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The objective of Monarques Gold Corporation’s (“Monarch” or the “Company”) management’s discussion and analysis 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 and nine-month periods ended March 31, 2019 and compares the Company’s statements of financial position 
as at March 31, 2019 and June 30, 2018. It should be read in conjunction with the Company’s consolidated financial 
statements and the notes thereto for the year ended June 30, 2018. 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 9, 2019. Unless otherwise indicated, all the amounts 
in this MD&A are in Canadian dollars. Additional information on Monarques is 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 and its plans to develop the Wasamac gold 
deposit. 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 

Monarch is an emerging gold mining company 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 Wasamac deposit, Beaufor mine, the Croinor Gold, McKenzie Break and Swanson advanced projects, the 
Camflo and Beacon mills, and other promising exploration projects. It also offers custom milling services out of its 1,600 
tonne-per-day Camflo mill. As at March 31, 2019, Monarch employed 95 qualified people who oversee its production, 
development and exploration activities. 

The Company has determined that one of its mining properties, Wasamac, contains economically recoverable ore reserves, 
in accordance with a NI 43-101 feasibility study prepared by BBA Inc. dated December 1, 2018 and filed on SEDAR on 
December 3, 2018. As at December 31, 2018, the Company determined that the Wasamac property was still at the 
exploration stage, as the Company has not yet obtained the necessary financing to start the construction and development 
phase of the Wasamac project. 

On August 30, 2018, the Company decided to temporarily suspend the Beaufor mine operations as of December 2018 and 
place it into care and maintenance mode thereafter. In December 2018, the Company continued to reduce its operations at 
the Beaufor mine but postponed the production stop date by a few months in order to recover ounces of gold to accessible 
levels. 
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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 Toronto 
Stock Exchange (“TSX”) 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 

 

HIGHLIGHTS AS OF THE DATE OF THIS MD&A 

 On May 8, 2019, the Company acquired 6,500,000 shares of Unigold Inc. (TSXV: UGD) representing 14.2% of the 
outstanding shares in consideration for the issuance of 3,250,000 common shares of the Company for escrow for 
a period of 24 months. 

 On April 26, 2019, the Company issued a non-brokered private placement through a broker for a total of 2,424,242 
flow-through shares at a price of $0.33 per flow-through share, for total gross proceeds of $800,000. 

 On April 18, 2019, the Company issued a non-brokered private placement through a broker for a total of 3,636,364 
flow-through shares at a price of $0.33 per flow-through share, for total gross proceeds of $1,200,000. 
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 On March 29, 2019, the Company announced the sale of the Pandora royalty to Agnico Eagle Mines Limited, which 
will allow Monarques to reduce the balance of the purchase price of the McKenzie Break and Swanson properties 
by $800,000. 

 On March 20, 2019, the Company published the latest set of analytical results from the 2018 diamond drilling 
program on its wholly owned McKenzie Break project, which intersected 12.60 g/t Au over 1.35 metres, including 
55.90 g/t Au over 0.3 metres. 

 On March 13, 2019, the Company published a second set of analytical results from the 2018 diamond drilling 
program on its wholly owned McKenzie Break project, which intersected 24.40 g/t Au over 2.0 metres, including 
93.80 g/t Au over 0.5 metres. 

 On February 28, 2019, the Company published a first set of analytical results from the 2018 diamond drilling 
program on its wholly owned McKenzie Break project, which intersected 61.20 g/t Au over 2.6 metres, including 
265.00 g/t Au over 0.6 metres. 

 On February 7, 2019, the Company announced the nomination of Mathieu Séguin as Vice-President, Corporate 
Development. 

 On February 4, 2019, the Company published the latest set of analytical results from the 2018 diamond drilling 
program on its wholly owned Croinor Gold project, which intersected 17.26 g/t Au over 1.95 metres, including 
50.10 g/t Au over 0.6 metres. 

 On January 15, 2019, the Company presented new analytical results from the 2018 diamond drilling program on its 
wholly-owned Croinor Gold project, which intersected 74.23 g/t Au over 2.0 metres and 13.85 g/t Au over 1.0 
metres. 

OUTLOOKS 

The main business objectives that the company plans to achieve are: i) following the publication of the feasibility study for 
the Wasamac gold deposit, the Company is examining financing, partnership and other opportunities to advance the project; 
ii) finalize the compilation of drilling results from 2018 on the Croinor Gold and McKenzie Break properties; iii) study the 
various possible scenarios for the Beaufor mine and impact on Camflo. 

