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MANAGEMENT’S DISCUSSION AND ANALYSIS  

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

 

The objective of this Management's Discussion and Analysis ("MD&A") released by Metanor Resources Inc. (the 
"Company" or “Metanor”) is to allow the reader to assess our operating and exploration results as well as our 
financial position for the year ended June 30, 2017. This report, dated October 20, 2017, should be read in 
conjunction with the audited financial statements for the years ended June 30, 2017 and 2016, 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) and are available under the Company’s profile at  www.sedar.com and 
on the Company’s website www.metanor.ca.  
.  
 
FORWARD LOOKING INFORMATION  
 
Some statements included in this MD&A may constitute forward looking information and should be read in 
conjunction with the “Risk Factors” and “Forward Looking Statements” sections at the end of this MD&A. 
 
 
TECHNICAL INFORMATION 
 
The technical contents related to Metanor’s mines and properties, have been reviewed and approved by Pascal 
Hamelin,P. Eng., President and Chief Operating Officer, a Qualified Person as defined by National Instrument 43-
101 “Standards of Disclosure for Mineral Projects”.  
 
 
SHARE CONSOLIDATION 
 
On April 13, 2017, the Company completed a consolidation of its issued and outstanding common shares on a 10-to-
1 basis ("Share Consolidation"). The Share Consolidation affected all shareholders, option holders and warrant 
holders uniformly and thus did not materially affect any security holder’s percentage of ownership interest. All 
references in these financial statements to common shares, options and share purchase warrants have been 
retroactively adjusted to reflect the Share Consolidation.  
  
 
CORPORATE INFORMATION, NATURE OF ACTIVITIES 
 
Metanor Resources Inc. was incorporated on January 10th 2003 under the Canada Business Corporations Act. The 
Company’s common shares are listed on the TSX Venture Exchange, under the symbol MTO.  
 
Metanor is a Quebec based corporation engaged in the production and sale of gold, as well as the exploration and 
development of mining properties. Its main assets are the Bachelor mine, the Barry project, as well as over 15,000 
ha of exploration properties located in the mining-friendly jurisdiction of Quebec, in the heart of the Urban-Barry 
Camp. With the support of strategic shareholders, a strong management team experienced at all levels of project 
development and project financing, Metanor is seeking growth through the development of its properties using a 
partnership approach with local communities.        
 
For the year ended June 30, 2017, the Company had a loss of $404,245 and has a deficit of $116,478,370 as at that 
date. In addition to its current working capital requirements, the Company may 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.  
 
 

http://www.sedar.com/
http://www.metanor.ca/
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FINANCIALS AND OPERATIONAL HIGHLIGHTS FOR THE QUARTER AND YEAR ENDED 
JUNE 30TH, 2017  
 
 
Bachelor Mine  
 

 Gold production of 34,853 ounces of gold for the year and 7,248 ounces for the quarter. 
 
 Gold sales of 36,620 ounces for the year and 7,416 ounces for the quarter. 
 
 $60,682,905 in gross gold sales for the year at an average realised price of $1,657 per ounces sold 

(US$1,159/oz using an exchange rate of US$0.75/CND$1.00). 
 

 $56,292,643 in net revenues from gold sales for the year after sales of ounces to the stream 
agreement. 

 
 Cash cost1 of CND$ 1,021 per ounce sold for the year (US$ 770/oz using an exchange rate of 

US$0.75/CND$1.00). 
 

 $12,462,203 in gross gold sales for the quarter at an average realised price of $1,681 per ounce 
sold (US$1,250/oz using an exchange rate of US$0.74/C$1.00). 

 
 $11,450,316 in net revenues from gold sales for the quarter after sales of ounces to the stream 

agreement. 
 
 Cash cost1 of C$ 1,134 per ounce sold for the quarter (US$ 843/oz using an exchange rate of 

US$0.74/C$1.00). 
 

 46,765 metres drilled for the year, 10,260 metres in the quarter: 

o The expansion of the Main vein below level 15 at the Bachelor Mine; 

o Presence of a new structure 1 km south of Bachelor Mine.   
 
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 credits. 
 

 
Barry Project  
 

 17,815 m drilled for the year, 9,688 m for the quarter: 
o Presence of a series of high grade gold sub-vertical shears below the three small pits; 
o Presence of a gold bearing contact zone against intrusive dyke. 

 The Company increased to two drills in May focusing on the shear type structures below and 

laterally from the pits. 

Administration  
 

 The Company had a net loss and comprehensive loss of $404,245 for the year ended 
June 30, 2017.  
 

 The Company had cash of $19,392,815. 
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 The shareholders approved a consolidation of shares on a 10-to-1 basis which was completed on 
April 13th 2017. 

 
 The closing of two private placements of $19,601,531 for which the net proceeds will be used for 

mining development and exploration at the Barry project, repaying the debenture and for general 
working capital purposes. 

 
 The closing of two flow-through private placements of $6,680,475 for which the net proceeds will be 

used to incur exploration expenses. 
 
 Repaid the $9,000,000 debenture on May 10th 2017. 

 
 

SENIOR MANAGEMENT AND DIRECTOR CHANGES 

 
On March 24, 2017, the Company announced the appointment of Mr. Greg Gibson and Mr. Akiba Leisman to its 
Board of Directors.  
 
On April 12, 2017, the Company announced the retirement of the Company’s founders Mr. Serge Roy, Executive 
Chairman and Mr. Ghislain Morin, President, CEO and director.  Mr. Greg Gibson, Chairman of the Board, was 
appointed Chief Executive Officer and Mr. Pascal Hamelin, Chief Operating Officer. 
 
On May 16, 2017, the Company announced the appointment of Mrs. Christina Ouellette and Mr. Pascal Hamelin to 
its Board of Directors.  
 
On July 20, 2017, the Company announced the appointment of James N. Fairbairn as Chief Financial Officer. The 
transition between the actual CFO, Mrs. Claudine Lévesque, and Mr. Fairbairn will be scaled over several months to 
assure a smooth business transition. 
 
 
OPERATION SUMMARY 
 
 
Bachelor Mine overview 
 
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 December 2013, the Bachelor 
Mine reached the commercial production status. The Company has continued with exploration and definition drillings 
around the Bachelor Mine to replace the mined ounces of gold. Between the beginning of the operations in 2010 and 
June 30th 2017, 187,549 ounces were extracted from the Bachelor mine. The proven and probable reserves of the 
technical report published in April 2011 were 200,177 ounces of gold. According to this report, there would be 12,628 
ounces of gold left to extract, using the assumption that all reserves extracted were included in the initial estimate. 
However, the Company is assessing the mineral inventory with the assistance of an independent consulting firm 
MRB & Associates from Val-d’Or as extensive exploration activities have since taken place. 
 
