
 

 

 

 
 

ANNUAL MANAGEMENT’S DISCUSSION AND ANALYSIS REPORT   
JUNE 30, 2016 

 

The objective of this Management's Discussion and Analysis Report ("MD&A") released by Metanor Resources Inc. 
(the "Company" ) is to allow the reader to assess our operating and exploration results as well as our financial 
position for the year ended June 30, 2016 compared to the previous year. This report, dated October 21, 2016, 
should be read in conjunction with the audited financial statements for the years ended June 30, 2016 and 2015, as 
well as with the accompanying notes. The financial statements are presented in accordance with International 
Financial Reporting Standards (“IFRS”). Unless otherwise indicated, all amounts are in Canadian dollars.  
 
 
Further information regarding the Company and its operations are filed electronically on the System for Electronic 
Document Analysis and Retrieval (SEDAR) in Canada and can be obtained from www.sedar.com.  
 
FORWARD LOOKING INFORMATION  
 
Some statements included in this annual analysis constitute prospective information concerning anticipated 
developments or conditions likely to occur or to occur at a later date. The Company’s actual results including other 
developments or conditions could thus significantly differ from those presented in the prospective statements 
because of a certain number of risks, uncertainties, and other factors, including, but without being limited to, risks 
related to legislative modifications in the mining industry, the Company’s ability to benefit from the technologies, and 
additional financial needs, as well as the Company’s capacity to obtain those financings. It is as such recommended 
not to rely unduly on those prospective statements since plans, intentions or expectations on which they are based 
may not materialize. 
 
CORPORATE INFORMATION, NATURE OF ACTIVITIES AND GOING CONCERN 
 
Metanor Resources Inc. was incorporated on January 10, 2003 under the Canada Business Corporations Act. Its 
head office is located at 2872 Chemin Sullivan, Suite 2, Val-d'Or, Quebec, J9P 0B9, phone: 819 825-8678, email: 
info@metanor.ca. The Company is listed in the Tier 1 at the TSX Venture Exchange under the MTO.V symbol.  
 
The Company is engaged in the production and sale of gold, as well as the exploration and development of mining 
properties. The recoverability of the amounts shown for mining properties is dependent upon the existence of 
economically recoverable ore reserves, the ability of the Company to obtain necessary financing to complete the 
exploration and development of its properties and the proceeds from the disposal of properties.  
 
For the year ended June 30, 2016, the Company generated a loss of $2,525,011 and has a deficit of $71,842,365 as 
at that date. In addition to its current working capital requirements, the Company must obtain additional financing to 
meet its commitments and obligations in respect to its exploration and evaluation programs, its funds reserved for 
exploration following the issuance of flow-through shares and its long-term debt contractual commitments.  
 
The Company's ability to continue as a going concern depends on its ability to realize its assets and to obtain 
additional financing. Even if the Company has been successful in the past in doing so, there is no assurance that it 
will manage to obtain additional financing in the future and no guarantees that the financing sources or initiatives will 
be accessible to the Company or that they will be available under such conditions acceptable for the Company. As a 
result, these conditions indicate the existence of a material uncertainty which may cast significant doubt about the 
Company’s ability to continue as a going concern.  
 
The Board of Directors is composed of: Serge Roy (Chairman), Ghislain Morin (President and Chief Executive 
Officer), Ron Perry (treasurer), Michel Fontaine *, Tristram Robert Coffin*, and Robert C. Bryce* (*member of the 
Audit Committee). 
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FINANCIALS AND OPERATIONAL HIGHLIGHTS FOR THE QUARTER AND YEAR ENDED 
JUNE 30

TH
, 2016  

 
 
 Bachelor Property (Quarterly results)  
 

 Gold production of 8,502 ounces of gold.  
 
 Gold sales of 9,887 ounces. 
 
 Total of $15,492,036 in revenues from gold sales at an average sale price of CND$1,567 per 

ounces sold (US$1,216/oz using an exchange rate of US$0.78/CND$1.00). 
 
 Cash cost

1
 of CND$1,207 per ounce sold (US$ 937/oz using an exchange rate of 

US$0.78/CND$1.00). 
 
 Sustaining cost

2
 of CND$1,448 per ounce sold (US$ 1,123/oz using an exchange rate of 

US$0.78/CND$1.00). 
 
 All-In cost

3
 of CND$ 1,608 per ounce sold (US$ 1,248/oz using an exchange rate of 

US$0.78/CND$1.00). 
 
 Impairment of property, plant and equipment of $ 3,050,000 as at June 30, 2016.   

 
 
 Bachelor Property (Annual results) 
 

 Gold production of 33,450 ounces. 
 
 Gold sales of 33,890 ounces. 
 
 Total of $48,313,864 in revenues from gold sales at an average sale price of CND$1,426 per 

ounces sold (US$1,094/oz using an exchange rate of US$0.77/CND$1.00). 
 

 Cash cost
1
 of CND$1,212 per ounce sold (US$ 929/oz using an exchange rate of 

US$0.77/CND$1.00). 
 
 Sustaining cost

2
 of CND$1,419 per ounce sold (US$ 1,089/oz using an exchange rate of 

US$0.77/CND$1.00). 
 

 All-In cost
3
 for of CND$ 1,539 per ounce sold (US$ 1,181/oz using an exchange rate of 

US$0.77/CND$1.00). 
 

 Impairment of property, plant and equipment of $ 3,050,000 as at June 30, 2016.   
 

 
 Note 

 

1. The cash cost is composed of all costs related to the mineral extraction and processing including 
royalties associated to the property, and by-product credit. 

 
2. The sustaining cost is composed of the cash cost, and all costs related to sustain the existing 

operation such as capital and exploration expenses at the existing mines, and the corporate 
administration costs. 

 
3. The all-in cost is composed of the sustaining cost and all costs related to corporate exploration 

and evaluation of properties not into production. 
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FINANCIALS AND OPERATIONAL HIGHLIGHTS FOR THE QUARTER AND YEAR ENDED 
JUNE 30

TH
, 2016 (Continued) 

 
Barry Property  
 

 Update of the resources of the Barry open pit published June 22
nd

, 2016 and revised 
September 21

st
, 2016. 

 

 Measured and indicated resources of 188,000 ounces of gold from 4,365,000 tonnes at a grade of  
  1.34 g/t (base case open pit mining with milling at Bachelor Mill). 

 
 Reversal of impairment of $11,127,169 as at June 30, 2016. 

 
Administration 
 

 The company had a net loss and comprehensive loss of $2,525,011 for the year ended 
June 30, 2016.  
 

 The company had a net income and comprehensive income of $5,236,417 for the quarter ended 
June 30, 2016.  
 

 The company had a treasury of $1,888,938 on June 30, 2016. 
 

 
 
OPERATION SUMMARY 
 
 
BACHELOR MINE 
 
The Bachelor Mine is located 4 km south of highway 113, 90 km north-east of the city of Lebel-sur-Quévillon, 
Québec, Canada. The project began in November 2010. The Company published an independent NI 43-101 
Technical Report in 2011 presenting a prefeasibility study of the Bachelor Project. In July 2012, the Company 
completed its bulk sampling campaign at the Bachelor Project.  In July 2012, the Company announced that it would 
begin the construction and development of the mine to bring the project toward commercial production state, and in 
December of 2013, the Bachelor Mine reached the commercial production status. Since that time, the mine has been 
extracting and selling gold, while it continues to conduct exploration and definition drillings around the Bachelor Mine 
on order to discover additional ounces of gold. 
 
The mine is connected to the provincial electrical grid, is linked to the world with high-speed internet and has mobile 
phone service on site. Also, the mine has a sleep camp to lodge and cater to all the workers. The employees are 
working on a 7in/7out schedule, and are split into 4 teams operating 7 days per week, and 24 hours per day.  The 
mill and tailing facility are fully functional with all the social and environmental licenses.  
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OPERATION SUMMARY (Continued) 
 
BACHELOR MINE (Continued) 
 
 

 Three months ended Twelve months ended 

Operation results June 30
TH

 2016 June 30
TH

 2015 June 30
TH

 2016 June 30
TH

 2015 

Tonnes milled (Tonnes) 61,002 58,498 232,603 234,825 

Feed grade (g/T) 4.5 5.7 4.6 5.5 

Mill recovery rate (%) 96.1% 96.5% 96.4% 96.5% 

Ounces produced 8,502 10,277 33,450 40,067 

Ounces sold 9,887 10,626 33,890 41,242 

Underground development  (meters) 1,559 1,379 6,492 6,636 

Diamond drilling (meters) 24,557 9,301 66,748 31,001 

 
Underground Development and construction 
 
The development of the access drifts toward the mineralized zones continued during the quarter ended 
June 30

th
, 2016 with 1,559 m of drifts completed. The development was mainly in the western section of Hewfran 

levels 6, 8, and 14. Development has also included the construction of a ramp below level 14 to access the Main ore 
zone between levels 14 and 15.  In the coming quarters, the development will continue in the Hewfran sector to the 
west, and below level 14 in the Main vein. 
 
For the quarter, a total of 61,002 tonnes of ore at a grade of 4.5 grams per tonne was processed at the mill at a 
recovery rate of 96.1% which resulted in a production of 8,502 ounces of gold.  During the quarter, 40% of the ore 
extracted came from the A and B veins. The A and B veins have mineralisation over a thickness between 1 to 2 
meters. The mining method used at Bachelor is long hole stoping mining with sub-level. It is an efficient method with 
low extracting costs, but can generate important dilution if the structure is narrow as was completed in the A and B 
veins. In the pre-feasibility report published in April 2011, the overall planned dilution rate was 10%. In the A and B 
veins, the dilution rate was closer to 40% due to the narrow nature of the veins. This resulted in lower feed grade at 
the mill and had a negative impact on the cost of sales. 
 
