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INTRODUCTION
The following management’s discussion and analysis (“MD&A”) of the financial condition and results of
operations of INV Metals Inc. (“INV Metals” or the “Company”) was prepared to enable the reader to
assess material changes in the financial condition and results of operations of INV Metals as at and for
the three and six-month periods ended June 30, 2017, in comparison to the corresponding three and sixmonth periods in the prior year. This MD&A is prepared as at August 11, 2017 and is intended to
supplement and complement the interim condensed consolidated financial statements of INV Metals for
the three and six-month periods ended June 30, 2017 and 2016 (the “Financial Statements”), which are
prepared in accordance with International Financial Reporting Standards (“IFRS”) applicable to the
preparation of interim financial statements, including IAS 34 – Interim Financial Reporting.
This MD&A should be read in conjunction with the Financial Statements and the Annual Information Form
(“AIF”) in respect of the 2016 fiscal year filed with the Canadian provincial securities regulatory authorities
and available on the System for Electronic Document Analysis and Retrieval (“SEDAR”) at
www.sedar.com. This MD&A contains certain forward looking statements based on management’s
current expectations (please see “Cautionary Note Regarding Forward Looking Statements”). All
references to dollars herein are in Canadian dollars (“$”) unless otherwise specified.
COMPANY DESCRIPTION AND HIGHLIGHTS
INV Metals is an international mineral resource company focused on the acquisition, exploration and
development of precious and base metal projects, primarily in Ecuador. The Company is focused on the
development and exploration of its 100% owned Loma Larga (formerly Quimsacocha) gold property,
located in Ecuador (“Loma Larga,” “Project” or “Property”).
On June 22, 2017, the Company announced it commenced the preparation of the Feasibility Study (“FS”)
on Loma Larga, and that the Company’s directors were re-elected. See “Outlook” for details.
On June 14, 2017, the Company announced it was awarded the Carolina concession located within one
km south east of the Cascabel copper-gold discovery located in the Imbabura province, in northern
Ecuador.
On May 29, 2017, the Company announced it successfully reached agreement with the Ministry of Mining
on the terms and form of the Mining Exploitation Contract (“Exploitation Contract”) for Loma Larga.
On March 2, 2017, the Company announced it completed an equity financing by way of short form
prospectus offering (the “Offering”), pursuant to which the underwriters purchased 27.6 million common
shares of the Company (the “Common Shares”) at a purchase price of $1.00 per Common Share for
aggregate gross proceeds of $27.6 million less transaction costs. In connection with the Offering,
IAMGOLD Corporation (“IAMGOLD”) exercised its participation right and was issued 9,822,546 Common
Shares. In addition, certain insiders of the Company purchased 5,577,911 Shares, representing
approximately 20% of the Offering.
In January 2017, the Company announced it was awarded the mining title by the Government of Ecuador
to three greenfields exploration projects totaling 43,554 hectares.
OUTLOOK
The Company has commenced the preparation of the FS on Loma Larga. A consortium of consultants
(collectively the “FS Consultants”) led by DRA Americas Inc. (“DRA”) will prepare the FS building upon
the Prefeasibility Study prepared in 2016 (“PFS”), which before consideration of the Exploitation Contract
resulted in a positive 26.3% after-tax internal rate of return, initial capital of US$286 million, AISC of
US$590/oz of gold and an after tax NPV of US$301 million. DRA will supervise the preparation of the FS
report and complete the engineering and costing for mining, processing facilities, and infrastructure,
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along with overall financial modelling. ERM Consultants Canada Ltd. will be responsible for the
overseeing and preparation of the environmental, community and social relations, and environmental
permitting aspects of the FS. NewFields Mining Design & Technical Services, LLC will advise on waste
management, while Itasca Denver Inc. will continue to work on hydrogeological modelling and test work,
Mine Design Engineering Inc. (MDEng) will continue its work on geotechnical modelling, and Roscoe
Postle Associates Inc. (RPA) will continue to work on resource modelling. Paterson and Cooke Canada
Inc. will be responsible for underground backfill modelling.
On May 29, 2017, the Company announced it successfully reached agreement with the Ministry of Mining
on the terms and form of the Exploitation Contract for Loma Larga. The Company anticipates the
Exploitation Contract will be executed after the successful completion of the FS and other key milestones.
See “Mineral Properties – Loma Larga, Ecuador – Exploitation Contract” for details.
The Company has commenced the engineering required to design and permit the development of the
mine adit, related infrastructure and underground ramp. It is anticipated that the Underground
Confirmation Program will commence in 2018.
A $3 million exploration program at Loma Larga is underway and focused on the following:
 to explore for the western extension of the known resources where geotechnical drilling
intersected anomalous gold values within silica altered zones up to 400 metres west of the known
resources; and
 to drill test the northern extension of the known resources and investigate historical drill
indications of possible porphyry gold mineralization.
The Company recently acquired a 100% interest in exploration concessions in Ecuador, including the Las
Peñas, Tierras Coloradas, La Rebuscada and the Carolina exploration projects. A $2 million exploration
program is underway consisting of surface mapping, geochemical sampling and geophysical surveys with
the goal to defining additional drill targets by year-end. The Company intends to continue aggressively
pursue the acquisition of additional high priority targeted properties within Ecuador’s Andean Mineral Belt.
MINERAL PROPERTIES
1) Loma Larga, Ecuador
The Project is located 30 kilometers (“km”) southwest of the city of Cuenca and consists of approximately
8,000 hectares held in three contiguous concessions. The Loma Larga deposit is located within the Rio
Falso concession. The Project is situated relatively close to existing infrastructure. The PFS plans for the
development of a 21 km access road to be utilized during construction and operation of the mine to
transport equipment, supplies and people to the mine, and to ship concentrate to the coast for shipment
to smelters. The PFS also envisions a connection to the Ecuadorian power grid through the local Cuenca
substation with a 25 km power line.
Exploitation Contract
The Company has successfully completed negotiations with the Ecuadorian Government on the terms
and form of the Exploitation Contract for Loma Larga. The Company anticipates the Exploitation Contract
will be executed after the successful completion of the FS and other key milestones.
A summary of the key items of the Exploitation Contract are noted below.