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. The mine has a sleep camp to lodge and cater to all the workers. The employees work on a 
7in/7out schedule, split in 4 teams operating 7 days per week, 24 hours per day. The mill and tailing facility are fully 
functional with all the social and environmental licenses. 
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 Three months ended Twelve months ended 

Operation results June 30TH 2017 June 30TH 2016 June 30TH 2017 June 30TH 2016 

Tonnes milled (Tonnes) 53,372 61,002 239,237 232,603 

Feed grade (g/T) 4.4 4.5 4.7 4.6 

Mill recovery rate (%) 96.6% 96.1% 96.4% 96.4% 

Ounces produced 7,248 8,502 34,853 33,450 

Ounces sold 7,416 9,887 36,620 33,890 

Underground development (metres) 1,292 1,559 4,638 6,492 

Diamond drilling (metres) 21,544 24,557 74,217 66,748 

 
 
Underground Development and construction 
 
In the last twelve months, the ramp development began below level 14 and reached level 15 in the Main ore zone 
and will continue to be developed toward level 16. The diamond drilling confirmed that the Main vein continues below 
level 15 down to level 16. The diamond drilling continues below level 16 down to level 20. In the Hewfran sector, 
drifting on level 12 reached the ore zone. The development of exploration drifts on levels 8 and 14 began this spring 
to access exploration targets further west from Hewfran, and at depth in the Main vein. Also, a third exploration drift 
was started on level 11 to establish a drill base. 
 
In the last quarter, the ore came from Hewfran, and the Main vein below level 14. In the coming months, the 
production coming from the Hewfran sector will be maintained and more ounces should come from the Main vein in 
the ramp area below level 14. 
 
 
Bachelor Mine Exploration 
 
In the last year, the exploration drilling continued in the Hewfran sector to verify the extension of the Hewfran stopes 
below level 14 and further west on level 8. Finally, an additional drill was mobilized in May 2017 to further explore 
below level 16 in the Main vein. In the coming months, the underground exploration drilling will be on the Moroy 
structure south of Bachelor.  
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CHANGE IN ACCOUNTING POLICY  
 
Effective April 1, 2017, the Company changed its accounting policy for exploration and evaluation (“E&E”) 
expenditures, including acquisition costs, to recognize these costs in the statement of comprehensive 
income in the period incurred, as permitted under IFRS 6 Exploration for and Evaluation of Mineral 
Resources. 
 
The previous accounting policy was to capitalize direct E&E expenditures and the related acquisition costs 
as an asset on the Company’s statement of financial position. These direct expenditures included such 
costs as acquisition costs, materials used, surveying costs, drilling costs and payments made to 
contractors. Tax credits and mining duties were applied to reduce related E&E in the period recognized. 
Costs not directly attributable to exploration and evaluation activities, including general administrative 
overhead costs, were expensed in the year in which they occurred. 

 

The new accounting policy has been applied retrospectively.  
 
The impacts of this change in accounting policy in the financial statements are set out below: 

 

 Statements of Financial Position 
 

 
 
 
As at July 1, 2015 

  
 
As previously 
reported 

 Effect of 
change in 
accounting 
policy 

  
As restated 
under the new 
policy 

  $  $  $ 
Materials, supplies and 
gold inventory 

  
6,265,522 

  
(347,135) 

  
5,918,387 

Exploration and 
evaluation assets 

  
17,372,168 

  
(17,372,168) 

  
- 

Property, plant and 
equipment 

  
61,818,911 

  
(25,661,146) 

  
36,157,765 

Deferred income and 
mining taxes  

  
4,312,395 

  
(3,943,302) 

  
369,093 

Accumulated deficit  (69,317,354)  (39,437,147)  (108,754,501) 
 

As at June 30, 2016       

Materials, supplies and 
gold inventory 

  
6,838,016 

  
(553,610) 

  
6,284,406 

Exploration and 
evaluation assets 

  
31,797,434 

  
(31,797,434) 

  
- 

Property, plant and 
equipment 

  
48,797,207 

  
(16,513,388) 

  
32,283,819 

Deferred income and 
mining taxes  

  
4,632,672 

  
(4,632,672) 

  
- 

Accumulated deficit  (71,842,365)  (44,231,760)  (116,074,125) 
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Statements of Comprehensive Loss 

 
 
 
For the year ended 
June 30, 2016 

  
As 
previously 
reported 

 Effect of 
change in 
accounting 
policy 

  
As restated 
under the 
new policy 

  $  $  $ 
       
Operating costs  40,070,402  206,475  40,276,877 
Depreciation and depletion  11,992,755  (6,097,758)  5,894,997 
Cost of sales  53,050,197  (5,891,283)  47,158,914 
Gross profit (loss)  (4,736,333)  5,891,283  1,154,950 
Reversal of impairment of 
exploration and evaluation assets 

  
10,346,015 

  
(10,346,015) 

  
- 

Impairment of property, plant and 
equipment 

  
(3,050,000) 

  
3,050,000 

  
- 

Exploration and evaluation – 
Mining properties in exploration 

  
- 

  
(4,051,739) 

  
(4,051,739) 

Operating loss  (803,008)  (5,456,471)  (6,259,479) 
Financial expenses  (1,527,522)  (27,512)  (1,555,034) 
Loss for the year  (2,227,546)  (5,483,983)  (7,711,529) 
Recovery (income taxes)   (297,465)  689,370  391,905 
Loss and comprehensive loss for 
the year 

  
(2,525,011) 

  
(4,794,613) 

  
(7,319,624) 

Basic and diluted loss per share  (0.01)    (0.18) 
 

 Statements of Cash Flows 
 

For the year ended 
June 30, 2016 

      

       
Operating activities       
Loss and comprehensive loss for 
the year 

  
(2,227,546) 

  
(5,483,983) 

  
(7,711,529) 

Depreciation of property, plant 
and equipment 

  
16,076 

  
101,287 

  
117,363 

Reversal of impairment of 
exploration and evaluation assets 

  
(10,346,015) 

  
10,346,015 

  
- 

Impairment of property, plant and 
equipment 

  
3,050,000 

  
(3,050,000) 