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 following the acquisition of the Québec mining assets of 
Richmont Mines Inc. However, it has not yet succeeded in producing consistently profitable results from its ordinary 
activities and must use its available cash to maintain the operation of these assets. As a result, on August 30, 2018, the 
Company had decided to temporarily suspend the activities of the Beaufor mine that would be placed on care and 
maintenance, as of December 2018. In December 2018, the Company continued to reduce its operations at the Beaufor 
mine but postponed the production stop date by a few months in order to recover ounces to accessible levels. 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.  
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As at March 31, 2019, the Company’s current financial liabilities totaled $6,377,851 and the Company had enough working 
capital to meet them. At the same date, the Company had $4,559,020 in cash and cash equivalents not reserved for 
exploration, or for the design and construction of the power line on the Croinor property ($10,585,767 as at June 30, 2018). 
The total working capital (excluding funds reserved for exploration, design and construction of the Croinor property power 
line, the liability related to flow-through shares and contract liabilities) of $4,612,342 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 property development and its operational activities at the Beaufor mine and Camflo mill. As at 
March 31, 2019, the Company had $ 122,381 ($4,281,153 as at June 30, 2018) of funds reserved for exploration, $167,016 
for the design and construction of the power line on the Croinor property ($179,328 as at June 30, 2018) and $252,280 in 
trust. 

KEY FINANCIAL DATA 

(in dollars except per-share data) 
THREE-MONTH PERIODS 

ENDED MARCH 31 
NINE-MONTH PERIODS 

ENDED MARCH 31  
 2019 2018 2019 2018 
Revenue 5,114,247 9,820,111 24,303,607 20,118,035 
Cost of sales 5,094,175 10,006,660 21,893,600 18,848,097 
Gross margin 20,072 (186,549) 2,410,007 1,269,938 
Administrative expenses 1,427,487 1,542,671 5,081,046 3,730,340 
Net loss 765,854 2,162,588 440,697 1,994,751 
Cash flows from operating activities (3,790,188) (3,366,968) (6,755,510) (1,772,217) 
Cash flows from financing activities (478,365) 4,932,605 292,787 20,433,438 
Cash flows from investing activities (155,870) (1,056,642) (3,735,108) (7,925,187) 
EBITDA (1) 59,088 (1,552,407) 2,728,834 (1,414,822) 
    
Key per-share data    

Basic and diluted net loss 0.003 0.010 0.002 0.010 

 

  

(in dollars) 
MARCH 31 

2019 
JUNE 30 

2018 
Cash and cash equivalents 4,848,417 15,046,248 
Total assets 69,743,397 73,665,169 
Non-current liabilities 21,352,551 19,645,247 
Shareholders’ equity 42,012,995 40,782,313 



 

 

MANAGEMENT DISCUSSION AND ANALYSIS – MARCH 31, 2019  PAGE 7 

RECONCILIATION OF NET LOSS TO EBITDA 

(in dollars) 
THREE-MONTH PERIODS 

ENDED MARCH 31 
NINE-MONTH PERIODS 

ENDED MARCH 31 

 2018 2017 2018 2017 
Net loss (765,854) (2,162,588) (440,697) (1,994,751) 
Income and mining taxes 134,519 73,648 1,378,119 (548,646) 
Finance expenses 486,625 53,524 666,633 119,729 
Amortization 203,798 483,009 1,124,779 1,008,846 
EBITDA (1) 59,088 (1,552,407) 2,728,834 (1,414,822) 

(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. 

KEY OPERATING STATISTICS 

  THREE-MONTH PERIODS 
ENDED MARCH 31 

NINE-MONTH PERIODS 
ENDED MARCH 31 

  2019 2018 2019 2018 

Ounces of gold sold 1,427 4,823 9,868 10,267 
Ounces of gold produced 1,328 4,932 9,653 10,376 
Grade (g/t) 3.2 4.72 4.5 4.81 
Recovery (%) 97.8 98.91 98.2 98.78 
     
Key data per ounce of gold (CA$)     
Average market price 1,734 1,680 1,646 1,641 
Average selling price (1) 1,737 1,624 1,624 1,602 
Production cash costs (2) 1,896 1,642 1,457 1,490 
All-in sustaining costs (Beaufor/Camflo) 1,954 1,980 1,544 1,795 
     
Average exchange rate (CA$/US$) 1.3295 1.2648 1.3189 1.2682 
     
Key data per ounce of gold (US$)     
Average market price 1,304 1,329 1,248 1,294 
Average selling price (1) 1,307 1,284 1,231 1,263 
Production cash costs (2) 1,426 1,298 1,105 1,175 
All-in sustaining costs (Beaufor/Camflo) 1,470 1,565 1,171 1,415 

(1) Average selling price for the nine-month period ended March 31, 2019 would be $15 higher ($32 for the period ended March 31, 2018) if gold deliveries (861 ounces for 

the period) to Auramet International LLC in regard to the deferred revenues during the period 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 Monarch 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.  
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REVIEW OF FINANCIAL RESULTS 

Quarter ended March 31, 2019 

Production from the Beaufor mine in the third quarter of the year beginning January 1, 2019 and ending March 31, 2019 
("Fiscal 2019") was 1,328 ounces of gold, a 73% decrease from the 4,932 ounces produced in the same quarter of 2018. The 
slowdown in activity at the Beaufor mine explains this decline. The mine operates with a reduced workforce to access only 
accessible work sites. Some site subsidence caused significant grade declines and equipment failures also contributed to the 
decline in production.  