INV Minerales Ecuador S.A. INVMINEC (“INV Minerales”), the Company’s wholly owned
Ecuadorian subsidiary, has the right to develop and operate Loma Larga for a period of 25 years,
subject to renewal.
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1) Loma Larga, Ecuador (continued)
Exploitation Contract (continued)






INV Minerales will pay a royalty of 5% on the net income (“Royalty” or “Royalties”) of precious
metals and related by-product sales.
INV Minerales will pay US$15 million of the Royalty in advance (“Advanced Royalty”) to primarily
support community development and social programs.
Payments of the Advanced Royalty will be subject to the following schedule and milestones:
i) US$5 million on the execution of the Exploitation Contract;
ii) US$5 million on the first anniversary of the execution of the Exploitation Contract; and
iii) US$5 million on the second anniversary of the execution of the Exploitation Contract.
The Advanced Royalty is deductible against future Royalties payable in the amount that is the
lesser of 50% of the Royalties payable in a six-month period or 20% of the total Advanced Royalty
calculated annually.

Feasibility Study
The FS Consultants have begun the engineering on the mine adit, metallurgical test work on the lowgrade portion of the resources to determine viability as well as continuing work on hydrogeological and
geo-mechanical models.
The results of the PFS support the development of an underground mine at Loma Larga with production
of approximately 3,000 tonnes per day (“tpd”) and average annual gold production of 150,000 ounces.
The economics of the PFS suggest a high return gold project with low capital and operating costs. Based
on an estimated initial capital cost of US$286 million and sustaining and reclamation capital of US$94
million, a pre-tax IRR of 35.7%, an after-tax IRR of 26.3% and, using a 5% discount rate, a net present
value of US$490 million pre-tax and US$301 million after-tax will be achieved. At a gold price of
US$1,250/ounce, the undiscounted pre-tax cash flow is estimated at US$772 million over the mine life,
and simple payback occurs after 2.1 years. On an after-tax basis, the undiscounted cash flow is
estimated at US$496 million over the mine life with simple payback occurring after 2.7 years.
The PFS estimates probable mineral reserves of 1.86 million ounces of gold, 10.5 million ounces of silver
and 73.6 million pounds of copper resulting from the production of 11.6 million tonnes grading at 4.98 g/t
Au, 28 g/t Ag and 0.29% Cu. The PFS also updated the mineral resources estimate to include 2.55 million
ounces of gold grading at 4.42 g/t of indicated mineral resources, as well as 0.54 million ounces of gold
grading at 2.29 g/t of inferred mineral resources. Indicated mineral resources are inclusive of probable
mineral reserves.
Estimated Life of Mine (“LOM”) production of 1.68 million ounces of gold, 9.83 million ounces of silver and
71.30 million pounds of copper occurs over the estimated initial mine life of 12 years using an average
gold recovery of 90%, average silver recovery of 94% and average copper recovery of 97%.
The concentrate production is estimated at an average of 150,000 ounces of gold per year with an
estimated LOM cash cost per ounce (“Cash Cost”) of US$510/ounce1 and an estimated LOM all-in
sustaining cash cost (“AISC”) of US$590/ounce.1
Full details of the PFS can be found in the technical report titled “Technical Report on the Loma Larga
Project, Azuay Province, Ecuador” (the “Technical Report”), which is available under the Company's
profile on SEDAR at www.sedar.com and on the Company's website at www.invmetals.com.

1”

Cash Cost” and “AISC” are non-IFRS Performance Measures (see “Non-IFRS Measures”).
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1) Loma Larga, Ecuador (continued)
Expenditures at Loma Larga in H1/2017
The following table sets forth a breakdown of material components of expenditures incurred at Loma
Larga in the six-month periods ended June 30, 2017 and 2016.

Opening balance - January 1
Geological interpretation
Pre-feasibility study
Feasibility study
Drilling and related costs
Concession and related costs
General and administration
Camp, community relations and field expenses
Total expenditures - June 30
Exchange differences
Closing balance - June 30

$

2017
48,687,558 $

2016
45,274,209

$

261,454
6,437
409,667
2,087,687
326,775
452,501
764,134
4,308,655
(1,741,853)
51,254,360 $

265,005
245,905
287,296
360,554
519,022
1,677,782
(3,081,280)
43,870,711

In the six-month period ended June 30, 2017, additions to Loma Larga increased to $4,308,655,
compared to $1,677,782 in H1/2016. The 2017 expenditures were higher than the same period in 2016
due to critical path long lead items such as geotechnical and hydrogeological drill program and
metallurgical test work to support the FS, and the exploration drill program at Loma Larga in Q2/2017.
As at the date of this MD&A, the average exchange rate was $1.27/US$1.00 for the US dollar. Although,
favourable exchange differences have been realized to-date, management estimates that Project
expenditures for 2017 will continue to be significantly affected by fluctuations in value of the Canadian
dollar relative to the US dollar throughout the remainder of 2017. Management will continue to monitor
foreign exchange markets and provide updates.
The operating budget for 2017 is comprised of $2.9 million of Project expenditures in Ecuador, $7.3
million for the FS at Loma Larga and $5 million for exploration at Loma Larga and other new exploration
projects in Ecuador. Exchange differences included in current budget values are approximately $2.3
million.
2) Exploration Properties, Ecuador
As at the date hereof, the Company holds 100% interest other exploration concessions recently granted
in Ecuador, including the Las Peñas, Tierras Coloradas, La Rebuscada and the Carolina exploration
projects.
The Company believes Las Peñas holds numerous low and intermediate sulphidation gold, silver and
base metal targets, and both Tierras Coloradas and La Rebuscada host highly prospective epithermal
gold and silver targets. The Carolina concession is located within one km south east of SolGold PLC and
Cornerstone Capital Resources Inc.’s significant Cascabel copper-gold porphyry discovery.
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2) Exploration Properties, Ecuador (continued)

Opening balance - January 1

2017
Tierras
La
Las Peñas Coloradas Rebuscada
$
$
$
$

Geological interpretation
Concession and related costs
Total expenditures - June 30
Exchange differences
Closing balance - June 30

133,754
354,968
488,722
(21,036)
$ 467,686 $

198,943
125,063
324,006
(17,072)
306,934 $

Total
-

37,179
37,179
(1,118)
36,061 $

332,697
517,210
849,907
(39,226)
810,681

A $2 million exploration program is underway consisting of surface mapping, geochemical sampling and
geophysical surveys with the goal to defining additional drill targets by year-end. Expenditures in H1/2017
consisted primarily of concession fees and initial prospecting. No material expenditures have been
incurred at the Carolina concession.
RESULTS OF OPERATIONS
The following table presents the changes between INV Metals’ consolidated statement of loss and
comprehensive loss/(income) for the three and six-month periods ended June 30, 2017 and 2016.
Three Months Ended
June 30,
2016

