrant exercisable at a price of $0.08 for a 

period of three years from the date of issuance.  The Corporation completed the first tranche of the debt 

settlement on December 4, 2013 pursuant to which an aggregate of 50,000,000 Common Shares were issued in 

settlement of $2,500,000 of indebtedness at a price of $0.05 per Common Share.  

 

 On January 9, 2014, the Corporation announced its change of name “Kerr Mines Inc.”.  In addition, Kerr 

reported the appointment of new members of management and election of directors. 

 

 On January 23, 2014, the Corporation completed the final tranche of a private placement pursuant to which the 

Corporation issued an aggregate of 35,000,000 units at a price of $0.05 per unit for gross proceeds of 

$1,750,000.  Each unit was comprised of one Common Share and one Common Share purchase warrant, each 

warrants exercisable at a price of $0.08 for a period of 3 years from the date of issuance.  The Corporation 

completed the first tranche of the private placement on December 30, 2013 pursuant to which an aggregate of 

78,000,000 units were issued for gross proceeds of $3,900,000. 

 

 On March 3, 2014, the Corporation announced the acquisition of a 100% interest in 42 unpatented mining 

claims (the “Dufay Property”) located in Dufay Township, Province of Quebec pursuant to the terms of a 

mining claim acquisition agreement dated February 11, 2014. In exchange for the 42 claims from Mundiregina 

Resources Canada (36 claims) and Jean Robert (6 claims), the Corporation paid $25,000 and issued a total of 

5,250,000 Common Shares. The acquisition of the Dufay Property adds approximately 11km of strike length to 

the Corporation’s land package along the Cadillac-Larder Lake Break. 

 

 On March 27, 2014, the Corporation announced the commencement of a 6,000-metre underground exploration 

drill program on the McGarry Property.  The Corporation recently conducted an advanced underground 

exploration program on the McGarry Property which consisted of infill drilling and test mining.  Exploration 

targets for the drill program included former gold showings such as the Kerr Mill zone located to the south of 

the McGarry mine workings.  This drill program used the 2,250 foot level of the McGarry Mine as a drilling 

platform to test these targets at depth. 

 

 On May 2, 2014, American Bonanza and Kerr entered into debt conversion agreements with various creditors of 

American Bonanza, pursuant to which the parties agreed to settle an aggregate of approximately $22.1 million 

of outstanding indebtedness through the issuance of 886,790,228 common shares of American Bonanza. 
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 On May 8, 2014, the Corporation completed the final tranche of a private placement, pursuant to which the 

Corporation issued an aggregate of 20,000,000 Common Shares at a price of $0.05 per Common Shares for 

gross proceeds of $1,000,000.  The Corporation completed the first tranche of the private placement on March 

25, 2014 pursuant to which an aggregate of 42,060,000 Common Shares were issued for gross proceeds of 

$2,103,000. 

 

 On May 23, 2014, Kerr and Bear Lake Gold Ltd. (“Bear Lake”) announced the acquisition of all of the issued 

and outstanding common shares of Bear Lake by Kerr pursuant to a plan of arrangement under the Business 

Corporations Act (Ontario). The Arrangement was approved by Kerr shareholders by written consent, by Bear 

Lake shareholders at their shareholder meeting held on May 6, 2014 and the Ontario Superior Court of Justice 

on May 14, 2014. 

 

 On June 27, 2014, Kerr announced the acquisition all of the issued and outstanding common shares of 

American Bonanza Gold Corp. (“American Bonanza”) by way of plan of arrangement under the Business 

Corporations Act (British Columbia). The arrangement was approved by Kerr shareholders by written consent, 

by American Bonanza shareholders at its annual general and special meeting of shareholder meeting held on 

June 20, 2014, and by the Supreme Court of British Columbia on June 25, 2014. 

 

Operations on the Copperstone Property were suspended on October 11, 2013, prior to the acquisition of 

American Bonanza by the Corporation, and the mine was placed on care and maintenance. The decision was 

made in order to cut costs.  Kerr is reviewing operations with a focus on improving operational efficiencies. The 

Corporation is also seeking additional capital to fund performance improvements in order to meet the designed 

capacity of the Copperstone Property. The declining gold prices also factored in the Corporation's decision to 

suspend mining and milling operations at the time. 

 

 On July 21, 2014, San Gold and Kerr announced that they entered into a non-binding letter of intent pursuant to 

which San Gold and Kerr agreed to merge their respective businesses pursuant to a plan of arrangement. 

 

 On July 25, 2014, the Corporation announced that it filed articles of amendment giving effect to the 

consolidation (the “Consolidation”) of its issued and outstanding Common Shares on a one (1) for fifteen (15) 

basis. The Consolidation was approved by shareholders at the annual and special meeting held on December 19, 

2013. Upon final confirmation by the Toronto Stock Exchange (the “TSX”), the post-Consolidation Common 

Shares and the post-Consolidation listed warrants of the Corporation (the “Listed Warrants”) began trading on 

the TSX on July 30, 2014 and August 1, 2014, respectively. 

 

The Consolidation reduced the number of outstanding Common Shares from 1,323,580,852 to 88,238,723. 

Proportionate adjustments were made to the Corporation’s outstanding warrants, including the Listed Warrants 

and stock options.  No fractional Common Shares were issued pursuant to the Consolidation and any fractional 

Common Shares have been rounded down to the nearest whole number. 

 

 On July 31, 2014, the Corporation closed an offering pursuant to the terms of a share purchase agreement dated 

July 28, 2014, between the Corporation, Pinetree Resource Partnership (the “Partnership”) and Pinetree 

Capital Inc. (“Pinetree”), Kerr issued 6,666,667 Common Shares to the Partnership at a deemed price of $0.45 

per Common Shares in exchange for 6,666,667 common shares of Pinetree at a deemed price of $0.45 per share. 

Kerr paid finder’s fees consisting of a cash commission equal to 5% of the gross proceeds of the offering paid 

through the issuance of 333,333 Common Shares and issued broker warrants to acquire up to 333,333 Common 

Shares at a price of $0.60 per Common Share until July 31, 2016. 

 

 On August 19, 2014, the Corporation and San Gold Corporation (“San Gold”) announced that they had entered 

into a definitive agreement (the “Arrangement Agreement”) pursuant to which the companies would merge 

their respective business pursuant to a plan of arrangement.  Under the terms of the Arrangement Agreement, 

each shareholder of Kerr will be entitled to an exchange ratio of three (3) common shares of San Gold for every 

one (1) Common Share held by such shareholder of Kerr. 
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Employees 

As of the date hereof, the Corporation has approximately 15 employees.   

Foreign Operations 

The Corporation has operations in the Province of Ontario, Canada as well as in the State of Arizona, United States 

of America. 

MINERAL PROPERTY – MCGARRY PROPERTY  

 

The following description has been summarized from a technical report compliant with National Instrument 43-101 

entitled “Preliminary Economic Assessment and Mineral Resource Estimate, McGarry Project, McGarry Township 

(Virginiatown), Ontario” dated April 8, 2009 and revised September 30, 2011 (the “McGarry Report”), and is 

based on and subject to all the assumptions, qualifications and procedures contained therein, and which are not fully 

described herein.  Readers should consult the McGarry Report to obtain further particulars regarding the McGarry 

Project.  The full text of the McGarry Report is available on SEDAR under the Corporation’s profile, which can be 

assessed at www.sedar.com. 

Property Description and Location  

The McGarry Property consists of 33 contiguous, patented mining claims and mining licences of occupation 

totalling 1,134.6 acres with surface rights on a majority of the claims totalling 975.56 acres. The mining rights and 

surface rights are all in good standing and are maintained by the payment of annual taxes since no work 

requirements exist. The McGarry property is owned 75% by the Corporation and 25% by Jubilee Gold Inc. All 

proceeds of production from the Property are to the Corporation, subject to a royalty interest held by Jubilee Gold 

Inc. which provides for a Net Smelter royalty payable to Jubilee starting at 2% and increasing to 4% when the price 

of gold exceeds $US 800 per ounce or an advance royalty of $C 21,573 payable quarterly (subject to cost of living 

adjustments). The current status of royalty payments to Jubilee is in compliance with the agreement.  

Accessibility, Climate, Local Resources, Infrastructure and Physiography  

The McGarry Property is located in the heart of an established mining district that is well served by local labour 

skilled at narrow vein gold mining techniques and by equipment and service suppliers specializing in underground 

mining. The Property is traversed by a part of the Trans-Canada Highway system and by a Hydro One three-phase 

electric transmission line, both within a few hundred feet of the headframe.  

The McGarry Property has established mining infrastructure installed or upgraded since the mid 1980’s and all 

owned by the Corporation. This infrastructure includes a 110 ft production-ready headframe, a 3 compartment shaft 

to 2290 feet below surface with two 6 ft by 6 ft hoisting compartments equipped with a service cage and a 5 ton skip 

respectively. In addition, there is a fully operational 10 ft double drum hoist capable of production hoisting at 1000 

tons per day to a depth of 4400 ft. There is a mine air heater installed over a ventilation raise capable of heating all 

the fresh air required for production mode. Other infrastructure includes fresh water supply, compressed air, high 

speed communications, pumping systems, electrical substation, surface change-house and workshop, surface 

equipment fleet and 3 scooptrams, a full complement of underground fans, drills, pumps and electrical substations. 

The shaft has stations cut at 200 ft level intervals and established levels at 550, 650, 1250, 1650, 2050 and 2250 feet 

below surface. The most extensive level is 2250 which extends 2700 ft west of the shaft and 400 ft east.  

Geological Setting, Mineralization, Drilling, and Sampling 

The McGarry Property has been actively explored since at least the 1930’s with major underground campaigns in 

the mid 1940’s, 1980’s, 1990’s and in 2007-2009. Exploration work consists of underground diamond drilling in 

421 holes totalling over 304,000 ft; by drifting on 6 levels; and bulk sampling from 5 different locations. The 

deepest drill holes test to 5600 feet below surface.  

Geologically, the Property sits astride the Larder Lake “Break” which is a major feature extending from Val d’Or in 

Quebec to Kirkland Lake in Ontario. Numerous past and present gold mines exist in geological environments 

associated with this “Break” including the Kerr Addison Gold Mine immediately to the east of the McGarry 
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Property. The Kerr Addison Mine produced over 11 million ounces of gold from 1938 to its closure in 1996. The 

geological setting includes a band of nearly vertically dipping and highly altered volcanics probably mixed with 

some sediments. The intense alteration has resulted in carbonate-rich units with various amounts of quartz and 

pyrite. Two types of gold-bearing environments within the alteration zone were mined at Kerr Addison: “green 

carbonate” and “flow ore” in a ratio of about 40:60 and at grades of 0.23 and 0.33 oz/t gold, respectively. Of note 

economically, pyritic “flow ore” was the most important type at Kerr Addison. Both types of gold mineralization are 

recognized at McGarry.  