Since the start of the operation in 2010 until June 30

th
, 2016, 151,374 ounces of gold have been extracted from the 

Bachelor mine. The proven and probable reserves of the technical report published in April 2011 provided for an 
expectation of 200,177 ounces of gold.  According to this report dated of 2011, there would be 48,803 ounces left to 
extract before exhaustion of the reserves. To assess the current situation, the Company has mandated the geology 
consulting firm MRB & Associates from Val-d’Or to determine the resources and reserves of the Bachelor mine on 
July 31

st
, 2016. This technical report is planned to be published by December 31

st
, 2016. 
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OPERATION SUMMARY (Continued) 
 
Underground Development and construction (Continued) 
 
In the coming months, the production will gradually come from the Hewfran sector. The grade and thickness is 
generally higher in the Hewfran sector. Therefore, the feed grade will continue to increase as the production 
gradually comes from the Hewfran sector. Overall, for the sectors planned to be mined, a dilution rate of 25% was 
used to estimate the feed grade expected at the mill for the year 2017. For 2017, the Company plans to produce 
between 28,000 and 33,000 ounces of gold. 
 
On June 30, 2016, the Company recorded an impairment of property, plant and equipment of $3,050,000 which is 
detailed on page 19 in the schedule of Property, plant and equipment for the mining site in production. 
 
 
Bachelor Mine Exploration 
 
The exploration and definition drilling continued during this quarter ended June 30

th
, 2016. The definition drilling 

program was targeting the Hewfran sector between levels 5 and 10. The exploration drilling continued in the Hewfran 
sector on level 14 to verify the extension of the Hewfran stopes below level 8. In the coming quarters, the exploration 
program will continue to focus on the Hewfran sector between levels 10 and 14 to verify the extension below level 
10.   
 
 
SELECTED ANNUAL INFORMATION  
 
 

 2016  2015  2014  

   $  $  $  

Revenue 48,313,864  55,097,921  38,488,620  

Gross profit (loss) (4,736,333)  (1,332,257)  3,508,261  

Net loss and comprehensive loss (2,525,011)  (6,264,748)  (2,875,391)  

Operating cash flow 500,252  2,179,549  5,804,077  

Net cash flow (1,154,790)  (2,685,759)  2,982,672  

       

       

Cash and cash equivalents 1,888,938  3,043,728  5,729,487  

Working capital (768,473)  1,094,604  693,949  

Total assets 92,711,449  91,902,745  106,619,619  

Total non-current financial liabilities (excluding 
unearned revenue) 

 
18,341,654 

  
17,320,412 

  
19,718,330 

 

Basic and diluted loss per share (0.01)  (0.02)  (0.01)  
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OPERATING LOSS 
 
During the quarter ended June 30, 2016, the operating income totaled $6,162,768 compared to a loss of $1,503,017 
in 2015. The revenue, cost of sales and gross loss totaled $15,492,036, $15,636,711 and $144,675 respectively 
compared to $13,989,447, $14,424,851 and $435,404 in 2015. This increase of $7,665,785 is mainly explained by 
the reversal of an impairment charge on exploration and evaluation assets of $10,586,490 and the impairment of 
property, plant and equipment of $3,050,000. 
 
During the year ended June 30, 2016, the operating loss totaled $803,008 compared to $6,202,561 in 2015. The 
revenue, cost of sales and gross loss totaled $48,313,864, $53,050,197 and $4,736,333 respectively compared to 
$55,097,921, $56,430,178 and $1,332,257 in 2015. This increase of $5,399,553 is mainly explained by the decrease 
in the gross loss of $3,404,076 and the impairment of property, plant and equipment of $3,050,000 offset by the 
reversal of an impairment charge on exploration and evaluation assets of $10,063,517, the reversal of provision of 
$1,150,000 and the recovery of Part Xll.6 income taxes of $305,361.   
 
The mining properties, development costs and underground infrastructures are amortized using the unit-of-
production method on the useful life of the mine. The depletion rate is calculated in accordance with the number of 
ounces of gold sold using proven and probable reserves and a portion of resources that the Company expects to 
convert into reserves. During the year ended June 30, 2016, the depreciation and depletion was calculated with 
33,890 ounces sold on a total of 212,889 ounces. The calculated amount of depreciation and depletion could be 
reduced if, following the underground exploration program, the proven and probable ounces were increased. 
 
 
NET LOSS AND COMPREHENSIVE LOSS 
 
 
For the quarter ended June 30, 2016, the Company realized a net income and comprehensive income of $5,236,417 
or $0.012 per basic and diluted share compared to a net loss and comprehensive loss of $1,578,196 or ($0.004) per 
basic and diluted share for the corresponding quarter of 2015. This difference of $6,814,613 is mainly explained by 
the increase in income taxes of $1,325,343 and the impairment of property, plant and equipment of $3,050,000 offset 
by the reversal of an impairment charge on exploration and evaluation assets of $10,742,831 and the increase of 
financial revenues of $460,873. 
 
For the year ended June 30, 2016, the Company realized a net loss and comprehensive loss of $2,525,011 or 
($0.01) per basic and diluted share compared to a net loss and comprehensive loss of $6,264,748 or ($0.02) per 
basic and diluted share for the corresponding period of 2015. This difference of $3,739,737 is mainly explained by 
the decrease in the gross loss of $3,404,076 and the financial revenues of $1,387,851, the increase of income taxes 
of $990,780 and the impairment of property, plant and equipment of $3,050,000 offset by the reversal of an 
impairment charge on exploration and evaluation assets of $10,628,513, the reversal of provision of $1,150,000 and 
the decrease of the financial expenses of $718,815. 
 
For the year ended June 30, 2016, the Company realized a gross loss of $4,736,333 compared to $1,332,257 for the 
corresponding period of 2015. This difference is mainly explained by the lower feed grade of the ore processed at 
the mill during the year. 
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SUMMARY OF QUARTERLY RESULTS  
 

 

  
Q1 

  
Q2 

  
Q3 

 
Q4 

 Total 
2016 

    $  $  $ $  $ 

Revenue  10,741,352  10,178,629  11,901,847 15,492,036  48,313,864 

  Operating costs  8,669,523  9,847,890  9,901,561 11,651,428  40,070,402 

  Royalties  215,933  215,994  274,987 280,126  987,040 

  Depreciation and depletion  2,693,239  2,628,589  2,965,770 3,705,157  11,992,755 

Cost of sales  11,578,695  (12,692,473)  (13,142,318) (15,636,711)  (53,050,197) 

Gross loss  (837,343)  (2,513,844)  (1,240,471) (144,675)  (4,736,333) 

Administration  (769,027)  (826,027)  (574,022) (798,298)  (2,967,374) 

Reversal of provision   -  -  1,150,000 -  1,150,000 

Impairment (reversal) of exploration 
and evaluation assets 

  
(42,842) 

  
(62,374) 

  
(135,259) 

 
10,586,490 

  
10,346,015 

Impairment of property, plant and 
equipment 

  

- 

  

- 

  

- 

 

(3,050,000) 

  

(3,050,000) 

Exploration and project evaluation  (254,474)  (425,859)  (366,989) (424,152)  (1,471,474) 

Loss on disposal of non-financial 
assets 

  
(58,078) 

  
(2,250) 

  
(6,917) 

 
(6,597) 

  
(73,842) 

OPERATING INCOME (LOSS)  (1,961,764)  (3,830,354)  (1,173,658) 6,162,768  (803,008) 

Financial expenses  (384,849)  (372,949)  (383,486) (386,238)  (1,527,522) 

Financial revenues  154,379  202,747  (512,831) 258,689  102,984 

INCOME (LOSS) BEFORE INCOME 
TAXES 

  
(2,192,234) 

  
(4,000,556) 

  
(2,069,975) 

 
6,035,219 

  
(2,227,546) 

 Income taxes  176,068  235,269  90,000 (798,802)  (297,465) 

NET INCOME (LOSS) AND 
COMPREHENSIVE INCOME (LOSS) 

  
 

(2,016,166) 

  
 

(3,765,287) 

  
 

(1,979,975) 

 
 

5,236,417 

  
 

(2,525,011) 

Basic and diluted income (loss) per 
share 

  
(0.006) 

  
(0.01) 

  
(0.005) 

 
0.012 

  
(0.01) 

Weighted average number of common 
shares outstanding 

  
356,862,081 

  
393,954,048 

  
421,513,823 

 
429,788,225 

  
400,392,268 

Cash flows from (used by) operating 
activities 

  
(339,830) 

  
(1,416,077) 

  
779,399 

 
1,476,760 

  
500,252 

Investments in property, plant and 
equipment 

  
599,548 

  
209,587 

  
327,006 

 
1,165,276 

  
2,301,417 

Investments in exploration and 
evaluation assets 

  
754,855 

  
1,324,621 

  
646,945 

 
1,578,974 

  
4,305,395 

 
Total assets 

  
89,638,724 

  
90,403,013 

  
87,811,474 

 
92,711,449 

  
92,711,449 

 
Total non-current liabilities (excluding 
unearned revenue) 

 
 

17,397,278 

  

17,317,373 

  

17,955,269 

 

18,341,654 

  

18,341,654 

 
 
The net loss and comprehensive loss for Q1 decreased due to the gross loss of $837,343, the financial expenses of 
$243,963 and the deferred income taxes of $176,068. 
The net loss and comprehensive loss for Q2 decreased due to a gross loss of $2,513,844. 
The net loss and comprehensive loss for Q3 decreased due to the reversal of provision of $1,150,000.  
The net income and comprehensive income for Q4 increased due to the reversal of exploration and evaluation assets of 
$10,346,015 and the impairment of property, plant and equipment of $3,050,000. 
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SUMMARY OF QUARTERLY RESULTS (Continued) 
 
 

 

  
Q1 

  
Q2 

  
Q3 

 
Q4 

 Total 
2015 

    $  $  $ $  $ 

Revenue  15,878,051  11,731,674  13,498,749 13,989,447  55,097,921 

  Operating costs  11,239,525  10,723,420  9,681,525 10,664,086  42,308,556 

  Royalties  230,224  187,143  279,395 291,459  988,221 

  Depreciation and depletion  3,637,362  2,950,949  3 075,784 3,469,306  13,133,401 

Cost of sales  (15,107,111)  (13,861,512)  (13,036,704) (14,424,851)  (56,430,178) 

Gross profit (loss)  770,940  (2,129,838)  462,045 (435,404)  (1,332,257) 

Administration  (1,300,870)  (971,614)  (601,455) (819,977)  (3,693,916) 

Impairment of exploration and 
evaluation assets 

  
(45,163) 

  
(36,512) 

  
(44,482) 

 
(156,341) 

  
(282,498) 

Exploration and project evaluation  (402,084)  (186,153)  (198,879) (91,295)  (878,411) 

