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The objective of the management’s discussion and analysis of Monarques Gold Corporation (“Monarques” or
the “Company”) is to help the reader better understand the activities of the Company. It explains changes in
the financial position and the results for the three-month and nine-month periods ended March 31, 2018, and
compares the Company’s statements of financial position as at March 31, 2018, and June 30, 2017. It should
be read in conjunction with the consolidated financial statements and the notes thereto for the year ended
June 30, 2017. These unaudited consolidated condensed interim financial statements have been prepared in
accordance with International Financial Reporting Standards (“IFRS”). Consequently, all comparative financial
information presented in this MD&A reflects the consistent application of IFRS.
The unaudited consolidated condensed interim financial statements and this MD&A have been reviewed by
the Audit Committee and approved by the Company’s Board of Directors on May 22, 2018. Unless otherwise
indicated, all the amounts in this MD&A are in Canadian dollars. Additional Information about Monarques can
be found on www.sedar.com.

FORWARD-LOOKING STATEMENTS
Some statements contained in this MD&A, especially the opinions, the projects, the objectives, the strategies,
the estimates, the intent and the expectations of the Company that are not historical data, are forward-looking
statements. Such statements can be recognized by the terms “forecast”, “anticipate”, “consider”, “foresee” and
other similar terms and expressions. These statements are based on information available at the time they are
made, on assumptions and expectations by management, acting in good faith, concerning future events and
concerning, by their nature, known and unknown risks and uncertainties mentioned herein (see the section
entitled Risks and uncertainties). These forward-looking statements include, but are not limited to, the
Company’s business objectives, its plans to improve the profitability of the Beaufor and Camflo mines, its plans
to extend the life of the Beaufor mine, the preparation of NI 43-101 technical reports for the McKenzie Break
and Swanson properties, its plans to develop the Wasamac gold deposit, the acceleration of the underground
exploration program at the Beaufor mine, the improvement in grade at the Beaufor mine, the reduction of
dilution, the improvement of the mining sequence and the increase of custom milling capacity. The actual
results for the Company could differ materially from those expressed or implied in these forward-looking
statements. As such, it is recommended not to place undue reliance on forward-looking statements. These
statements do not reflect the potential incidence of special events which could be announced or take place
after the date of this MD&A. Except if the applicable legislation requires it, the Company does not intend to
update these forward-looking statements to reflect, in particular, new information or future events, and it is by
no means committed to doing so.

DESCRIPTION OF THE COMPANY
Monarques is an emerging gold producer focused on continuing its expansion through its large portfolio of
quality projects in the Abitibi mining camp, in Quebec, Canada. The Company currently owns close to 300 km²
of gold properties, including the Beaufor mine; the Croinor Gold, Wasamac, McKenzie Break and Swanson
advanced projects; the Camflo and Beacon mills; and several promising exploration projects. It also offers
custom milling services out of its 1,600 tonne-per-day Camflo mill. Monarques has over 150 qualified
employees who oversee its production, development and exploration activities.
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The Company was incorporated on February 16, 2011 under the Canada Business Corporations Act. The
address of the head office is 68, avenue de la Gare, Suite 205, Saint-Sauveur, Quebec, J0R 1R0. The
Company’s securities are listed on the TSX Venture Exchange (“TSX-V”) under the symbol “MQR”.
Marc-André Lavergne, Eng., Vice-President Operations, is the Company’s qualified person as defined by
NI 43-101 who has reviewed and verified the technical information contained in this MD&A.

LOCATION OF PROPERTIES

4

MONARQUES GOLD CORPORATION
Management discussion and analysis
Three-month and nine-month periods ended March 31, 2018

HIGHLIGHTS AS AT THE REPORTING DATE














On April 6, 2018, the Company announced its partnership with Mission Monarch, a scientific project
dedicated to the conservation of the Monarch butterfly through research, citizen science and education.
The project is an initiative of the Montreal Insectarium, Space for Life.
On April 5, 2018, the Company announced that it had retained BBA to conduct a conceptual study for
the transportation of gold-bearing material from the Wasamac deposit to an existing processing plant
with an authorized tailings management facility in the region for custom milling.
On March 28, 2018, the Company announced the filing on SEDAR of a National Instrument 43-101
technical report for its Croinor Gold project.
On March 27, 2018, the Company reported new results that mark the end of its 2017 drilling program
at the Beaufor Mine. The results are from a total of 7,157 metres of drilling in 52 holes, including
5 exploration holes (2,651 metres) and 47 definition drill holes (4,506 metres). The holes were drilled
in multiple areas of the mine, including Zone Q, Zone QH2 and Zone 32 and the 350H, 1700 and
Granodiorite East projects.
On March 12, 2018, the Company closed a non-brokered private placement of units with the
Government of Québec, through the Capital Mines Hydrocarbures fund managed by Ressources
Québec, pursuant to which the Company issued 12,820,513 units priced at $0.39 per unit for aggregate
gross proceeds of $5,000,000.
On February 22, 2018, the Company announced that it would carry out a total of 50,000 metres of
drilling in 2018 at the Beaufor Mine and the Croinor Gold property.
On February 13, 2018, the Company announced the preparation of gold resource estimates in
accordance with National Instrument 43-101 for its McKenzie Break and Swanson properties. The
Company retained the services of Géologica of Val-d’Or for the McKenzie Break property and
InnovExplo Inc. for the Swanson property.
On February 8, 2018, the Company announced the results of an updated prefeasibility study for its
wholly-owned Croinor Gold property.