June 30,
2017

For the periods ended

Six Months Ended
June 30,
2016

June 30,
2017

Change

Change

General and administration
Shareholder and regulatory

$

110,524

$

32,683

$

77,841

$

208,265

$

68,686

$

139,579

Travel expense

10,425

17,898

(7,473)

49,081

18,661

Office

69,557

59,629

9,928

117,506

107,833

9,673

190,506

110,210

80,296

374,852

195,180

179,672

Compensation

366,796

272,880

93,916

872,163

508,884

363,279

Stock-based compensation

305,724

279,028

26,696

644,854

279,028

365,826

672,520

551,908

120,612

1,517,017

787,912

729,105

2,174

125,510

Total general and administration

30,420

Compensation

Total compensation
Professional fees

53,959

51,785

-

452,308

(452,308)

Fair value loss/(gain) on investments

42,113

(43,776)

Other expenses and general exploration

27,347

30,964

Write down of exploration property

Foreign exchange loss/(gain)
Operating loss
Finance income
Total loss for the period

178,285
1,164,730
(59,445)

(1,112)
1,152,287
(26,704)

97,154

28,356

-

452,308

(452,308)

85,889

(65,689)

(74,102)

(3,617)

840,906

30,964

8,413
809,942

179,397

185,391

6,929

178,462

12,443

2,977,987

1,496,345

1,481,642

(32,741)

$ 1,105,285

$ 1,125,583

$

1,367,952
$ 2,473,237

160,548
$ 1,286,131

1,207,404
$ 1,187,106

(92,791)

(20,298) $ 2,885,196

(49,800)

(42,991)

$ 1,446,545

$ 1,438,651

3,107,016
$ 4,553,561

$

Other comprehensive loss
Cumulative translation adjustment
Total comprehensive loss for the period

1,703,950
$ 4,589,146

(1,403,066)
35,585

During the three-month period ended June 30, 2017 the Company recorded a total loss from continuing
operations of $1,105,285 or $0.01 per share, compared to $1,125,583 or $0.02 per share in Q2/2016, a
marginal decrease of $20,298 from the corresponding period in the prior year mainly due to the absence
of any write-downs such as the Kaoko property that occurred in Q2/2016, offset by higher shareholder
and regulatory costs due to marketing efforts, higher foreign exchange losses due to larger balances in
US Dollars (“USD”), higher compensation costs and losses on fair value investments.
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For the six-month period ended June 30, 2017, the Company recorded a total loss of $2,885,196 or $0.03
per share, which was $1,438,651 higher than the corresponding period in the prior year total loss of
$1,446,545 or $0.03 per share. The loss increased in H1/2017 compared to H1/2016 mainly due to a onetime mandatory contribution to the Government of Ecuador for the earthquake relief efforts, higher
compensation costs and stock-based compensation costs in 2017, higher shareholder and regulatory
costs and higher foreign exchange losses, offset by a write-down of the Kaoko property that occurred in
2016.
Shareholder and regulatory expenses totaled $110,524 in Q2/2017, an increase of $77,841 from $32,683
in Q2/2016. Shareholder and regulatory expenses increased year-to-date by $139,579 from $68,686 to
$208,265. Both the three and six-month increases in shareholder and regulatory expenses are due to
corporate marketing efforts and conference attendance in H1/2017.
During Q2/2017, compensation expenses totaled $366,796 compared to $272,880 in Q2/2016, an
increase of $93,916. For the six-month period to-date compensation expenses totaled $872,163
compared to $508,884 in the first six months of 2016, an increase of $363,279. The increase for the three
and six-month periods compared to the same periods in the prior year was mainly as a result of additional
staffing at the Toronto office and bonuses paid to employees in Q1/2017.
In Q2/2017, the stock-based compensation expense was higher by $26,696 totaling $305,724 from
$279,028 in Q2/2016. For the six-month period ended June 30, 2017, stock-based compensation
expenses totaled $644,854, an increase of $365,826 from $279,028. The increase for the three and sixmonth period was due to vesting of options issued in Q1/2017.
During the three and six-month periods ended June 30, 2017, the write-down of exploration property
decreased from $452,308 to nil over the same periods in 2016 due to write-downs of the Kaoko property
in Namibia in Q2/2016. No further write-downs were deemed necessary by management in 2017.
The fair value loss on investments totaled $42,113 in Q2/2017, an increase of $85,889 from a gain of
$43,776 in Q2/2016. The year-to-date gain on investments decreased $8,413 to $65,689 in the six-month
period, compared to a gain of $74,102 in the same period in 2016. The increase in the three and sixmonth periods is due losses on mark-to-market on investments in 2017.
The foreign exchange loss increased by $179,397 from a gain of $1,112 in Q2/2016 to $178,285 in
Q2/2017. Year-to-date, foreign exchange loss totaled $185,391, an increase of $178,462 from $6,929 in
the corresponding period in 2016. The fluctuations in the three and six-month periods are due to a higher
cash balance held in USD compared to the same periods in the prior year, and an appreciation of the
Canadian Dollar (“CAD”) relative to USD late in the quarter.
The cumulative translation adjustment increased by $1,207,404 to $1,367,952 in Q2/2017 compared to
$160,548 in Q2/2016. For the six-month period year-to-date, cumulative translation decreased by
$1,403,066 compared to the same period in 2016 from $3,107,016 to $1,703,950. The movements in the
three and six-month periods are as a result of changes in the US dollar value relative to the Canadian
dollar on translation of the assets and liabilities of the Ecuadorian subsidiary.
FOREIGN EXCHANGE
INV Metals reports its financial results in Canadian dollars. The Company’s expenses include costs
incurred in Canadian and US dollars.
The CAD decreased relative to the USD during the three-month ended June 30, 2017 as the average rate
was $1.3449/US$1.00 compared to an average rate of $1.2882/US$1.00 in Q2/2016. The CAD also
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decreased relative to the USD for the first six months of the year in 2017, as the average rate was
C$1.3343/US$, compared to C$1.3297/US$ during the same period in 2016.
The CAD was $1.2719/US$1.00 as at August 10, 2017.
FINANCIAL CONDITION AND LIQUIDITY
Operating activities
The Company is not in commercial production on any of its properties and accordingly, does not generate
cash from operations. The Company finances its activities by raising capital through equity issuances.
During the six-month period ended June 30, 2017 and 2016, the Company had negative cash flow from
operating activities and anticipates negative cash flow from operating activities in future periods until such
time that commercial production may be achieved from the development of Loma Larga.
Cash flows used in operating activities in six-month period ended June 30, 2017 totaled $2,487,118,
compared to $863,576 in H1/2016. Changes in share-based compensation, interest income on cash
deposits and unrealized fair value gains on investments comprise the principal amounts that reconcile the
statement of loss to the statement of cash flows from operating activities.
See “Contractual Obligations and Commitments” and “Liquidity and Capital Resources” below for further
discussion of the Company’s contractual commitments and ability to fund those commitments in
connection with its business plan.
Financing activities
On March 2, 2017, the Company completed the Offering for gross proceeds of $27.6 million less
transaction costs of $2.3 million for net proceeds of $25.3 million. The Company intends to use the net
proceeds of the Offering to advance the development of Loma Larga, including the initiation of a FS,
exploration at Loma Larga and the Company’s other exploration properties within Ecuador, and for
general corporate purposes. See “Use of Proceeds” for details.
Investing activities
Cash flows used in investing activities for the six-month period ended June 30, 2017 totaled $4,641,255
compared to $1,554,482 for H1/2016. Investing activities in H1/2017 were higher than the same period in
2016 primarily due to expenditures related to critical path FS fieldwork at Loma Larga, including drilling,
and exploration programs at both Loma Larga and the newly acquired Ecuadorian exploration
concessions.
Liquidity and Capital Resources
As at June 30, 2017, the Company had cash of $27,048,036 (2016 - $8,737,850) and working capital2 of
$26,407,890 (2016 - $8,380,909). The following table sets forth a breakdown of the components to
calculate working capital as at June 30, 2017 and December 31, 2016.