Due to the preliminary care and maintenance phase since January 2019 at the Beaufor mine, revenues for the third quarter 
of fiscal 2019 declined to $5.1 million, compared to $9.8 million for the same period in fiscal 2018. It should be noted that 
custom milling sales continued to increase as the Camflo plant is operating at full capacity. 

Cost of sales, including depreciation and amortization, totalled $5.1 million, compared to $10 million for the same period in 
2018. 

Cash production cost in the third quarter of fiscal 2019 of $1,896 (US$1,426) per ounce increased compared to the reported 
cost of $1,642 (US$1,298) for the same period in fiscal 2018. The main reasons are the lower production and the impact of 
fixed costs.  

The total cost of production was $1,954 (US$1,470) in the third quarter of fiscal 2019, compared to $1,980 (US$1,565) for 
the third quarter of fiscal 2018 for the same reasons of cash production cost offset by the higher cost of maintaining 
production last year.  

General and administrative expenses amounted to $1.4 million in the third quarter of fiscal 2019 compared to $1.5 million 
in the same period last year. These costs are relatively stable.  

Exploration expenses amounted to $0.3 million in the third quarter of fiscal 2018, while no expenses were incurred in the 
third quarter of fiscal 2019. These expenses are related to exploration at the Beaufor mine and decreased during the quarter 
due to the announcement to place the mine under care and maintenance. 

Financial expenses totalled $0.5 million, compared to $0.1 million for the same period in 2018. The increase is explained by 
the fact that the Company took advantage of a clause in the Beacon mill acquisition agreement to defer the repayment of 
the first three deferred payments by paying a 20% premium. The premium will be added to the three deferred payments 
being carried forward. The deferred payments deferred will then be payable in three equal instalments on the 48th, 54th 
and 60th months following the closing of the transaction, in addition to the deferred payment initially due at that time. 

The Company recorded a $0.3 million foreign exchange gain related to changes in the Canadian dollar against the U.S. dollar 
at the balance sheet dates. The balance of the purchase price denominated in US dollars is mainly subject to currency 
fluctuations.  

The fair value of investments held at March 31, 2019 increased by $0.2 million in the third quarter of 2019. 

The Company sold a 0.5% net smelter return royalty on the Pandora property (the "Pandora Royalty") to Agnico Eagle Mines 
Limited. In consideration for the Pandora royalty, the balance of purchase price for the McKenzie Break and Swanson 
properties acquired from Agnico Eagle Mines Limited will be reduced by $800,000, $600,000 as a share payment in 
December 2019 and $200,000 as a share payment in December 2020. The Company recorded a gain on disposal of non-
financial assets of $724,832 representing the present value of the decrease in future payments of the purchase price 
balance. 

The Company recorded proceeds of $0.1 million related to flow-through shares in the third quarter ended March 31, 2019 
($0.1 million in the corresponding quarter last year) as a result of eligible expenses of $0.4 million incurred during the period.  
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For the three-month period ended March 31, 2019, income tax expense and deferred mining taxes totalled $0.1 million, 
compared to $0.1 million for the corresponding period in 2018. This income tax expense and deferred mining taxes is mainly 
related to capitalized exploration and evaluation costs. 

The Company reported a net loss of $0.8 million or $0.003 per basic and diluted share in the third quarter of fiscal 2019, 
compared to $2.2 million or $0.010 per basic and diluted share in the third quarter of fiscal 2018. 

EBITDA was $0.1 million for the quarter, compared to a loss of $1.6 million for the same period in 2018. 

Nine-month period ended March 31, 2019 

Production from the Beaufor mine for the first nine months of the fiscal year beginning July 1, 2018 and ending March 31, 
2019 ("Fiscal 2019") was 9,653 ounces of gold, a 7% decrease from the 10,376 ounces produced in the same period in 2018.  

Revenues for the nine-month period ended March 31, 2019 were $24.3 million, compared to $20.1 million for the same 
period in 2018. This increase is due to the Company's acquisition of the assets of Richmont Mines Inc. in Québec during the 
second quarter of the comparative year. Thus, revenues for the comparative period were generated over a six-month period 
compared to a nine-month period for the current fiscal year, partially offset by lower revenues in the third quarter of fiscal 
2019 due to the slowdown in activities at the Beaufor mine. A total of 9,868 ounces of gold were sold during the period, at 
an average realized price of $1,624 (US$1,231) per ounce. 

Cost of sales, including depreciation and amortization, totalled $21.9 million, compared to $18.8 million for the same period 
in 2018. This increase is due to the Company's acquisition of the assets of Richmont Mines Inc. in Quebec during the second 
quarter of the comparative year. As a result, the comparative period's cost of sales was incurred over a six-month period 
compared to a nine-month period for the current fiscal year, partially offset by the slowdown in activity in the third quarter 
of fiscal 2019. 