The most extensive drilling data is from the 2250 Level where fans of a nominal 7 holes each have been drilled over 

a strike extent of about 3000 feet at 100 ft intervals. Part of the 2007-2008 programme resulted in the completion of 

drill testing of a 600 ft gap in this pattern. During this campaign, holes were also drilled to continue the depth 

confirmation of gold mineralization to the 4000 ft elevation and to test an exploration gap between the 2250 and 

1250 Levels west of the shaft.  

In order to understand the nature and continuity of the gold-bearing zones, detailed sampling programmes were 

undertaken on the 2250 Level in 2007-2008. This work included cross cut drifting and panel sampling at 3 sections 

along the strike; bulk sampling of 34 drift rounds; bulk sampling of 2 test stopes; and in-fill drilling on a 50 ft 

spacing at one location.  

An evaluation of the results of the recent detailed sampling programmes, considered together with previous bulk 

sampling programmes, leads to the conclusion that drill testing on 50 to 25 ft centres will be required to sufficiently 

define gold-bearing zones for production planning. It is also concluded that a stoping method will require guidance 

from in-stope face sampling and geological mapping on a daily basis in order for mining to follow local changes in 

strike, dip and plunge. Further, any mining method applied at McGarry will have to be of the narrow-vein type, for 

example, shrinkage stoping. Structures related to shearing and faulting sub-parallel to the identified gold zones are 

not fully understood yet. It has been concluded that these structures may cause off-sets at a stope scale and will 

require special attention to reduce hanging wall and footwall dilution. In general, ground conditions in the 

underground workings are very good except within well-defined graphitic shear zones. 

Mineral Resources 

A mineral resource for the Property to NI 43-101 standards was estimated in 2004 and reported by an independent 

qualified person as an Indicated Mineral Resource of 433,981 tons at a grade of 0.25 oz/t gold using a cut off grade 

of 0.10 oz/t gold above a depth of 2600 feet. This mineral resource has been updated to include all the assay and 

geological data available as at 16 September 2011. The updated mineral resource is presented in the table below. 

The existing shaft provides full access to the 2250 Level and a ramp could easily extend this access to the 2300 

elevation, therefore the Indicated and Inferred Resources above and below the 2300 elevation are tabulated 

separately. 
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Mineral Resource Estimate for the McGarry Project 

 Undiluted Mineral Resource Estimate – 16 September 2011 

Mineral Resource Category 
Tons 

(short 
tons) 

Cut to 1.50 oz/t Uncut 

Grade 
(oz/t gold) 

Gold 
(oz) 

Grade 
(oz/t gold) 

Gold 
(oz) 

     Indicated      

Above 2300 elevation (all zones) 374,000 0.22 82,000 0.25 93,000 

Below 2300 elevation (all zones) 118,000 0.25 30,000 0.26 30,000 

Total Indicated (all zones) 492,000 0.23 112,000 0.25 123,000 

      

Inferred      

 Above 2300 elevation (all zones) 59,000 0.17 10,000 0.19 11,000 

 Below 2300 elevation (all zones) 113,000 0.16 19,000 0.16 19,000 

 Total Inferred (all zones) 172,000 0.17 29,000 0.17 30,000 
 

 Mineral resources estimated according to CIM definition standards (2005). 

 A 0.10 oz/t gold cut-off grade was used with high-grade values uncapped and capped at 1.5 oz/t gold. 

 A fixed specific gravity of 2.79 was used. 

 Undiluted resources, all drill hole intercepts are calculated using a minimum horizontal width of 5 ft, 

using the grade of adjacent material, if assayed, or zero if not assayed. 

 Gold grades determined using the polygonal method with polygons determined from interpretation on 

vertical cross sections and elevation plans. Maximum distance to the edge of a block from a drill hole or 

chip sample intercept of 50 ft has been applied. Maximum block size is 10,000 sq ft. 

 A confidence level of ±10% is estimated for the Indicated Mineral Resource and ±25% for the Inferred 

Mineral Resource. 

 Effective date of resource estimate verification is 16 September 2011 

 Qualified Person for the mineral resource estimate verification is Martin Drennan, P.Eng. 

 Mineral resources which are not mineral reserves do not have demonstrated economic viability. The 

estimate of mineral resources may be materially affected by environmental, permitting, legal, marketing, 

or other relevant issues although the Qualified Person is not aware of any such issues.  

Metallurgy 

A review of metallurgical test data as previously reported in an NI 43-101 report in 2004 and the data from test work 

completed in 2007-2008 shows that recoveries of 95% of the gold has been demonstrated using conventional 

carbon-in-leach processes. In addition, test work has shown that recoveries of 44 to 65% of the gold in 6 to 16%, 

respectively, of the weight of the mill feed has been demonstrated by gravity or gravity/flotation techniques alone. 

The gravity testing has been done using shaking tables only. No test work with centrifugal concentrators has yet 

been done. These results warrant continued testing to optimize non-leach gold recovery options. 

Preliminary Economic Assessment 

The preproduction phase of the McGarry Project will occur during the first 7 months of the planned work. The total 

cost of the preproduction period is $4.7 million.  

The duration of the development process in the McGarry Project is forecasted to 4 years. The initial annual cost of 

the development is approximately $9.2 million. In year 2 the development cost is forecasted to $5.3 million, in year 

3 the development cost will be $3.0 million, and the final year of development will cost approximately $700,000 

dollars. 
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Summary of Development Costs per Year of Operation 

 

Year Development Cost ($1,000s) 

1 9,200 

2 5,300 

3 3,000 

4 681 

Total: $18,200 

 

The initial annual production year the cost is $9.7 million. In year 2 the cost of production is being forecast to $16 

million, and for the third and fourth year of production, the cost will be approximately the same at $16 million 

dollars. 

Summary of Production Costs per Year of Operation 

 

Year Production Cost ($1,000s) 

1 9,700 

2 16,000 

3 16,000 

4 16,000 

Total: $57,700 

 

The economic model is linear based on the assumption in its development for both initial production and the 

targeted final 600 tpd production. With respect to the initial production with a minimum assumed gold price of $600 

per ounce the required insitu grade to be profitable at 350 tpd is in around 0.24 oz/ton. The margin of profit for 600 

tpd is in around 0.20 oz/ton or above. If the diluted production grade at the McGarry Mine is 0.18 oz/ton, then this 

would require a gold price of $785 per ounce at 350 tpd and $656 per ounce at 600 tpd to be profitable (see 

tabulations below). 
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Daily Revenue Summary

Grade

oz/ton

Recovery

(Mining)

Recovery

(Milling)
$600 $650 $700 $750 $800 $850 $900 $950 $1,000 $1,050 $1,100

0.12 90% 85% $55 $60 $64 $69 $73 $78 $83 $87 $92 $96 $101

0.13 90% 85% $60 $65 $70 $75 $80 $85 $90 $94 $99 $104 $109

0.14 90% 85% $64 $70 $75 $80 $86 $91 $96 $102 $107 $112 $118

0.15 90% 85% $69 $75 $80 $86 $92 $98 $103 $109 $115 $120 $126

0.16 90% 85% $73 $80 $86 $92 $98 $104 $110 $116 $122 $129 $135

0.17 90% 85% $78 $85 $91 $98 $104 $111 $117 $124 $130 $137 $143

0.18 90% 85% $83 $90 $96 $103 $110 $117 $124 $131 $138 $145 $151

0.19 90% 85% $87 $94 $102 $109 $116 $124 $131 $138 $145 $153 $160

0.2 90% 85% $92 $99 $107 $115 $122 $130 $138 $145 $153 $161 $168

0.21 90% 85% $96 $104 $112 $120 $129 $137 $145 $153 $161 $169 $177

Grade

oz/ton

Recovery

(Mining)

Recovery

(Milling)
$600 $650 $700 $750 $800 $850 $900 $950 $1,000 $1,050 $1,100

0.12 90% 85% $55 $60 $64 $69 $73 $78 $83 $87 $92 $96 $101

0.13 90% 85% $60 $65 $70 $75 $80 $85 $90 $94 $99 $104 $109

0.14 90% 85% $64 $70 $75 $80 $86 $91 $96 $102 $107 $112 $118

0.15 90% 85% $69 $75 $80 $86 $92 $98 $103 $109 $115 $120 $126

0.16 90% 85% $73 $80 $86 $92 $98 $104 $110 $116 $122 $129 $135

0.17 90% 85% $78 $85 $91 $98 $104 $111 $117 $124 $130 $137 $143

0.18 90% 85% $83 $90 $96 $103 $110 $117 $124 $131 $138 $145 $151

0.19 90% 85% $87 $94 $102 $109 $116 $124 $131 $138 $145 $153 $160

0.2 90% 85% $92 $99 $107 $115 $122 $130 $138 $145 $153 $161 $168

0.21 90% 85% $96 $104 $112 $120 $129 $137 $145 $153 $161 $169 $177

Yearly Revenue Summary

Grade

oz/ton

Recovery

(Mining)

Recovery

(Milling)
$600 $650 $700 $750 $800 $850 $900 $950 $1,000 $1,050 $1,100

0.12 90% 85% $6,747 $7,310 $7,872 $8,434 $8,996 $9,559 $10,121 $10,683 $11,246 $11,808 $12,370

0.13 90% 85% $7,310 $7,919 $8,528 $9,137 $9,746 $10,355 $10,964 $11,573 $12,183 $12,792 $13,401

0.14 90% 85% $7,872 $8,528 $9,184 $9,840 $10,496 $11,152 $11,808 $12,464 $13,120 $13,776 $14,432

0.15 90% 85% $8,434 $9,137 $9,840 $10,543 $11,246 $11,948 $12,651 $13,354 $14,057 $14,760 $15,463

0.16 90% 85% $8,996 $9,746 $10,496 $11,246 $11,995 $12,745 $13,495 $14,244 $14,994 $15,744 $16,493

0.17 90% 85% $9,559 $10,355 $11,152 $11,948 $12,745 $13,541 $14,338 $15,135 $15,931 $16,728 $17,524

0.18 90% 85% $10,121 $10,964 $11,808 $12,651 $13,495 $14,338 $15,181 $16,025 $16,868 $17,712 $18,555