2

“Working Capital” is a non-IFRS Performance Measure (see “Non-IFRS Measures”).
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Liquidity and Capital Resources (continued)
June 30,
2017

For the years ended
Current assets
Cash
Other receivables

$

Current liabilities
Other payables
Working capital

$

December 31,
2016

27,048,036 $
209,311
27,257,347

8,737,850
130,498
8,868,348

849,457
849,457
26,407,890 $

487,439
487,439
8,380,909

Cash and working capital have increased in H1/2017 due to the Offering, partially offset by expenditures
at Loma Larga, exploration concessions and general corporate expenditures. The majority of the
Company's financial liabilities have contractual maturities of less than 30 days and are subject to normal
trade terms.
In management’s view, the Company has sufficient financial resources to maintain the Property in good
standing and fund ongoing operating and administrative expenditures given that the Company had
working capital of $26,407,890 as at June 30, 2017. The value of the Canadian dollar relative to the US
dollar significantly impacts the Company’s operating budget as Loma Larga expenditures and regional
exploration in Ecuador are USD denominated.
The Company has, in the past, financed its activities by raising capital through equity issuances. Many
factors influence the ability to raise funds, including the current economic climate for and overall
sentiment towards mineral exploration investment, the Company’s track record, foreign exchange
fluctuations at the Ecuadorian subsidiary and the experience and caliber of its management. Although the
Company has been able to access external financing to-date, there can be no assurance that funding will
be available in the future or available on acceptable terms.
A continuous review of capital expenditure programs ensures the Company’s capital resources are
utilized in a responsible and sustainable manner to conserve cash and maintain adequate working
capital.
The Company’s future is dependent upon its ability to obtain sufficient cash from external financing and
related parties in order to fund its ongoing operations, permitting, further feasibility desktop study work,
and ultimate development and construction of the Project. The Company will consider over the near term
the requirements to advance Loma Larga to the next phase of evaluation and finance further exploration.
The Company will continue to be dependent on raising equity capital or debt, in addition to adjusting
expenditures and disposing of assets as required unless it reaches the production stage and generates
cash flow from operations. See “Risks and Uncertainties” for further details.
USE OF PROCEEDS
The Company’s objectives are to bring Loma Larga into production at the earliest opportunity and to grow
through internal exploration and strategic acquisitions. The Company was recently awarded exploration
concessions by the Government of Ecuador, including the Las Peñas, Tierras Coloradas, La Rebuscada
and the Carolina exploration projects. See “Company Description and Highlights”.

Page 9 of 19

INV METALS INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE THREE AND SIX-MONTH PERIODS ENDED JUNE 30, 2017
USE OF PROCEEDS (continued)
The Company intends to use the proceeds of the Offering (the “Proceeds”), in part, to complete its FS on
the Property over the following 18 months. In addition, the Company intends to use the Proceeds, in part,
to undertake exploration programs on Loma Larga, and to undertake early stage exploration of the
Company’s other recently acquired properties in Ecuador.
Previously
Disclosed
$ 11,500,000
5,000,000
8,800,000
$ 25,300,000

Use of Proceeds
Initiation and Advancement of the Loma Larga Project Feasibility Study
Exploration at the Loma Larga Property and Other Properties in Ecuador
Working Capital and General Corporate Purposes

Expenditures
$ 1,196,000
2,086,000
250,000
$ 3,532,000

FS expenditures includes for the geotechnical and hydrogeological programs as well as initial
engineering. The Company has commenced exploration fieldwork. The exploration drill program at Loma
Larga continued throughout Q2/2017 with the Company expending $1.2 million of a budgeted $3 million.
Exploration work at other properties in Ecuador commenced in Q2/2017 with the Company expending
$853,000 of a budgeted $2 million for concession fees and initial prospecting activities.
RELATED PARTY TRANSACTIONS
The Company’s related parties and subsidiaries are the same as those presented by the Company in its
Financial Statements.
1) Transactions with related parties
There were no transactions with related parties in Q2/2017 other than as noted below for remuneration of
directors and officers.
i)

On March 2, 2017 IAMGOLD and certain directors and officers participated in Offering. See
“Company Description and Highlights” for further detail.

ii)

A company of which a director is the Chief Executive Officer provided capital market advisory
services to INV Metals in the amount of $70,000 in relation to the Offering approved by the board
of directors.

2) Remuneration of directors and officers
The following summarizes remuneration of directors and officers during the six-month periods ended
June 30, 2017 and 2016.

Salaries of key management
Director fees
Stock-based compensation

$

$

June 30,
2017
597,525 $
123,336
606,870
1,327,731 $

June 30,
2016
254,069
119,827
112,402
486,298
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS
The Company has committed to payments under various leases and other commitments as outlined in
the table below. The expenditures for amounts which may be required to maintain the Company’s mineral
properties in good standing are not outlined in the table below.