GOING CONCERN
Management estimates that the working capital available to the Company at the end of the period will provide
the Company with adequate funding to cover its budget for the next twelve months for operating and general
administrative expenses, to meet its short-term obligations, and to balance its planned exploration budget for
the next twelve months. However, the Company will need to periodically obtain new funds to continue as a
going concern and meet its obligations. The Company’s ability to continue as a going concern depends on its
ability to realize its assets and obtain additional financing. In this regard, the Company began to generate
revenues in October 2017. Although it has been able to raise funds in the past, there is no assurance that the
Company will be able to do so in the future and there is no assurance that these sources of financing and
initiatives will be available to the Company or that they will be available on terms which are acceptable to the
Company.
As at March 31, 2018, all of the Company’s financial liabilities (except the non-current portion of purchase price
balances payable and finance leases) had contractual maturities of less than one year and the Company had
enough funds available to meet its current financial liabilities. At the same date, the Company had $12,151,840
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in cash and cash equivalents not reserved for exploration, or for the design and construction of the power line
on the Croinor Gold property ($2,989,534 as at June 30, 2017). The total working capital (excluding funds
reserved for exploration, design and construction of the Croinor Gold property power line and the liability related
to flow-through shares) of $7,922,928 will be used to meet its future financial liabilities from its commitments,
mainly related to the Beacon property acquisition, McKenzie Break and Swanson properties acquisition and
Croinor Gold property development and its operational activities at the Beaufor mine and Camflo mill. The
Company had $5,565,877 ($3,971,840 as at June 30, 2017) of funds reserved for exploration, $374,472 for
the design and construction of the power line on the Croinor Gold property as at March 31, 2018 ($394,781 as
at June 30, 2017) and $600,000 in trust for the closure of the mine.
These unaudited consolidated condensed interim financial statements have been prepared in accordance with
IFRS and on a going concern basis. The application of IFRS under the assumption of going concern may be
inappropriate because the above condition indicates the existence of a material uncertainty which may cast
significant doubt on the ability of the Company to continue as a going concern. These unaudited consolidated
condensed interim financial statements do not include adjustments that should be made to the carrying amount
of assets and liabilities if the assumption of going concern proves to be unfounded.

BUSINESS COMBINATION
On October 2, 2017, the Company acquired all the mining assets of Richmont in Quebec (“Transaction
Assets”). The Transaction Assets acquired include all of Richmont’s claims, mining leases and mining
concessions, including the Beaufor Mine, the Chimo, Monique and Wasamac properties and all the issued and
outstanding shares of Camflo Mill Inc., and Louvem Mines Inc. as well as all plants, mills, buildings, structures,
equipment, inventory and property.
In exchange, the Company issued 34,633,203 shares, representing 19.9% of its issued and outstanding
common shares on an undiluted basis, for proceeds of $12,121,621. The Company will also assume the
environmental obligations of $6,842,373 for the Beaufor mine, Camflo mill and Monique mine restoration plans,
should these facilities close in the future.
Lastly, the Company will pay Richmont royalties on the following net smelter returns (NSRs):




1.5% for the Wasamac property with an option to purchase 0.5% of the royalty for $7.5 million;
1.0% on claims owned by Richmont in the Camflo property;
1.0% for the Beaufor property after the Company has produced 100,000 ounces of gold, following the
closing of the Transaction.

A business combination is defined in IFRS 3, Business Combinations, as a transaction in which an acquirer
obtains control of a business, which is defined as an integrated set of activities and assets that is capable of
being conducted and managed for the purpose of providing a return to investors. For an integrated set of
activities and assets to be considered as a business, the set must include inputs and processes. The
acquisition of Transaction Assets meets the definition of a business combination. Consequently, the
transaction was accounted for as a business combination in which Monarques is the acquirer.
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The assets acquired and liabilities assumed were recognized at their provisional estimated fair value at the
transaction closing date, i.e. October 2, 2017. Acquisition-related transaction costs estimated at $402,424 were
expensed in the consolidated statement of net income (loss) and comprehensive income (loss).
As at March 31, 2018, the Company had not yet completed the acquisition price allocation of Richmont’s
identifiable net assets in Quebec. Some information needs to be confirmed, such as the fair value of certain
assets. The allocation should be completed by June 30, 2018.
Richmont and the Company agreed to put $600,000 into a trust account for a thirty-month period for future
payment of severance payments for employees transferred upon the acquisition of Richmont’s Quebec mining
assets.
The following table shows the purchase price allocation between the assets acquired and liabilities assumed
based on the fair value of the total consideration at the transaction closing date. The fair value was estimated
based on market participant information that management considered reasonable for assessment purposes
and on other factors such as current asset conditions:

Fair value of consideration paid:
Common shares issued
Fair value of net assets acquired:
Cash
Other current assets
Assets held for sale
Property, plant and equipment, including Beaufor mining property
Mining properties under exploration
Current liabilities
Environmental obligations assumed
Finance leases
Deferred income and mining taxes

$
12,121,621

1,041,106
4,789,070
550,000
5,500,000
14,972,785
(3,148,302)
(6,842,373)
(1,059,756)
(3,680,909)
12,121,621

For the three-month and nine-month periods ended March 31, 2018, revenue from the business acquisition
included in the statement of net income was $9,820,111 and $20,118,035 respectively, and the net loss was
$888,797 and $343,965 respectively.
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KEY FINANCIAL DATA
(in dollars except per-share data)

Three-month periods
ended March 31
2018
2017

Nine-month periods
ended March 31
2018
2017

Revenue
Cost of sales
Gross margin
Administrative costs
Net loss

9,820,111
10,006,660
(186,549)
1,542,671
(2,162,588)