Loss on disposal of non-financial 
assets 

  
- 

  
(13,144) 

  
(2,335) 

 
- 

  
(15,479) 

OPERATING LOSS  (977,177)  (3,337,261)  (385,106) (1,503,017)  (6,202,561) 

Financial expenses  (677,346)  (568,783)  (600,672) (399,536)  (2,246,337) 

Financial revenues  756,745  100,692  835,582 (202,184)  1,490,835 

LOSS BEFORE INCOME TAXES 
  

(897,778) 
  

(3,805,352) 
  

(150,196) 
 

(2,104,737) 
  

(6,958,063) 

 Income taxes 
  

(59,826) 
  

59,826 
  

166,774 
 

526,541 
  

693,315 

NET INCOME (LOSS) AND 
COMPREHENSIVE INCOME (LOSS) 

  
 

(957,604) 

  
 

(3,745,526) 

  
 

16,578 

 
 

(1,578,196) 

  
 

(6,264,748) 

Basic and diluted income (loss) per 
share 

  
(0.003) 

  
(0.013) 

  
0.0001 

 
(0.004) 

  
(0.02) 

Weighted average number of common 
shares outstanding 

  
296,557,733 

  
296,557,733 

  
299,891,066 356,557,733  312,174,171 

Cash flows from (used by) operating 
activities 

  
4,352,231 

  
(2,486,355) 

  
491,661 (177,988)  2,179,549 

Investments in property, plant and 
equipment 

  
447,419 

  
353,984 

  
299,224 955,598  2,056,225 

Investments in exploration and 
evaluation assets 

  
706,390 

  
241,377 

  
199,486 303,741  1,450,994 

 
Total assets 

  
102,593,259 

  
96,141,007 

  
94,807,483 91,902,745  91,902,745 

 
Total non-current liabilities liabilities 
(excluding unearned revenue) 

  
 

22,080,656 

  
 

21,038,620 

  
 

27,870,061 

 

27,211,023 

 

 

 

27,211,023 

 
The net loss and comprehensive loss for Q1 increased due to the gross profit of $770,940, unrealized gain on derivative financial 
instrument of $733,665, exploration and project evaluation of $402,084 and share-based payments of $365,603.  
The net loss and comprehensive loss for Q2 decreased due to the negative gross profit of $2,129,838.  
The net income and comprehensive income for Q3 increased due to the gain on extinguishment of debt of $1,007,439 and the 
unrealized loss on derivative financial instrument of $178,360. 
The net loss and comprehensive loss for Q4 decreased due to the decrease of revenue of $2,534,278. 
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MINING PROPERTIES AND EXPLORATION WORK 
 

Moroy Property 

 
The surface drilling program continued during the quarter. The goal of the program is to extend the gold 
mineralization of the "South Zone". Between April and June 2016, 62 holes were drilled for a total of 14,356 meters. 
 
Most of the holes intersected gold values. Some of them are associated with the South Zone but some others are not 
on the same axis of the discovery lens. The gold mineralization of the South Zone is contained in many lenses with 
various directions and dipping. 
 
During the quarter, the gold results obtained in the South Zone varied between 1.1 and 6.1 g/t over apparent 
thicknesses of 0.5 to 9.4 meters. Gold grades of the other lenses varying between 1.6 and 9.8 g / t over length of 1.0 
to 11.0 meters were also intersected but are located to the north and to the south of the discovery area. The details 
of these gold intersections were presented in the Company’s press release of June 13, 2016. The presence of 
several gold-bearing lenses in the South Zone confirms the gold potential of this area. The gold control is complex in 
this area, which is why a compilation study is necessary to understand the controls. 
 
The exploration drilling program initiated in July 2015 led to the discovery of a new gold mineralization known as the 
"South Zone". During this last year, 197 holes totaling 37,737 meters have been drilled on the property Moroy.  
About 90% of the holes have been drilled in the South Zone area. Several gold lenses have been intersected. A 
compilation of the data collected is necessary to have a clear image of the economic potential of the area. In the 
coming months, we expect to complete the drilling in the extensions of lenses and to compile the information 
obtained. 
 
 
Barry Property 
 
During the quarter ending June 30

th
, 2016, 15 short holes totaling 1,370 meters were drilled on the Barry deposit. 

The objective of this campaign is to verify if the new control model of mineralization is correct to explain the gold 
distribution in the Barry deposit. This model has been proposed by Claude Duplessis, independent qualified person, 
consultant of Goldmind Geoservices (GMG) whose services has been retained for the evaluation of the Barry 
deposit. GMG supervised and executed the drilling campaign. The results of these holes were the topics of three 
press releases by the Company (April, 27 and May, 11-19, 2016) 
 
Part of the GMG mandate in the assessment of the gold potential in the Barry deposit was to conduct various 
metallurgical tests to verify the reliability of the analytical results. These tests were entrusted to the firm Société 
Générale de Surveillance Canada (SGS). Their results showed that the analytical results from the Bachelor 
laboratory are reliable and that a gravimetric system added to the processing circuit at the Bachelor mill will improve 
gold recovery. 
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MINING PROPERTIES AND EXPLORATION WORK (Continued) 
 
 
Barry Property (Continued) 
 
GMG published the results of their assessment in a technical report to support the disclosure of updated mineral 
resources according to the guidelines set under “Form 43-101F1 which was published in a press release dated 
June 22

nd
, 2016, and revised September 21

th
, 2016. The estimated quantities were:   

 
 

Base case mineral resources estimations mined by open pit method and milled on site using a cut-off 
grade of 0.36 g/t 

 

Resources 
classification 

Tonnes (t) Grade (g/t) Au ounces 

Measured 5,880,000 1.04 197,000 

Indicated 3,020,000 0.87 85,000 

Indicated + Measured 8,900,000 0.98 282,000 

Inferred 20,705,000 0.99 659,000 

 
 

Base case mineral resources estimations mined by open pit method and milled at the Bachelor mill  
using a cut-off grade of 0.6 g/t 

 

Resources 
classification 

Tonnes (t) Grade (g/t) Au ounces 

Measured 3,455,000 1.37 152,000 

Indicated 910,000 1.24 36,000 

Indicated + Measured 4,365,000 1.34 188,000 

Inferred 1,670,000 2.17 116,000 

 
 
Following these results, the GMG was mandated to continue its evaluation to produce a preliminary economic 
assessment study (PEA) on the Barry deposit. A summary of the results were published in a press release dated 
September 22

nd
, 2016.  The technical report will be filed on SEDAR within 45 days from this date.  

 
Nelligan Property 
 
During the quarter ending June 30th 2016, a brief review of the Nelligan property was made. From that review, it 
appears that gold showings located in the southern part of the property require further exploration work. Planning of 
exploration work will be initiated in the next quarter. 
 
 
Wahnapitei Property (Sudbury area) 
 
During the quarter ending June 30

th
, 2016, a review of the drilling results and geophysical survey was done. It shows 

that the main attraction of this property is a gold showing located on a sheared contact between sediment and 
intrusive rock. High-bearing gold zones associated with massive sulphides lenses have been found in the shearing 
zone. All attempts to extend this mineralization with short diamond drill holes were disappointing. 
 
Mining operations in the Sudbury area are mostly at depth. This is why a deep drilling program is proposed and 
planned for 2017. They will be completed by a high power geophysical survey. 
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EXPLORATION ACTIVITIES 
 
Exploration and evaluation expenditures for the three-month period ended June 30, 2016 were established at 
$1,569,051. The exploration and evaluation expenses were mainly done on the Geonova, Moroy and Barry 
properties. 
 
During the year ended June 30, 2016, the exploration and evaluation expenditures were of $4,281,134 compared to 
an amount of $1,397,149 for the same period last year. This increase of $2,883,975 represents exploration work 
performed mainly on the Geonova, Moroy and Barry properties. 
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The carrying amount can be analyzed as follows: 

 
     

       

  

Balance as at 
June 30, 

 
 

 

Credit on 
duties  and 

 Recovery 
of 

   Balance as at 
June 30, 

  

2015 

 

Additions 

 

tax credit  Impairment  Impairment  2016 

  
$ 

 
$ 

 

$  $  $  $  

Ontario             

 Wahnapitei Property (1)             

 Mining rights   -  4,911  -  -  (4,911)  - 

 Exploration and evaluation  -  -  -  -  -  - 

  -  4,911  -  -  (4,911)  - 

             

Quebec             

 Dubuisson Property (1)             

  Mining rights   -  -  -  -  -  - 

  Exploration and evaluation  -  41,313  -  -  (41,313)  - 

   -  41,313  -  -  (41,313)  - 

              

 Hewfran-2 Property             

  Mining rights  357,502  924  -  -  -  358,426 

  Exploration and evaluation  392,154  182,407  (21,889)  -  -  552,672 

   749,656  183,331  (21,889)  -  -  911,098 

 MJL- Hansen Property             

  Mining rights  201,095  1,857  -  -  -  202,952 

  Exploration and evaluation  158,099  -  -  -  -  158,099 

    359,194  1,857  -  -  -  361,051 

 
Barry Property (2) (3) 

 

 
 

 
 

       

  Mining rights   2,047,762  -  -  24,563  -  2,072,325 

  Exploration and evaluation   2,368,429  734,930  -  11,102,606  (734,930)  13,471,035 

    4,416,191  734,930  -  11,127,169  (734,930)  15,543,360 

               

              

EXPLORATION AND EVALUATION ASSETS  
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EXPLORATION AND EVALUATION ASSETS (Continued) 

 

  

Balance as 
at June 30, 

   

Credit on 
duties  and 

  
Recovery of 

   Balance as at 
June 30, 

  

2015 

 

Additions 

 

tax credit  Impairment  Impairment  2016 

   $  $  $  $  $  $ 

 Barry United Property             

  Mining rights  12,314  6,676  -  -  -  18,990 

  Exploration and evaluation  2,974,226  49,564  (2,282)  -  -  3,021,508 

   2,986,540  56,240  (2,282)  -  -  3,040,498 

              

 Barry Extension Property  172,057  3,559  -  -  -  175,616 

  Mining rights  399,321  -  -  -  -  399,321 

  Exploration and evaluation  571,378  3,559  -  -  -  574,937 

              