Office and house leases
Environmental management plan

$
$

Less than One
Total
Year
146,817 $
146,817 $
350,089 $
350,089 $

Between
1 - 5 Years
$
$

More than
5 Years
-

INV Metals has a lease arrangement for office space in effect until December 31, 2017. During the sixmonth period ended June 30, 2017, an amount of $142,233 was recognized in the Company’s total loss
for operating leases.
INV Minerales holds a term deposit relating to its environmental management plan for ongoing
expenditures related to environmental matters.
QUARTERLY FINANCIAL INFORMATION
The following selected financial data has been derived from the Company’s Financial Statements. The
total comprehensive income/(loss) in each quarter below includes cumulative translation adjustments of
the Company’s Ecuadorian subsidiary, which fluctuate due to movements of the Canadian dollar relative
to the US dollar.
June 30,
2017

For the period ended
Interest income
Total loss
Total comprehensive (loss)/income
Loss per share from continuing
operations* - basic and diluted

$

$

Interest income
Total loss
Total comprehensive (loss)/income
Loss per share from continuing
operations* - basic and diluted

59,445 $
33,347 $
(1,105,285)
(1,779,909)
(2,473,237)
(2,115,906)
(0.01) $

June 30,
2016

For the period ended
$

$

March 31, December 31, September 30,
2017
2016
2016

(0.02) $

March 31,
2016

26,704 $
23,096 $
(1,125,583)
(320,963)
(1,286,131)
(3,267,431)
(0.02) $

(0.01) $

20,996 $
(540,518)
470,952

24,456
(328,104)
426,742

(0.01) $

(0.01)

December 31,
2015

September 30,
2015

22,919 $
(375,718)
1,122,981

26,169
(642,440)
2,679,793

(0.01) $

(0.01)