–
–
–
797,040
(696,081)

20,118,035
18,848,097
1,269,938
3,730,340
(1,994,751)

–
–
–
1,958,830
(1,709,904)

Cash flows from operating activities

(3,366,968)

(622,739)

(1,772,217)

(1,602,903)

Cash flows from financing activities
Cash flows from investing activities
EBITDA (1)

4,932,605
(1,056,642)
(1,552,407)

5,255,018
(521,158)
(583,581)

20,433,438
(7,925,187)
(1,414,822)

9,479,821
(3,065,448)
(1,375,889)

(0.010)

(0.005)

(0.010)

(0.013)

Key per-share data
Basic and diluted net loss

RECONCILIATION OF NET LOSS TO EBITDA
(in dollars)

Net loss
Income and mining taxes
Finance expense
Amortization

EBITDA

(1)

Three-month periods
ended March 31
2018
2017
(2,162,588)
(696,081)
73,648
101,141

Nine-month periods
ended March 31
2018
2017
(1,994,751)
(1,709,904)
(548,646)
320,338

53,524

11,359

119,729

13,677

483,009

–

1,008,846

–

(1,552,407)

(583,581)

(1,414,822)

(1,375,889)

(1) EBITDA: “Earnings before interest, taxes and depreciation” is a non-IFRS financial performance measure with no standard definition under IFRS. It is therefore possible that this
measure could not be comparable with a similar measure of another company. The Company uses this non-IFRS measure as an indicator of the cash generated by the operations and
allows investors to compare the profitability of the Company with others by cancelling effects of different assets bases, effects due to different tax structures as well as the effects of
different capital structures. See the “Non-IFRS Measures” section of this MD&A.

(in dollars)

Cash and cash equivalents
Total assets
Non-current long-term liabilities
Shareholder’s equity

March 31,
2018
18,092,189
74,532,735
19,822,209
43,453,358

June 30,
2017
7,356,155
26,657,724
7,712,953
16,914,079
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KEY OPERATING STATISTICS
Three-month periods
ended March 31
2018
2017

Nine-month periods
ended March 31
2018
2017

Ounces of gold sold
Ounces of gold produced
Grade
Recovery

4,823
4,932
4.72
98.91

–
–
–
–

10,267
10,376
4.81
98.78

–
–
–
–

Key data per ounce of gold (CA$)
Average market price
Average selling price (1)
Production cash costs (2)
All-in sustaining costs

1,680
1,624
1,642
1,980

–
–
–
–

1,641
1,602
1,490
1,795

–
–
–
–

Average exchange rate (CA$/US$)

1.2648

–

1.2682

–

Key data per ounce of gold (US$)
Average market price
Average selling price (1)
Production cash costs (2)
All-in sustaining costs

1,329
1,284
1,298
1,565

–
–
–

1,294
1,263
1,175
1,415

–
–
–

–

–

(1)

Average selling prices for the 2018 three and nine months periods are expected to be $41 and $32 respectively higher if gold deliveries (861 ounces for the quarter and
1,722 ounces for the nine-month period) to Auramet in regard to the deferred revenues during the periods had been accounted for at the market price on the date the
agreement was closed on October 2, 2017 instead of the recorded price representing amounts received from future gold production divided by the ounces to be delivered.

(2)

Production cash costs is a non-IFRS financial performance measure with no standard definition under IFRS. This measure may therefore not be comparable with a similar
measure presented by another company. See the “Non-IFRS Measures” section of this MD&A.

Although the consolidated financial statements of Monarques are reported in Canadian dollars (“CA$” or “$”),
the Company also discloses financial and operating statistics in U.S. dollars. On a quarterly basis, the CA$ to
US$ exchange rate is adjusted to reflect the actual quarterly rate and year-to-date rate as at the end of each
quarter.

OUTLOOK
The main business objectives that the Company plans to achieve are: i) improve the profitability of the Beaufor
Mine and the Camflo mill; ii) extend the life of the Beaufor mine by way of a drilling program totaling
30,000 metres in 2018; iii) increase the resources of the Croinor Gold property by way of a drilling program
totaling 20,000 metres in 2018; iv) finalize the NI 43-101 technical reports for the McKenzie Break and Swanson
properties; and v) study the various possible scenarios, including custom milling, for the development of the
Wasamac gold deposit.
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Monarques is continuing its efforts to improve grades at the Beaufor mine by reducing dilution and improving
the mining sequence in the coming quarters by selecting higher grade sites.
The Company has secured the inflow of ore for the whole 2018 fiscal year at the Camflo mill. The demand for
custom milling has risen during recent quarters and Monarques is considering other possibilities to increase
its custom milling capacity.