0.19 90% 85% $10,683 $11,573 $12,464 $13,354 $14,244 $15,135 $16,025 $16,915 $17,805 $18,696 $19,586

0.2 90% 85% $11,246 $12,183 $13,120 $14,057 $14,994 $15,931 $16,868 $17,805 $18,743 $19,680 $20,617

0.21 90% 85% $11,808 $12,792 $13,776 $14,760 $15,744 $16,728 $17,712 $18,696 $19,680 $20,664 $21,648

Grade

oz/ton

Recovery

(Mining)

Recovery

(Milling)
$600 $650 $700 $750 $800 $850 $900 $950 $1,000 $1,050 $1,100

0.12 90% 85% $34,700 $37,592 $40,484 $43,376 $46,267 $49,159 $52,051 $54,942 $57,834 $60,726 $63,617

0.13 90% 85% $37,592 $40,725 $43,857 $46,990 $50,123 $53,255 $56,388 $59,521 $62,654 $65,786 $68,919

0.14 90% 85% $40,484 $43,857 $47,231 $50,605 $53,978 $57,352 $60,726 $64,099 $67,473 $70,847 $74,220

0.15 90% 85% $43,376 $46,990 $50,605 $54,219 $57,834 $61,449 $65,063 $68,678 $72,293 $75,907 $79,522

0.16 90% 85% $46,267 $50,123 $53,978 $57,834 $61,690 $65,545 $69,401 $73,256 $77,112 $80,968 $84,823

0.17 90% 85% $49,159 $53,255 $57,352 $61,449 $65,545 $69,642 $73,738 $77,835 $81,932 $86,028 $90,125

0.18 90% 85% $52,051 $56,388 $60,726 $65,063 $69,401 $73,738 $78,076 $82,413 $86,751 $91,089 $95,426

0.19 90% 85% $54,942 $59,521 $64,099 $68,678 $73,256 $77,835 $82,413 $86,992 $91,571 $96,149 $100,728

0.2 90% 85% $57,834 $62,654 $67,473 $72,293 $77,112 $81,932 $86,751 $91,571 $96,390 $101,210 $106,029

0.21 90% 85% $60,726 $65,786 $70,847 $75,907 $80,968 $86,028 $91,089 $96,149 $101,210 $106,270 $111,330

Cost Limited Profitable

Revenue Summary ($C) per ton for 350 tons per day

Gold Price ($CAD per ounce)

Revenue Summary ($C) per ton for 600 tons per day

Gold Price ($CAD per ounce)

Gold Price ($CAD per ounce)

Revenue ($C 000s) Over 1 Year at 350 tons per day

Revenue ($C 000s) Over 3 Year at 600 tons per day

Gold Price ($CAD per ounce)
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MINERAL PROPERTY – COPPERSTONE PROPERTY  

 

The following description has been summarized from a technical report compliant with National Instrument 43-101 

entitled “NI 43-101 Technical Feasibility Report, Copperstone Property, La Paz County, Arizona” dated February 2, 

2010 and revised January 10, 2011 (the “Copperstone Report”), and is based on and subject to all the assumptions, 

qualifications and procedures contained therein, and which are not fully described herein.  Readers should consult 

the Copperstone Report to obtain further particulars regarding the Copperstone Project.  The full text of the 

Copperstone Report is available on SEDAR under American Bonanza’s profile, which can be accessed at 

www.sedar.com.  

 

Property Description and Location  

 

Copperstone 

 

American Bonanza holds a 100 percent leasehold interest in the Copperstone mine. The landlord is the Trustee of 

the Angie Patch Survivor’s and the Trustee of Daniel L. Patch Credit Trust “The Patch Living Trust” and the lease 

was for a 10 year term starting June 12, 1995 and was renewed on June 12, 2005 for a further 10 year term. The 

lease is renewable by American Bonanza for one or more ten-year terms at the option of American Bonanza under 

the same terms and conditions. American Bonanza is obligated to pay for all permitting and state lease bonding, 

insurance, taxes, and to pay a 1 percent production gross royalty so long as the price of gold in US dollars is less 

than US$350 per ounce (royalty increases to a maximum of 6 percent as price of gold increases to over US$551 per 

ounce), with a minimum advance royalty per year of US$30,000. 

 

Copperstone Gold Project 

 

In August, 1998, American Bonanza entered into an agreement with Arctic Precious Metals Inc. (“APMI”), a 

wholly owned subsidiary of Royal Oak Mines Inc. (“Royal Oak”), to explore and develop the Copperstone Property 

in La Paz County, Arizona, U.S.A. Under the agreement, American Bonanza acquired 25 percent of APMI’s 

leasehold interest in the Copperstone Property for a cash payment of US$500,000 with an option to increase its 

interest in the project to 80 percent through property expenditures of US$3 million and a future cash payment to 

APMI of US$1 million. In 1995 APMI had acquired a renewable lease for the Copperstone Property from the Patch 

Living Trust. 

 

In April, 1999, APMI became subject to Chapter 11 proceedings under U.S. bankruptcy law and in November, 1999 

American Bonanza entered into a conditional Purchase and Sale Agreement with APMI, concerning the purchase by 

Old Bonanza of the 75 percent interest owned by APMI in the Copperstone Property. 

 

In March, 2002, American Bonanza acquired all APMI’s leasehold interest in the Copperstone Property by obtaining 

an assignment of APMI’s interest in the lease with the Patch Living Trust. The assignment was approved in a 

lengthy US Bankruptcy Court process. As a result, American Bonanza’s interest in the Copperstone Property 

increased from 25 percent to 100 percent, subject only to the existing lease and its royalty arrangements. This 

acquisition was funded by a loan of US$1,100,000 from Brascan Financial Corporation which was repaid in October 

2003. 

 

Copperstone D-Zone Joint Venture 

 

American Bonanza’s interest in the D-Zone is held through the Copperstone D-Zone joint venture. The joint venture 

was formed in September, 2000, when American Bonanza entered into an agreement with Centennial Development 

Corporation (“CDC”) for the underground exploration and extraction of mineralized materials from only the D-

Zone of up to 50,000 tons of mineralized material from the Copperstone Property (the “Copperstone D-Zone Joint 

Venture”, as amended). 

 

During 2001, Phase One was completed and American Bonanza earned an additional 5 percent interest in the 

Copperstone D-Zone Joint Venture for a total earned interest of 60 percent. 
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On February 14, 2002, American Bonanza entered into an agreement with CDC whereby it would acquire the 

remaining 40 percent interest of the D-Zone Joint Venture not already owned for the following consideration: 

 

(a) assumption of a total of US$325,000 of Copperstone related liabilities, all of which were paid or settled by 

December 31, 2003; 

(b) assumption of an estimated CDC payroll tax liability of up to US$180,000, which was paid in 2007; 

(c) US$345,000 payable to CDC and or its principal on or before July 31, 2002 (paid); 

(d) a net smelter royalty of three percent paid to CDC from the first 50,000 tons of mineralized material 

extracted from the D-Zone, subsequent to repayment of an outstanding third party loan, which has since 

been repaid; and, 

(e) US$70,000 from initial proceeds from extraction of mineralized materials from the D-Zone, following 

repayment of the outstanding third party loan referenced above. 

 

Upon payment of the 3% royalty and the US$70,000 referred to above, American Bonanza earned the remaining 

40% interest in the D-Zone Joint Venture. 

 

On July 18, 2007, American Bonanza entered into an agreement with CDC whereby American Bonanza would 

make a payment of $145,814.10 with respect to CDC’s payroll tax liability. American Bonanza agreed to pay 

$37,327.46 which is not American Bonanza’s obligation in order to achieve closure of the case. 

 

In consideration of American Bonanza’s payment of $37,327.46 which was not its obligation, CDC agreed to reduce 

the cash amount of $70,000 as outlined above by $20,000, and to reduce future royalty payments to CDC by a 

further $20,000. 

 

As 50,000 tonnes from the D-Zone have been mined as of December 31, 2013, American Bonanza completed its 

commitment under this royalty. 

 

Location and Access 

 

The Copperstone Property is located in La Paz County, Arizona, United States. The closest communities are 

Quartzite, located 16 km to the south and Parker, located 40 km to the north. Phoenix is 106 km east of the 

Copperstone Property. The property is accessible from Phoenix on Interstate 10 to Quartzite and Route 95 from 

Quartzite. An 8 km unpaved mine road connects the property to Route 95. 
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Title 

 

The Copperstone Property totals approximately 11,788 acres and is located in La Paz County, Arizona, about 16 km 

north of the town of Quartzite. The property consists of 546 contiguous unpatented lode mining claims covering an 

area of approximately 10,502 acres (20.6 acres per claim). The property also includes two mineral leases on Arizona 

State mineral lands in T 7 N, R 19 W, sections 6 and 7 totaling approximately 1,338 acres. 

 

The land is under the jurisdiction of the United States Bureau of Land Management (BLM). The Patch Living Trust 

(“PLT”) of Scottsdale, Arizona owns the title to the central 284 mineral claims. In June 1995, the Copperstone 

Property was leased from PLT by APMI for a 10 year term and is renewable at the option of the lessee. On June 12, 

2005, the lease was renewed for an additional 10 years. The annual claim fees payable to the BLM are 

approximately US$76,000. Annual lease fees paid to the State of Arizona in 2011 was approximately $16,000. An 

annual minimum US$30,000 advance royalty is payable to PLT under the terms of the lease and is subject to a 

maximum of 6 percent production gross royalty if the price of gold is over US$551 per ounce. In addition, the D-

Zone is subject to a 3% royalty on the first 50,000 tons of mineralized material extracted from a specific portion of 

the D-Zone and as of December 31, 2013 this obligation has been fulfilled. 

 

Accessibility, Climate, Local Resources, Infrastructure, and Physiography 

 

The Copperstone Property is located 16 km north of the town of Quartzite, Arizona and about 40 km south of the 

town of Parker, the county seat of La Paz.  The property is accessible from the Highway 95, north of Quartzite, and 

then turning west on a 4-mile gravel road to the mine site. The site access road is well maintained and suitable for all 

anticipated mine usage. The main east-west line for the Santa Fe railroad is about 15 miles north of the property. 

The climate in the area is very dry with an average annual precipitation of 4 inches. Summers are warm with an 

average temperature from May to September of 88.7 degrees Fahrenheit. Winters are mild with an average 

temperature from October to April of 63 degrees Fahrenheit. The maximum and minimum temperatures for the area 

are about 120 degrees Fahrenheit and 20 degrees Fahrenheit, respectively. 