 
MJL-2 Property 

 
           

  
Mining rights 

 

459,904 

 

2,300  -  -  -  462,204 

  
Exploration and evaluation 

 

99,106 

 

-  -  -  -  99,106 

    

559,010 

 

2,300  -  -  -  561,310 

 Nelligan Property             

  Mining rights  117,986  1,547  -  -  -  119,533 

  Exploration and evaluation  417,426  -  -  -  -  417,426 

    535,412  1,547  -  -  -  536,959 

 Barry- Souart Property             

  Mining rights  102,122  -  -  -  -  102,122 

  Exploration and evaluation  280,490  770  -  -  -  281,260 

    382,612  770  -  -  -  383,382 

 Geonova Property             

  Mining rights   3,387,375  2,262  -  -  -  3,389,637 

  Exploration and evaluation  2,276,623  273,789  (18,489)  -  -  2,531,923 

    5,663,998  276,051  (18,489)  -  -  5,921,560 
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EXPLORATION AND EVALUATION ASSETS (Continued) 

 

  

Balance as 
at June 30, 

   

Credit on 
duties  and 

  
Recovery of 

   Balance as at 
June 30, 

  

2015 

 

Additions 

 

tax credit  Impairment  Impairment  2016 

   $  $  $  $  $  $ 

 Moroy Property             

  Mining rights   829,192  225  -  -  -  829,417 

  Exploration and evaluation  234,301  2,998,361  (183,484)  -  -  3,049,178 

    1,063,493  2,998,586  (183,484)  -  -  3,878,595 

              

 Coniagas Property             

  Mining rights   84,684  -  -  -  -  84,684 

  Exploration and evaluation  -  -  -  -  -  - 

   84,684  -  -  -  -  84,684 

              

 Summary             

  Mining rights  7,771,993  24,261  -  24,563  (4,911)  7,815,906 

  Exploration and evaluation  9,600,175  4,281,134  (226,144)  11,102,606  (776,243)  23,981,528 

    17,372,168  4,305,395  (226,144)  11,127,169  (781,154)  31,797,434 

    
 

 
 

 
       

 

 
 

 
(1)  Impairment was recognized on the property because substantive expenditures on further exploration for an evaluation of mineral 
  resources in a specific area is neither budgeted nor planned. 
 
(2) Impairment was recognized on the property because sufficient data exists to indicate that, although a development in a specific area is 
 likely to proceed, the carrying amount of the exploration and evaluation asset is unlikely to be recovered in full from successful 
 development or by sale. 
 
(3) Reversal of impairment was recognized on the property because it was revaluated. (See next page). 
 
 All impairment charges (or reversals, if any) are included in Impairment of exploration and evaluation assets in profit or loss. 
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EXPLORATION AND EVALUATION ASSETS (Continued) 
 
 
Barry 

The Company holds a 100% interest in the Barry gold deposit, located 65 Km southeast of the Bachelor Lake 
mine. On August 29, 2007, the Company repurchased 7% of the 8% NSR royalty, for which an advance on 
royalty of $250,000 was paid. In return, the Company paid $800,000 and issued 1,000,000 shares. The 
Company disbursed a further $200,000 advance on the 1% NSR royalty. This advance will be reimbursed as 
contemplated in the December 12, 2006 agreement. 
 
During the year, the Company wrote down the mining property and the exploration and evaluation expenses 
for an amount of $nil and $734,930 respectively ($6,768 and $270,212 in 2015). 
 
On June 30, 2016, the Company proceeded with the reversal of the historical recognized impairments on its 
Barry Property. This reversal mainly results from a favorable significant change in the total amount of the 
property’s resources and reserves as well as an increase in the gold price market since the periods for which 
impairments were recognized which has led to a change in the Company’s future plans for this property. 
 
The reversal of impairment losses of the exploration and evaluation assets for an amount of $11,127,169 ($nil 
in 2015), net of the other impairments for the period of $781,154, was presented in Other expenses in the 
statement of comprehensive loss. 
 
The significant assumptions in the calculation of the FVLCS as at June 30, 2016, established using the 
expected future cash flows method (Note 3 (i)) are the following: 
 
Selling price  Between US$1,216/oz and US$1,271/oz 
Exchange rate  Between 1.16 and 1.23 
Estimated life of mine of the mineral  property Future production based on the latest LOM and  
     using a recovery factor of 95% per management’s  
    best estimate 
Annual production level  About 420 000 tonnes 
Discount rate         9% 
 
The result of the calculated recoverable amount, which represents the fair value, considers as an assumption 
that the future production will cease during the year ending June 30, 2020 because, based on the above 
assumptions, the subsequent profitability would be negative. Thus, just a portion of the estimated life of mine 
of the property was included by the Company in the calculation of the fair value. 
 
Any change in these assumptions could result in a change in the calculated FVLCS. 



Metanor Resources Inc. 
Management’s Discussion and Analysis 
For the year ended June 30, 2016 
 

 16 

 
EXPLORATION AND EVALUATION ASSETS (Continued) 
 
 
See below for the detailed analysis of exploration and evaluation expenses excluding mining income taxes 
by property for the year ended June 30, 2016. 
 
 

 
Expenses 

 
Dubussion 

 
Barry 

Barry  
United 

 
Hewfran-2 

Oracle 
Souart 

 
Geonova 

 
Moroy 

 
Total 

 $ $ $ $ $ $ $ $ 

Drilling - 265,660 - 182,407 - - 2,264,603 2,712,670 

Salaries and fringe 
benefits - - - - - 250,843 391,938 642,781 

Maps and reports 41,313 127,722 - - - - 12,245 181,280 

Assays - 28,318 - - - - 123,202 151,520 

Depreciation - 101,287 - - - - - 101,287 

Geophysics - 
Prospection - - - - - - 79,428 79,428 

Road maintenance - 24,640 - - - - 53,008 77,648 

Fuel and energy - 68,107 4,406 - - - - 72,513 

Equipment rental -  - - - - 58,075 58,075 

Maintenance  - 12,751 28,850 - - 13,848 2,007 57,456 

Lodging - 32,134 9,010 - 770 8,690 3,365 53,969 

Accretion expense - 27,512 - - - - - 27,512 

Consulting fees - 11,398 - - - - 7,872 19,270 

Material - 13,096 1,665 - - 108 1,306 16,175 

Taxes and permits - 10,986 - - - - - 10,986 

Telecommunications - - 5,004 - - - - 5,004 

Equipment 
maintenance - 4,839 - - - - - 4,839 

Core library - 4,013 - - - - - 4,013 

Professional fees - 1,845 - - - - - 1,845 

Office supplies - 622 629 - - 300 220 1,771 

Stripping and line 
cutting - - - - - - 1,092 1,092 

TOTAL 41,313 734,930 49,564 182,407 770 273,789 2,998,361 4,281,134 
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EXPLORATION AND EVALUATION ASSETS (Continued) 
 
See below for the detailed analysis of exploration and evaluation assets during the years ended June 30: 
 

   2016  2015 

  $  $ 

Balance – Beginning of year  9,600,175  8 525 690 

Additions of the year     

Drilling  2,712,670  28,958 

Salaries and fringe benefits  642,781  425,324 

Maps and reports  181,280  42,548 

Assays  151,520  20,540 

Depreciation  101,287  110,620 

Geophysics and prospection  79,428  191,609 

Road maintenance  77,648  22,800 

Fuel and Energy  72,513  65,046 

Equipment rental  58,075  9,752 

Maintenance  57,456  76,966 

Lodging  53,969  22,508 

Accretion expense  27,512  - 

Consulting  19,270  103,852 

Material  16,175  42,390 

Taxes and permits  10,986  5,531 

Telecommunications  5,004  6,344 

Equipment maintenance  4,839  49,431 

Core library   4,013  - 

Professional fees  1,845  23,787 

Office expenses  1,771  1,423 

Stripping and line cutting  1,092  26,925 

Asset retirement costs  -  82,916 

Share-based payments  -  30,788 

Environment  -  6,041 

Transportation  -  1,050 

  4,281,134  1,397,149 

     

Impairment of deferred exploration expenses  (776,243)  (270,212) 

Credit on duties and tax credits  (226,144)  (52,452) 

Recovery of impairment  11,102,606  - 

Net expenses during the year  14,381,353  1,074,485 

Balance – End of year  23,981,528  9,600,175 
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 PROPERTY, PLANT AND EQUIPMENT 

 

  

 

 

 

 

Mining site in 

production  

See - (i) 

 

 

 

 

 

 

Exploration 

See - (ii) 

 

 

Capital finance 

leases / Mining 

site in 

production and 

exploration 

See - (iii) 

 

 

 

 

 

Corporate 

office 

See - (iii) 

 

 

 

 

 

 

Total 

 $ $ $ $ $ 

Gross carrying amount      

Balance at June 30, 2015 90,841,530 1,215,592 178,206 659,408 92,894,736 

      

Transfers 179,206 - (179,206) - - 

Additions 2,136,161 - 1,000 164,256 2,301,417 

Disposal (70,862) - - (238,990) (309,852) 

Impairment (3,050,000) - - - (3,050,000) 

Balance at June 30, 2016 90,036,035 1,215,592 - 584,674 91,836,301 

      

      

Depreciation and depletion      

Balance at June 30, 2015 29,855,191 662,735 33,413 524,486 31,075,825 

      

Transfers 33,413 - (33,413) - - 

Additions 11,992,755 101,287 - 16,076 12,110,118 

Disposal (36,971) - - (109,878) (146,849) 

 
Balance at June 30,  2016 

 
41,844,388 

 
764,022 

 
- 

 
430,684 

 
43,039,094 

 
Carrying amount at  
June 30, 2016 

 

48,191,647 

 

451,570 

 

- 

 

153,990 

 

48,797,207 
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 PROPERTY, PLANT AND EQUIPMENT (Continued) 

 

(i) Mining site in production 
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 $ $ $ $ $ $ $ $ 

Gross carrying 

amount 

        

Balance at June 30, 
2015 

 

108,266 

 

38,197,272 

 

24,295,715 

 

7,337,059 

 

16,231,891 

 

942,345 

 

3,728,982 

 

90,841,530 

         

Transfers - - 179,206 - - - - 179,206 

Additions - - - 14,822 1,923,292 47,930 150,117 2,136,161 

Disposal - - - - - (70,862) - (70,862) 