  
- 

Accretion expense  44,728  27,512  72,240 

Depreciation and depletion  11,992,755  (6,097,758)  5,894,997 

Changes in working capital items  42,355  1,541,647  1,584,002 
Cash flow from (used by) 
operating activities 

  
500,252 

  
(2,615,280) 

  
(2,115,028) 

       
Investing activities       

Additions to mining properties  (24,261)  24,261  - 
Additions to exploration and 
evaluation assets 

  
(2,817,163) 

  
2,817,163 

  
- 

Tax credits received  532,703  (226,144)  306,559 
 
Cash used by investing activities 

  
(5,085,650) 

  
2,615,280 

  
(2,470,370) 
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SELECTED ANNUAL INFORMATION  
 
 

 

 

2017 

 2016 

(restated) 

 

   $  $  

Revenue 56,292,643  48,313,864  

Gross profit  11,366,984  1,154,950  

Net loss and comprehensive loss (404,245)  (7,319,624)  

Operating cash flow (used) 6,625,707  (2,115,028)  

Net change in cash 17,503,877  (1,154,790)  

     

     

Cash and cash equivalents 19,392,815  1,888,938  

Working capital (deficiency) 13,872,583  (1,322,083)  

Total assets 59,379,664  43,847,017  

 
Total non-current financial liabilities (excluding unearned revenue) 

 
5,901,362 

  
13,708,982 

 

Basic and diluted loss per share (0.008)  (0.18)  

 
 
OPERATING LOSS 
 
During the quarter ended June 30, 2017, the operating loss totaled $4,074,736 compared to $590,580 in 2016. The 
revenue, cost of sales and gross income totaled $11,450,316, $11,020,982 and $429,334 respectively compared to 
$15,492,036, $13,528,251 and $1,963,785 in 2016. The increase of operating loss of $3,484,156 is mainly explained 
by the decrease of gross profit of $1,534,451, the increase of the severance compensation of $1,300,000, 
exploration and evaluation of $1,248,831, share-based compensation of $1,064,076, offset by the reversal of other 
provisions of $1,884,972.  
 
During the year ended June 30, 2017, the operating income totaled $1,184,168 compared to a loss of $6,259,479 in 
2016. The revenue, cost of sales and gross loss totaled $56,292,643, $44,925,659 and $11,366,984 respectively 
compared to $48,313,864, $47,158,914 and $1,154,950 in 2016. The decrease of operating loss of $7,443,647 is 
mainly explained by the increase in the gross profit of $10,212,034, severance compensation of $1,300,000, share-
based compensation of $1,064,076, exploration and evaluation of $467,683, offset by the reversal of other provisions 
of $734,972.  
 
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, 2017, the depreciation and depletion was calculated with 
36,620 ounces sold on a total of 105,219 ounces. The calculated amount of depreciation and depletion could be 
reduced if, following the underground exploration program, the proven and probable ounces are increased. 
 
 
NET LOSS AND COMPREHENSIVE LOSS 
 
For the quarter ended June 30, 2017, the Company realized a net loss and comprehensive loss of $5,219,246 or 
$0.07 per basic and diluted share compared to $855,073 or $0.02 per basic and diluted share for the corresponding 
quarter of 2016. This difference of $4,364,173 is mainly explained by the decrease in gross profit of $1,534,451 due 
to lower revenue and the unrealized gain on derivative financial instrument of $247,368, the increase of the 
severance compensation of $1,300,000, exploration and evaluation of $1,248,831, share-based compensation of 
$1,064,076, income taxes of $666,091 offset by the reversal of other provisions of $1,884,972. 
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For the year ended June 30, 2017, the Company realized a net loss and comprehensive loss of $404,245 or $0.008 
per basic and diluted share compared to $7,319,624 or ($0.18) per basic and diluted share for the corresponding 
period of 2016. This difference of $6,915,379 is mainly explained by the increase in the gross profit of $10,212,034, 
financial revenues of $383,930, severance compensation of $1,300,000, share-based compensation of $1,064,076, 
income taxes of $883,382, exploration and evaluation of $467,683 and the decrease of the recovery of Part XII.6 
income taxes of $318,050, offset by the reversal of other provisions of $734,972.  
 
For the year ended June 30, 2017, the Company realized a gross profit of $11,366,984 compared to $1,154,950 for 
the corresponding period of 2016. This difference is mainly explained by the higher feed grade of the ore processed 
at the mill during the year. 
 
SUMMARY OF QUARTERLY RESULTS  
 

 

 Q1 
(restated – 

Note 4) 

 Q2 
(restated – 

Note 4) 

 Q3 
(restated – 

Note 4) 

 
 

Q4 

  
Total 
2017 

    $  $  $ $  $ 

Revenue  12,663,044  15,874,919  16,304,364 11,450,316  56,292,643 

  Operating costs  8,483,239  8,894,447  10,474,661 8,455,433  36,307,780 

  Royalties  223,692  367,797  305,771 239,706  1,136,966 

  Depreciation and depletion  1,461,565  1,797,747  1,895,758 2,325,843  7,480,913 

Cost of sales  (10,168,496)  (11,059,991)  (12,676,190) (11,020,982)  (44,925,659) 

Gross profit  2,494,548  4,814,928  3,628,174 429,334  11,366,984 

Administration  (937,351)  (867,830)  (880,970) (3,371,044)  (6,057,195) 

Reversal of other provisions   -  -  - 1,884,972  1,884,972 

Exploration and evaluation – Mining 

properties in production 

 1,706,649 

 

 (382,930) 

 

 (474,998) 

 

(1,249,492) 

 

 (400,771) 

 

Exploration and evaluation – Mining 

properties in exploration 

 (1,315,770)  (1,418,481)  (1,107,065) (1,748,809)  (5,590,125) 

Loss on disposal of non-financial 
assets 

  
- 

  
- 

  
- 

 
(19,697) 

  
(19,697) 

OPERATING INCOME (LOSS)  1,948,076  2,145,687  1,165,141 (4,074,736)  1,184,168 

Financial expenses  (395,685)  (398,286)  (400,933) (388,946)  (1,583,850) 

Financial revenues  139,505  197,925  129,525 19,959  486,914 

INCOME (LOSS) BEFORE INCOME 
TAXES 

  
1,691,896 

  
1,945,326 

  
893,733 

 
(4,443,723) 

  
87,232 

Recovery (income taxes)  157,775  126,271  - (775,523)  (491,477) 