REVIEW OF FINANCIAL RESULTS
Third quarter ended March 31, 2018
The Beaufor mine produced 4,932 ounces of gold in the third quarter, a 9% decrease over the 5,444 ounces
produced in the prior quarter, and a 5% increase over the quarterly average of 4,715 ounces produced during
the prior nine-month period by the previous owner.
Revenue recorded in the third quarter reached $9.8 million over $nil in the comparable quarter of fiscal 2017.
This increase is due to the Company’s acquisition of Richmont Mines’ assets in Quebec. A total of
4,823 ounces of gold were sold during the quarter at an average realized price of $1,624 (US$1,284) per
ounce.
Cost of sales, including depreciation totalled $10 million, compared with $nil for the corresponding period of
fiscal 2017. Several equipment failures during the quarter required maintenance and repairs, which significantly
increased the cost of sales. Since the acquisition of the Beaufor mine on October 2, 2017, the Company has
implemented measures to reduce production costs, including the signature of several custom milling contracts.
The Beaufor mine’s production cash costs of $1,642 (US$1,298) per ounce in the third quarter are significantly
up from the costs of $1,338 (US$1,052) per ounce in the previous quarter, primarily due to increased
maintenance costs due to equipment failures, as well as lower grades.
All-in sustaining costs (AISC) stood at $1,980 (US$1,565) for the third quarter, as compared to $1,705
(US$1,341) per ounce in the previous quarter. AISC at the Beaufor mine increased due to the rise in production
cash costs.
General and administrative expenses amounted to $1.5 million in the third quarter, compared with $0.8 million
in the corresponding prior-year quarter, primarily due to additional administrative activities from the
management of assets acquired from Richmont Mines in Quebec.
Exploration expenses amounted to $0.3 million in the third quarter, compared with $nil in the corresponding
prior-year quarter. These expenses are related to exploration at the Beaufor mine.
The Company recognized a foreign exchange loss of $81,385 related to changes in the Canadian dollar versus
the U.S. dollar at the balance sheet dates. Purchase price balances denominated in U.S. dollars are primarily
subject to currency fluctuations.
The Company recorded income of $91,813 in the third quarter ended March 31, 2018, related to flow-through
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shares ($175,418 in the corresponding quarter of the previous year).
For the third quarter ended March 31, 2018, income tax expense and deferred mining taxes totalled
$0.07 million, compared to $0.1 million for the same quarter of fiscal 2017.
The Company reported a net loss of $2.2 million or $0.010 per basic and diluted share in the third quarter of
fiscal 2018, compared to a net loss of $0.7 million or $0.005 per basic and diluted share in the third quarter of
fiscal 2017.
EBITDA for the quarter was ($1.6 million), as compared to ($0.6 million) for the same quarter of fiscal 2017.
The decrease in EBITDA is mainly attributable to the operating losses incurred during the quarter on the assets
acquired from Richmont Mines and the additional administrative expenses for operational management.

Nine-month period ended March 31, 2018
Beaufor mine’s production for the nine-month period stood at 10,376 ounces of gold.
Revenue for the nine-month period ended March 31, 2018 amounted to $20.1 million, over $nil in the
corresponding period in fiscal 2017. This increase is due to the Company’s acquisition of Richmont Mines’
assets in Quebec. A total of 10,267 ounces of gold were sold during the period at an average realized price of
$1,602 (US$1,263) per ounce.
Cost of sales, including amortization totalled $18.8 million, compared with $nil for the corresponding period of
fiscal 2017. Several equipment failures during the quarter required maintenance and repairs, which significantly
increased the cost of sales. Since the acquisition of the Beaufor mine on October 2, 2017, the Company has
implemented measures to reduce production costs, including the signature of several custom milling contracts.
The Beaufor mine’s production cash costs of $1,490 (US$1,175) per ounce are significantly down from the
costs of $1,929 (US$1,540) per ounce posted by Richmont Mines (extract from MD&A of Richmont Mines inc.
of third quarter ended September 30, 2017 dated as at November 7, 2017) in the quarter prior to the acquisition
by Monarques, primarily due to the drop-in unit milling costs arising from the higher number of tonnes custommilled at the Camflo mill, which had a positive impact on unit costs, as well as the smaller administrative
structure supporting the operations.
All-in sustaining costs (AISC) stood at $1,795 (US$1,415) for the quarter. Quarterly AISC at the Beaufor mine
were $1,616.
General and administrative expenses amounted to $3.7 million for the nine-month period ended
March 31, 2018, compared with $2.0 million for the corresponding prior-year period, primarily due to additional
administrative activities from the operations acquired in the Richmont Mines’ assets in Quebec and higher
consulting and professional fees related to this transaction.
Exploration expenses amounted to $0.6 million for the nine-month period ended March 31, 2018, compared
with $nil for the corresponding prior-year period. These expenses are related to exploration at the Beaufor
mine.
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As per the agreement with Auramet International LLC (“Auramet”), the Company is required to hedge some of
its future gold production. The Company entered into forwards and participating forwards contracts, which are
considered as normal sales under IFRS. The Company also purchased call and put options amounting to
$95,000 and is committed to 2,500 put options under the agreement with Auramet. These contracts are
accounted for at fair value. The mark to mark of these contracts resulted in a loss of $0.1 million for the first
nine months of fiscal 2018.
The Company recognized a foreign exchange gain of $107,329 related to changes in the Canadian dollar
versus the U.S. dollar at the balance sheet dates. Purchase price balances denominated in U.S. dollars are
primarily subject to currency fluctuations.
The Company recorded income of $528,722 in the nine-month period ended March 31, 2018, related to flowthrough shares ($532,148 in the corresponding period of the previous year).
For the nine-month period ended March 31, 2018, recovery of deferred income taxes and mining taxes totalled
$0.5 million, compared to an expense of $0.3 million for the same period of fiscal 2017. Future income and
mining taxes liabilities amounting to $3,680,909 were accounted for in the business acquisition. The Company
had income and mining taxes assets available and recognized of $869,000 in the statement of net income and
$835,688 in the statement of change in equity.
The Company reported a net loss of $2.0 million or $0.010 per basic and diluted share for the nine-month
period ended March 31, 2018, compared to a net loss of $1.7 million or $0.013 per basic and diluted share for
the corresponding period of fiscal 2017.
EBITDA for the quarter was negative of $1.5 million, as compared to negative of $1.4 million for the same
quarter of fiscal 2017. EBITDA was stable between the two nine-month periods despite losses incurred in the
current quarter of 2018. The positive EBITDA in the prior quarter of fiscal 2018 offsets the loss in the current
quarter.