Impairment - (3,050,000) - - - - - (3,050,000) 

Balance at 
June 30,  2016 

 

108,266 

 

35,147,272 

 

24,474,921 

 

7,351,881 

 

18,155,183 

 

919,413 

 

3,879,099 

 

90,036,035 

         

Depreciation and 
depletion 

        

Balance at June 30, 
2015 

 
35,738 

 
12,608,654 

 
8,754,195 

 
2,056,298 

 
4,583,082 

 
309,275 

 
1,507,949 

 
29,855,191 

         

Transfers - - 33,413 - - - - 33,413 

Additions 17,234 6,080,524 2,025,705 479,894 3,025,903 114,896 248,599 11,992,755 

Disposal - - - - - (36,971) - (36,971) 

Balance at 
June 30,  2016 

 
52,972 

 
18,689,178 

 
10,813,313 

 
2,536,192 

 
7,608,985 

 
387,200 

 
1,756,548 

 
41,844,388 

         

Carrying amount at 
June 30, 2016 

 
55,294 

 
16,458,094 

 
13,661,608 

 
4,815,689 

 
10,546,198 

 
532,213 

 
2,122,551 

 
48,191,647 

         

 
As at June 30, 2016, the Company recognized an impairment of its mining site in production. This impairment mainly results from a 
significant unfavorable change in the grade of reserves extracted from the property in the last year and a decrease in the total 
amount of the property’s resources and reserves following recent exploration and development that occurred on the mining site. The 
impairment for an amount of $3,050,000 was presented in Other expenses in the statement of comprehensive loss. 
 
As at June 30, 2016 and for the purpose of the impairment test, the Company made a change to the aggregation of assets to its 
cash-generating units identified. Historically, all assets related to the mining site in production were part of a separate cash-
generating unit (assets associated to the mining site sector). As at June 30, 2016, the building and certain equipment and tools, 
included in the mining site in production, have been excluded from this cash-generating unit and now represent share assets for two 
cash-generating units. This change to the aggregation of assets is attributable to the fact that the Company changed its production 
plans concerning the Barry Property (Note 6). These assets will contribute to the future cash flows for both the cash-generating unit 
of the Bachelor Lake Property and the Barry Property. Impairment testing consisted of comparing the carrying amount of the two 
properties, excluding the mill assets, with their FVLCS recoverable amount and recognizing impairment loss and reversal of 
impairment loss through profit and loss; and comparing the carrying amount of the two properties, including the mill assets, with the 
recoverable amount of the combined properties. No additional impairment was required.   
 
The significant assumptions in the calculation of the  recoverable value, being the FVLCS as at June 30, 2016, established using the 
expected future cash flows method (Note 3 (i)) are the following: 
 
Selling price  Between US$1,229/oz and US$1,271/oz 
Exchange rate  Between 1.16 and 1.30 
Estimated life of mine of the mining property  Future production based on the latest LOM and using 
    a recovery factor of 96.7% per management’s best estimate 
Annual production levels      About 120 000 tonnes 
Discount rate    6% 
 
Any change in these assumptions could result in a change in the calculated FVLCS. 
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PROPERTY, PLANT AND EQUIPMENT (Continued) 

 

(ii) Exploration 

 

 B
u

ild
in

g
s
 

E
q

u
ip

m
e
n

t 
a

n
d

 

to
o

ls
 

V
e

h
ic

le
s
 

T
o

ta
l 

 $ $ $ $ 

Gross carrying amount     

Balance at June 30, 2015 781,950 362,743 70,899 1,215,592 

     

Additions - - - - 

Disposal - - - - 

Balance at June 30,  2016 781,950 362,743 70,899 1,215,592 

     

Depreciation and depletion     

Balance at June 30, 2016 377,522 222,531 62,682 662,735 

     

Additions 96,494 66 4,727 101,287 

Disposal - - - - 

Balance at June 30,  2016 474,016 222,597 67,409 764,022 

Carrying amount at 
 June 30, 2016 

 
307,934 

 
140,146 

 
3,490 

 
451,570 

     

 

 

(iii) 

Capital finance leases 
 

Corporate office 
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 $ $ $  $ $ $ $ 

Gross carrying amount         

Balance at June 30, 2015 178,206 - 178,206  88,078 332,340 238,990 659,408 

         

Transfers (179,206) - (179,206)  - - - - 

Additions 1,000  1,000  - - 164,256 164 256 

Disposal -  -  - - (238,990) (238 990) 

Balance at June 30,  2016 -  -  88,078 332,340 164,256 584,674 

         

Depreciation and depletion         
Balance at June 30, 2015 33,413 - 33,413  88,078 332,340 104,068 524,486 

         

Transfers (33,413) - (33,413)  - - - - 

Additions - - -  - - 16,076 16,076 

Disposal - - -  - - (109,878) (109,878) 

Balance at June 30,  2016 - - -  88,078 332,340 10,266 430,684 

Carrying amount at  
June 30, 2016 

 
- 

 
- 

 
- 

  
- 

 
- 

 
153,990 

 
153,990 
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CASH FLOWS 
  
Cash flows from operating activities for the year ended June 30, 2016 amounted to $500,252 compared 
to $2,179,549 in 2015. The difference is mainly due to the decrease of gross loss offset by an increase 
of working capital items. 
 
Cash flows used in investing activities for the year ended June 30, 2016 was $5,085,650 compared to 
$2,737,461 in 2015. The difference is mainly due to the increase of additions to exploration and 
evaluation assets and the decrease of tax credits received offset by the decrease of security deposits.  
 
Cash flows from (used by) financing activities for the year ended June 30, 2016 totaled $3,430,608 
compared to ($2,127,847) in 2015. The difference is mainly due to the decrease of reimbursements of 
long-term debt and debenture and the exercise of warrants. 
 
BALANCE SHEET  
 
On June 30, 2016, the total assets of the Company amounted to $92,711,449 compared to $91,902,745 
as at June 30, 2015. This difference is mainly due to a decrease of property, plant and equipment of 
$13,021,704, cash of $1,154,790 offset by the increase of exploration and evaluation assets of 
$14,425,266 and security deposits of $694,219. 
 
 
The assets are detailed as follows: 

 

    Assets 
 June 30 

 2016 
$ 

 June 30 
 2015 

$ 

Cash   1,888,938  3,043,728 

Marketable securities  20,000  10,000 

Sales taxes receivable  616,282  700,861 

Tax credit receivable  295,489  602,048 

Other receivables  7,925  98,125 

Prepaid expenses  103,024  349,038 

Material, supplies and gold inventory  6,838,016  6,265,522 

  9,769,674  11,069,322 

     

Security deposits  2,336,563  1,642,344 

Contract deposit  10,571  - 

Exploration and evaluation assets  31,797,434  17,372,168 

Property, plant and equipment   48,797,207  61,818,911 

  82,941,775  80,833,423 

  92,711,449  91,902,745 

 
Gold inventory 
 
The gold inventory in the circuit as at June 30, 2016 totaled 2,621 ounces and the doré bars totaled 1,260 
ounces. According to the accounting policy of the Company, the gold inventory is valued at the lower of 
cost and net realizable value. The cost of the gold inventory was $4,770,435 while the net realizable 
value was $5,659,995 as at June 30, 2016. 
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BALANCE SHEET (Continued) 
 
On June 30, 2016, the liabilities of the Company totaled $36,945,452 compared to $37,185,741 on 
June 30, 2015. This difference is mainly due to the increase in trade and other payables of $2,138,341 and 
convertible debentures of $577,776 offset by the decrease of unearned revenue of $1,824,960 and 
provision for compensation of $1,263,594. 
 
The items composing the liabilities are: 
 

Liabilities 

 
June 30  

2016 
$ 

  
June 30  

2015 
$ 

Trade and other payables 6,588,136  4,449,795 
Other liabilities 284,046  411,337 
Provision for compensation 1,987,683  3,251,277 
Royalties payable 765,487  961,006 
Mining taxes payable 757,490  357,490 
Short-term instalments on long-term debt and obligations under 
finance leases 155,305  543,813 

 10,538,147  9,974,718 

    

Long-term debt and obligations under finance leases 219,147  253,433 

Convertible debentures 8,270,931  7,693,205 

Unearned revenue 8,065,651  9,890,611 

Asset retirement obligations 4,896,134  4,673,777 

Derivative financial instrument 322,770  387,602 

Deferred income and mining taxes 4,632,672  4,312,395 

 36,945,452  37,185,741 

 
Net Working Capital 
 
On June 30, 2016, the Company had a working capital deficiency of $768,472 compared to a positive 
working capital of $1,094,604 on June 30, 2015.  
 
More advanced exploration and development work and the production of gold on the Bachelor property 
could require additional funding. The Company could raise funds by way of public and/or private financing, 
loans or gold sales. 
   
 
Equity 
 
The equity as at June 30, 2016 was comprised of share capital of $116,516,786, to which is added the 
warrants of $670,808 and the contributed surplus of $10,420,768 offset by the deficit of $71,842,365 
resulting in equity of $55,765,997. As at June 30, 2015, the equity amounted to $54,717,004. 



Metanor Resources Inc. 
Management’s Discussion and Analysis 
For the year ended June 30, 2016 
 

 23 

 
 
LIQUIDITY 
 
As at June 30, 2016, the Company had a working capital deficiency of $768,472 (positive working capital 
of $1,094,604 in 2015). The Company expects an increase of gold sales and is looking to refinance its 
debts. If additional liquidity were needed, the Company will contemplate equity financing. Exploration 
beyond basic maintenance on any of its mineral properties would require that the Company raise funds 
by additional equity financing, participation by joint venture partners or by selling property interests in 
whole or in part. In the past, the Company has been able to rely on its ability to raise funds in public or 
privately negotiated equity offerings. There is no assurance that such financing will be available when 
required, or under terms that are favourable to the Company.  
 
ASSET RETIREMENT OBLIGATIONS 
 
The asset retirement obligations are based on the costs to abandon and reclaim mineral properties and 
facilities as well as an estimate of future timing of the costs. Estimated liabilities of $4,473,967 and 
$422,167 were respectively provided for the Bachelor mine and the Barry deposit site, for total 
obligations of $4,896,134. 