Cash production cost for the first nine months of fiscal 2019 of $1,457 (US$1,105) per ounce decreased from the reported 
cost of $1,490 (US$1,175) per ounce in the same period last year. The main reason is the higher contribution of income such 
as custom milling. 

The total cost of production was $1,544 (US$1,171) for the nine-month period ended March 31, 2019, compared to $1,795 
(US$1,415) per ounce for the corresponding period in 2018. The total cost production decreased due to the decrease in the 
cash cost of production of the costs required to maintain production. 

General and administrative expenses amounted to $5.1 million for the first nine months of fiscal 2019 compared to $3.7 
million for the same period last year, mainly due to additional administrative activities related to the management of the 
assets acquired from Richmont Mines Inc. in Québec. 

Exploration expenses amounted to $0.3 million for the nine-month period ended March 31, 2019, compared to $0.6 million 
for the same period last year. These expenses are related to exploration at the Beaufor mine and their decrease is related 
to the slowdown in activity at the Beaufor mine. 

The Company recorded a $0.1 million foreign exchange gain related to changes in the Canadian dollar against the U.S. dollar 
at the balance sheet dates. The balance of the purchase price denominated in US dollars is mainly subject to currency 
fluctuations. 

During the nine-month period ended March 31, 2019, the Company was notified that it held an investment in shares, all 
from a previous transaction. The Company received shares valued at $874,876 and $326,400 in cash. Since these assets 
were not identifiable at the time of the initial transaction, the value of the assets received has been recorded as "Other 
income" in the consolidated statement of net income and comprehensive income. 

The fair value of investments held at March 31, 2019 increased by $0.2 million in the third quarter of 2019. 
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The Company sold a 0.5% net smelter return royalty on the Pandora property (the "Pandora Royalty") to Agnico Eagle Mines 
Limited. In consideration for the Pandora royalty, the balance of purchase price for the McKenzie Break and Swanson 
properties acquired from Agnico Eagle Mines Limited will be reduced by $800,000, $600,000 as a share payment in 
December 2019 and $200,000 as a share payment in December 2020. The Company recorded a gain on disposal of non-
financial assets of $724,832 representing the present value of the decrease in future payments of the purchase price 
balance. The Company also disposed of its interest in the Chimo property and the East Amphi royalty. 

The Company recorded other income of $1.6 million related to flow-through shares for the first nine months of fiscal 2019 
($0.5 million in the corresponding period last year) as a result of eligible expenses of $5.2 million incurred during the period. 

For the nine-month period ended March 31, 2019, income tax expense and deferred mining taxes totalled $1.2 million, 
compared to a recovery of $0.6 million for the corresponding period in 2018. The increase in income taxes and deferred 
mining taxes is mainly related to capitalized exploration and evaluation costs. Current taxes are mainly related to minimum 
taxes. 

The Company reported a net loss of $0.4 million or $0.002 per basic and diluted share for the first nine months of fiscal 
2019, compared to $2.0 million or $0.010 per basic and diluted share for the same period in fiscal 2018. 

EBITDA was $2.7 million for the nine-month period ended March 31, 2019, compared to a negative EBITDA of $1.4 million 
for the same period in 2018 

REVIEW OF PRODUCTION OPERATIONS 

During the nine-month period ended March 31, 2019, the Camflo mill processed 244,355 tonnes of ore from custom milling 
and the Beaufor mine. The Beaufor mine's share amounted to 68,564 tonnes of ore, which is lower than the previous year 
due to the reduction in activities at the mine. The average grade of milled ore from Beaufor during the first nine months of 
the year was 4.5 g/t gold. The lower grade than projected for the period is directly related to a high dilution rate from the 
workings located in the Q Zone and a higher than expected proportion of the lower grade workings. 

Production activities at the Beaufor mine will be temporarily suspended during the spring of 2019. This decision in August 
2018 to suspend operations was mainly due to low ore grades from Beaufor ores mined in recent quarters, which have had 
a negative impact on the mine's profitability. As a result, the mine's workforce was reduced in December 2018 to continue 
to operate in order to recover ounces at accessible levels for the coming months while controlling costs. After this phase, 
the workforce will be further reduced to ensure the safe maintenance of the mine and its facilities. 