REVIEW OF PRODUCTION OPERATIONS
The Camflo mill processed 32,866 tonnes of ore from the Beaufor mine during the third quarter. Average grade
milled was 4.7 g/t of gold for the quarter, lower than forecasted for the quarter due to a higher dilution factor
from a stope in Zone Q, and a higher than expected proportion of low-grade ore development. Several
equipment failures during the quarter required maintenance and repairs, which significantly increased the cost
of sales. A total of 4,932 ounces of gold was produced in the third quarter.
The Company is currently reviewing its production sequence and its stope access development. Equipment
has been restored and additional equipment will be relocated in the coming weeks to ensure availability.

Camflo Mill
The Company has entered into a custom milling contract with Nottaway Resources Inc. to process ore from
the Vezza mine at the Camflo mill. The contract covers as least 15,000 tonnes of ore per month, for at least
180,000 tonnes in 2018. This contract in addition to other custom milling contracts and ore from the Beaufor
12
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mine will allow the Company to operate the Camflo mill at full capacity in 2018.

REVIEW OF EXPLORATION AND EVALUATION OPERATIONS
(in dollars)

Exploration and evaluation expenses
Beaufor Mine
Croinor Gold
Wasamac
Other
Exploration and project evaluation before depreciation
and exploration tax credits
Capitalized exploration and evaluation expenses
Exploration and evaluation expenses

Three-month periods
ended March 31
2018
2017

Nine-month periods
ended March 31
2018
2017

437,865
242,649
104,058
81,765

–
507,147
–
123,666

910,366
1,784,560
104,058
81,765

–
1,843,891
–
182,483

866,337

630,813

2,880,749

2,026,374

428,472

630,813

1,970,383

2,026,374

437,865

–

910,366

–

Beaufor Mine
The Company performed exploration drilling in Q3 2018 and definition drilling (included in cost of sales). Drilling
was concentrated in the lateral extension and parallel zones of Zone Q. Exploration drilling is also underway
in the southern part of the Beaufor zone and the western and eastern extensions of the former Perron Mine.
The program at the Beaufor mine will consist of 14,000 metres of definition drilling and 16,000 metres of
exploration drilling. The program is designed to follow up on the strong, high-grade results of the last drilling
program, which returned intersections of 61.48 g/t Au over 3.9 metres, 39.05 g/t Au over 1.8 metres and
15.44 g/t Au over 3.0 metres from the Zone Q sector, as well as 12.33 g/t Au over 1.6 metre and 14.25 g/t Au
over 0.5 metre from the Zone 1700 sector.
The goal of the new program is to continue to test the mineralization in the deposit extensions and at depth in
order to increase the Beaufor mine mineral resource. The main drill targets for the program are in the following
sectors: Zone Q, Zone 1700, Zone 173, the western shear and the Beaufor fault at depth. Expectations for
these targets are high based on the latest in-house interpretations and compilations.

Croinor Gold
The Company finished the 2017 drilling campaign in the second quarter of fiscal 2018. Work of compilation
and diamond drill hole planning for 2018 is initiated.
The latest drilling program on Croinor Gold enabled Monarques to increase the size of the deposit, which
remains open along strike and at depth. The program returned numerous intersections with high-grade gold
over good widths, such as 13.10 g/t Au over 4.0 metres, including 33.70 g/t Au over 1.0 metre, at a vertical

13

MONARQUES GOLD CORPORATION
Management discussion and analysis
Three-month and nine-month periods ended March 31, 2018
depth of 58 metres in Hole CR-17-574, and 7.84 g/t Au over 9.0 metres, including 37.80 g/t Au over 1.0 metre
and 12.70 g/t Au over 0.8 metre, at a vertical depth of 197 metres in Hole CR-17-577.
The purpose of the new 20,000-metre program, which started in March 2018, is:


To continue testing the mineralization at depth and to drill at the east and west ends of the deposit;



To drill within the Croinor Gold deposit in areas with insufficient data, in order to increase the indicated
resource of the zones of the block model; and



To drill high potential targets in the vicinity of the deposit.

SELECTED QUARTERLY FINANCIAL INFORMATION
Selected quarterly financial information for the last eight quarters is presented below:
Three-month periods ended:
(in dollars)
Revenue
Cost of sales
Gross margin
Net loss (net income) and
comprehensive loss
Basic and diluted net loss (net income)
per share
EBITDA
Cash and cash equivalents
Working capital
Total assets
Three-month periods ended:
(in dollars)
Net loss and comprehensive loss
Basic and diluted loss per share
EBITDA
Cash and cash equivalents
Working capital
Total assets

March 31,
2018

December 31,
2017

September 30,
2017

June 30,
2017

9,820,111
(10,006,660)
(186,549)

10,297,924
(8,841,437)
1,456,487

–
–
–

–
–

(2,162,588)

665,591

(497,754)

(571,284)

(0.010)
(1,568,630)

0.003
461,875

(0.003)
(343,124)

(0.004)
(158,117)

18,092,189
11,964,682
74,532,735

17,583,194
9,568,085
73,337,655

5,705,285
4,319,231
26,668,885

7,356,155
5,798,654
26,657,724

March 31,
2017

December 31,
2016

September 30,
2016

June 30,
2016

(696,084)
(0.005)
(594,940)

(540,413)
(0.004)
(395,385)

(473,409)
(0.004)
(399,240)

(350,425)
(0.004)
(171,736)