 

Significant infrastructure exists from the previous Cyprus mining operation conducted from 1988 to 1993. Prior to 

2011, the infrastructure consisted of office, shops, storage facilities, various housing trailers, power, and water. 

Operational water can be available from existing on-site wells while potable water must be trucked on site. 

Presently, the mine communication utilizes a microwave telephone communication and internet, onsite vhf radio and 

cell phones. See “Current Work Programs” section below for an update on the infrastructure present at Copperstone. 

 

The Copperstone Property is located on sandy desert terrain, with scattered small hills and local sand dunes. The 

area is relatively flat with surface elevations ranging from about 725 to 900 feet. 

 

History 

 

During the period 1987 to 1993, Cyprus Minerals (“Cyprus”) operated a 2,500 ton per day open-pit mine at 

Copperstone that produced approximately 500,000 ounces of gold from the Copperstone fault. The mine was closed 

at the economic limit of open-pit mining. Reported production by Cyprus at Copperstone of 514,000 oz of gold from 

5,600,000 Mt of ore grading 0.089 oz/t of gold. Gold recovery for the life of mine was 89 percent. The strip ratio of 

the pit was 10:1. Cyprus drilled 496 reverse circulation and 73 core holes for a total of 569 holes. Following the 

mine closure in 1993, Cyprus reclaimed the tailings pond and removed the Carbon-in-Pulp mill. Office, shop and 

warehouse facilities remain at the site. Furthermore, the 69 kv power line and substation remains in service, together 

with the three water wells with a 200 hp pumping capacity. 

 

Santa Fe Pacific Gold Corporation ("Santa Fe") leased the property in 1993 and completed 12,500 feet of reverse 

circulation drilling on seven exploration targets. Santa Fe intersected significant gold mineralization in the footwall 

of the Copperstone fault with hole DCU-8 having an intercept assaying 0.646 oz/t of gold over 15 feet. 

 

In 1995, Royal Oak Mines leased the property from the Patch Living Trust and drilled 35 drill holes totaling about 

25,875 feet between 1995 and 1997. 
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The drill program concentrated on deep extensions of the mineralization in the Copperstone Fault to the north and 

down dip to the east of the open pit. Results showed several high-grade gold intersections to the north and east of the 

open-pit with potential for underground mining. 

 

In August of 1998, American Bonanza (then operating under the name Asia Minerals) entered into a joint venture 

with Royal Oak Mines to explore and develop the Copperstone Property. During the summer of 1998, American 

Bonanza drilled 15 holes with a total of about 10,050 feet of drilling completed. A series of drill holes within what 

was then termed the D-Zone showed relatively high-grade gold intersections. In early 2000, American Bonanza 

conducted additional diamond and reverse-circulation drilling with a total footage of 7,470 ft. The holes were 

designed to test the strike extension of the D-Zone with the best intercept in hole A00-10 which assayed 0.943 oz/t 

Au over 10.5 feet. 

 

Geology Setting 

 

The Copperstone Property occurs within the “Basin and Range” province of the south-western USA. The regional 

geology is strongly influenced by Tertiary age detachment faults and younger high angle normal faults. The 

Copperstone gold deposit is related to the Moon Mountain or Copper Peak detachment fault. Gold mineralization at 

Copperstone occurs principally within the moderate to low-angle Copperstone Fault which has been interpreted to 

be a listric fault associated with the underlying Moon Mountain detachment fault. Gold occurs as native flakes 

within fault breccia, gouge and shear zones related to the faulting. The wall and host rocks are typically Triassic 

sediments and Jurassic quartz latite volcanics. Gold is commonly associated with hematite, chlorite, quartz, 

manganese oxide and copper oxide mineralization. 

 

Mineralization 

 

Gold mineralization at Copperstone occurs mostly as particles with about 80% as small flakes ranging between 4 to 

40 microns. Coarse gold ranges in size from 50 to 150 microns. Gold typically is free and associated with early and 

late stage quartz/amethyst and occasionally calcite. 

 

Coarse gold occurs in the quartz latite porphyry cut by amethyst-quartz vein fringes, as flakes in fracture, and on the 

wall rock associated with copper oxides. Previous operators concluded that much of the coarse gold is directly 

depositional in origin, because it occurs as discrete three-dimensional grains. 

 

American Bonanza drilling includes both surface and underground drilling. Drilling was concentrated in the A-, B-, 

C-, and D-Zones. The drilling program was designed to convert indicated and inferred resources into measured 

resources or reserves in the D, C and Highwall zones while testing additional exploration targets down dip and along 

strike. While the results of the drill campaign were often encouraging, in general, the drilling returned lower grades 

than those from previous campaigns, often removing continuity previously thought to exist between higher grade 

intercepts. A detailed geologic mapping and structural study has been completed in the pit area and in the 

underground workings. In addition, geophysical exploration data has been collected across the Copperstone site. 

 

Drilling and Exploration 

 

Since the acquisition of American Bonanza by the Corporation on June 27, 2014, the Corporation has not conducted 

any exploration activities on the Copperstone Property. 

 

RISK FACTORS 

Due to the nature and current stage of development of the Corporation’s business, the Corporation is subject to 

various financial, operational and political risks. 

A prospective investor or other person reviewing the Corporation for a prospective investor should not consider an 

investment in the Corporation unless the investor is capable of sustaining an economic loss of the entire investment.  

The risks and uncertainties identified and described below are not necessarily the only ones that could be faced by 

the Corporation.  If any of the following risks, or any other risks and uncertainties that the Corporation has not yet 
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identified, actually occur, the Corporation’s business, prospects, financial condition, results of operations, and cash 

flows could be materially and adversely affected. 

Exploration and Mining Risks  

The business of mining and exploring for minerals involves a high degree of risk.  Due in some cases to factors that 

cannot be foreseen, only a small proportion of the properties that are explored worldwide are ultimately developed 

into producing mines.  At present, none of the Corporation’s properties have proven or probable reserves and the 

proposed programs are an exploratory search for proven or probable reserves.  The areas currently being assessed by 

the Corporation may not contain economically recoverable volumes of minerals or metals.  The operations of the 

Corporation may be disrupted by a variety of risks and hazards which are beyond the control of the Corporation, 

including labor disruptions, the inability to obtain suitable or adequate machinery, equipment or labor and other 

risks involved in the conduct of exploration programs.  Once economically recoverable volumes of minerals are 

found, substantial expenditures are required to establish reserves through drilling to develop metallurgical processes, 

and to develop the infrastructure at any site chosen for mining.  Although substantial benefits may be derived from 

the discovery of a major mineralized deposit, no assurance can be given that minerals will be discovered in 

sufficient quantities or having sufficient grade to justify commercial operations or that funds required for 

development can be obtained on a timely basis.  The economics of developing copper and other mineral properties is 

affected by many factors including the cost of operations, variations of the grade of ore mined, fluctuations in the 

price of minerals produced, costs of processing equipment and such other factors as government regulations, 

including regulations relating to environmental protection.  In addition, the grade of mineralization ultimately mined 

may differ from that indicated by drilling results and such differences could be material.  

Financing Risks  

The Corporation has limited financial resources, and has no assurance that additional funding will be available to it 

for further exploration and development of its projects.  Further exploration and development of one or more of the 

Corporation’s properties will be dependent upon the Corporation’s ability to obtain financing through joint ventures, 

equity or debt financing or other means, and although the Corporation has been successful in the past in obtaining 

financing through the sale of equity securities, there can be no assurance that the Corporation will be able to obtain 

adequate financing in the future or that the terms of such financing will be favorable.  Failure to obtain such 

additional financing could result in delay or indefinite postponement of further exploration and development of its 

projects.  

Credit Risk 

Credit risk is the risk that a client or vendor will be unable to pay or receive any amounts owed or owing by the 

Corporation.  Management's assessment of the Corporation's risk is low as it is primarily attributable to money-

market funds held in a Canadian bank, Goods and Services Tax due from the Federal Government of Canada, and a 

deposit held with Ontario Hydro which are included in accounts receivable and sundry assets.  The Corporation 

periodically monitors the investments it makes and is satisfied with the credit ratings of its bank. 

Interest Rate Risk  

The Corporation has cash balances, short-term interest-bearing debt and some long-term interest bearing debt.  The 

Corporation's current policy is to invest excess cash in investment-grade short-term deposit certificates issued by its 

banking institution.  The short-term note and long-tem loans bear interest at fixed rates. 

Estimates of Mineral Resources and Production Risks  

The mineral resource estimates of the Corporation included in this document are estimates only and no assurance 

can be given that any proven or probable reserves will be discovered, or that any particular level of recovery of 

minerals will in fact be realized or that an identified reserve or resource will ever qualify as a commercially 

mineable (or viable) deposit.  Reserves that may ultimately be mined may differ from that indicated by drilling 

results and such differences could be material.  Production can be affected by such factors as permitting regulations 

and requirements, weather, environmental factors, unforeseen technical difficulties, unusual or unexpected 

geological formations, the Corporation’s ability to recruit and retain sufficient personnel, the Corporation’s ability to 
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purchase or rent equipment and parts, and work interruptions.  Any estimated mineral resources should not be 

interpreted as assurances of commercial viability or potential or of the profitability of any future operations.  

Mineral Prices  

The principal activity of the Corporation is the exploration and ultimate development of mineral resource properties.  

The mineral exploration and development industry in general is intensely competitive and there is no assurance that, 

even if commercial quantities of proven and probable reserves are discovered, a profitable market may exist for the 

sale of the same.  Factors beyond the control of the Corporation may affect the marketability of any substances 

discovered.  Mineral prices have fluctuated widely, particularly in recent years.  The feasible development of such 

properties is highly dependent upon the price of metals. A sustained and substantial decline in commodity prices 

could result in the write-down, termination of exploration work or loss of its interests in identified resource 

properties.  

Competition  

The Corporation competes with many companies that have substantially greater financial and technical resources 

than the Corporation for the acquisition of mineral properties as well as for the recruitment and retention of qualified 

employees and the purchase or lease of equipment and third-party servicing companies.  

Environment and other Regulatory Requirements  

The activities of the Corporation are subject to environmental regulations promulgated by government agencies 

from time to time.  Environmental legislation generally provides for restrictions and prohibitions on spills, releases 

or emissions of various substances produced in association with certain mining industry operations, such as seepage 

from tailings disposal areas, which would result in environmental pollution.  A breach of such legislation may result 

in imposition of fines and penalties.  In addition, certain types of operations require the submission and approval of 

environmental impact assessments.  