The Company has entered into custom milling contracts with various companies for the processing of ore from mines in 
Abitibi at the Camflo mill. These custom milling contracts and the ore from the Beaufor mine will allow the Company to 
operate the Camflo mill at full capacity for the coming months. The Company is working on the renewal of its contracts and 
is looking for potential customers.  
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REVIEW OF EXPLORATION AND EVALUATION OPERATIONS 

(in dollars) 
NINE-MONTH PERIODS 

ENDED MARCH 31 
  2019 2018 
Exploration and evaluation expenses   
Beaufor Mine 312,114 910,366 
Croinor Gold 2,788,681 1,784,560 
Wasamac 2,497,420 104,058 
McKenzie Break 2,025,383 – 
Others 129,350 81,765 
Exploration and project evaluation before depreciation and exploration tax 

credits 7,752,948 2,880,749 
Capitalized exploration and evaluation expenses 7,440,834 1,970,383 

Exploration and evaluation expenses in profit/loss 312,114 910,366 
 
Wasamac 

On December 3, 2018, the Company announced the positive results of the feasibility study prepared by BBA Inc. for the 
Wasamac gold project. The purpose of the study was to complete a review and compilation of the resources reclassified in 
October 2017 by Roscoe Postle Associates Inc. and to integrate advanced mining designs by integrating Rail-Veyor® 
technology and a paste backfill system, to study treatment options and water and tailings management facilities, and to 
evaluate the economic aspects of this underground gold project. 

The results of the feasibility study show that the Wasamac project is economically viable and could become a low-cost 
production mine. The study also serves as a basis for making a production decision and fully supports the licensing and 
financing process. 

Feasibility study highlights : 

 Significant production volume: average annual gold production of 142,000 ounces over 11 years. 

 High yield: pre-tax internal rate of return of 23.6%, net present value of $522 million and payback period of 3.6 
years. 

 Low production cost: $720/ounce (US$550/ounce) production cash cost and $826/ounce (US$630/ounce) all-in 
sustaining cost. 

 Capital costs: initial capital costs of $464 million, including approximately $230 million for the plant and tailings 
facility. 

 Strategic location: The mine infrastructure will be located on recently acquired land along the Trans-Canada 
Highway and 200 metres from the railway line leading to the main custom milling facilities. 

 High exploration potential: largely under-explored laterally and at depth. 

The technical report summarizing the results of the feasibility study is available on the Monarch website. 

McKenzie Break 

A 13,945 metre diamond drilling program was completed on the McKenzie Break property in the fall of 2018. The goal of 
the program was to explore under known lenses and at the periphery of the Green and Orange multiple vein zones. 

The 2018 drilling program was a real success, increasing the size of the McKenzie Break deposit and confirming its high-
grade potential. Visible gold was found in 17 of the 61 holes, including MK-18-196 which intersected 265.00 g/t Au over 0.6 
metres and MK-18-216 which intersected 93.80 g/t Au over 0.5 metres. 
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McKenzie Break is a high-grade, multiple narrow-vein gold deposit located in the dioritic Pascalis batholith and covered with 
porphyritic diorite and malfic and feisic volcanic rock. On June 14, 2018, the Company reported an NI 43-101 pit-constrained 
resource of 48,133 ounces in the indicated category and 14,897 ounces in the inferred category on the property, as well as 
an underground resource of 53,448 ounces in the indicated category and 49,130 ounces in the inferred category, for a total 
of 165,608 ounces of gold. 

Swanson 

On August 3, 2018, the Company reported an NI 43-101 open pit resource of 98,100 ounces in the indicated category on the 
property, as well as an underground resource of 5,900 ounces in the indicated category, for a total of 104,100 ounces of 
gold. 

Beaufor Mine 

In fiscal 2018, the Company performed exploration drilling and definition drilling (included in cost of sales). Drilling was 
concentrated in the lateral extension and parallel zones of Zone Q, as well as 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 consisted of 14,000 metres of definition drilling and 16,000 metres of exploration drilling. 
The program was 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 in 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 in the Zone 1700 sector. 

The goal of this program was to continue testing the vein in the deposit extensions and at depth in order to increase the 
Beaufor mine mineral resource. The main drill targets for the program were 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. 

Following the announcement to suspend operations, the drilling program was reduced. The Company is compiling and 
analyzing data from drilling results. 

Croinor Gold 

The Company completed a 26,580 metre drilling program in 2018. 

The initial 20,000-metre program began in March 2018 and focused on the expansion and definition of the Croinor Gold 
deposit. The program was completed in early September with 89 holes for a total of 19,935 metres. Based on the positive 
results of the program, the Company decided to drill an additional 8,300 metres and successfully completed 18 holes for a 
total of 6,645 metres before the winter frost. 

The program was a great success, allowing the Company to increase the size and gold content of the planned workings, 
confirm and expand the two underground bulk sample areas, extend the deposit eastward and westward and at depth, and 
find that the deposit is still open in all directions. 

The program also discovered numerous high-grade gold intersections with good widths, such as 8.24 g/t Au over 9.0 metres, 
including 26.38 g/t Au over 2.6 metres in hole CR-18-606, located 328 metres below surface, demonstrating that the deposit 
is still open at depth; 35.90 g/t Au over 1.0 metres in hole CR-18-612; 43.25 g/t Au over 2.1 metres, including 88.60 g/t Au 
over 1.0 metres in hole CR-18-636; and 25.92 g/t Au over 3.4 metres in hole CR-18-647. 