9,517,947
7,563,617
27,078,316

5,406,826
4,943,004
22,132,588

6,760,962
5,883,182
14,624,146

4,706,477
4,549,736
11,241,107
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FINANCIAL POSITION
As at
March 31,
2018

As at
June 30,
2017

Current assets

23,221,850

7,829,346

Long-term assets

51,310,885

18,828,378

Total assets

74,532,735

26,657,724

(in dollars)

Current liabilities

11,257,168

2,030,692

Long-term liabilities

19,822,209

7,712,953

Total liabilities

31,079,377

9,743,645

Shareholder’s equity

43,453,358

16,914,079

Explanations for these changes
Current assets increased primarily due to financings
completed and items of working capital acquired during
the nine-month period.
Long-term assets increased primarily due to the
acquisition of Richmont’s Quebec assets, the acquisition
of the McKenzie Break and Swanson properties and
exploration realized in the nine-month period.
Current liabilities increased primarily due to deferred
revenue completed and Richmont’s Quebec assets
items of working capital acquired during the ninemonth period.
Long-term liabilities increased primarily due to the
balance of purchase price payable resulting from the
acquisition of the McKenzie Break and Swanson
properties, and the assets retirement obligations
related to the acquisition of Richmont’s Quebec assets.
Shareholder’s equity increased primarily due to shares
issued during the nine-month period related to
financings, acquisition of businesses and assets, and
exercise of warrants and options.

LIQUIDITY AND SOURCES OF FINANCING
The Company’s strategy is based on achieving positive cash flows from operations to internally fund operating,
capital and project development requirements. Material increases or decreases in the Company’s liquidity and
capital resources will be substantially determined by the success or failure of the Company’s operations,
exploration, and development programs, the ability to obtain equity or other sources of financing.
As at March 31, 2018, the Company had cash and cash equivalents of $18.1 million, compared to $7.4 million
as at June 30, 2017. Of this amount, $5.6 million is reserved for exploration expenses and $0.4 million is
reserved for the design and construction of the Croinor Gold property power line.
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Financing sources
The financing sources for the last 8 quarters and as the date of this MD&A are listed in the following table:
Date

Type

Securities

Amount ($)

Use of funds

March 12,
2018

Non-brokered
private placement

Common
shares

5,000,000

General and administrative expenses and
working capital. The funds have not yet been
used.

December 7,
2017

Non-brokered
private placement

Flowthrough
shares

1,819,999

Exploration work on the properties owned by
the Company. The funds have not yet been
used.

November 17,
2017

Non-brokered
private placement

Flowthrough
shares

1,549,013

Exploration work on the properties owned by
the Company. The funds have not yet been
used.

6,525,251

General and administrative expenses and
working capital. A portion of the funds was
used for the acquisition of Richmont’s
Quebec assets.

1,815,535

General and administrative expenses and
working capital. The funds were used for the
Company’s operating and investing activities

Flowthrough
shares

3,325,080

Exploration work on the properties owned by
the Company. A portion of the funds was
used for exploration work on the properties
owned by the Company.

September 11,
2017

Non-brokered
private placement

Common
shares
Common
shares

March 8, 2017

Brokered private
placement

December 16
and 23, 2016

Brokered private
placement

Flowthrough
shares

1,533,745

The funds were dedicated to exploration
work on the properties owned by the
Company

July 7, 2016

Brokered private
placement

Flowthrough
shares

2,082,500

The funds were dedicated to exploration
work on the properties owned by the
Company

May 26, 2016

Brokered private
placement

Common
shares

3,000,001

General and administrative expenses and
working capital.
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CASH FLOWS
(in dollars)

Three-month periods
ended March 31
2018
2017

Nine-month periods
ended March 31
2018
2017

Net cash position from (used in)
Operating activities
Financing activities
Investing activities

(3,366,968)
4,932,605
(1,056,642)

(622,739)
5,255,018
(521,158)

(1,772,217)
20,433,438
(7,925,187)

(1,602,903)
9,479,821
(3,065,448)

Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

508,995
17,583,194

4,111,121
5,406,826

10,736,034
7,356,155

4,811,470
4,706,477

Cash and cash equivalents, end of period

18,092,189

9,517,947

18,092,189

9,517,947

Operating activities
Operating cash flows for the third quarter of 2018 were negatively impacted by the loss of profitability. Operating
cash flows, including changes in non-cash working capital items, used $3.4 million, while operating activities
amounted to $0.6 million for the corresponding quarter of 2017.
For the nine-month period ended March 31, 2018, operating cash flows were positively impacted by changes
in non-cash working capital of the assets acquired from Richmont to offset the use of funds from administrative
activities. Operating cash flows, including changes in non-cash working capital items, used $1.8 million, while
the net cash generated from operating activities amounted to $1.6 million for the corresponding quarter of
2017.

Financing activities
For the third quarter of 2018, financing cash flows totalled $4.9 million, of which the main component is a
$5 million portion of the share issuance.
Financing cash flows for the nine-month period ended March 31, 2018 totalled $20.4 million, including
$11.5 million from the issuance of shares, $3,3 million from the issuance of flow-through shares, $5.0 million
of deferred revenue, $1.2 million from the exercise of warrants and options, partially offset by an amount of
$0.2 million for the repayment of a finance lease and $0.5 million for share issuance costs.