Environmental legislation is evolving in a manner which means stricter standards, and enforcement.  Fines and 

penalties for non-compliance are more stringent.  Environmental assessments of proposed projects carry a 

heightened degree of responsibility for companies and directors, officers, and employees. The cost of compliance 

with changes in governmental regulations has a potential to reduce the profitability of operations.  Companies 

engaged in exploration activities generally experience increased costs and delays as a result of the need to comply 

with applicable laws, regulations, and permits.  There can be no assurance that all permits which the Corporation 

may require for exploration and development of its properties will be obtainable on reasonable terms or on a timely 

basis, or that such laws and regulations would not have an adverse effect on any project that the Corporation may 

undertake.  

The Corporation believes it is in compliance with all material laws and regulations which currently apply to its 

activities.  However, there may be unforeseen environmental liabilities resulting from exploration and/or mining 

activities and these may be costly to remedy.  

Failure to comply with applicable laws, regulations, and permitting requirements may result in enforcement actions 

thereunder, including orders issued by regulatory or judicial authorities casing operations to cease or be curtailed, 

and may include corrective measures requiring capital expenditures, installation of additional equipment, or 

remedial actions.  Parties engaged in exploration operations may be required to compensate those suffering loss or 

damage by reason of the exploration activities and may have civil or criminal fines or penalties imposed for 

violations of applicable laws or regulations and, in particular, environmental laws.  Amendments to current laws, 

regulations and permits governing operations and activities of exploration companies, or more stringent 

implementation thereof, could have a material adverse impact on the Corporation and cause increases in 

expenditures and costs or require abandonment or delays in developing new mining properties.  
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Title Matters  

Title to the Property and the area of the mining concessions comprising the Property may be disputed.  Although the 

Corporation has taken steps to verify the title to mineral properties in which it has an interest in accordance with 

industry standards for the current state of exploration of such properties, these procedures do not guarantee the 

Corporation’s title.  Property title may be subject to unregistered prior agreements or transfers and title may be 

affected by undetected defects.  

Dependence on Key Personnel  

The Corporation’s development to date has largely depended, and in the future will continue to depend, on the 

efforts of key management.  Loss of any of these people could have a material adverse effect on the Corporation and 

its business.  The Corporation has not obtained and currently does not intend to obtain key-person insurance in 

respect of any directors and other employees.  

Share Price Fluctuations  

In recent years, the securities markets have experienced a high level of price and volume volatility, and the market 

price of securities of many companies, particularly those considered exploration-stage companies such as the 

Corporation, as well as junior producers, have experienced wide fluctuations in price which have not necessarily 

been related to the underlying asset values or prospects of such companies.  Price fluctuations likely will continue to 

occur in the future.  

No Dividends 

Investors cannot expect to receive a dividend on their investment in the Corporation in the foreseeable future.  

Investors should not expect to receive any return on their investment in the Corporation’s securities other than 

possible capital gains.  

The Corporation has no operating history and a history of losses and there can be no assurance that the 

Corporation will ever be profitable  

The Corporation has no mineral properties from which any ore has ever been extracted and sold and its ultimate 

success will depend on its ability to generate cash flow from producing properties in the future.  The Corporation 

has not earned profits to date and there is no assurance that it will do so in the future.  

Political Risk  

The Corporation currently conducts its activities in Ontario, Canada and in Nevada, USA and is exposed to whatever 

risks and uncertainties exist or may come into effect in the future.  There can, for example, be no assurance that 

future political and economic conditions in Ontario will not result in the government adopting policies respecting the 

development of interests in mineral resources which could be adverse to the Corporation’s interests or profitability.  

Any such changes in policy could result in changes in laws affecting such matters as interests in assets, mining 

policies, monetary policies, taxation, rates of exchange, environmental protection, labour relations, repatriation of 

income, and return of capital, which may affect both the Corporation’s ability to undertake activities in respect of 

present and future properties in the manner currently contemplated.   

DIVIDENDS 

The Corporation has not paid any dividends on the Common Shares.  The Corporation has no present intention of 

paying dividends on the Common Shares, as it anticipates that all available funds will be invested to finance 

exploration and development programs on its mineral properties as well as the potential acquisition of additional 

mineral properties.  The Corporation is limited in its ability to pay dividends on the Common Shares by generally 

applicable restrictions under corporate law referred to as “solvency tests”.  
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DESCRIPTION OF CAPITAL STRUCTURE 

Authorized and Issued Share Capital 

The Corporation is authorized to issue an unlimited number of Common Shares without par value, having the rights, 

privileges, restrictions and, conditions summarized below. As of the date of this AIF, 95,238,330 Common Shares 

are issued and outstanding. The Corporation’s shares are listed for trading on the TSX (Symbol: KER). 

Common Shares 

The holders of Common Shares are entitled to receive notice of, and to exercise one vote per share at, every meeting 

of shareholders of the Corporation, to receive such dividends as the board of directors declares, and to share equally 

in the assets of the Corporation remaining upon the liquidation of the Corporation after the creditors of the 

Corporation have been satisfied. 

Warrants 

 

The Corporation has a total of 18,632,004 Common Share purchase warrants (“Warrants”) issued and outstanding. 

As at the date of this AIF, the following Warrants remain unexercised:  

 

 1,382,500 Warrants exercisable into Common Shares at a price of $5.25 until October 31, 2014;  

 133,333 Warrants exercisable into Common Shares at a price of $5.25 until May 28, 2015;  

 544,800 Warrants exercisable into Common Shares at a price of $3.00 until November 5, 2014;  

 5,200,000 Warrants exercisable into Common Shares at a price of $1.20 until December 30, 2016; 

 2,000,000 Warrants exercisable into Common Shares at a price of $1.20 until December 31, 2016;  

 2,333,333 Warrants exercisable into Common Shares at a price of $1.20 until January 23, 2017;  

 6,364,470 Warrants exercisable into Common Shares at a price of $2.40 until May 22, 2016;  

 212,035 Warrants exercisable into Common Shares at a price of $14.10 until September 14, 2014; 

 127,200 Warrants exercisable into Common Shares at a price of $5.70 until June 27, 2015; 

 333,333 Broker Warrants exercisable into Common Shares at a price of $0.60 until July 31, 2016; 

Stock Options 

 

On December 15, 2011, the Corporation adopted its current stock option plan. The purpose of the plan is to provide 

incentives to directors, officers, employees, and consultants of the Corporation. The maximum number of common 

shares reserved for issuance upon exercise of the options is 10% of issued and outstanding shares. The Board of 

Directors may designate the recipients of options and determine the number of common shares covered by each 

option, its exercise price (which may not be less than closing market price of the common shares on the trading day 

prior to the grant) and its expiry date. The stock option will vest immediately on the date of the grant. The term of 

the options shall not exceed five years from the date of grant.  

 

As at the date of this AIF, 799,734 stock options were outstanding and exercisable.  

 

On a fully diluted basis, therefore, the Corporation has 114,669,068 Common Shares outstanding. 

MARKET FOR SECURITIES 

Trading Price and Volume 

The Corporation’s Common Shares started trading on the TSX on August 18, 2006 under the trading symbol “AZ”. 

As a result of the change of name of the Corporation to Kerr Mines Inc., the Common Shares began trading on the 

TSX under the symbol “KER” effective the opening of the market on January 15, 2014.  The table below sets forth 

the high and low trading prices and volume for the Common Shares traded through the TSX on a monthly basis for 

the period commencing on July 1, 2013 and ending on June 30, 2014. 
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   Period Price Range and Trading Volume 

High Low Volume 

July 2013 0.05 0.035 5,968,316 

August 2013 0.04 0.03 2,172,705 

September 2013 0.085 0.035 7,741,539 

October 2013 0.07 0.055 5,479,719 

November 2013 0.06 0.035 3,921,881 

December 2013 0.045 0.03 4,830,329 

January 2014 0.06 0.04 2,439,371 

February 2014 0.05 0.035 2,331,956 

March 2014 0.045 0.035 5,606,891 

April 2014 0.05 0.035 2,964,801 

May 2014 0.04 0.025 6,714,889 

June 2014 0.035 0.025 18,782,100 

Prior Sales 

 

The following table sets forth the securities not listed but issued by the Corporation during the year ended June 30, 

2014. 

Date Class of Securities Number of Securities Exercise Price 

December 30, 2013 Warrants 5,200,000 $1.20 

December 31, 2016 Warrants 2,000,000 $1.20 

January 23, 2014 Warrants 2,333,333 $1.20 

May 22, 2014 Warrants 6,364,470 $2.40 

May 22, 2014 Stock Options 340,666 $3.15 

May 22, 2014 Stock Options 37,333 $1.50 

May 22, 2014 Stock Options 141,867 $1.05 

June 27, 2014 Warrants 212,035 $14.10 

June 27, 2014 Warrants 127,200 $5.70 

June 27, 2014 Stock Options 7,066 $10.35 

June 27, 2014 Stock Options 112,441 $10.95 

June 27, 2014 Stock Options 28,266 $15.00 

June 27, 2014 Stock Options 9,893 $2.55 

June 27, 2014 Stock Options 3,533 $10.80 

July 31, 2014 Warrants 333,333 $0.60 

ESCROWED SECURITIES 

To the knowledge of the Corporation there are no Common Shares of the Corporation that are held in escrow.  

DIRECTORS AND OFFICERS 

Name, Occupation, and Securities Holding 

The following table sets forth the name, city, and province of residence and position held with the Corporation and 

principal occupation of each director and executive officer of the Corporation. 
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Name, Province or State and Country 

of Residence and Position with the 

Corporation 

Director Since Principal Occupation  

Claudio Ciavarella(1)(3) 

Ontario, Canada 

Director 

December 19, 2013 President of Forte Fixtures and Millwork Inc. 

for the last 10 years, and he previously held the 

position of Chief Financial Officer for The 

Atlas Group of Companies for 9 years. Mr. 

Ciavarella has been a Professional Accountant 

for 19 years as a member of the Society of 

Management Accountants of Ontario. He 

previously served as a director of Kerr from 

2005 to 2006. 

George Cole(1)(2)(3) 

Nevada, United States 

Director 

December 19, 2013 Mr. Cole retired from the Cominco (Teck 

Cominco) organization in 2001 as Vice-

President of Exploration for Cominco 

American. Since 2002, George has been a 

Director, and held various senior executive 

positions with a number of junior mining-

exploration companies. 