NET INCOME (LOSS) AND 
COMPREHENSIVE INCOME (LOSS) 

  
 

1,849,671 

  
 

2,071,597 

  
 

893,733 

 
 

(5,219,246) 

  
 

(404,245) 

Basic and diluted income (loss) per 
share 

  
0.04 

  
0.05 

  
0.02 

 
(0.07) 

  
(0.008) 

Weighted average number of common 
shares outstanding 
 

  
43,483,567 

  
43,808,168 

  
46,192,816 

 
73,329,144 

  
51,674,370 

Investments in property, plant and 
equipment 

  
667,553 

  
690,344 

  
761,897 

 
3,997,065 

  
6,116,859 

 
Total assets 

  
45,312,850 

  
45,535,170 

  
55,941,115 

 
59,379,664 

  
59,379,664 

 
Total non-current liabilities (excluding 
unearned revenue) 

 
 

9,727,716 

  

9,719,986 

  

9,712,694 

 

5,901,362 

  

5,901,362 

 
 

 
(1) The financial results for the quarters presented prior to June 30, 2017 have been restated to show the effects of the 

change in accounting policy. 
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Q1 

(restated – 
Note 4) 

  
Q2 

(restated – 
Note 4) 

  
Q3 

(restated – 
Note 4) 

 
Q4 

(restated – 
Note 4) 

 Total 
2016 

(restated – 
Note 4) 

    $  $  $ $  $ 

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

  Operating costs  9,039,933  9,795,329  10,119,728 11,321,887  40,276,877 

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

  Depreciation and depletion  1,290,258  1,283,453  1,395,048 1,926,238  5,894,997 

Cost of sales  (10,546,124)  (11,294,776)  (11,789,763) (13,528,251)  (47,158,914) 

Gross (loss) profit  195,228  (1,116,147)  112,084 1,963,785  1,154,950 

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

Reversal of other provisions   -  -  1,150,000 -  1,150,000 

Exploration and evaluation – Mining 

properties in production 

  

(254,474) 

  

(425,859) 

  

(366,989) 

 

(424,152) 

  

(1,471,474) 

Exploration and evaluation – Mining 

properties in exploration 

  

(754,855) 

  

(1,324,621) 

  

(646,945) 

 

(1,325,318) 

  

(4,051,739) 
Loss on disposal of non-financial 
assets 

  
(58,078) 

  
(2,250) 

  
(6,917) 

 
(6,597) 

  
(73,842) 

OPERATING LOSS  (1,641,206)  (3,694,904)  (332,789) (590,580)  (6,259,479) 

Financial expenses  (384,849)  (372,949)  (383,486) (413,750)  (1,555,034) 

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

LOSS BEFORE INCOME TAXES 
  

(1,871,676) 
  

(3,865,106) 
  

(1,229,106) 
 

(745,641) 
  

(7,711,529) 

 Recovery (income taxes)  176,068  235,269  90,000 (109,432)  391,905 

NET LOSS AND COMPREHENSIVE 
LOSS 

  
 

(1,695,608) 

  
 

(3,629,837) 

  
 

(1,139,106) 

 
 

(855,073) 

  
 

(7,319,624) 

 
Basic and diluted loss per share 

  
(0.05) 

  
(0.9) 

  
(0.02) 

 
(0.02) 

  
(0.18) 

Weighted average number of common 
shares outstanding 
 

  
35,686,208 

  
39,395,405 

  
 42,151,382 

 
42,978,822 

  
40,039,227 

Investments in property, plant and 
equipment 

  
599,548 

  
209,587 

  
327,006 

 
1,165,276 

  
2,301,417 

 
Total assets 

  
46,578,833 

  
47,478,572 

  
45,727,894 

 
43,847,017 

  
43,847,017 

 
Total non-current liabilities (excluding 
unearned revenue) 

 
 

17,397,278 

  

17,317,373 

  

17,955,269 

 

13,708,982 

  

13,708,982 

 
 

(1) The financial results for the quarters presented prior to June 30, 2017 have been restated to show the effects of the change 
in accounting policy.
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EXPLORATION 
 
 
BACHELOR 
 
During the last quarter of 2017, a compilation of historical geological data on all properties in the Bachelor block, was 
undertaken. The objective of this exercise is to identify areas for future exploration work. 
 
 
BARRY UNITED – pits sector 
 
During the last quarter, 9,955 metres from 22 holes were drilled around the pits. These holes have intersected 
several gold zones associated with shear zones, located in the Southeast sector of the pits. The average thickness 
of all intersected shears was 2.5 metres, ranging from a half meter to over 9 metres. Gold grades ranged from 1.5 
grams to 14.8 grams of gold. Occasionally, gold grades were greater than 30 grams; then they are associated with 
visible gold. These holes were published in the press release dated June 8, 2017. The possibility of underground 
extraction of the new auriferous gold-bearing lenses is excellent. The next phase of work involves infill drilling. 
 
 
BARRY UNITED - MOSS sector 
 
A surface exploration campaign began in June, 2017, and 1,593 metres (10 holes) were drilled. The purpose of A 
surface exploration campaign began in June, 2017, and 1,593 metres (10 holes) were drilled. The purpose of these 
holes is to extend gold-bearing known zones in the Moss sector and to test some of the geophysical conductors 
present along the NE-regional fault, which controls the gold mineralization of the area.  Gold zones were intersected 
by these drill holes on a few locations on the property. A follow-up is currently underway in the prospective sectors. 
 
 
EXPLORATION ACTIVITIES 
 
Exploration and evaluation expenditures for the three-month period ended June 30, 2017, were $1,748,809. The 
exploration and evaluation expenses were mainly done on the Moroy and Barry properties. See below for the 
detailed analysis of exploration and evaluation expenses by property for the year ended June 30, 2017. 
 