The next phase will focus on upgrading the deposit through the definition drilling and exploration drilling to test high 
potential targets on the 151 km2 property.  
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SELECTED QUARTERLY FINANCIAL INFORMATION 

Selected quarterly financial information for the last eight quarters is presented below: 

THREE-MONTH PERIODS ENDED: 
(in dollars) 

MARCH 31 
2019 

DECEMBER 31 
2018 

SEPTEMBER 30 
2018 

JUNE 30 
2018  

    
Revenue 5,114,247 11,411,996 7,777,364 10,007,386 
Cost of sales 5,094,175 8,516,247 8,283,177 9,836,537 
Gross margin 20,072 2,895,749 (505,813) 170,849 
Net earnings (net loss)  (765,854) 2,175,702 (1,850,545) (2,782,100) 
Basic and diluted net earnings (net loss) per 
share (0.003) 0.009 (0.008) (0.014) 
EBITDA 59,088 3,500,614 (830,868) (1,084,003) 
     
Cash and cash equivalents 4,848,417 9,272,840 10,737,361 15,046,248 
Working capital 4,842,048 4,533,091 5,596,536 6,928,023 
Total assets 69,743,397 72,548,922 70,551,294 73,665,169 
     
Operating activities (3,790,188) 2,319,106 (5,284,428) (534,542) 
Financing activities (478,365) 853,020 (81,868) (59,421) 
Investing activities (155,870) (4,636,647) 1,057,409 (2,451,978) 

 

THREE-MONTH PERIODS ENDED: 
(in dollars) 

MARCH 31 
2018 

DECEMBER 31 
2017 

SEPTEMBER 30 
2017 

JUNE 30 
2017  

    
Revenue 9,820,111 10,297,924 – – 
Cost of sales 10,006,660 8,841,437 – – 
Gross margin (186,549) 1,456,487 – – 
Net earnings (net loss)  (2,162,588) 665,591 (498,754) (571,284) 
Basic and diluted net earnings (net loss) per 
share (0.010) 0.003 (0.003) (0.004) 
EBITDA (1,568,630) 466,541 (328,956) (158,117) 
     
Cash and cash equivalents 18,092,189 17,583,194 5,705,285 7,356,155 
Working capital 11,964,682 9,568,085 4,319,231 5,798,654 
Total assets 74,532,735 73,337,655 26,668,885 26,657,724 
     
Operating activities (3,366,968) 2,507,554 (916,457) (560,596) 
Financing activities 4,932,605 15,464,503 39,983 30,050 
Investing activities (1,056,642) (6,094,148) (774,396) (1,631,246) 
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FINANCIAL POSITION 

(in dollars) AS AT MARCH 31, 
2019 

AS AT JUNE 30, 
2018 

EXPLICATIONS FOR THESE CHANGES 

Current assets 11,219,899 20,165,632 
Current assets decreased primarily due to the use of funds 
for exploration and operating activities, partially offset by 
higher investments. 

Non-current assets 58,523,498 53,499,537 

Non-current assets increased due primarily to exploration 
costs incurred during the period, partially offset by a 
decrease in security deposits related to the insurance 
product used to secure funding, which freed up funds. 

Total assets 69,743,397 73,665,169   

Current liabilities 6,377,851 13,237,609 

Current liabilities decreased following the delivery of the 
remaining ounces of the Auramet contract, the decrease in 
liabilities related to flow-through shares, the decrease in 
payables and other receivables following the decrease in 
operations at Beaufor and the decrease in the current 
portion of long-term debt following a deferral of certain 
payments. 

Non-current 
liabilities 

21,352,551 19,645,247 
Long-term liabilities increased mainly due to the deferral of 
three payments of a purchase price balance and higher 
income taxes and deferred mining taxes. 

Total liabilities 27,730,402 32,882,856   

Shareholders’ equity 42,012,995 40,782,313 
Shareholders' equity increased mainly due to share issues 
during the period. 

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, 2019, the Company had cash and cash equivalents of $4.8 million, compared to $15 million as at 
June 30, 2018. Of this amount, $0.1 million is reserved for exploration expenses and $0.2 million for the design and 
construction of the Croinor Gold property power line. 
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Financing sources 

The financing sources for the last eight quarters and as the date of this MD&A are listed in the following table: 

DATE TYPE SECURITIES AMOUNT ($) USE OF FUNDS 

April 26, 2019 
Non-brokered 

private placement 
Flow-through 

shares 
800,000 

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

April 18, 2019 
Non-brokered 

private placement 
Flow-through 

shares 
1,200,000 

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

December 13, 
2018 

Non-brokered 
private placement 

Flow-through 
shares 

999,770 
Exploration work on the properties owned 
by the Company. The funds were partially 
used. 

March 12, 2018 
Non-brokered 

private placement 
Common 

shares 
5,000,000 

General and administrative expenses and 
working capital and exploration work on 
the properties owned by the Company. 