 
SOURCES OF FINANCING 
 
During the year, the Company issued a total of 10,899,600 common shares for a total amount of 
$602,878 following the exercise of warrants. The fair value of the exercised warrants amounted to 
$156,592. 
 
On November 6, 2015, the Company completed a private placement of 29,680,000 units priced at $0.05 
each for proceeds of $1,484,000, which consist of one common share and one common share purchase 
warrant having an exercise price of $0.065 and a term of 36 months and 19,680,000 flow-through units 
priced at $0.06 each for proceeds of $1,180,800, which consist of one flow-through common share and 
one half of one common share purchase warrant having an exercise price of $0.065 and a term of 36 
months. An amount of $196,800 related to the liability component was recorded within other liabilities in 
the statement of financial position. 
 
A cash commission of 6% of the gross amount raised was paid to the brokers and 2,961,600 warrants 
were allocated. These warrants may be exercised at a price of $0.055 for a period of 36 months and 
have a fair value of $59,232 which was recorded as an increase to warrants. 
 
On November 19, 2015, the Company completed a private placement of 5,000,000 units priced at $0.05 
each for proceeds of $250,000, which consist of one common share and one common share purchase 
warrant having an exercise price of $0.065 and a term of 36 months and 9,872,116 flow-through units 
priced at $0.06 each for proceeds of $592,327, which consist of one flow-through common share and 
one half of one common share purchase warrant having an exercise price of $0.065 and a term of 36 
months. An amount of $98,721 related to the liability component was recorded within other liabilities in 
the statement of financial position. 
 
A cash commission of 6% of the gross amount raised was paid to the brokers and 892,327 warrants 
were allocated. These warrants may be exercised at a price of $0.055 for a period of 36 months and 
have a fair value of $17,847 which was recorded as an increase to warrants. 
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SOURCES OF FINANCING (Continued) 
 

Schedule of changes in outstanding shares  
 

 

Number of 
shares 

 Share 
capital 

 

 

  $  

Balance as at June 30, 2014 296,557,733 
 

111,028,928 
 

Units issued through private placement 28,340,500  1,417,025 
 

Units issued through flow-through private placement 31,659,500  1,582,975 
 

Issuance cost of units -  (507,215) 
 

Balance as at June 30, 2015 356,557,733  113,521,713 
 

Units issued through private placement 34,680,000  1,387,200 
 

Units issued through flow-through private placement 29,552,116  1,182,085 
 

Issuance cost of units -  (333,682) 
 

Exercise of warrants 10,899,600  759,470 
 

Balance as at June 30, 2016 431,689,449  116,516,786 
 

 
 
 

WARRANTS 
 

Outstanding warrants entitle their holders to subscribe to an equivalent number of common shares, as 
follows: 
  
Investors June 30, 2016  June 30, 2015 

   
Weighted 

average    
Weighted 

average 

 
Number of 

warrants 
 

exercise 
price 

 
Number of 

warrants 
 

exercise 
price 

   $    $ 
Balance at beginning of year 39,370,250  0.14  15,875,000  0.30 
Granted 49,456,058  0.065  25,370,250  0.055 
Exercised (3,240,000)  0.056  -  - 
Expired (14,000,000)  0.30  -  - 
Canceled -  -  (1,875,000)  0.30 

Balance at end of year 71,586,308  0.06  39,370,250  0.14 

 
 
  
Brokers June 30, 2016  June 30, 2015 

   
Weighted 

average    
Weighted 

average 

 
Number of 

warrants 
 

exercise 
price 

 
Number of 

warrants 
 

exercise 
price 

   $    $ 
Balance at beginning of year 5,400,000  0.055  -  - 
Granted 3,853,927  0.055  5,400,000  0.055 
Exercises (7,659,600)  0.055  -  - 

Balance at end of year 1,594,327  0.055  5,400,000  0.055 
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SOURCES OF FINANCING (Continued) 
 
 
Outstanding warrants are as follows : 
  
 
Investors    
    June 30, 2016  June 30, 2015 

Expiry date  Exercise price  Number  Number 

  $     
May 12, 2016  0.30  -  14,000,000 

March 27, 2018  0.055  22,470,250  25,370,250 

November 6, 2018  0.065  39,345,000  - 

November 19, 2018  0.065  9,771,058  - 

    71,586,308  39,370,250 

  
 
Brokers    
    June 30, 2016  June 30, 2015 

Expiry date  Exercise price  Number  Number 

  $     
March 27, 2017  0.055  366,000  5,400,000 
November 6, 2018  0.055  336,000  - 
November 19, 2018  0.055  892,327  - 

    1,594,327  5,400,000 

 
 
SHARE-BASED PAYMENTS 
 
On November 25, 2015, the Company granted to an officer 500,000 stock options exercisable at $0.05 per 
share valid for 5 years. These options were granted at an exercise price equal to the closing market value 
of the shares the day prior to the grant. The fair value of these share options amount to $8,625 for an 
estimated weighted-average fair value of $0.034 per option. The fair value of the options granted was 
estimated using the Black-Scholes option pricing model with no expected dividend yield, 0.92% weighted-
average risk-free interest rate, 89.44% weighted-average expected volatility and 5 years weighted-average 
expected life. Stock options are exercisable over a 12 month period being 50% at date of grant, 25% after 6 
months and 25% after 12 months.   
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SHARE-BASED PAYMENTS (Continued) 
 
An amount of $16,123 ($439,757 in 2015) and of $nil ($30,788 in 2015) of the share-based payments of the 
officers was recorded respectively in earnings and in exploration and evaluation assets and credited to 
contributed surplus. 
 
 
Schedule of changes in outstanding options 
 

 

 

June 30, 2016  June 30, 2015 

  

 
 

Number of 
options 

 

Weighted- 
average 
exercise 

price 

  
 

Number of 
options  

Weighted- 
average 
exercise 

price 

    

$    $ 

Outstanding , beginning of year 

 

18,310,000  0.36  13,035,000  0.48 

Granted 

 

500,000  0.05  6,050,000  0.12 

Cancelled  (2,625,000)  0.32  (300,000)  0.25 

Expired 

 

(50,000)  0.70  (475,000)  0.47 

Outstanding, end of year  
16,135,000 

 
0.36 

 
18,310,000 

 
0.36 

Exercisable, end of year  
16,010,000 

 
0.36 

 
18,310,000 

 
0.36 
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SHARE-BASED PAYMENTS (Continued) 
 
The table below summarizes the information related to share options as at June 30, 2016: 
 
 

 
Expiry 
Date 

 
Exercise 

Price 

 
Number of shares 

 
 

Remaining 
 life 

outstanding exercisable (years) 

  $     
November 29,  2016 0.50 350,000  350,000  0.42 
December 11, 2016 1.00 100,000  100,000  0.45 
December 11, 2016 0.70 150,000  150,000  0.45 
December 11, 2016 0.25 375,000  375,000  0.45 
December 11, 2016 0.12 375,000  375,000  0.45 
March,14,2017 0.25 100,000  100,000  0.70 
May 28, 2017 0.80 100,000  100,000  0.92 
September 14, 2017 0.25 345,000  345,000  1.20 
January 23, 2018 0.80 28,000  28,000  1.56 
February 3, 2018 1.00 1,650,000  1,650,000  1.58 
December 17, 2018 0.12 100,000  100,000  2.46 
February 16, 2019 0.59 44,000  44,000  2.63 
March 12, 2019 0.225 100,000  100,000  2.70 
September 2, 2019 0.41 100,000  100,000  3.17 
September 15, 2019 0.12 4,375,000  4,375,000  3.21 
December 4, 2019 0.08 200,000  200,000  3.42 
January 17, 2020 0.57 100,000  100,000  3.54 
February 18, 2020 0.50 44,000  44,000  3.63 
March 31, 2020 0.70 1,900,000  1,900,000  3.75 
July 18 , 2020 0.70 75,000  75,000  4.05 
September  22, 2020 0.50 100,000  100,000  4.23 
November 25, 2020 0.05 500,000  375,000  4.40 
February 25, 2021 0.32 274,000  274,000  4.65 
September 14, 2022 0.25 4,550,000  4,550,000  6.20 
March 11, 2023 0.25 100,000  100,000  6.70 

  16,135,000  16,010,000   

 
 
 
SEGMENTED INFORMATION 

 
The Company operates a gold mine in Quebec as well as several exploration and evaluation properties in 
the area. These operating sites are managed separately given their different locations. The Company 
assesses the performance of each segment based on earnings before taxes. Accounting policies for each 
segment are the same as those used for the preparation of the financial statements.  
 
There was no difference in 2016 compared to annual financial statements of 2015 in the basis of 
segmentation or the basis of evaluation of segment result. 
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SEGMENTED INFORMATION (Continued) 

 
2016         
Segmented information  Mining site  Exploration  Corporate  Total 
concerning the income statement  $  $  $  $ 

Revenue  48,313,864  -  -  48,313,864 
Operating costs   (40,070,402)  -  -  (40,070,042) 
Royalties  (987,040)  -  -  (987,040) 
Depreciation and depletion  (11,992,755)  -  -  (11,992,755) 

Gross loss  (4,736,333)  -  -  (4,736,333) 

Exploration and project evaluation  (1,471,474)  -  -  (1,471,474) 
Administration  -  -  (1,801,299)  (1,801,299) 
Depreciation of non-financial assets  -  -  (16,076)  (16,076) 
Loss on disposal of non-financial 
assets 

  
(32,152) 

  
- 

  
(41,690) 

  
(73,842) 

Impairment (reversal) of exploration 
and evaluation assets 

  
- 

  
10,346,015 

  
- 

  
10,346,015 

Impairment of property, plant and 
equipment 

  
(3,050,000) 

  
- 

  
- 

  
(3,050,000) 

  (4,553,626)  10,346,015  (1,859,064)  3,933,325 

Operating income (loss)  (9,289,959)  10,346,015  (1,859,064)  (803,008) 
Financial expenses  (1,339,259)  (7,435)  (180,828)  (1,527,522) 
Financial revenues  57,052  -  45,932  102,984 

         
Income (Loss) before income taxes  (10,572,166)  10,338,580  (1,993,960)  (2,227,546) 