During the year ended June 30, 2017, the exploration and evaluation expenditures net of credit on duties and tax 
credits were of $5,590,125 compared to $4,051,739 for the same period in the prior year. This increase of 
$1,538,386 represents exploration work performed mainly on the Moroy and Barry properties.   
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Expenses 

 
Dubussion 

 
Whanapiti 

 
MJL-2 

 
Nelligan 

 
Barry 
United 

 
Barry  

 

 
Barry 

Extension 

 
Oracle 
Souart 

 
Geonova 

 
Moroy 

 
Other 

 
Total 

 $ $ $ $ $ $ $ $ $ $ $ $ 

Drilling - - - 629 539,483 1,274,061 141,569 - - 798,423 - 2,754,165 

Salaries and fringe benefits - - - - 113,540 416,792 5,000 - - 468,989 - 1,004,321 

Lodging - - - 567 53,531 165,540 15,626 - - 102,614 - 337,878 

Assays - - - - 2,524 264,880 1,785 - - 63,445 397 333,031 

Maps and reports - - - - 25 133,038 - - - 5,182 - 138,245 

Professional fees - 3,029 - - 24,486 93,718 - - - - - 121,233 

Material - - - - 12,766 97,821 1,525 - - 4,836 - 116,948 

Depreciation - - - - - 108,514 - - - - - 108,514 

Fuel and energy - - - - 7,185 98,062 - - - - - 105,247 

Stripping and line cutting - - - 3,596 39,783 34,959 310 - - 14,305 - 92,953 

Maintenance  - - - - 21,674 45,564 - - - 16,512 - 83,750 

Telecommunications - - - - 5,101 73,041 - - - - - 78,142 

Share-base payment - - - - - - - - - 64,041 - 64,041 

Road maintenance - - - - - 61,095  - - - - 61,095 

Equipment maintenance - - - - 10,800 43,313 - - - - - 54,113 

Equipment rental - - - - 1,495 22,847 - - - 23,376 - 47,718 

Consulting fees - - - 4,454 24,713 10,120 6,240 - - - - 45,527 

Geophysics - Prospection - - - - 32,975 - 9,340 - - - - 42,315 

Mining rights 1,014 4,308 1,794 12,249 - 5,864 262 1,606 375 1,237 - 28,709 

Core library - - - - - 23,757 - - - - - 23,757 

 
Environment 

- - - - - 8,987 - - - - - 8,987 

Taxes and permits - - - - - 7,192 - - - - - 7,192 

Office supplies - - - - - 2,270 - - - - - 2,270 

TOTAL 1,014 7,337 1,794 21,495 890,081 2,991,435 181,657 1,606 375 1,562,960 397 5,660,151 
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Detailed analysis of exploration and evaluation expenses incurred during the years 
ended June 30: 

 

   2017  2016 

  $  $ 

     

Drilling  2,754,165  2,712,670 

Salaries and fringe benefits  1,004,321  642,781 

Lodging  337,878  53,969 

Assays  333,031  151,520 

Maps and reports  138,245  181,280 

Professional fees  121,233  1,845 

Material  116,948  16,175 

Depreciation  108,514  101,287 

Fuel and Energy  105,247  72,513 

Stripping and line cutting  92,953  1,092 

Maintenance  83,750  57,456 

Telecommunications  78,142  5,004 

Share-based compensation  64,041  - 

Road maintenance  61,095  77,648 

Equipment maintenance  54,113  4,839 

Equipment rental  47,718  58,075 

Consulting  45,527  19,270 

Geophysics and prospection  42,315  79,428 

Mining rights  28,709  24,261 

Core library   23,757  4,013 

Environment  8,987  - 

Taxes and permits  7,192  10,986 

Office expenses  2,270  1,771 

  5,660,151  4,277,883 

     

Credit on duties and tax credits  (70,026)  (226,144) 

 
Net expenditures during the year 

  
5,590,125 

  
4,051,739 
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CASH FLOWS 
  
Cash flows from (used by) operating activities for the year ended June 30, 2017 amounted to $6,625,707 
compared to ($2,115,028) in 2016. The difference is mainly due to the increase of gross profit. 
 
Cash flows used in investing activities for the year ended June 30, 2017 was $6,367,116 compared to 
$2,470,370 in 2016. The difference is mainly due to the increase of additions to property, plant and 
equipment.  
 
Cash flows from financing activities for the year ended June 30, 2017 totaled $17,245,286 compared to 
$3,430,608 in 2016. The difference is mainly due to the increase of issuance of units offset by the 
payment of the debenture. 
 
BALANCE SHEET  
 
On June 30, 2017, the total assets of the Company were $59,379,664 compared to $43,847,017 as at 
June 30, 2016. This difference of $15,532,647 is mainly due to an increase of cash of $17,503,877 and 
security deposits of $1,093,003 offset by the decrease of materials, supplies, gold inventory of 
$2,127,683 and property, plant and equipment of $1,648,365. 
 
Gold inventory 
 
The gold inventory in the circuit as at June 30, 2017 totaled 2,023 ounces and the doré bars totaled 227 
ounces. Gold inventory is valued at the lower of cost and net realizable value. The cost of the gold 
inventory was $2,172,342 while the net realizable value was $3,197,343 as at June 30, 2017. 
 
On June 30, 2017, the liabilities of the Company were $22,652,526 compared to $32,312,780 on 
June 30, 2016. This difference of $9,660,254 is mainly due to the decrease in convertible debentures of 
$8,270,931, unearned revenue of $2,756,548 and other provisions of $1,888,083 and the increase of 
long-term debt of $1,336,825, other liabilities of $1,133,454 and trade and other liabilities of $760,771. 
 
Net Working Capital 
 
On June 30, 2017, the Company had a working capital of $13,872,583 compared to a working capital 
deficiency of $1,322,083 on June 30, 2016.  
 
More advanced exploration and development work and the production of gold on the Bachelor property 
could require additional funding.  
 
Equity 
 
The increase in equity is mainly due to the issuance of units during the year. 
 
 
 
LIQUIDITY 
 
As at June 30, 2017, the Company had cash of $19,392,815. If additional liquidity were needed, the 
Company will contemplate equity financing. Significant exploration efforts 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.  
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SOURCES OF FINANCING 
 
During the year, the Company issued 1,725,056 common shares for a total amount of $1,045,721 
following the exercise of warrants. The fair value of the exercised warrants amounted to $106,261. 
 
On June 30, 2017, the Company completed a private placement of 5,250,000 flow-through shares priced 
at $1.13 each for proceeds of $5,932,500. An amount of $1,417,500 related to the liability component 
was recorded within other liabilities in the statement of financial position. A cash commission of 6% was 
paid. 
 
On April 21, 2017, the Company completed a private placement of 12,642,143 units at $0.70 each for 
gross proceeds of $8,849,500. Each unit consisted of one common share and one-half of one common 
share purchase warrant. Each full warrant entitles the holder to purchase one share of the Company at a 
price of $0.90 each until April 21, 2019. A cash commission of $103,966 was paid.  
 