Investing activities
Cash flows from investing activities were $1.1 million, including $0.8 million for the acquisition of property, plant
and equipment. The Company received $125,000 from the sale of a property. Non-sustaining exploration costs
were $0.8 million. For the same quarter of fiscal 2017, capital expenditures were $0.5 million.
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Cash flows from investing activities were $7.9 million, including $5.0 million in mine and mill infrastructure
security deposits to Quebec’s Ministry of Energy and Natural Resources; $1.6 million for the acquisition of
property, plant and equipment; $1 million received as part of the transaction with Richmont; and $0.6 million
held in trust for the purposes of the transaction with Richmont. The Company received $550,000 from the sale
of properties. Non-sustaining exploration costs were $2.1 million. For the same quarter of fiscal 2017, capital
expenditures were $3.1 million.

OUTSTANDING SHARE CAPITAL
The following table sets out the common shares, stock options, warrants and warrants to brokers of the
Company that are outstanding as at the date of this MD&A:
as at May 22, 2018
Common shares

232,864,396

Share purchase options
(average exercise price: $0.22)

7,765,000

Warrants
(average exercise price: $0.41)

23,099,541

Warrants to brokers
(average exercise price: $0.41)

1,283,638

RELATED PARTY TRANSACTIONS AND COMMERCIAL OBJECTIVES
During the three-month and nine-month periods ended March 31, 2018, the Company incurred the following
expenses with executive officers of the Company. The transactions were entered into in the normal course of
business and are measured at the exchange amount, which is the amount agreed between the parties.
(in dollars)
Wages and fringe benefits paid to key management
personnel
Fees paid to members of the Board of Directors

Three-month periods
ended March 31
2018
2017

Nine-month periods
ended March 31
2018
2017

48,911

42,061

245,372

209,309

17,363

12,750

56,613

41,435

The transactions are in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration established and agreed to by the related parties.

OFF-BALANCE SHEET AGREEMENTS
The Company does not have any off-balance sheet agreements.
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COMMITMENTS AND CONTINGENCIES
The Company had the following commitments as at the date of this report:
Properties

Net smelter return (NSR) royalties

Beaufor

1.0% payable after the Company has produced 100,000 ounces of gold

Belcourt

1.5% (0.5% redeemable for $1 million)

Camflo NO

1.0%

Croinor Gold

1.5%

McKenzie Break

1.5% (0.5% redeemable for $750,000)

Regcourt Gold

1.0% on certain mining claims (redeemable for $1 million)
1.5% (0.5% redeemable for $1 million)

Swanson

1.5% (0.5% redeemable for $750,000)

Simkar Gold

1.5% (0.5% redeemable for $1 million, except on 11 claims)

Wasamac

1.5% (0.5% redeemable for $7.5 million)

Flow-through shares
The Company has committed to disburse eligible exploration and evaluation expenses, pursuant to the Canada
Income Tax Act and Quebec Taxation Act, of $3,325,080 by December 31, 2018, and to transfer the related
tax deductions to the subscribers to the flow-through investment completed on March 8, 2017. In relation to
this commitment, the Company had incurred cumulative eligible expenses of $1,128,215 as at March 31, 2018
and had $2,196,865 in funds reserved for exploration and evaluation.
The Company has committed to disburse eligible exploration and evaluation expenses, pursuant to the Canada
Income Tax Act and Quebec Taxation Act, of $3,369,012 by December 31, 2018, and to transfer the related
tax deductions to the subscribers of the flow-through share investment completed on November 16, 2017 and
December 7, 2017. In relation to this commitment, the Company had not incurred eligible expenses as at
March 31, 2018, and had $3,369,012 in funds reserved for exploration and evaluation.

GOLD COMMODITY PRICES
The Company’s earnings are directly related to commodity prices as revenues are derived primarily from the
sale of gold. For its gold production, the Company may reduce its risk of a decrease in the price of gold through
the occasional use of forward sales contracts and put and call options. The risk related to the price of gold is
new to the Company since October 2, 2017, subsequent to the acquisition completed on that date.
The Company recognizes all derivative instruments at fair value, except for certain derivative instruments
eligible for the exception for purchases and sales in the normal course of business.
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FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
The Company recognizes all derivative instruments at fair value, except for certain derivative instruments
eligible for the exception for purchases and sales in the normal course of business.
As at March 31, 2018, the Company had outstanding derivative contracts for gold production as follows:
MARCH 31, 2018
Expiration
April 2018
April 2018
April 2018
May 2018
June 2018
August 2018
August 2018
Balance as at March 31, 2018

Call options
(ounces)
500
(250)
(250)
500
500
1,250
(2,500)
(250)

Forward contracts
($)
1,575
1,725
1,745
1,575
1,575
1,650
1,700

(ounces)
500
–
–
500
500
–
–

($)
1,510
–
–
1,510
1,510
–
–

1,500

The fair value of these derivative instruments is an estimate of the amounts the Company would receive or
would have to pay to terminate the outstanding contractual obligations at the reporting date. The fair value
of these contracts non-eligible for the exception for purchases and sales in the normal course of business
as at March 31, 2018 was negative of $33,580 ($nil as at June 30, 2017). The fair value of forwards
contracts is marked against the spot price of gold on the valuation date and then adjusted for any forward
premiums or discounts that may exist in the Canadian dollar and gold market. The fair value of option
positions are valued using the Black-Scholes model. Model inputs are based on market conditions on the
valuation date using mid-market rates (midpoint of bid and ask spreads).
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RECONCILIATION OF COST OF SALES TO PRODUCTION CASH COSTS AND TO ALL-IN
SUSTAINING COSTS PER OUNCE SOLD
Quarter ended March 31, 2018

Beaufor/Camflo

Corporate

Consolidated

(in dollars, except for per ounce data)