         
Addition of property, plant and 
equipment 

  
2,137,161 

  
- 

  
164,256 

  
2,301,417 

         
Addition of exploration and evaluation 
assets 

  
- 

  
4,305,395 

  
- 

  
4,305,395 

 
2015         
Segmented information  Mining site  Exploration  Corporate  Total 
concerning the income statement  $  $  $  $ 

Revenue  55,097,921  -  -  55,097,921 
Operating costs   (42,308,556)  -  -  (42,308,556) 
Royalties  (988,221)  -  -  (988,221) 
Depreciation and depletion  (13,133,401)  -  -  (13,133,401) 

Gross loss  (1,332,257)  -  -  (1,332,257) 

Exploration and project evaluation  (878,411)  -  -  (878,411) 
Administration  -  -  (3,655,797)  (3,655,797) 
Depreciation of non-financial assets  -  -  (38,119)  (38,119) 
Loss on disposal of non-financial 
assets 

  
(13,144) 

  
(2,335) 

  
- 

  
(15,479) 

Impairment of exploration and 
evaluation assets 

  
- 

  
(282,498) 

  
- 

  
(282,498) 

  (891,555)  (284,833)  (3,693,916)  (4,870,304) 

Operating loss  (2,223,812)  (284,833)  (3,693,916)  (6,202,561) 
Financial expenses  (1,900,069)  (4,704)  (341,564)  (2,246,337) 
Financial revenues  372,366  -  1,118,469  1,490,835 

         
Loss before income taxes  (3,751,515)  (289,537)  (2,917,011)  (6,958,063) 

         
Addition of property, plant and 
equipment 

  
2,056,225 

  
- 

  
- 

  
2,056,225 

         
Addition of exploration and evaluation 
assets 

  
- 

  
1,450,994 

  
- 

  
1,450,994 
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RISK AND UNCERTAINTIES  

 
Risk factors are discussed in detail in the Company’s Financial Statements and MD&A contained in the 
annual report for the year ended June 30, 2016. 
 

 
CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 
 
Management makes various estimates and assumptions in determining the reported amounts of assets 
and liabilities, revenue and expenses for each year presented. Changes in the estimates and assumptions 
will occur based on additional information and the occurrence of future events and actual results could 
differ from those estimates. The more significant areas requiring the use of management estimates and 
assumptions relate to mineral reserves that are the basis of future cash flow estimates and unit-of-
production depreciation, depletion and amortization calculations, environmental, reclamation and closure 
obligations, estimates of recoverable gold and other materials in in-circuit inventory, asset impairments, 
write-downs of inventory to net realizable value, share-based payments, the fair value and accounting 
treatment of derivative financial instruments and deferred income and mining taxes. 
 
Estimates and judgements are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances. 
 
The estimates and judgements that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the financial year are discussed below. 
 
Estimates: 

Recoverable value of property, plant and equipment 
 
The recoverable amounts of the Company’s CGUs and individual assets have been determined based on 
the higher of value-in-use calculations and fair value less cost to sell. The calculation of fair value less cost 
to sell (“FVLCS”) of CGUs was established by using the expected future cash flows method. The cash 
flows were quantified using the expected use of the mineral property in the normal course of business by a 
non related third party to the Company. The Company determined significant assumptions to the 
calculation of the fair value, notably the future gold price, the future exchange rate, the production level, 
the estimated life of mine of the mineral property as well as the production and capital costs. These 
assumptions have been determined using budgets and analyses of the reserves and resources of the 
mineral property and have a significant impact on the result of the calculation of the FVLCS. 
 
The valuation of the Company’s different assumptions in the calculation of the FVLCS of the Barry 
Property and its Bachelor Property are respectively discussed in the Notes 6 and 7. 
 
A 10% decrease in the future gold price would negatively impact the FVLCS of the Barry Property by 
$7,556,324 and the FVLCS of the Bachelor Property by $7,036,995. The impact on the financial 
statements would be an increase of the impairment loss of property, plant and equipment by $7,036,995, a 
decrease in the reversal of impairment losses of exploration and evaluation assets by $357,979 and an 
impairment loss on shared assets of $6,747,438 to be recognized. 
 

 

STANDARDS ISSUED BUT NOT YET EFFECTIVE  

 
The information is provided in Note 2.2 of the June 30, 2016 financial statements. 
 
SUMMARY OF ACCOUNTING POLICIES 
 
The information is provided in Note 2 of the June 30, 2016 financial statements. 
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued) 

Estimates: (Continued) 

Recoverable value of property, plant and equipment (Continued) 
 
A 10% decrease in the future foreign exchange rate would negatively impact the FVLCS of the Barry 
Property by $7,556,324 and the FVLCS of the Bachelor Property by $7,742,906. The impact on the 
financial statements would be an increase of the impairment loss of property, plant and equipment by 
$7,742,906, a decrease in the reversal of impairment losses of exploration and evaluation assets by 
$357,979 and an impairment loss on shared assets of $6,747,438 to be recognized. 
 
Mineral reserves estimates 
 
Mineral reserves are estimates of the amount of product that can be economically and legally extracted 
from the Company’s properties. In order to calculate the reserves, estimates and assumptions are required 
about a range of geological, technical and economic factors, including but not limited to quantities, grades, 
production techniques and recovery rates. 
 
Estimating the quantity and grade of the mineral reserves requires the size, shape and depth of ore bodies 
to be determined by analyzing geological data such as the logging and assaying of drill samples. This 
process may require complex and sophisticated geological models and calculations to interpret the data. 
 
The Company is required to determine and report on the mineral reserves in accordance with the 
requirements of the Canadian Institute of Mining Standards. Estimates of mineral reserves may change 
from year to year due to the change in economic assumptions used to estimate ore reserves and due to 
additional geological data becoming available during the course of operations. Changes in reported 
proven and probable mineral reserves and a portion of resources that the Company expects to convert 
into reserves may affect the Company’s financial results and position in a number of ways, including the 
following: 
 
•  Asset carrying values may be affected due to changes in estimated cash flows; 
• Depreciation and amortization charges to the statement of comprehensive loss may change as these 
 are calculated on the units-of production method, or where the useful economic lives of assets change; 
•  Asset retirement obligations and environmental provisions may change where changes in ore reserves 
 affect expectations about the timing or cost of these activities. 
 
Asset retirement obligations 
 
The Company assesses its asset retirement obligations annually. Determining these obligations requires 
significant estimates and assumptions due to the numerous factors that affect the amount ultimately 
payable. Such factors include estimates of the scope and cost of restoration activities, legislative 
amendments, known environmental impacts, the effectiveness of maintenance and restoration measures 
and changes in the discount rate. This uncertainty may lead to differences between the actual expense 
and the allowance. At the date of the statement of financial position, asset retirement obligations represent 
management’s best estimate of the charge that will result when the actual obligations are terminated. 
 
Gold in-circuit  
 
Given the non-observable nature of the asset, the determination of the ounces of gold in the circuit that 
ends up in the inventory for the statement of financial position of the Company represents a significant 
estimate. A sampling is performed at each stage of the production process and recalculates the total 
ounces of gold included in the circuit by using an established scientific model. 
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued) 

 

Judgements: 
 
Exploration and evaluation assets  
 
The application of the Company’s accounting policy for exploration and evaluation expenditure requires 
judgement in determining whether it is likely that future economic benefits will be achieved at certain 
properties, which may be based on assumptions about future events or circumstances. If, after 
expenditure is capitalized, information becomes available suggesting that the recovery of the expenditure 
is unlikely, the amount capitalized is written down in the statement of comprehensive loss in the period 
when the new information becomes available. 
 
The total impairment loss of the exploration and evaluation assets recognized in profit or loss amounts to 
$781,154 for the year ended June 30, 2016 ($282,498 for the year ended June 30, 2015). The total 
reversal of the impairment loss of the exploration and evaluation assets recognized in profit or loss 
amounts to $11,127,169 as at June 30, 2016 ($nil as at June 30, 2015). 
 
Income and mining taxes 
 
Significant judgement is required in determining the provision for income and mining taxes due to the 
complexity of legislation. There are many transactions and calculations for which the ultimate tax 
determination is uncertain during the ordinary course of business. The Company recognises liabilities for 
anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final tax 
outcome of these matters is different from the amounts that were initially recorded, such differences will 
impact the income and mining taxes and deferred tax provisions in the period in which such determination 
is made. 
 
Management carries out a comprehensive review of the carrying amount of deferred tax assets at each 
financial reporting date. The deferred tax assets will reduce to the extent that it is no longer probable that 
sufficient future taxable profit will be available to allow all or part of the deferred tax asset to be utilized. 
 
Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit its 
ability to obtain tax deductions in future periods. 
 
Deferred tax liabilities and assets 
 
Deferred tax liabilities and assets are measured at tax rates expected in the period during which the asset 
is realized or the liability is settled, based on tax rates (and tax laws) that are enacted or substantively 
enacted at the end of the reporting period of the financial information. The measurement of liabilities and 
deferred tax assets reflects the tax consequences that result from the manner in which the Company 
expects, at the end of the reporting period of the financial information, to recover or settle the carrying 
amount of its assets and liabilities. 
 

Provisions and contingent liabilities 
 
Judgements are made as to whether a past event has led to a liability that should be recognized in the 
financial statements or disclosed as a contingent liability. Quantifying any such liability often involves 
judgments and estimations. These judgments are based on a number of factors including the nature of the 
claims or dispute, the legal process and potential amount payable, legal advice received from previous 
experience and the probability of a loss being realized. Several of these factors are source of estimation 
uncertainty. 
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (Continued) 
 
Judgements: (Continued) 

 
 
Establishing cash-generating units (“CGU”) 
 
For the purpose of assessing impairment of its long term assets, the Company determines the cash-
generating units (“CGU”), defined as being the smallest identifiable group of assets that generates cash 
inflows that are largely independent of the cash inflows from other assets or groups of assets. The 
determination of the CGU and the classification of the Company’s assets to the determined CGU require 
significant judgement having a potentially significant incidence on the result of the subsequent impairment 
analysis. 
 
The Company periodically reviews the determination of the CGU and the corresponding grouping of the 
Company’s assets, including its assets classified as common assets (Note 7 of the June 30, 2016 financial 
statements). 
 

 

FINANCIAL INSTRUMENTS  
 
Financial assets and financial liabilities are recognized when the Company becomes a party to the 
contractual provisions of the financial instrument. 
 