*Basic and diluted loss per share is calculated based on the weighted-average number of shares
outstanding. The conversion of stock options and restricted share units is not included in the calculation
of the diluted loss per share because the conversion would be anti-dilutive.
The total loss decreased in Q2/2017 compared to Q1/2017 primarily due to lower compensation and
stock-based compensation expenses in the quarter. The total loss increased in Q1/2017 compared to
Q4/2016 primarily due to a one-time mandatory contribution to the Government of Ecuador for the
earthquake relief efforts, compensation and stock-based compensation expenses in the quarter. The total
loss increased in Q4/2016 compared to Q3/2016 primarily due to corporate marketing efforts and
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conference attendance expenditures. The total loss decreased in Q3/2016 compared to Q2/2016
primarily due to a write-down of the Kaoko property in Namibia, offset by increased share-based payment
expenses. The total loss increased in Q2/2016 compared to Q1/2016 primarily due to a write-down of the
Kaoko property in Namibia and increased share-based payment expenses from the issuance of stock
options and restricted share units in the quarter. The total loss decreased in Q1/2016 compared to
Q4/2015 primarily due to fair value gains on investments compared to losses in Q4/2015. The total loss
decreased in Q4/2015 compared to Q3/2015 primarily due to an amount included in compensation costs
for payments relating to the retirement of an employee in Q3/2015. The total loss decreased in Q3/2015
compared to Q2/2015 primarily due to no write-downs in the quarter as compared to the write-down of the
Kaoko property and write-down of deferred payments in Q2/2015, partially offset by amounts included in
compensation costs for payment relating to the retirement of an employee.
OUTSTANDING SHARE DATA
As at August 11, 2017 the Company had 92,986,747 Common Shares outstanding, as well as stock
options to purchase 7,589,500 Common Shares at a weighted average price of $0.90 and restricted
share units of 691,902 at a weighted average price of $0.38.
OFF-BALANCE SHEET TRANSACTIONS
During the three and six-month periods ended June 30, 2017 the Company was not involved in any offbalance-sheet transactions.
QUALFIED PERSON
The scientific and technical information contained in this MD&A has been reviewed and approved by
William (Bill) Shaver, P. Eng., Chief Operating Officer, INV Metals Inc. and a Qualified Person under
National Instrument 43-101 – Standards of Disclosure for Mineral Projects (“NI 43-101”).
For readers to fully understand the technical information in this MD&A, they should review the Technical
Report filed on August 29, 2016 under the Company's profile on SEDAR at www.sedar.com in its entirety,
including all of the qualifications, assumptions and exclusions that relate to the information set out in the
Technical Report, which qualify the technical information contained in the Technical Report. The
Technical Report is intended to be read as a whole, and sections should not be reviewed or relied upon
out of context. The Technical Report also describes the mineral resource and mineral reserve estimation
methodologies and the assumptions used, and to which those estimates are subject. The AIF filed under
the Company's profile on SEDAR at www.sedar.com includes details of certain risk factors that could
materially affect the potential development of the mineral resources and mineral reserves and should be
considered carefully.
NON-IFRS PERFORMANCE MEASURES
Cash Cost, AISC, and Working Capital are non-IFRS performance measures included in this MD&A.
The Company reports Cash Cost per ounce sold and AISC in accordance with the guidance published by
the World Gold Council in June 2013. These performance measures are included because these
statistics are key performance measures that management uses to monitor performance. Management
uses these statistics to assess how the Project ranks against its peer projects and to assess the overall
effectiveness and efficiency of the contemplated mining operations.
The Company calculates Working Capital as its current assets less its current liabilities. Management
uses working capital as an internal measure to better assess performance trends. It is understood that a
number of investors and others that follow the Company’s business assess performance in this way.
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The above performance measures do not have a meaning within IFRS, and, therefore, amounts
presented may not be comparable to similar data presented by other mining companies. These
performance measures should not be considered in isolation as a substitute for measures of performance
in accordance with IFRS.
RISKS AND UNCERTAINTIES
An investment in the Company entails certain risk factors, which should be considered carefully, including
but not limited to, those set out below. A discussion of these and other factors that may affect the
Company’s actual results, performance, achievements or financial position is contained in “Risk Factors”
and elsewhere in the Company’s AIF filed under the Company's profile on SEDAR at www.sedar.com.
The Company's material property is Loma Larga, located in Ecuador. There is a risk that the positive
results of the PFS as a large-scale mining project may not be realized as anticipated in the PFS to
warrant advancement following the FS and, as a result, that the Board of Directors (the “Board”) and/or
management of the Company may decide not to proceed with the further exploration and development of
the Project.
There is a risk that the Company may not be able to execute the Exploitation Contract with the
government of Ecuador under the negotiated terms or may not obtain the required permits to operate
Loma Larga as a large-scale mining project as contemplated in the PFS. If the Company does not
execute the Exploitation Contract with the Ecuadorian government or is unable to obtain the required
permits to operate as a large-scale miner such that the Board decides not to proceed with development,
the Company may be required to write-down part or all of the value currently attributed to the Project as
management may look to change the focus of its future activities on other assets. The current value
attributed to Loma Larga is approximately $51 million. A write-down of some or all of the value of the
Project could materially adversely affect the Company’s financial condition and its ability to raise funds
through financing transactions as Loma Larga is currently the Company’s flagship asset.
The PFS on Loma Larga estimates initial capital costs for development of approximately US$286 million.
There is a risk that the Company may not be able to fund the development of the Project if it cannot raise
significant equity or debt financing in the future. During the six-month period ended June 30, 2017, the
Company had negative cash flow from operating activities. The Company anticipates it will continue to
have negative cash flow from operating activities in future periods until commercial production is achieved
at the Project. The Company’s failure to achieve profitability and positive operating cash flows will result
in the requirement for additional financing, which may or may not be available upon terms acceptable to
the Company or at all, and could have a material adverse effect on the Company’s financial condition and
results of operations.
The Company is subject to political, regulatory and taxation risks associated with conducting mineral
exploration and development in foreign countries, mainly Ecuador. Exploration and development of
mineral deposits may be affected by risks associated to changes in government regulations with regard
to, but not limited to, restrictions on future exploitation and production including adequate infrastructure,
price and export controls, income taxes, immigration policies, potential delays in obtaining or the inability
to obtain necessary permits, opposition to mining from non-governmental organizations (“NGOs”),
limitations on foreign ownership, expropriation of property, environmental legislation, labour relations,
limitations on repatriation of income and return of capital investment, high rates of inflation and site safety.
A national election occurred in Ecuador on February 19, 2017. As a result of the outcome of the election
there was a run-off vote held for the position of President and Vice-President held on April 2, 2017. The
outcome of the national election did not result in a change in the governing political party. The Company
faces the risk that future governments may adopt substantially different policies, which might extend to
restrictions on mining, the expropriation of assets, increased taxes, royalties or other government
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participation in the mining sector or renegotiation of existing mineral rights, any of which could adversely
affect the Company’s business. In addition, internal political volatility could generate a situation in which
delays occur for contract negotiations or permit approvals, resulting in changes to the overall Project
schedule, or the Government of Ecuador may in the future adopt substantially more onerous laws or
policies, which might extend to, as an example, expropriation of assets or the implementation of new
taxes or royalties that render the Project uneconomic.
The Constitution and laws of Ecuador establish that the control, management and decisions for the
development of the strategic sectors and the mining industry in particular are under the control,
management and decision of the national authorities. However, in January 2017, the Municipality of
Cuenca (the “Municipality”), a local authority where the Company’s Loma Larga and Las Peñas Project
are located, approved a declaration relating to the preservation of water sources and mining activities in
the region (the “Declaration”). Although the Declaration could impose certain conditions on mining
activities within urban areas, municipalities do not have the authority to prevent the development of
mining activities within an area such as the Municipality (i.e. a canton) because the central Government of
Ecuador is the sole authority for the control and regulation of mining activities within the country. Amongst
other matters, the Declaration seeks to declare the Municipality as a canton free of mining activities and
to request that the Government of Ecuador suspend the exploration and operational activities of the
mining companies in its jurisdiction. The Declaration is not binding on any party because the Government
of Ecuador is the sole authority for the control and regulation of mining activities within the country.
However, if the Government of Ecuador puts such a prohibition in place, then it would have a material
adverse effect on the Company, would likely result in a write-down of part or all of the value currently
attributed to Loma Larga and may result in a change in the focus of the Company’s future activities.
Loma Larga and the recently awarded Las Peñas, Tierras Coloradas, La Rebuscada and the Carolina
concessions are located near rural communities. Some of these communities contain groups that have
been opposed to mining activities from time to time in the past. Opposition to mining activities in the
region may affect the Company’s ability to explore and develop Loma Larga, Las Peñas, Tierras
Coloradas, La Rebuscada and the Carolina in the short and long term. Furthermore, local communities
may be influenced by external entities, groups or organizations opposed to mining activities. Certain
NGOs, some of which oppose globalization and resource development, are often vocal critics of the
mining industry and its practices. These organizations may create or inflame public unrest and anti-mining
sentiment among the inhabitants in areas of influence surrounding the Company’s mineral properties.
The National Assembly of Ecuador enacted changes to the “Organic Law for Production Incentives and
Prevention of Tax Fraud,” which became effective on December 29, 2014 and was subsequently
amended on December 18, 2015 by the Public and Private Alliances Act (“PPAA”). The Organic Law for
Production Incentives and Prevention of Tax Fraud states that the resident taxpayer must report changes
in excess of certain thresholds and is applicable under specific conditions. Failure to report these
changes may result in a fine of 5% of the market value of the transaction. The law also states that the
resident taxpayer, namely the Company’s subsidiary, INV Minerales, may be liable for any indirect
taxation unpaid by its shareholders who are liable to pay tax. As at the date of this MD&A, regulations
providing a mechanism to calculate any tax payable or a process for reporting any information regarding
the indirect tax have not yet been published. INV Metals will not likely be able to comply with this law as
currently drafted as it does not have access to the information requested by the law. It is unknown at this
time what, if any, liability the Company or its subsidiary may be subject to as a result of the application of
this law. There is also a risk that the Company’s access to financing may be limited as a result of the
indirect taxation under the law as currently enacted.
The Company will be subject to various corporate, profit sharing and extraordinary taxes, among others,
that are imposed by the Government of Ecuador. The tax regimes in Ecuador may be subject to differing
interpretations, are subject to change without notice and the Company’s interpretations may not coincide
with that of the Ecuadorian tax authorities. In order for there to be restrictions on the repatriation of
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earnings, the Government of Ecuador would need to reform the Production, Commerce and Investment
Organic Code that grant rights to freely repatriate earnings.
INV Metals’ material mineral property, Loma Larga, is in the advanced exploration stage and consists of
probable mineral reserves and mineral resources. It is not yet known if the mineral resources at the Loma
Larga deposit can be converted from mineral resources to mineral reserves or if the probable mineral
reserves can be converted to proven mineral reserves. If the mineral resources and mineral reserves at
Loma Larga are found not to be economically extractable, there is the potential that the Company may be
required to write-down part or all of the value currently attributed to the Project, which was carried at a
cost of approximately $51 million for Loma Larga as at June 30, 2017.
Additional principal risks affecting the Company include those summarized below which remain
substantially unchanged from the disclosure contained and expanded upon in the Company’s AIF and are
not readily quantifiable:


Risks that the results of the FS will not be consistent with the Company’s actual results and the
possibility that future exploration, development or mining results will not warrant further
advancement at Loma Larga;



Risks and uncertainties related to the interpretation of drill results, the geology, grade, continuity
of mineral deposits and conclusions of economic evaluations and other assumptions and
parameters;