Gregory Gibson(3) 

Ontario, Canada 

Director, President and Chief Executive 

Officer 

October 1, 2013 President and CEO of Northern Gold Mining 

Inc. from August 2012 to June 2013. Prior 

thereto Mr. Gibson was President and CEO of 

Trelawney Mining and Exploration Inc. from 

April 2010 to June 2012. He also acts as 

Chairman and a director of Temex Resources 

Corp. and is a director of Mag Copper Ltd., 

SGX Resources and San Gold Corporation. 

Christopher Irwin(2)(3) 

Ontario, Canada 

Director 

October 1, 2013 Mr. Irwin practices securities and corporate/ 

commercial law and has been the managing 

partner of Irwin Lowy LLP since January 2010, 

prior thereto he was the President of Irwin 

Professional Corporation from August 2006. 

Mr. Mr. Irwin is a director and/or officer of a 

number of public companies, including: 

Laramide Resources Ltd. and Roscan Minerals 

Corp.  

Stephen McIntyre(1)(2)(3) 

Ontario, Canada 

Director and Chairman 

December 19, 2013 Mr. McIntyre is a retired mining consultant. He 

has more than 30 years’ experience in the 

mining and mineral exploration business, 

including over 10 years with Noranda Mines 

Ltd and 20 years as an officer and director of 

junior mineral exploration companies, including 

Dumont Nickel Inc., Northwest Explorations 

Inc., Timmins Nickel Inc. and Vedron Gold Inc. 

and more recently, as Chairman and a director 

of Trelawney Mining and Exploration Inc. 
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Name, Province or State and Country 

of Residence and Position with the 

Corporation 

Director Since Principal Occupation  

Gregory Smith(1)(3)  

Alberta, Canada 

Director 

August 21, 1986 Chartered Accountant and President of 

Oakridge Financial Management Inc., a 

provider of financial and management 

consulting services to private and public 

companies.  He is also CFO and a director of 

Maglin Site Furniture Inc., a corporation that 

manufactures and distributes public site 

furniture primarily in Canada and the United 

States.  He is currently a director and chairman 

of the audit committee of Falcon Oil & Gas 

Ltd., a company listed on the TSXV Exchange, 

a director of Molopo Energy Limited, a 

company listed on the ASX and a director of a 

number of private corporations.  He is a past 

director and audit committee chairman on a 

number of public companies and private 

resource corporations, including TriWestern 

Energy Inc. Manson Creek Resources Ltd., 

CDG Investments Inc. and Tyler Resources 

Inc.  M. Smith was admitted to the Institute of 

Chartered Accountants of Alberta in 1975 and 

holds a Bachelor of Commerce degree from the 

University of Calgary. 

David Fennell 

Nassau, Bahamas 

Director 

May 22, 2014 Executive chairman of American Bonanza 

(since 2008), Reunion Gold Corporation (since 

2004), Avala Resources Ltd. (since 2010), 

Dunav Resources Ltd. (since 2006), Odyssey 

Resources Limited (since 2008), and Highland 

Copper Company Inc. (since 2012) (all mining 

exploration companies). 

Brian Kirwin 

Nevada, United States 

Director 

June 27, 2014 Former President and CEO of American 

Bonanza from March 2005 to June 2014. 

Wayne Tisdale 

Portomassa, Malta 

Director 

June 27, 2014 Mr. Tisdale runs his own merchant banking 

company and sits on the board of directors of a 

number of private and public companies on the 

TSX Venture Exchange. 

Andres Tinajero 

Ontario, Canada 

Chief Financial Officer 

N/A Chief Financial Officer of Kerr since December 

2013. President of 2222263 Ontario Inc. since 

November 2009. Chief Financial Officer of 

Trelawney Mining and Exploration from 

January 2008 to June 2012. Controller of 

Lafarge Canada June 2005 to January 2008.  

Tyler Culhane 

Ontario, Canada 

Chief Operating Officer 

N/A Chief Operating Officer of Kerr since 

December 2013. Chief Operating Officer of 

Northern Gold Mining Inc. from October 2012 

to June 2013. President, Chief Operating 

Officer and Director of Mag Copper Ltd. from 

October 2011 to September 2012. Mine 

Manager of Trelawney Mining and Exploration 

Inc. from June 2009 to October 2011.  
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Name, Province or State and Country 

of Residence and Position with the 

Corporation 

Director Since Principal Occupation  

David Beilhartz 

Ontario, Canada 

Vice-President, Exploration 

N/A Vice-President, Exploration of Kerr since 

October, 2013. Vice-President, Exploration of 

Trelawney Mining and Exploration from 

December 2009 to June 2012. Vice-President, 

Exploration of Lakeshore Gold from June 2003 

to August 2008. 

Lisa McCormack 

Ontario, Canada 

Corporate Secretary 

N/A Corporate Secretary of Kerr since December 

2013. Vice-President, Legal of Northern Gold 

Mining Inc. from October 2012 to June 2013. 

Corporate Secretary of Trelawney Mining and 

Exploration Inc. from January 2011 to June 

2012. Corporate Securities Law Clerk with 

Irwin Lowy LLP from August 2006 to 

December 2010. 
Notes:  

(1) Member of the Audit Committee. 

(2) Member of the Compensation Committee. 

(3) Member of the Nominating Committee. 

The directors and executive officers of the Corporation, as a group beneficially own, directly or indirectly, or 

exercise control or direction over an aggregate of 6,647,860 Common Shares, representing 6% of the Common 

Shares outstanding as of the date of this AIF.  

Each director’s term of office will expire at the next annual meeting of shareholders or until his successor is duly 

elected or appointed, unless his office is vacated earlier in accordance with the by-laws of the Corporation or he 

becomes disqualified to act as a director of the Corporation.  

Board Committees 

The board of directors of the Corporation has established three committees: an Audit Committee, a Compensation 

Committee, and a Nominating Committee.   

Audit Committee 

 

The purpose of the Audit Committee is to augment and improve financial disclosure and to ensure the Corporation’s 

compliance with disclosure requirements. The Audit Committee is responsible for overseeing the Corporation’s 

accounting policies, financial reporting procedures, internal controls, and management information systems and for 

reviewing the scope, terms, findings and results of internal and external audits of the Corporation. The Audit 

Committee maintains direct communications with the Corporation’s external auditors and the Corporation senior 

officers responsible for accounting and financial matters. The Audit Committee has met in person or electronically 

on a quarterly basis for each of the last two financial years. 

The board of directors has adopted an Audit Committee Charter (set out in Schedule “A” hereto), which provides 

appropriate guidance to Audit Committee members as to their duties.  

 

The Audit Committee comprises three independent and financially literate directors: Mr. Smith as Chairman and 

Messrs. McIntyre, and Cole. “Independent” and “financially literate” have the meaning used in the Multilateral 

Instrument 52-110 of the Canadian Securities Administrators. The Audit Committee complies with all applicable 

statutory requirements, including the relationship of the number of outside directors to inside directors.  

 

Additional Audit Committee information is set out in Schedule “B”.  
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Compensation Committee 

 

The Compensation Committee assists the board of directors in fulfilling its responsibilities relating to matters of 

human resources and compensation, including equity compensation, and to establish a plan of continuity and 

development of senior management. This committee has responsibility for evaluating and making recommendations 

to the board of directors regarding the compensation of the Corporation’s executives and the equity-based and 

incentive compensation plans, policies, and programs of the Corporation. In addition, the Compensation Committee 

produces an annual report on executive officer compensation for inclusion where appropriate in the Corporation’s 

disclosure documents. 

The board of directors has adopted a Compensation Committee Charter which provides appropriate guidance to 

Compensation Committee members as to their duties.  

 

The Compensation Committee comprises three independent and unrelated directors: Messrs. Irwin, McIntyre and 

Cole.   

 

Nominating Committee 

 

The Nominating Committee assists the board of directors in fulfilling its responsibilities by evaluating, developing, 

and making recommendations with respect to the process and structure used to supervise the business and affairs of 

the Corporation, with the objective of enhancing the Corporation’s performance and shareholder value.  

The board of directors has adopted a Corporate Governance and Nominating Committee Charter which provides 

appropriate guidance to Corporate Governance and Nominating Committee members as to their duties.  

 

The Corporate Governance and Nominating Committee is comprised of six directors: Messrs. Cole, Ciavarella, 

Gibson, Irwin, McIntyre and Smith. 

Corporate Cease Trade Orders and Bankruptcies 

Other than as described below, none of the directors or executive officers of the Corporation or, to its knowledge, 

shareholders holding sufficient Common Shares to materially affect the control of the Corporation are, or within the 

previous 10 years, have been a director or executive officer of any other issuer that, while acting in such capacity,  

(i) was the subject of a cease trade or a similar order or an order that denied the issuer access to any 

exemptions under securities legislation for a period of more than 30 consecutive days; 

(ii) was subject to an event that resulted, after the director or executive officer ceased to be a director or 

executive officer, in the issuer  being the subject of a cease trade or similar order or an order that denied the 

issuer access to any exemption under securities legislation, for a period of more than 30 consecutive days; 

or  

(iii) or within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any 

legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, 

arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold 

the assets of such issuer. 

 

The Corporation 

 

In 2003, for failing to file its interim financial statements for the period ended March 31, 2003 with the local 

securities regulatory authority or regulator in British Columbia, Alberta, Ontario, and Quebec, and, in the case of 

Ontario, for failure to pay annual participation fees, as required by the Securities Act (Ontario), the Corporation 

became subject to orders directing that trading in its securities cease. These failures were due to a lack of funds to 

pay for the preparation and audit of the above statements and to effect payment of such fees at that time.  

 

All of these cease trade orders were subsequently revoked. The issuance of the cease trade orders and their 

subsequent revocations are dated as follows: (a) issued by the Ontario Securities Commission on June 6, 2003 and 
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revoked on August 11, 2005; (b) issued by the British Columbia Securities Commission on July 16, 2003 and 

revoked on November 3, 2005; (c) issued by the Alberta Securities Commission on September 26, 2003 and revoked 

on October 25, 2005; and (d) issued by the Quebec Autorité des Marches Financiers on June 10, 2003 and revoked 

on September 28, 2005. 

Chris Irwin 

Mr. Irwin was formerly a director and Corporate Secretary of Straight Forward Marketing Corporation, which was 

subject to: (i) a management cease trade order resulting from a failure to file financial statements (the cease trade was 

ordered on October 2004 and remained in effect until February 2005); and (ii) a management cease trade order resulting 

from a failure to file financial statements ordered on November 2, 2005 and has not been rescinded as of the date hereof.  