Financial assets are derecognized when the contractual rights to the cash flows from the financial asset 
expire, or when the financial asset and all substantial risks and rewards are transferred. 
 
A financial liability is derecognized when it is extinguished, discharged, cancelled or when it expires. 
 
Financial assets and financial liabilities are measured initially at fair value and their subsequent 
measurement depends on their classification. Please refer to Note 2.7 of the June 30, 2016 financial 
statements for an extended description.  
 
An extended description of the Company’s financial instruments and their fair values is provided in 
Note 15 of the June 30, 2016 financial statements. 
 
FINANCIAL RISK MANAGEMENT, OBJECTIVES AND POLICIES  
 
In the normal course of operations, the Company is exposed to various financial risks. The Company does 
not enter into financial instrument agreements, including derivative financial instruments, for speculative 
purposes. Please refer to Note 22 of the June 30, 2016 financial statements for an extended description of 
the Company’s main financial risks and policies. 
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RISK FACTORS  
 
Exploration and Mining Risks 
The business of exploration for minerals and mining involves a high degree of risk. Few properties that 
are explored are ultimately developed into producing mines. At present, there are no known bodies of 
commercial ore on the mineral properties of which the Company intends to acquire an interest and the 
proposed exploration program is an exploratory search for ore. Unusual or unexpected formations, 
formation pressures, fires, power outages, labour disruptions, flooding, cave-ins, landslides and the 
inability to obtain suitable or adequate machinery, equipment or labour are other risks involved in the 
conduct of exploration programs. The Company from time to time augments its internal exploration and 
operating expertise with due advice from consultants and others as required. The economics of 
developing gold and other mineral properties is affected by many factors including the cost of operations, 
variation of the grade of ore mined and fluctuations in the price of any minerals produced. There are no 
underground or surface plants or equipment on the Company’s mineral properties, or any known body of 
commercial ore. Programs conducted on the Company's mineral property would be an exploratory search 
for ore. 
 
Titles to Property 
While the Company has diligently investigated title to the various properties in which it has interest, and to 
the best of its knowledge, title to those properties are in good standing, this should not be construed as a 
guarantee of title. The properties may be subject to prior unregistered agreements or transfer, or native or 
government land claims, and title may be affected by undetected defects. 
 
Permits and Licenses 
The Company’s operations may require licenses and permits from various governmental authorities. 
There can be no assurance that the Company will be able to obtain all necessary licenses and permits 
that may be required to carry out exploration, development and mining operations at its projects. 
 
Metal Prices 
Even if the Company's exploration programs are successful, factors beyond the control of the Company 
may affect marketability of any minerals discovered. Metal prices have historically fluctuated widely and 
are affected by numerous factors beyond the Company's control, including international, economic and 
political trends, expectations for inflation, currency exchange fluctuations, interest rates, global or regional 
consumption patterns, speculative activities and worldwide production levels. The effect of these factors 
cannot accurately be predicted. 
 
Competition 
The mining industry is intensely competitive in all its phases. The Company competes with many 
companies possessing greater financial resources and technical facilities than itself for the acquisition of 
mineral interests as well as for recruitment and retention of qualified employees. 
 
Environmental Regulations 
The Company's operations are subject to environmental regulations promulgated by government agencies 
from time to time. Environmental legislation provides for restrictions and prohibitions of spills, release or 
emission of various substances produced in association with certain mining industry operations, such as 
seepage from tailing disposal areas, which could result in environmental pollution. A breach of such 
legislation may result in imposition of fines and penalties. In addition, certain types of operations require 
submissions to 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. The Company intends 
to fully comply with all environmental regulations. 
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CAPITAL MANAGEMENT POLICIES AND PROCEDURES  
 
The Company’s capital management objectives are: 
 

– to ensure the Company’s ability to continue as a going concern; 
– to increase the value of the assets of the Company; and 
– to provide an adequate return to owners of the Company. 

 
These objectives will be achieved by identifying the right exploration projects, adding value to these 
projects and ultimately taking them through to production or sale and cash flow, either with partners or by 
the Company’s own means. 
 

The Company monitors capital on the basis of the carrying amount of equity.  
 

RISK FACTORS (Continued) 

 
Conflicts of Interest 
Certain directors of the Company are also directors, officers or shareholders of other companies that are 
similarly engaged in the business of acquiring, developing and exploiting natural resource properties. 
Such associations may give rise to conflicts of interest from time to time. The directors of the Company 
are required by law to act honestly and in good faith with a view to the best interests of the Company and 
to disclose any interest, which they may have in any project or opportunity of the Company. If a conflict of 
interest arises at a meeting of the board of directors, any director in a conflict will disclose his interest and 
abstain from voting on such matter. In determining whether or not the Company will participate in any 
project or opportunity, the directors will primarily consider the degree of risk to which the Company may 
be exposed and its financial position at that time. 
 
Industry Conditions 
Mining and milling operations are subject to government regulations. Operations may be affected in 
varying degrees by government regulations such as restrictions on production, price controls, tax 
increases, expropriation of property, pollution controls or changes in conditions under which minerals may 
be mined, milled or marketed. The marketability of minerals may be affected by numerous factors beyond 
the control of the Company, such as government regulations. The Company undertakes exploration work 
in areas that are or may be subject to claims by the First Nations. These claims could delay work or 
increase costs. The effect of these factors cannot be determined precisely. 
 
Uninsured Hazards 
Hazards such as unusual geological conditions are involved in exploring for the developing mineral 
deposits. The Company may become subject to liability for pollution or other hazards, which cannot be 
insured against or against which the Company may elect not to insure because of high premium costs or 
other reasons. The payment of any such liability could result in the loss of the Company assets or the 
insolvency of the Company. 
 
Key Employees 
Management of the Company rests on a few key officers, the loss of any of whom could have a 
detrimental effect on its operations. 
 
Canada Revenue Agency and provincial agencies 
No assurance can be made that Canada Revenue Agency or provincial agencies will agree with the 
Company's characterization of expenditures as Canadian exploration expenses or Canadian development 
expense or the eligibility of such expenses as Canadian exploration expense under the Income Tax Act 
(Canada) or any provincial equivalent. 
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CAPITAL MANAGEMENT POLICIES AND PROCEDURES (Continued) 
 
The Company is not exposed to any externally-imposed capital requirements, except when the Company 
issues flow-through shares for which an amount should be used for exploration work as summarized in 
Notes 13.1 and 23 of the financial statements. 
 
The Company finances its exploration and evaluation activities principally by raising additional capital 
either through private placements, public offerings or debt. 
 

When financing conditions are not optimal, the Company may enter into option agreements or other 
solutions to continue its activities or may slow its activities until conditions improve. 
 

RELATED PARTY TRANSACTIONS 

 
The Company’s related parties include companies under common control and joint key management, as 
described below. 
 
Unless otherwise stated, none of the transactions incorporated special terms and conditions and no 
guarantees were given or received. Outstanding balances are usually settled in cash. 
 
Key management includes members of the Board of the Directors and executive officers of the Company 
consisting of the Vice-President of operations, General Director and Chief Financial Officer. The 
remuneration of key management include the following expenses: 

 

  June 30, 2016  June 30, 2015 

  

$  $ 

Wages, directors’ fee, bonuses and benefits  995,807  1,202,242 

Consulting fees  335,860  395,445 

Defined contribution pension plan  54,192  55,422 

Share-based payments  16,123  398,861 

Employee benefits expense 

 

1,401,982  2,051,970 

 
CONTINGENCIES AND COMMITMENTS 
 
The Company is partially financed through the issuance of flow-through shares and, according to tax rules 
regarding this type of financing, the Company is committed to performing mining exploration work. 
 
These tax rules also set deadlines for carrying out the exploration work, which must be performed no later 
than the earlier of the following dates: 
 

• Two years following the flow-through placements; and 
•  One year after the Company has renounced the tax deductions relating to the exploration work. 

 
However, there is no guarantee that the Company's exploration expenses will qualify as Canadian 
exploration expenses, even if the Company is committed to taking all the necessary measures in this 
regard. Refusal of certain expenses by the tax authorities would have a negative tax impact for investors. 
 



Metanor Resources Inc. 
Management’s Discussion and Analysis 
For the year ended June 30, 2016 
 

 36 

 
CONTINGENCIES AND COMMITMENTS (Continued) 
 
The Company has renounced qualifying expenses for an amount of $3,356,102 as at December 31, 2015. 
Management is required to fulfil its commitments within the stipulated deadline of one year from these 
dates. As at June 30, 2016, exploration work of $1,704,270 must be spent before December 31, 2016. 

 
On September 9, 2013, the Ministry of Natural Resources of Quebec approved the update of the 
restoration plan of Bachelor Lake. The financial guarantee covering the restoration costs amount to 
$4,000,103 of which $1,711,294 has already been paid for a net balance owing of $2,288,809 as at 
June 30, 2016. 
 
The Company is involved in a legal action; a criminal claim in relation to a workplace accident. In the 
opinion of management, the possibility of any outflow in settlement is remote or will not have a material 
adverse effect on the Company’s financial position or liquidity. 
 

SUBSEQUENT EVENTS  

There are no subsequent events. 
 
OTHER  

 

On October 21, 2016, the capital structure of the Company was: 
 
Outstanding Common Shares 436,194,249 
Outstanding Stock Options 16,135,000 
Outstanding Investors’ Warrants 67,137,508 
Outstanding Brokers’ Warrants 1,538,327 
 

FORWARD LOOKING STATEMENTS 
 
 
This MD&A contains forward-looking statements reflecting the Company’s objectives, estimates and 
expectations. These statements are identified by the use of verbs such as "estimate", "believe", 
"anticipate", "intend", "expect", "plan", "may", "should", "will", and the negative thereof or other variations 
thereon or comparable terminology. By their very nature, these types of statements involve risk and 
uncertainty. Consequently, results could differ materially from the Company’s projections or expectations. 
 
 
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION 
 
The financial statements and other financial information contained in this MD&A are the responsibility of 
the Company’s management and have been reviewed and approved by the Board of Directors on 
October 21, 2016. 

 
 

(s) Ghislain Morin     (s) Claudine Lévesque 
Ghislain Morin, President and CEO Claudine Lévesque, CFO  