Risks related to the reliability of commercial laboratory analytical results, possible variations in
reserves, grade, and changes in project parameters as plans continue to be refined;



Exploration and potential future development risks, including risks related to the grant of access
rights to the properties, accidents, equipment breakdowns, labour disputes (including work
stoppages and strikes) or other unanticipated difficulties with or interruptions to exploration and
development;



Risks related to the Company’s lack of mineral production history and dependence on a single
material project;



Risks related to the Ecuadorian mining law, including the regulatory regime requirements in order
for the Company to commence exploitation of the Project;



Risks and uncertainties related to the unexpected costs and/or liabilities related to Loma Larga;



Risks related to potential delays in exploration or potential future development activities or the
completion of the FS;



Risks related to market sentiment and commodity price fluctuations;



Risks related to the economic viability of Loma Larga based on changing commodity prices;



Risks related to the global economy, including disruptions in the international credit markets and
other financial systems and the deterioration of the global economic conditions, could impact the
Company’s access to capital;
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Risks of failure to obtain adequate financing on a timely basis and on acceptable terms or delays
in obtaining governmental approvals or in the completion of development or construction
activities;



Risks related to environmental regulation and liabilities arising from changes to enacted laws and
regulations and probability of new laws and regulations;



Risks of potential losses, liabilities and damages arising from the lack of insurance coverage
related to risks of the business that are uninsured or uninsurable;



Risks related to the loss of the services of key executives, including the directors of the Company
and a small number of highly skilled and experienced executives and personnel;



Risks related to having a significant shareholder following the Loma Larga acquisition in 2012
with significant influence on decisions to be made by shareholders; and



Other risks and uncertainties related to the Company’s prospects, properties and business
strategy.