December 7, 
2017 

Non-brokered 
private placement 

Flow-through 
shares 1,819,999 

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

November 17, 
2017 

Non-brokered 
private placement 

Flow-through 
shares 

1,549,013 
The funds were dedicated to exploration 
work on the properties owned by the 
Company. 

September 11, 
2017 

Non-brokered 
private placement 

Common 
shares 

6,525,251 
The funds were used to acquire Richmont 
Mines Inc.'s Québec assets and working 
capital. 

March 8, 2017 
Brokered private 

placement 

Common 
shares 

1,815,535 

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

Flow-through 
shares 3,325,080 

The funds were dedicated to exploration 
work on the properties owned by the 
Company. 
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CASH-FLOWS 

(in dollars) 
THREE-MONTH PERIODS 

ENDED MARCH 31 
NINE-MONTH PERIODS 

ENDED MARCH 31 

 2019 2018 2019 2018 
     
Net cash position from (used in)      

Operating activities (3,790,188) (3,366,968) (6,755,510) (1,772,217) 
Financing activities (478,365) 4,932,605 292,787 20,433,438 
Investing activities (155,870) (1,056,642) (3,735,108) (7,925,187) 

     
Increase (decrease) in cash and cash equivalents (4,424,423) 508,995 (10,197,831) 10,736,034 
Cash and cash equivalents, beginning of period 9,272,840 17,583,194 15,046,248 7,356,155 

     

Cash and cash equivalents, end of period 4,848,417 18,092,189 4,848,417 18,092,189 

Operating activities 

In the third quarter of fiscal 2019, cash flows from operating activities were unfavourably affected by a $3.7 million decrease 
in profitability and funds used related to non-cash working capital changes, mainly due to lower trade and other payables.  

For the nine-month period ended March 31, 2019, cash flows from operating activities were negatively impacted by the 
operating loss and the use of $4.9 million related to non-cash working capital changes mainly due to lower trade and other 
payables. 

Financing activities 

For the three-month period ended March 31, 2019, cash flows from financing activities used $0.5 million, including 
$0.4 million for a cash repayment of a purchase price balance and $0.1 million for a repayment of a finance lease. 

The Company was required to make payments of $1 million ($0.4 million in cash and $0.6 million in shares) in December 
2018 pursuant to its balance of purchase price obligations. Following an agreement with the creditor in December 2018, 
payments were made in January 2019. 

In January 2019, the Company issued 2,812,940 common shares representing $600,000 and disbursed $400,000 in cash to 
repay a portion of a balance of purchase price payable under the agreement entered into on December 21, 2017. 

For the nine-month period ended March 31, 2019, cash flows from financing activities totalled $0.3 million, including $1 
million of financing partially offset by $0.4 million for a cash repayment of a purchase price balance and $0.3 million for a 
repayment of a capital lease and share issue costs. 

Investing activities 

Cash flows from investing activities were $0.2 million during the third quarter of fiscal 2019, including first, $0.1 million for 
exploration and evaluation costs, which mainly involve the Wasamac, Croinor and McKenzie Break properties, and second, 
$0.1 million for the acquisition of property, plant and equipment. 

Cash flows from investing activities were $3.7 million during the nine months of fiscal 2019, including $6.7 million related 
to exploration and evaluation expenses, $0.6 million related to the acquisition of property, plant and equipment, $0.3 million 
related to the sale of a royalty and $0.06 million from the sale of available-for-sale investments. This was partially offset by 
the disposal of property, plant and equipment, the receipt of other income and the receipt of a portion of trust deposits. 
The Company has offset this reimbursement of the amounts in trust with a bond from an insurance company. The Company 
also disposed of a mining property in the amount of $390,000 in exchange for shares and a royalty in the amount of $724,832 
in exchange for the reduction of a balance of purchase price. 
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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 9, 2019 

Common shares 248,921,119 
Share purchase options  
(average exercise price: $0.29) 9,185,000 

Warrants  
(average exercise price: $0.41) 23,099,541 

Warrants to brokers  
(average exercise price: $0.45) 1,099,650 

 
RELATED PARTY TRANSACTIONS AND COMMERCIAL OBJECTIVES 

Key management personnel includes members of the Board of Directors and the Company’s executive officers, i.e. the 
President and CEO, Vice-President Finance and Chief Financial Officer and Vice-President Operations. 

Key management personnel compensation includes the following expenses: 

 
THREE-MONTH PERIODS 

ENDED MARCH 31 
NINE-MONTH PERIODS 

ENDED MARCH 31 

 2019 2018 2019 2018 
 $ $ $ $ 
Wages, directors’ fees, bonuses and fringe benefits 248,499 299,213 789,116 681,016 
Share-based payments  74,045 36,802 235,730 60,909 
Defined contribution plan 8,605 11,152 26,730 20,129 
Government plans 27,045 27,574 53,641 33,521 

 358,194 374,741 1,105,217 806,851 

 
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. 