On April 13, 2017, the Company completed a consolidation of its issued and outstanding common 
shares on a 10-to-1 basis ("Share Consolidation"). The Share Consolidation affected all shareholders, 
option holders and warrant holders uniformly and thus did not materially affect any security holder’s 
percentage of ownership interest. All references in these financial statements and this MD&A to common 
shares, options and share purchase warrants have been retroactively adjusted to reflect the Share 
Consolidation.  
 
On March 21, 2017, the Company completed a private placement of 17,920,052 units at $0.60 each for 
gross proceeds of $10,752,031. Each unit consisted of one common share and one-half of one common 
share purchase warrant. Each full warrant entitles the holder to purchase one share of the Company at a 
price of $0.90 each until March 21, 2019. In addition, 997,300 flow-through shares were issued at a price 
of $0.75 each, for gross proceeds of $747,975. A cash commission of 6.5% was paid and 567,521 
broker warrants were issued. These broker warrants may be exercised at a price of $0.65 for a period of 
24 months and have a fair value of $170,256. 
 
 
 

 Schedule of changes in outstanding shares  
 

 

Number of 
shares 

 Share 
capital 

 

 

  $  

 Balance as at June 30, 2015 35,655,775  113,521,713 
 

 Units issued through private placement 3,468,000  1,387,200 
 

 Units issued through flow-through private placement 2,955,212  1,182,085 
 

 Issuance cost of units -  (333,682) 
 

 Exercise of warrants 1,089,960  759,470 
 

 Balance as at June 30, 2016 43,168,947  116,516,786 
 

 Units issued through private placements 30,562,195  19,601,531 
 

 Units issued through flow-through private placement 6,247,300  5,213,110 
 

 Issuance cost of units -  (1,610,747) 
 

 Exercise of warrants 1,725,056  1,151,982 
 

 Balance as at June 30, 2017 81,703,498  140,872,662 
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WARRANTS 
 

Outstanding warrants entitle their holders to subscribe to an equivalent number of common shares, as 
follows: 
 
Investors June 30, 2017  June 30, 2016 

   
Weighted 

average    
Weighted 

average 

 
Number of 

warrants 
 

exercise 
price 

 
Number of 

warrants 
 

exercise 
price 

   $    $ 
Balance at beginning  7,168,631  0.62  3,937,025  1.40 
Granted 15,281,098  0.90  4,945,606  0.65 
Exercised (1,688,456)  0.61  (314,000)  0.56 
Expired -  -  (1,400,000)  3.00 

Balance at end  20,761,273  0.83  7,168,631  0.62 

 
Broker warrants June 30, 2017  June 30, 2016 

   
Weighted 

average    
Weighted 

average 

 
Number of 

warrants 
 

exercise 
price 

 
Number of 

warrants 
 

exercise 
price 

   $    $ 
Balance at beginning  149,433  0.55  540,000  0.55 
Granted 567,521  0.65  385,393  0.55 
Exercised (36,600)  0.58  (775,960)  0.55 

Balance at end  680,354  0.63  149,433  0.55 

 
 
 
Outstanding warrants are as follows: 
  
Investors June 30, 2017  June 30, 2016 

Expiry date  Exercise price  Number  Number 

  $     
March 27, 2018  0.55  1,527,975  2,257,025 
November 6, 2018  0.65  3,434,500  3,934,500 

November 19, 2018  0.65  517,700  977,106 
March 21, 2019  0.90  8,960,026  - 
April 21, 2019  0.90  6,321,072  - 

    20,761,273  7,168,631 

 
Broker warrants June 30, 2017  June 30, 2016 

Expiry date  Exercise price  Number  Number 

  $     
March 27, 2017  0.55  -  26,600 
November 6, 2018  0.55  33,600  33,600 
November 19, 2018  0.55  89,233  89,233 
March 21, 2019  0.65  557,521  - 

    680,354  149,433 

 



 

 17 

 
 
SHARE-BASED COMPENSATION 
 
 
On May 15, 2017, the Company granted to directors, officers and employees 1,800,000 stock options 
exercisable at $0.88 per share for 5 years. The fair value of these share options amounted to $1,152,738. 
The fair value of the options granted was estimated using the Black-Scholes option pricing model with no 
expected dividend yield, 0.91% risk-free interest rate, 106.9% expected volatility and 5 years expected life. 
Stock options are exercisable at date of grant.   
 
On March 21, 2017, the Company granted to officers 45,000 stock options exercisable at $0.70 per share 
for 5 years. The fair value of these share options amounted to $23,409. The fair value of the options 
granted was estimated using the Black-Scholes option pricing model with no expected dividend yield, 
1.16% risk-free interest rate, 99.82% expected volatility and 5 years expected life. Stock options are 
exercisable at date of grant.   
 
On November 25, 2015, the Company granted to an officer 50,000 stock options exercisable at $0.50 per 
share for 5 years. The fair value of these share options amounted to $16,123. The fair value of the options 
granted was estimated using the Black-Scholes option pricing model with no expected dividend yield, 
0.92% risk-free interest rate, 89.44% expected volatility and 5 years 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.   
 
 
An amount of $49,158 ($16,123 in 2016), $1,064,076 ($nil in 2016) and of $64,041 ($nil in 2016) of the 
share-based compensation was recorded respectively in operating costs, administrative expenses and in 
exploration and evaluation expenses and credited to contributed surplus. 
 

Schedule of changes in outstanding options 
 

 
 

June 30, 2017  June 30, 2016 

  

 

 

Number of 
options 

 

Weighted 
average 
exercise 

price 

  

 

Number of 
options  

Weighted 
average 
exercise 

price 

    
$    $ 

Outstanding, at the beginning  
 

1,613,500  3.60  1,831,000  3.60 

Granted 
 

1,845,000  0.88  50,000  0.50 

Cancelled  -  -  (262,500)  3.20 

Expired 
 

(155,000)  4.02  (5,000)  7.00 

Outstanding, at end of year  3,303,500  2.06  1,613,500  3.60 

Exercisable, at end of year  3,303,500  2.06  1,601,000  3.60 
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The following table summarizes certain information for stock options outstanding and exercisable as at 
June 30, 2017 

 
Outstanding options  Exercisable options 

 
 
 
 

Exercise price 
$ 

  
 
 
 

Number 
of options 

 Weighted 
average 

remaining 
contractual 

life 
(years) 

  
Weighted 
average 
exercise 

price 
$ 

  
 
 
 

Number of 
options 

  
Weighted 
average 
exercise 

price 
$ 

0.50 to 2.49  2,372,500  4.35  0.93  2,372,500  0.93 
2.50 to 4.99  536,900  4.98  2.57  536,900  2.57 
5.50 to 10.00  394,100  1.97  8.14  394,100  8.14 

0.50 to 10.00  3,303,500  4.17  2.06  3,303,500  2.06 

 
 

 
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. 