Ounces of gold sold
Cost of sales
Corporate general and administrative costs
Amortization
Custom milling contracts revenue
By-product credits
Cost of sales, net of depreciation, other revenue and byproduct credits
Production cash costs ($/ounce)
Sustaining costs
Corporate general and administrative costs
All-in sustaining costs
All-in sustaining costs ($/ounce)

Period from October 1, 2017 to March 31, 2018

–
–
–
–
–
–
–

4,823
10,006,660
555,271
(473,264)
(1,967,420)
(24,904)

1,642

–

1,642

693,579
–
8,789,922

–
987,400

693,579
987,400

977,655

9,767,577

1,782

198

1,980

4,823
10,006,660
555,271
(473,264)
(1,967,420)
(24,904)
8,096,343

Beaufor/Camflo

Corporate

8,096,343

Consolidated

(in dollars, except for per ounce data)

Ounces of gold sold
Cost of sales
Corporate general and administrative costs
Depreciation
Custom milling contracts revenue
By-product credits
Cost of sales, net of depreciation, other revenue and byproduct credits
Production cash costs ($/ounce)
Sustaining costs
Corporate general and administrative costs
Adjustment for standardized costs
All-in sustaining costs
All-in sustaining costs ($/ounce)

10,267
18,848,097
1,268,490
(994,413)
(3,624,876)
(40,960)
15,456,338

–
–
–
–
–
–
–

10,267
18,848,097
1,268,490
(994,413)
(3,624,876)
(40,960)
15,456,338

1,490

–

1,490

1,312,912
–
–
16,769,250

–
1,857,954
(402,424)

1,312,912
1,857,954
(402,424)

1,455,530

18,627,204

1,616

140

1,795

Production cash costs include mining site operating costs such as mining, processing, administration, royalties,
production taxes, excluding depreciation, restoration, capital expenditures, and exploration and evaluation
costs. These costs are then divided by ounces of gold attributed to commercial production from the Company’s
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mining sites to obtain the total cash costs per ounce produced. The measure, as well as revenues, are
considered one of the key indicators of a company's ability to generate operating profits and cash flows from
its mining activities. Production cash costs do not have a standardized meaning prescribed by IFRS, may not
be comparable to similar measures presented by other issuers and should not be considered in isolation or as
a substitute for measures of performance prepared in accordance with IFRS. These measures are not
necessarily indicative of net income or cash flows from operating activities as determined under IFRS.
The Company considers that, while it is relevant, the current measure of all-in sustaining costs commonly used
in the gold industry does not take sustaining costs into account, and therefore does not present a
comprehensive view of its operational performance or ability to generate cash flows from its current operations.
All-in sustaining costs ("AISC”) start with production cash costs and include maintenance capital expenditures,
exploration and evaluation expenses, and general and administrative expenses. Underground mine
development costs related to production areas, ongoing replacement of mining equipment and spare parts,
mine tailings and other facilities, capitalized contaminated site production costs and other capital expenditures
are classified as sustaining capital.
This measure is intended to represent the cost of selling gold from current operations and therefore does not
include capital expenditures attributable to development projects or mine expansions, exploration expenses,
tax payments, working capital defined as current assets (excluding inventory adjustments), items required to
normalize earnings, interest expense or dividend payments.
As a result, this measure does not represent all the Company’s cash expenses and is not indicative of the
Company’s overall profitability. The calculation of AISC per ounce sold is based on the Company’s interest in
the sales of its gold mine. Using an attributable interest presentation is a more equitable way to measure
economic performance than using a consolidated basis. The Company presents the AISC per ounce sold
measure based on attributable sales, compared to the Company’s current total cash cost presentation, which
is based on attributable production. AISC does not have a standardized meaning prescribed by IFRS, is
unlikely to be comparable to similar measures presented by other issuers and should not be considered in
isolation or as a substitute for measures of performance prepared in accordance with IFRS. This measure is
not necessarily indicative of net income or cash flows from operating activities as determined under IFRS.
NON-IFRS FINANCIAL MEASURES
Throughout this document, the Company has provided measures prepared according to IFRS as well as some
non-IFRS financial performance measures. Because the non-IFRS performance measures do not have any
standardized definition prescribed by IFRS, they may not be comparable to similar measures presented by
other companies. The Company provides these non-IFRS financial performance measures as they may be
used by some investors to evaluate our financial performance. Accordingly, they are intended to provide
additional information and should not be considered in isolation or as a substitute for measures of performance
prepared in accordance with IFRS. These non-IFRS financial performance measures were reconciled to
reported IFRS measures within the document (Refer to the section Selected quarterly financial information for
the description and reconciliation of those non-IFRS measures).
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SIGNIFICANT ACCOUNTING POLICIES
There is a full disclosure and description of the Company’s significant accounting policies and changes in
accounting policies in notes 3 and 4 of the audited consolidated financial statements for the year ended
June 30, 2017. The Company adopted new accounting policies, which are described in note 4 of the
consolidated condensed interim financial statements as at March 31, 2018.

FINANCIAL INSTRUMENTS
There is a full disclosure and description of the Company’s financial instruments, financial risk management
and capital management in notes 20 and 21 of the audited consolidated financial statements for the year ended
June 30, 2017.

RISK FACTORS
Risk factors are presented in detail in the Company’s management’s discussion and analysis report for the
year ended June 30, 2017.

ADDITIONAL INFORMATION AND CONTINUOUS DISCLOSURE
This MD&A was prepared as at the date shown in the header of this document. Additional information relating
to the Company, including the technical reports mentioned herein and the Company’s Proxy Circular can be
found on the SEDAR website www.sedar.com and on our website at www.monarquesgold.com.
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