In addition, Mr. Irwin is a director, President and Corporate Secretary of Brighter Minds Media Inc., which is subject to a 

cease trade order resulting from a failure to file financial statements dated May 8, 2009 and May 20, 2009. 

Personal Bankruptcies 

Within the previous 10 years of the date of this AIF none of the directors or executive officers of the Corporation or, 

to the Corporation’s knowledge, shareholders holding sufficient Common Shares to materially affect the control of 

the Corporation have become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency 

or became subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, 

receiver manager or trustee appointed to hold their assets.  

Personal Penalties and Sanctions 

None of the directors or executive officers of the Corporation or, to the Corporation’s knowledge, shareholders 

holding sufficient Common Shares to materially affect the control of the Corporation have been subject to: 

(i) any penalties or sanctions proposed by a court relating to securities legislation or by a securities regulatory 

authority or have entered into a settlement agreement with a securities regulatory authority; or  

(ii) any other penalties or sanctions imposed by a court or regulatory body that would likely be considered 

important to a reasonable investor in making an investment decision.  

Conflicts of Interest 

Certain officers and directors of the Corporation are officers and directors of, or are associated with, other natural 

resource companies that acquire interests in mining properties. Such associations may give rise to conflicts of 

interest from time to time. The directors are required by law, however, to act honestly and in good faith with a view 

to the best interest of the Corporation and its shareholders and to disclose any personal interest which they may have 

in any material transaction which is proposed to be entered into with the Corporation and to abstain from voting as a 

director for the approval of any such transaction. 

Chris Irwin, a director of the Corporation, is a partner at a firm which provides legal services to the Corporation and 

for which that firm receives fees. 

LEGAL PROCEEDINGS 

The Corporation is not a party to, nor is any of its property the subject of, any material legal proceedings or 

regulatory actions, and no such proceedings or actions are known to the Corporation to be contemplated, other than:  

 

1. an action commenced in the Ontario Superior Court of Justice between Alex MacIntyre & Associates 

Limited, as Plaintiff, and the Corporation, as Defendant, being Court File No. CV-5707/14 SR; 

 

2. arbitration commenced by QMX Gold Corporation (“QMX”) pursuant to an agreement dated June 1, 2013 

between QMX and the Corporation; 
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3. complaint for breach of contract, unjust enrichment and quantum meruit, filed on November 15, 2013, in 

the United States District Court District of Arizona between Rural Arizona Maintenance Specialists, LLC, 

as Plaintiff, and American Bonanza Gold Corp. and Bonanza Explorations Inc., as Defendants; and 

 

4. complaint for breach of contract, unjust enrichment and prompt pay, filed on July 24, 2014, in the Arizona 

State Superior Court, Maricopa County, between Empire Southwest, LLC, as Plaintiff, and Bonanza 

Explorations Inc., and Does I-X, presently unknown persons, partnerships, associations and/or 

corporations, as Defendants. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

No director or executive officer of the Corporation, no person or company that is the direct or indirect beneficial 

owner of, or who exercises control or direction over, more than 10% of any class or series of the Corporation`s 

outstanding voting securities and no associate or affiliate of any of such persons or companies has any material 

interest, direct or indirect, in any transaction within the three most recently completed financial years or during the 

current financial year that has materially affected or will materially affect the Corporation.  

AUDITOR, TRANSFER AGENT AND REGISTRAR 

 

The Corporation`s current auditor is Ernst & Young LLP, 222 Bay Street, P.O. Box 251, Toronto, Ontario M5K 1J7. 

 

The Corporation’s registrar and transfer agent is TMX Equity Transfer Services, 200 University Avenue, Suite 300, 

Toronto, Ontario, M5H 4H1. 

INTERESTS OF EXPERTS 

Names of Experts 

The following persons, firms, and companies are named as having prepared or certified a statement, report or 

valuation described or included in a filing, or referred to in a filing, made under National Instrument 51-102 

Continuous Disclosure Obligations by the Corporation during, or relating to, its most recently completed financial 

year and whose profession or business gives authority to the statement, report or valuation made by the person, firm 

or company. 

 

Name, Firm & Location Description 

Ernst & Young LLP, 222 Bay Street, P.O. Box 251, Toronto, Ontario M5K 1J7 Auditors of the Corporation 

Martin Drennan, Python Mining Consultants Inc., 173 Bold Street, Hamilton, 

Ontario, L8P 1V4 

Qualified Person 

Interests of Experts 

Ernst & Young LLP has advised the Corporation that it is independent of the Corporation within the rules of 

professional conduct of the Institute of Chartered Accountants of Ontario.  

As of the date hereof, to the Corporation’s knowledge, the other experts named in the foregoing section beneficially 

own, directly or indirectly, less than one percent of the securities of the Corporation.  

None of such experts and no director, officer or employee of such experts is or is expected to be elected, appointed 

or employed as a director, officer or employee of the Corporation or of any associate or affiliate of the Corporation. 
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ADDITIONAL INFORMATION 

Additional information, including directors’ and officers’ remuneration and indebtedness, principal holders of the 

securities of the Corporation, securities authorized for issuance under equity compensation plans, where applicable, 

is contained in the Information Circular of the Corporation for its most recent annual meeting of shareholders.  

Additional financial information is provided in the financial statements and management’s discussion and analysis 

of the Corporation for its most recently completed financial year, all of which are filed on SEDAR. See Schedules 

“A” and “B” for particulars of the Audit Committee’s charter, its members and related matters.  

Other additional information relating to the Corporation may be found on SEDAR at www.sedar.com.  
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SCHEDULE “A” 

AUDIT COMMITTEE CHARTER 

 

NAME 

 

There shall be a committee of the board of directors (the “Board”) of Kerr Mines Inc. (the “Company”) known as 

the Audit Committee. 

 

PURPOSE OF AUDIT COMMITTEE 

 

The Audit Committee has been established to assist the Board in fulfilling its oversight responsibilities with respect 

to the following principal areas: 

(a) the Corporation’s external audit function; including the qualifications, independence, appointment 

and oversight of the work of the external auditors;  

(b) the Corporation’s accounting and financial reporting requirements; 

(c) the Corporation’s reporting of financial information to the public; 

(d) the Corporation’s compliance with law and regulatory requirements; 

(e) the Corporation’s risks and risk management policies; 

(f) the Corporation’s system of internal controls and management information systems; and 

(g) such other functions as are delegated to it by the Board. 

 

Specifically, with respect to the Corporation’s external audit function, the Audit Committee assists the Board in 

fulfilling its oversight responsibilities relating to: the quality and integrity of the Corporation’s financial statements; 

the independent auditors’ qualifications; and the performance of the Corporation’s independent auditors. 

 

COMPOSITION 

 

The Audit Committee shall consist of as many members as the Board shall determine but, in any event not fewer 

than three directors appointed by the Board. Each member of the Audit Committee shall continue to be a member 

until a successor is appointed, unless the member resigns, is removed or ceases to be a director of the Corporation. 

The Board, following consideration of the recommendation of the Nominating Committee, may fill a vacancy which 

occurs in the Audit Committee at any time. 

 

Members of the Audit Committee shall be selected based upon the following and in accordance with applicable 

laws, rules and regulations: 

(a) Director. Every audit committee member must be a director of the Corporation. 

(b) Financially Literate. Each member shall be financially literate or must become financially literate 

within a reasonable period of time after his or her appointment to the Audit Committee. For these 

purposes, an individual is financially literate if he or she has the ability to read and understand a 

set of financial statements that present a breadth and level of complexity of accounting issues that 

are generally comparable to the breadth and complexity of the issues that can reasonably be 

expected to be raised by the Corporation’s financial statements. 

(c) Independence. Each audit committee member shall be independent as defined by Section 1.4 of 

the Canadian Securities Administrators Multilateral Instrument 52-110. 
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CHAIR AND SECRETARY 

 

The Chair of the Audit Committee shall be designated by the Board. If the Chair is not present at a meeting of the 

Audit Committee, the members of the Audit Committee may designate an interim Chair for the meeting by majority 

vote of the members present. The Secretary of the Corporation shall be the Secretary of the Audit Committee, 

provided that if the Secretary is not present, the Chair of the meeting may appoint a secretary for the meeting with 

the consent of the Audit Committee members who are present. A member of the Audit Committee may be 

designated as the liaison member to report on the deliberations of the Audit Committees of affiliated companies (if 

applicable). 

 

MEETINGS 

 

The Chair of the Audit Committee, in consultation with the Audit Committee members, shall determine the schedule 

and frequency of the Audit Committee meetings provided that the Audit Committee will meet at least four times in 

each fiscal year and at least once in every fiscal quarter. The Audit Committee shall have the authority to convene 

additional meetings as circumstances require. 

 

Notice of every meeting shall be given to the external and internal auditors of the Corporation, and meetings shall be 

convened whenever requested by the external auditors or any member of the Audit Committee in accordance with 

applicable law. The Audit Committee shall meet separately and periodically with management and legal counsel. 

The Audit Committee shall meet separately with the external auditors at every meeting of the Audit Committee at 

which external auditors are present. 

 

MEETING AGENDAS 

 

Agendas for meetings of the Audit Committee shall be developed by the Chair of the Audit Committee in 

consultation with the management and the corporate secretary, and shall be circulated to Audit Committee members 

as far in advance of each Audit Committee meeting as is reasonable. 

 

RESOURCES AND AUTHORITY 

 

The Audit Committee shall have the resources and the authority to discharge its responsibilities, including the 

authority, in its sole discretion, to engage, at the expense of the Corporation, outside consultants, independent legal 

counsel and other advisors and experts as it determines necessary to carry out its duties, without seeking approval of 

the Board or management. 

 

The Audit Committee shall have the authority to conduct any investigation necessary and appropriate to fulfilling its 

responsibilities, and has direct access to and the authority to communicate directly with the external auditors, the 

counsel of the Corporation and other officers and employees of the Corporation. 

 

The members of the Audit Committee shall have the right for the purpose of performing their duties to inspect all 

the books and records of the Corporation and its subsidiaries and to discuss such accounts and records and any 

matters relating to the financial position, risk management and internal controls of the Corporation with the officers 

and external auditors of the Corporation and its subsidiaries. Any member of the Audit Committee may require the 

external auditors to attend any or every meeting of the Audit Committee. 

 

RESPONSIBILITIES 

 

The Corporation’s management is responsible for preparing the Corporation’s financial statements and the external 

auditors are responsible for auditing those financial statements. The Audit Committee is responsible for overseeing 

the conduct of those activities by the Corporation’s management and external auditors, and overseeing the activities 

of the internal auditors. 