STANDARDS ISSUED BUT NOT YET EFFECTIVE  

 
The information is provided in Note 2.2 of the June 30, 2017, financial statements. 
 
SUMMARY OF ACCOUNTING POLICIES 
 
The information is provided in Note 2 of the June 30, 2017, financial statements. 
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Mineral reserves estimate 
 
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 and resources that the Company 
considers highly likely to be able to convert into reserves, which form the life-of-mine of producing mining 
properties of the Company, 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 significantly 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. 
 
Included in the life-of-mine estimate are measured, indicated and inferred resources that are not converted 
in reserves but over which the Company has a high expectation to convert to reserves in the future. The 
inclusion of these resources is an estimate that has a significant impact on the above-mentioned items 
impacted by the life-of-mine estimate. 
 
As at June 30, 2017, the Company adjusted the life-of-mine estimate of its mining properties in production 
based on updated geological data. Consequently, the life-of-mine estimate was increased, which will result 
in a decrease of the yearly depreciation of property, plant and equipment amortized over the life-of-mine. 

 
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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Judgements: 
 
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 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. 
 

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. 
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Variable 

  
Change 

 Impact on net earnings 
(C$) 

Price of gold (US$)  +/-10% per ounce  +/-  5,600,000 
Exchange rate (US$/C$)  +/-15% (US$/C$)  +/-  8,400,000 

 

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, 2017 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, 2017, financial statements. 
 
FINANCIAL RISK MANAGEMENT, OBJECTIVES AND POLICIES  
 
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, 2017, financial statements for an extended description of the Company’s main financial 
risks and policies. 
 

SENSITIVITY ANALYSIS 
 
The Company’s financial results are sensitive to movements in the price of gold, and the US$/C$ 
exchange rate, as the Company mostly generates revenue in U.S. dollars and generally incurs expenses 
in Canadian dollars. The following table describes, for demonstration purposes only, the financial impact 
that changes in certain variables would generally have had on the Company’s 2017 net earnings, all other 
variables being constant. 

RISK FACTORS  
 
The following major risk factors should be given special consideration when evaluating trends, risks and 
uncertainties relating to the Company’s business. Any of the following risk factors could cause 
circumstances to differ materially from those described in forward – looking statements relating to the 
Company, and could have a material adverse effect upon the Company, its business, operations, results 
of operations, financial condition and prospects. Although the following are major risk factors identified 
by management, they do not comprise a definitive list of all risk factors related to the Company. In 
addition, other risks and uncertainties not presently known by management could impair the Company 
and its business, operations, results of operations, financial condition and prospects. 
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Exploration, Development and Operating risks  
 

Mining operations are inherently dangerous and generally involve a high degree of risk. Metanor’s 
operations are subject to all of the hazards and risks normally encountered in the exploration, 
development and production of precious and base metals, including, without limitation, unusual and 
unexpected geologic formations, seismic activity, rock bursts, cave-ins, flooding and other conditions 
involved in the drilling and removal of material, any of which could result in damage to, or destruction of, 
mines and other producing facilities, personal injury or loss of life and damage to property and 
environmental damage, all of which may result in possible legal liability. Although the Company expects 
that adequate precautions to minimize risk will be taken, mining operations are subject to hazards such as 
fire, rock falls, geo-mechanical issues, equipment failure or failure of retaining dams around tailings 
disposal areas which may result in environmental pollution and consequent liability. The occurrence of 
any of these events could result in a prolonged interruption of the Company’s operations that would have 
a material adverse effect on its business, financial condition, results of operations and prospects. The 
exploration for and development of mineral deposits involves significant risks, which even a combination 
of careful evaluation, experience and knowledge may not eliminate. While the discovery of an ore body 
may result in substantial rewards, few properties that are explored are ultimately developed into producing 
mines. Major expenses may be required to locate and establish mineral reserves, to develop metallurgical 
processes and to construct mining and processing facilities at a particular site. It is impossible to ensure 
that the exploration or development programs planned by Metanor will result in a profitable commercial 
mining operation. Whether a mineral deposit will be commercially viable depends on a number of factors, 
some of which are: the particular attributes of the deposit, such as size, grade and proximity to 
infrastructure, metal prices that are highly cyclical, and government regulations, including regulations 
relating to prices, taxes, royalties, land tenure and environmental protection. The exact effect of these 
factors cannot be accurately predicted, but the combination of these factors may result in the Company 
not receiving an adequate return on invested capital. There is no certainty that the expenditures made 
towards the search and evaluation of mineral deposits will result in discoveries or development of 
commercial quantities of ore. Development projects have no operating history upon which to base 
estimates of future capital and operating costs. For development projects, resource estimates and 
estimates of operating costs are, to a large extent, based upon the interpretation of geologic data obtained 
from drill holes and other sampling techniques, and feasibility studies, which derive estimates of capital 
and operating costs based upon anticipated tonnage and grades of ore to be mined and processed, 
ground conditions, the configuration of the ore body, expected recovery rates of minerals from ore, 
estimated operating costs, and other factors. As a result, actual production, cash operating costs and 
economic returns could differ significantly from those estimated. It is not unusual for new mining 
operations to experience problems during the start-up phase, and delays in the commencement of 
production can often occur. Mineral exploration is highly speculative in nature. There is no assurance that 
exploration efforts will be successful. Even when mineralization is discovered, it may take several years 
until production is possible, during which time the economic feasibility of production may change. 
Substantial expenditures are required to establish proven and probable mineral reserves through drilling. 
Because of these uncertainties, no assurance can be given that exploration programs will result in the 
establishment or expansion of mineral resources or mineral reserves.  
 
Additional capital and financing risk  
 
The exploration and development of the Company’s properties, including continuing exploration and 
development projects, and the construction of mining facilities and commencement of mining operations, 
may require substantial additional financing. Failure to obtain sufficient financing will result in a delay or 
indefinite postponement of exploration, development or production on any or all of the Company’s 
properties or even a loss of a property interest. Additional financing may not be available when needed or 
if available, the terms of such financing might not be favourable to the Company and might involve 
substantial dilution to existing shareholders. 
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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. 
 
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. 
 