CORPORATE GOVERNANCE
Management and the Board of INV Metals recognize the value of good corporate governance and the
need to adopt best practices. The Company is committed to continuing to improve its corporate
governance practices in light of its stage of development and evolving best practices and regulatory
guidance. INV Metals’ directors have expertise in exploration, metallurgy, mining, accounting, banking,
financing and the securities industry. The Board meets at least four times per year, and committees meet
per their respective mandates or as required.
The mandate of the Board has been adopted by the Board outlining its responsibilities and defining its
duties. The Board has four committees (the Audit committee, the Compensation committee, the Social,
Health, Safety and Environment committee and the Corporate Governance and Nominating committee).
The Audit committee has an approved committee charter, which outlines the committees’ mandate,
specifies procedures for calling a meeting and authorizes access to outside resources.
The Company’s Social, Health, Safety and Environment committee has adopted a Mandate of the Social,
Health, Safety and Environment committee concerning the Company’s treatment of social, environmental
and health and safety matters.
The Board has also approved a Code of Business Conduct and Ethics, which governs the ethical
behavior of all employees, management and directors. Separate insider trading and disclosure policies
are also in place. For more details on INV Metals’ corporate governance practices, please refer to INV
Metals’ website at www.invmetals.com.
While the Company is subject to Canadian regulatory provisions, the Board and management incorporate
strong corporate governance practices in the belief that such practices provide protection for its investors
and add value to the Company. The Board formally reviews the risks impacting the Company on an
annual basis when it reviews and approves the AIF. In addition, the Board reviews the risks impacting the
Company on an as needed basis, such as in connection with the Company’s expenditures and strategy
given the status of the Company’s flagship asset, Loma Larga and Ecuador’s relatively new mining laws.
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1) Disclosure Controls
Disclosure controls and procedures (“Disclosure Controls”) are procedures designed to provide
reasonable assurance that all relevant information required to be disclosed in documents filed with
securities regulatory authorities is recorded, processed, summarized and reported on a timely basis, and
is accumulated and communicated to the Company’s management, including the Chief Executive Officer
(“CEO”) and the Chief Financial Officer (“CFO”), as appropriate, to allow timely decisions regarding
required disclosure. Management, including the CEO and the CFO, does not expect that the Company’s
Disclosure Controls will prevent or detect all error and all fraud.
The inherent limitations in all control systems are such that they can provide only reasonable, not
absolute, assurance that all control issues and instances of fraud or error, if any, within the Company
have been detected.
National Instrument 52-109, “Certification of Disclosure in Issuers’ Annual and Interim Filings,” issued by
the Canadian Securities Administrators (“CSA”) requires the CEO and the CFO to certify that they are
responsible for establishing and maintaining Disclosure Controls for the issuer, that Disclosure Controls
have been designed to provide reasonable assurance that material information relating to the issuer is
made known to them, that they have evaluated the effectiveness of the issuer’s Disclosure Controls, and
that their conclusions about the effectiveness of those Disclosure Controls at the end of the period
covered by the relevant annual filings have been disclosed by the issuer.
2) Internal Controls over Financial Reporting
INV Metals’ CEO and CFO have evaluated the effectiveness of the Company’s Disclosure Controls as at
June 30, 2017 and concluded that, subject to the inherent limitations noted above, those disclosure
controls were effective for the period then ended.
National Instrument 52-109 also requires CEO’s and CFO’s to certify that they are responsible for
conducting an evaluation of the effectiveness of internal controls over financial reporting (“ICFR”), as
defined by the CSA, for the Company, that the ICFR have been designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements in
accordance with Canadian GAAP, and that the Company has disclosed any changes in its ICFR during
its most recent period that has materially affected, or is reasonably likely to materially affect, its’ financial
reporting.
As discussed above, the inherent limitations in all control systems are such that they can provide only
reasonable, not absolute, assurance that all control issues and instances of fraud or error, if any, within
the Company have been detected. Therefore, no matter how well designed, ICFR has inherent
limitations, can provide only reasonable assurance with respect to financial statement preparation and
may not prevent and detect all misstatements.
Management conducted an assessment of the effectiveness of ICFR in place as of June 30, 2017 and
concluded that such procedures are adequate and effective. The Board assesses the integrity of the
public financial disclosures through the oversight of the Audit Committee. No material changes in ICFR
have been made as of June 30, 2017.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Except for statements of historical fact relating to the Company (as defined below), certain information
contained in this MD&A constitutes “forward-looking information” under Canadian securities legislation.
Forward-looking information includes, but is not limited to, statements with respect to the financial results
and expectation for 2017, the Property categorization as a “large-scale” project under Ecuador’s mining
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laws and tax regimes, future anticipated results of exploration programs, including, but not limited to,
interpretation of drill results, uncertainty surrounding metallurgical test results, the geology, grade and
continuity of mineral deposits and conclusions of economic evaluations and the assumptions on which
such economic evaluations are based, the industry-wide and Loma Larga specific risks that are identified
in the Technical Report, the possibility that future exploration, development or mining results will not be
consistent with the Company’s expectations, the future price of precious and base metals, demand for
metals, currency exchange rates, political and operational risks inherent in mining or development
activities, legislative factors relating to prices, taxes, royalties, land use, title and permits, importing and
exporting of minerals, environmental protection, expenditures on property, plant and equipment,
increases and decreases in mineral reserves and/or mineral resources, anticipated grades and recovery
rates that are or may be based on assumptions and/or estimates related to future economic, market and
other conditions, requirements for additional capital and other statements relating to the financial and
business prospects of the Company.
Generally, forward-looking information can be identified by the use of forward-looking terminology such as
“plans”, “expects” or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”,
“intends”, “anticipates”, “does not anticipate”, “believes” or variations of such words and phrases or
statements that certain actions, events or results “may”, “could”, “would”, “might”, “will be taken”, “occur”
or “be achieved”.
Forward-looking information is based on the reasonable assumptions, estimates, analysis and opinions of
management made in light of its experience and its perception of trends, current conditions and expected
developments, as well as other factors that management believes to be relevant and reasonable in the
circumstances at the date that such statements are made, and are inherently subject to known and
unknown risks, uncertainties and other factors that may cause the actual results, level of activity,
performance or achievements of the Company to be materially different from those expressed or implied
by such forward-looking information, including but not limited to risks related to: uncertainties regarding
the price of precious and base metals and the availability of equity financing; uncertainties regarding the
exploration and development of mineral deposits; the high degree of risk involved in mining operations;
lack of mineral production history; dependence on a single project; negative cash flow from operations;
compliance with anti-corruption laws; uncertain political stability and government regulation of mining
operations, including the expropriation of assets and the presence of illegal miners; the possibility that
future exploration results will not be consistent with the Company’s expectations; taxation; uncertain
political and economic environments; non-governmental organization intervention and the creation of
adverse sentiment among the inhabitants of areas of mineral development; conducting operations in a
foreign country and compliance with foreign laws; failure to fulfill the requirements of any phase of the
mining laws of Ecuador; uncertainties of project cost, construction and operating cost overruns or
unanticipated costs and expenses; presence of a significant shareholder; presence of endangered
species; the reliability of mineral resource and mineral reserve estimates as well as other assumptions
and parameters underlying the anticipated recoverability of precious and base metals; compliance with
statutory and regulatory standards; environmental hazards; reliance on adequate infrastructure for mining
activities; the assurance of titles or boundaries; surface rights and access rights; costs of land
reclamation; permits; uninsurable risks related to exploration, development and production; uncertainties
inherent in competition with other exploration companies; hedging; timing and availability of external
financing on acceptable terms and in light of the current decline in global liquidity and credit availability;
future prices of precious and base metals; currency exchange rates; the market price of Common Shares;
future sales of Common Shares; dependence on key management employees and the ability to recruit
and retain employees with special skill and knowledge; conflicts of interest of directors and officers of the
Company; use of proceeds; dilution; the regulatory regime in Ecuador; the tax regime in Ecuador;
community relations; and enforcement of legal rights. See “Risks and Uncertainties” in this MD&A. This
list is not exhaustive of the factors that may affect the forward-looking statements. These and other
factors should be considered carefully by prospective investors, who should not place undue reliance on
such forward-looking statements. Forward-looking statements are made based upon management’s
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beliefs, estimates and opinions on the date the statements are made, which management believes are
reasonable, and the Company undertakes no obligation to update forward-looking statements if these
beliefs, estimates and opinions or other circumstances should change, except as otherwise required by
applicable law. Although management of the Company has attempted to identify important factors that
could cause actual results to differ materially from those contained in forward-looking information, there
may be other factors that cause results not to be as anticipated, estimated or intended. There can be no
assurance that such statements will prove to be accurate, as actual results and future events could differ
materially from those anticipated in such statements. Accordingly, readers should not place undue
reliance on forward-looking information.
All disclosure contained herein concerning future plans for the Loma Larga is subject to the assumptions
and qualifications set forth in the Technical Report, which is available under the Company’s profile on
SEDAR at www.sedar.com.
DIFFERENCES IN REPORTING OF MINERAL RESOURCE ESTIMATES
This MD&A was prepared in accordance with Canadian standards for reporting of mineral resource
estimates, which differ in some respects from standards in the United States. In particular, and without
limiting the generality of the foregoing, the terms “inferred mineral resources,” “indicated mineral
resources,” “measured mineral resources” and “mineral resources” used or referenced in this MD&A are
Canadian mineral disclosure terms as defined in accordance with NI 43-101 under the guidelines set out
in the Canadian Institute of Mining, Metallurgy and Petroleum (the “CIM”) Standards on Mineral
Resources and Mineral Reserves (the “CIM Standards”). The CIM Standards differ significantly from
standards in the United States. While the terms “mineral resource,” “measured mineral resources,”
“indicated mineral resources,” and “inferred mineral resources” are recognized and required by Canadian
regulations, they are not defined terms under standards in the United States. “Inferred mineral resources”
have a great amount of uncertainty as to their existence, and great uncertainty as to their economic and
legal feasibility. It cannot be assumed that all or any part of an inferred mineral resource will ever be
upgraded to a higher category. Under Canadian rules, estimates of inferred mineral resources may not
form the basis of feasibility or other economic studies, except in limited circumstances. The term
“resource” does not equate to the term “reserves”. Under the United States’ standards, mineralization
may not be classified as a “reserve” unless the determination has been made that the mineralization
could be economically and legally produced or extracted at the time the reserve determination is made.
Readers are cautioned not to assume that all or any part of measured or indicated mineral resources will
ever be converted into mineral reserves. Readers are also cautioned not to assume that all or any part of
an inferred mineral resource exists, or is economically or legally mineable. Disclosure of “contained
ounces” in a mineral resource is permitted disclosure under Canadian regulations; however, United
States companies are only permitted to report mineralization that does not constitute “reserves” by
standards in the United States as in place tonnage and grade without reference to unit measures. The
requirements of NI 43-101 for identification of “reserves” are also not the same as those of the United
States Securities and Exchange Commission (the “SEC”), and reserves reported by the Company in
compliance with NI 43-101 may not qualify as “reserves” under SEC standards. Accordingly, information
regarding mineral resources contained or referenced in this MD&A containing descriptions of our mineral
deposits may not be comparable to similar information made public by United States companies.
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