COMMITMENTS AND CONTINGENCIES 

The Company had the following commitments as at the date of this MD&A: 

Flow-through shares 

During the year ended June 30, 2018, the Company committed to disburse eligible exploration and evaluation expenses, 
pursuant to the Canada Income Tax Act and Québec Taxation Act, of $3,369,013 by December 31, 2018, and to transfer the 
tax deductions related to these expenditures to the subscribers to the flow-through share investment completed on 
November 16, 2017 and December 7, 2017. In relation to this commitment, the Company had incurred a cumulative amount 
of $3,369,013 in eligible expenses as at December 31, 2018 (nil as at June 30, 2018), and has no exploration and evaluation 
funds or liabilities related to flow-through shares related to this commitment ($3,369,013 as at June 30, 2018). 
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During the year ended June 30, 2018, the Company committed to disburse eligible exploration and evaluation expenses, 
pursuant to the Canada Income Tax Act and Québec Taxation Act, of $3,325,080 by December 31, 2018, and to transfer the 
tax deductions related to these expenditures to the subscribers to the flow-through investments completed on March 8, 
2017. In relation to this commitment, the Company had incurred a cumulative amount of $3,325,080 in eligible expenses as 
at December 31, 2018 ($2,412,939 as at June 30, 2018), and had no funds reserved for exploration and evaluation and no 
liability related to flow through shares related to this commitment ($912,141 as at June 30, 2018). 

During the nine-month period ended March 31, 2019, the Company has agreed to pay, before December 31, 2019, an 
amount of $999,770 in eligible exploration and evaluation expenses, in accordance with the Canada Income Tax Act and 
Québec Taxation Act, and to transfer these tax deductions to subscribers of the flow-through share investment completed 
on December 13, 2018. In connection with this commitment, the Company incurred cumulative eligible expenses of 
$877,389 as at March 31, 2018 and had funds reserved for prospecting and evaluation of $122,381. 

RECONCILIATION OF COST OF SALES TO PRODUCTION CASH COSTS AND TO ALL-IN SUSTAINING COSTS PER OUNCE SOLD 

QUARTER ENDED MARCH 31, 2019 BEAUFOR/CAMFLO CORPORATE CONSOLIDATED 
(in dollars, except for per ounce data)    
Ounces of gold sold 1,427 – 1,427 
Cost of sales 5,094,175 – 5,094,175 
Corporate general and administrative costs  440,644 – 440,644 
Depreciation  (193,411) – (193,411) 
Custom milling revenues (2,625,163) – (2,625,163) 
By-product revenues (10,366) – (10,366) 
Cost of sales, net of depreciation, custom milling and by-

product revenues 2,705,879 – 2,705,879 
Production cash costs ($/ounce) 1,896 – 1,896 
Sustaining costs 83,017 – 83,017 
Corporate general and administrative costs – 986,843 986,843 
All-in sustaining costs 2,788,896 986,843 3,775,739 
All-in sustaining costs ($/ounce) 1,954 691 2,646 

 

NINE-MONTH PERIOD ENDED MARCH 31, 2019 BEAUFOR/CAMFLO CORPORATE CONSOLIDATED 

(in dollars, except for per ounce data)    

Ounces of gold sold 9,868 – 9,868 
Cost of sales 21,893,600 – 21,893,600 
Corporate general and administrative costs  1,859,404 – 1,859,404 
Depreciation  (1,093,696) – (1,093,696) 
Custom milling revenues (8,236,806) – (8,236,806) 
By-product revenues (41,496) – (41,496) 
Cost of sales, net of depreciation, custom milling and by-

product revenues 14,381,006 – 14,381,006 
Production cash costs ($/ounce) 1,457 – 1,457 
Sustaining costs 854,198 – 854,198 
Corporate general and administrative costs – 3,221,642 3,221,642 
All-in sustaining costs 15,235,204 3,221,642 18,456,846 
All-in sustaining costs ($/ounce) 1,544 327 1,870 
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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 sold from the Company’s mining sites to obtain the total 
production cash costs per ounce sold. This measure, as well as revenues, is considered one of the key indicators of a 
company's ability to generate operating profits and cash flows from its mining activities. The mesure of the all-in sustaining 
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. This measure is 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 production cash 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. The mesure of 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, AISC, 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, 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 production cash cost presentation, which is based on attributable production.  

The mesure of the all-in sustaining 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. 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 that are defined under 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 this document (Refer to the section Selected quarterly financial 
information for the description and reconciliation of those non-IFRS measures). 

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, 2018. The Company adopted 
new accounting policies, which are described in Note 4 to the consolidated condensed interim financial statements for the 
nine-month period ended March 31, 2019. 
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FINANCIAL INSTRUMENTS 

There is a full disclosure and description of the Company’s financial instruments, financial risk management and capital 
management in notes 26 and 27 of the audited consolidated financial statements for the year ended June 30, 2018. 

RISK FACTORS 

Risk factors are presented in detail in the Company’s MD&A for the year ended June 30, 2018. 

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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