Litigation  
 
All industries are subject to legal claims, with and without merit. Legal proceedings may arise from time to 
time in the course of the Company’s business. Defense and settlement costs of legal claims can be 
substantial, even with respect to claims that have no merit.  As of the date hereof, the Company is 
awaiting a court decision in connection with the criminal proceedings that were brought in connection with 
a workplace accident that resulted in the death of 3 workers in 2009. Although 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, the Company’s reputation can be damaged which 
can negatively impact the operations of the Company.  
 
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. 
 
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. 
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CAPITAL MANAGEMENT POLICIES AND PROCEDURES  
 
The Company’s capital management objectives are: 
 

– to increase the value of the assets of the Company;  
– 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.  
 
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 14.1 and 23 of the June 30, 2017, 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 Directors and executive officers of the Company 
consisting of the President and Chief Operating Officer, General Director and Chief Financial Officer. The 
remuneration of key management includes the following expenses: 

    2017   2016 

  

$  $ 

Wages, directors’ fees, bonuses and benefits 

(included in operating costs and salaries and fringe benefits)  921,759  995,807 

Professional fees 

(included in professional fees and investors’ relations)  292,905  335,860 

Defined contribution pension plan 

(included in operating costs and salaries and fringe benefits)  47,552  54,192 

Severance compensation  1,300,000  - 

Share-based compensation 

(included in operating costs and share-based compensation)  1,017,173  16,123 

Employee benefits expense 

 

3,579,389  1,401,982 

Resulting from the above-mentioned transactions, an amount of $716,538 ($nil in 2016) is included in trade 

and other payables as at June 30, 2017. 
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OFF-BALANCE-SHEET TRANSACTIONS 

In 2017 and 2016, the Company was not involved in any off-balance-sheet transactions. 

 
CONTINGENCY AND COMMITMENTS 
 
Commitments 

 
1) 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. 

 
The Company will renounce qualifying expenses for an amount of $6,680,475 as at 
December 31, 2017. Management is required to fulfil its commitments within the stipulated deadline of 
one year from these dates. As at June 30, 2017, exploration work of $6,229,265 must be spent before 
December 31, 2018. 

 
2) 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 $2,681,123 has already been paid for a net balance owing of $1,318,980 as at 
June 30, 2017. 
 

Contingency 
 
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 EVENT 

 
On September 29, 2017, the Company completed the transactions relating to the amending agreement with 
Sandstorm Gold Ltd., effectively reducing the existing gold stream on the Bachelor mine (which required 
the Company to sell 20% of its gold production at the fixed price of US$500) and replacing it with a 3.9% 
net smelter return royalty (NSR) on all minerals produced from the Bachelor and Barry properties (includes 
the surrounding exploration properties held by the Company), of which 2.1% of the royalty can be 
repurchased upon payment of US$2M for each property, thereby reducing the NSR to 1.8%. These new 
terms will become effective once the Company has delivered to Sandstorm, 12,000 ounces of gold at the 
fixed price of $US500. As part of the consideration, the Company issued 3,164,156 common shares to 
Sandstorm, at the deemed price of $0.77 per common share, for an aggregate value of $2,436,400.  
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CHANGE OF YEAR END 
 
On October 10th, 2017, the Company filed a Notice pursuant to NI51-102 (available under the Company’s 
profile at www.sedar.ca) advising of a change to its year-end from June 30th to December 31st.  
Consequently, audited financial statements and accompanying documents will be prepared for the 
transition year (July 1 to December 31, 2017) and be available on or before April 30th, 2018.  Interim 
financial statements and accompanying documents for the three months ended September 30, 2017 will be 
available prior to November 29th, 2017.    
 
 

OUTSTANDING SHARE AND CONVERTIBLE EQUITY INFORMATION 

 

On October 20, 2017, the capital structure of the Company was: 
 

 

Authorized: Unlimited number of Common Shares 
Outstanding:  

 
84,867,654 

Outstanding Stock Options:  3,369,000 

Outstanding Investors’ Warrants  20,761,273 

Outstanding Brokers’ Warrants 680,354 

 
 

FORWARD LOOKING STATEMENTS 
 
Certain statements in this MD&A constitute ‘forward looking statements’, including statements regarding 
the plans, intentions, beliefs and current expectations of the Company with respect to the future business 
activities and operating performance of the Company. The words “may”, “would”, “could”, “will”, “intend”, 
“plan”, “anticipate”, “believe”, “estimate”, “expect” and similar expressions, as they relate to the Company, 
are intended to identify such forward-looking statements. Investors are cautioned that forward-looking 
statements are based on the opinions, assumptions and estimates of management considered reasonable 
at the date the statements are made, and are inherently subject to a variety of risks and uncertainties and 
other known and unknown factors that could cause actual events or results to differ materially from those 
projected in the forward-looking statements. These factors include, among others, the development of the 
Company’s properties, expected production from, and the further potential of, the Company’s properties, 
the anticipated timing and commencement of exploration programs on various targets within the 
Company’s land holdings, the ability of the Company to successfully achieve business objectives, the 
Company's expectations in connection with the projects and exploration programs being met, the impact of 
general business and economic conditions,  fluctuating gold prices, currency exchange, possible variations 
in ore grade or recovery rates, changes in accounting policies, changes in the Company's corporate 
mineral resources, changes in project development, construction, production, the possibility of project cost 
overruns or unanticipated costs and expenses, failure of plant, equipment or processes to operate as 
anticipated, unexpected changes in mine life, seasonality and unanticipated weather changes, costs and 
timing of the development of new deposits, success of exploration activities, permitting time lines, risks 
relating to infrastructure, permitting and licenses, government regulation of the mining industry, risks 
relating to foreign operations, uncertainty in the estimation and realization of mineral resources and mineral 
reserves, quality and marketability of mineral product, environmental regulation and reclamation 
obligations, risks relating to litigation, government regulation of mining operations, environmental risks, 
unanticipated reclamation expenses, title disputes or claims. Should one or more of these risks or 
uncertainties materialize, or should assumptions underlying the forward-looking statements prove incorrect, 
actual results may vary materially from those described herein as intended, planned, anticipated, believed, 
estimated or expected. Although the Company has attempted to identify important risks, uncertainties and 
factors which could cause actual results to differ materially, there may be others that cause results not be 
as anticipated, estimated or intended. The Company does not intend, and does not assume any obligation, 
to update these forward-looking statements except as otherwise required by applicable law.  

 

http://www.sedar.ca/