 

The specific responsibilities of the Audit Committee shall include those listed below. The enumerated 

responsibilities are not meant to restrict the Audit Committee from examining any matters related to its purpose. 
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1. Financial Reporting Process and Financial Statements 

 

The Audit Committee shall: 

(a) in consultation with the external auditors and Chief Financial Officer, review the integrity of the 

Corporation’s financial reporting process, both internal and external, and any major issues as to 

the adequacy of the internal controls and any special audit steps adopted in light of material 

control deficiencies; 

(b) review all material transactions and material contracts entered into between (i) the Corporation or 

any subsidiary of the Corporation, and (ii) any subsidiary, director, officer, insider or related party 

of the Corporation, other than transactions in the ordinary course of business; 

(c) review and discuss with management and the external auditors: (i) the preparation of Company’s 

annual audited consolidated financial statements and its interim unaudited consolidated financial 

statements; (ii) whether the financial statements present fairly (in accordance with Canadian 

generally accepted accounting principles) in all material respects the financial condition, results of 

operations and cash flows of the Corporation as of and for the periods presented; (iii) any matters 

required to be discussed with the external auditors according to Canadian generally accepted 

auditing standards; (iv) an annual report by the external auditors describing: (A) all critical 

accounting policies and practices used by the Corporation; (B) all material alternative accounting 

treatments of financial information within generally accepted accounting principles that have been 

discussed with management of the Corporation, including the ramifications of the use such 

alternative treatments and disclosures and the treatment preferred by the external auditors; and (C) 

other material written communications between the external auditors and management; 

(d) following completion of the annual audit, review with each of management and the external 

auditors, any significant issues, concerns or difficulties encountered during the course of the audit; 

(e) resolve disagreements between management and the external auditors regarding financial 

reporting; 

(f) review the interim quarterly and annual financial statements and annual and interim press releases 

prior to the release of earnings information; and 

(g) review and be satisfied that adequate procedures are in place for the review of the public 

disclosure of financial information by the Corporation extracted or derived from the Corporation’s 

financial statements, other than the disclosure referred to in (f), and periodically assess the 

adequacy of those procedures. 

 

2. External auditors 

 

The Audit Committee shall: 

(a) require the external auditors to report directly to the Audit Committee; 

(b) be directly responsible for the selection, nomination, compensation, retention, termination and 

oversight of the work of the Corporation’s external auditors engaged for the purpose of preparing 

or issuing an auditor’s report or performing other audit, review or attest services for the 

Corporation, and in such regard recommend to the Board the external auditors to be nominated for 

approval by the shareholders; 

(c) approve all audit engagements and must pre-approve the provision by the external auditors of all 

non-audit services, including fees and terms for all audit engagements and non-audit engagements, 
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and in such regard the Audit Committee may establish the types of non-audit services the external 

auditors shall be prohibited from providing and shall establish the types of audit, audit related and 

non-audit services for which the Audit Committee will retain the external auditors. The Audit 

Committee may delegate to one or more of its members the authority to pre-approve non-audit 

services, provided that any such delegated pre-approval shall be exercised in accordance with the 

types of particular non-audit services authorized by the Audit Committee to be provided by the 

external auditor and the exercise of such delegated pre-approvals shall be presented to the full 

Audit Committee at its next scheduled meeting following such pre-approval; 

(d) review and approve the Corporation’s policies for the hiring of partners and employees and former 

partners and employees of the external auditors; 

(e) consider, assess and report to the Board with regard to the independence and performance of the 

external auditors; and 

(f) request and review the audit plan of the external auditors as well as a report by the external 

auditors to be submitted at least annually regarding: (i) the external auditing firm’s internal 

quality-control procedures; (ii) any material issues raised by the external auditor’s own most 

recent internal quality-control review or peer review of the auditing firm, or by any inquiry or 

investigation by governmental or professional authorities within the preceding five years 

respecting one or more independent audits carried out by the external auditors, and any steps taken 

to deal with any such issues. 

 

3. Accounting Systems and Internal Controls 

 

The Audit Committee shall: 

(a) oversee management’s design and implementation of and reporting on internal controls. The Audit 

Committee shall also receive and review reports from management, the internal auditors and the 

external auditors on an annual basis with regard to the reliability and effective operation of the 

Corporation’s accounting system and internal controls; and 

(b) review annually the activities, organization and qualifications of the internal auditors and discuss 

with the external auditors the responsibilities, budget and staffing of the internal audit function. 

 

4. Legal and Regulatory Requirements 

 

The Audit Committee shall: 

(a) receive and review timely analysis by management of significant issues relating to public 

disclosure and reporting; 

(b) review, prior to finalization, periodic public disclosure documents containing financial 

information, including the Management’s Discussion and Analysis and Annual Information Form, 

if required; 

(c) prepare the report of the Audit Committee required to be included in the Corporation’s periodic 

filings; 

(d) review with the Corporation’s counsel legal compliance matters, significant litigation and other 

legal matters that could have a significant impact on the Corporation’s financial statements; and 

(e) assist the Board in the oversight of compliance with legal and regulatory requirements and review 

with legal counsel the adequacy and effectiveness of the Corporation’s procedures to ensure 

compliance with legal and regulatory responsibilities. 
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5. Additional Responsibilities 

 

The Audit Committee shall: 

(a) discuss policies with the external auditor and management with respect to risk assessment and risk 

management; 

(b) establish procedures and policies for the following: 

(i) the receipt, retention, treatment and resolution of complaints received by the Corporation 

regarding accounting, internal accounting controls or auditing matters; and 

(ii) the confidential, anonymous submission by directors or employees of the Corporation of 

concerns regarding questionable accounting or auditing matters or any potential 

violations of legal or regulatory provisions; 

(c) prepare and review with the Board an annual performance evaluation of the Audit Committee; 

(d) report regularly to the Board, including with regard to matters such as the quality or integrity of 

the Corporation’s financial statements, compliance with legal or regulatory requirements and the 

performance and independence of the external auditors; and 

(e) review and reassess the adequacy of the Audit Committee’s Charter on an annual basis. 

 

6. Limitation on the Oversight Role of the Audit Committee 

 

Nothing in this Charter is intended, or may be construed, to impose on any member of the Audit Committee a 

standard of care or diligence that is in any way more onerous or extensive than the standard to which all members of 

the Board are subject. 

 

Each member of the Audit Committee shall be entitled, to the fullest extent permitted by law, to rely on the integrity 

of those persons and organizations within and outside the Corporation from whom he or she receives financial and 

other information, and the accuracy of the information provided to the Corporation by such persons or organizations. 

 

While the Audit Committee has the responsibilities and powers set forth in this Charter, it is not the duty of the 

Audit Committee to plan or conduct audits or to determine that the Corporation’s financial statements and 

disclosures are complete and accurate and in accordance with generally accepted accounting principles in Canada 

and applicable rules and regulations. These are the responsibility of management and the external auditors. 

 

 

Approved by the Board of Directors  
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SCHEDULE “B” 

AUDIT COMMITTEE INFORMATION 

Composition of the Audit Committee 

 The Audit Committee consists of three directors. The following table sets out their names and whether they 

are ‘independent’ and ‘financially literate’.   

  

Name of Member Independent(1) Financially Literate(2) 

Stephen McIntyre Yes Yes 

George Cole Yes Yes 

Gregory Smith  Yes Yes 

(1) To be considered to be independent, a member of the Committee must not have any direct or indirect 

‘material relationship’ with the Corporation. A material relationship is a relationship which could, in the 

view of the Board of Directors of the Corporation, reasonably interfere with the exercise of a member’s 

independent judgement.  

(2) To be considered financially literate, a member of the Committee must have the ability to read and 

understand a set of financial statements that present a breadth and level of complexity of accounting issues 

that are generally comparable to the breadth and complexity of the issues that can reasonably be expected 

to be raised by financial statements of the Corporation. 

Relevant Education and Experience 

The education and experience of each audit committee member that is relevant to the performance of his 

responsibilities as an audit committee member and, in particular, any education or experience that would provide the 

member with: 

(a) an understanding of the accounting principles used by the Corporation to prepare its financial 

statements; 

(b) the ability to assess the general application of such accounting principles in connection with the 

accounting for estimates, accruals and reserves; 

(c) experience preparing, auditing, analyzing or evaluating financial statements that present a breadth 

and level of complexity of accounting issues that are generally comparable to the breadth and 

complexity of issues that can reasonably be expected to be raised by the Corporation’s financial 

statements, or experience actively supervising one or more persons engaged in such activities; and 

(d) an understanding of internal controls and procedures for financial reporting: 

are as follows:  

Stephen McIntyre: Over 38 years experience as senior oil and gas manager and an accomplished explorationist. 

George Cole:  Mr. Cole holds a Masters of Science in Geology and has over 30 years experience in the mining 

industry. Mr. Cole has served as a director for a number of public companies. 

Gregory Smith: Mr. Smith holds a B. Com, Chartered Accountant Practicing Chartered Accountant for 30 years / 

CFO of various companies. 
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Reliance on Certain Exemptions  

Since the commencement of the Corporation’s most recently completed financial year, the Corporation has not 

relied on any of the exemptions set out in section 2.4 (De Minimis Non-audit Services), section 3.2 (Initial Public 

Offerings), section 3.4 (Events Outside Control of Member), section 3.5 (Death, Disability or Resignation of Audit 

Committee Member), in subsection 3.3(2) (Controlled Companies), in section 3.6 (Temporary Exemption for 

Limited and Exceptional Circumstances), or section 3.8 (Acquisition of Financial Literacy) of Multilateral 

Instrument 52-110 Audit Committees (“MI 52-110”), or an exemption from this Instrument, in whole or in part, 

granted under Part 8 (Exemptions) of MI 52-110. 

Audit Committee Oversight 

Since the commencement of the Corporartion’s most recently completed financial year, there has not been a 

recommendation of the Audit Committee to nominate or compensate an external auditor which was not adopted by 

the Board of Directors.  

Pre-Approval Policies and Procedures 

The Audit Committee reviews and pre-approves all audit-related services, and any non-audit services, to be provided 

by, and the estimated fees and other compensation related thereto to be paid to (or establishing a limit for such fees 

and compensation), its auditor.   

External Auditor Service Fees (By Category) 

The following table discloses the fees billed to the Corporation by its external auditor during the last two financial 

years.   

 

Financial Year Ending Audit Fees  Audit Related Fees Tax Fees All Other Fees 

June 30, 2014 $78,000 -- -- $21,000 

June 30, 2013 $77,371 -- -- -- 

 


