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In this Annual Information Form for the financial year ended December 31, 2018 (the 

“Annual Information Form”), the “Corporation” or “Euro Sun” refers to Euro Sun Mining Inc., 

unless otherwise indicated or the context otherwise requires.  All information contained herein is 

as at April 1, 2019, unless otherwise indicated. 

All dollar amounts in this Annual Information Form are in Canadian dollars, unless 

otherwise indicated. 

Glossary of Mining Terms 

The following is a glossary of certain mining terms used in this Annual Information 

Form:  

assay A wet chemical, fusion, or x-ray test performed on a small sample of 

ores or minerals to determine the amount of valuable metals contained. 

Au Gold. 

chalcopyrite A sulphide mineral of copper and iron; the most important ore mineral of 

copper. 

Cu Copper. 

Cu Eq. Copper equivalent. 

deposit A natural occurrence of a useful mineral, in sufficient extent and degree 

of concentration to invite exploitation. 

diamond drill A rotary type of rock drill that cuts a core of rock that is recovered in 

long cylindrical sections, two centimetres or more in diameter. 

diorite 
An intrusive igneous rock composed chiefly of sodic plagioclase, 

hornblende, biotite or pyroxene. 

epithermal 

 

A term applied to hydrothermal mineral deposits formed at shallow 

depths from ascending solutions of moderate temperatures and occurring 

mainly in veins. 

Facility 

 

flotation 

The project finance facility entered into between Macquarie Bank 

Limited and Mineração Riacho dos Machados Ltda., a former subsidiary 

of the Corporation.    

A milling process in which valuable mineral particles are induced to 

become attached to bubbles and float as others sink. 

g/t Au Grams of gold per tonne. 

g/t Au Eq. Grams of gold equivalent per tonne. 

grade The relative quantity of the mineral or metal content in a deposit. 

hydrothermal A term pertaining to hot water, especially with respect to its action in 

dissolving, re-depositing and otherwise producing mineral changes 
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within the Earth’s crust. 

igneous rock Rocks formed by the solidification of molten material from far below the 

Earth's surface. 

intrusive rock A body of igneous rock formed by the consolidation of magma intruded 

into other rocks, in contrast to lavas, which are extruded upon the 

surface. 

km Kilometres. 

km2 Square kilometres. 

m Metres. 

metamorphic 

rocks 

Rocks which have undergone a change in texture or composition as the 

result of heat and/or pressure. 

mineral A naturally occurring homogeneous substance having definite physical 

properties and chemical composition and, if formed under favorable 

conditions, a definite crystal form. 

mineral reserves A mineral reserve is the economically mineable part of a measured or 

indicated mineral resource demonstrated by at least a preliminary 

feasibility study. This study must include adequate information on 

mining, processing, metallurgical, economic and other relevant factors 

that demonstrate, at the time of reporting, that economic extraction can 

be justified. A mineral reserve includes allowances for dilution and 

losses that may occur when the material is trained. 

Proven mineral reserve: A proven mineral reserve is the economically 

mineable part of a measured mineral resource demonstrated by at least a 

preliminary feasibility study. This study must include adequate 

information on mining, processing, metallurgical, and economic and 

other relevant factors that demonstrate, at the time of reporting, that 

economic extraction is justified. 

Probable mineral reserve: A probable mineral reserve is the 

economically mineable part of an indicated mineral resource, and in 

some circumstances a measured mineral resource demonstrated by at 

least a preliminary feasibility study. This study must include adequate 

information on mining, processing, metallurgical, and economic and 

other relevant factors that demonstrates, at the time of reporting, that 

economic extraction can be justified. 

mineral resource A mineral resource is a concentration or occurrence of natural, solid, 

inorganic or fossilized organic material in or on the Earth's crust in such 

form and quantity and of such a grade or quality that it has reasonable 

prospects for economic extraction. The location, quantity, grade, 

geological characteristics and continuity of a mineral resource are 

known, estimated or interpreted from specific geological evidence and 



Annual Information Form 5. 

Euro Sun Mining Inc. 

 

 

 

knowledge. 

Measured mineral resource: A measured mineral resource is that part of 

a mineral resource for which quantity, grade or quality, densities, shape, 

physical characteristics are so well established that they can be estimated 

with confidence sufficient to allow the appropriate application of 

technical and economic parameters, to support production planning and 

evaluation of the economic viability of the deposit. The estimate is based 

on detailed and reliable exploration, sampling and testing information 

gathered through appropriate techniques from locations such as outcrops, 

trenches, pits, workings and drill holes that are spaced closely enough to 

confirm both geological and grade continuity. 

Indicated mineral resource: An indicated mineral resource is that part of 

a mineral resource for which quantity, grade or quality, densities, shape 

and physical characteristics, can be estimated with a level of confidence 

sufficient to allow the appropriate application of technical and economic 

parameters, to support mine planning and evaluation of the economic 

viability of the deposit. The estimate is based on detailed and reliable 

exploration and test information gathered through appropriate techniques 

from location such as outcrops, trenches, pits, workings and drill holes 

that are spaced closely enough for geological and grade continuity to be 

reasonably assumed. 

mineralization The introduction of potential ore minerals into a pre-existing rock. 

open pit A mine that is entirely on surface. Also referred to as an open-cut or 

open-cast mine. 

oz Troy ounce, the unit in which gold is quoted. A Troy ounce represents 

approximately 31.103 g. 

PEA A preliminary economic assessment. 

porphyry Any igneous rock in which relatively large crystals, called phenocrysts, 

are set in a fine-grained groundmass. 

porphyry copper A deposit of disseminated copper minerals in or around a large body of 

intrusive rock. 

potassic-

porphyry 

A porphyry rich in potassic minerals. 

pyrite A yellow iron sulphide mineral, normally of little value. 

QA/QC  Quality assurance/quality control. 

reclamation The process by which lands disturbed as a result of mining activity are 

reclaimed back to a beneficial land use. Reclamation activity includes the 

removal of buildings, equipment, machinery and other physical remnants 

of mining, closure of tailings impoundments, leach pads and other mine 
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features, and contouring, covering and re-vegetation of waste rock piles 

and other disturbed areas. 

recovery A term used in mineral processing to indicate the proportion of valuable 

material obtained in the treatment of an ore. It is generally stated as a 

percentage of valuable metal in the ore that is recovered compared to the 

total valuable metal present in the ore. 

rock Any natural combination of minerals; part of the Earth's crust. 

skarn Name for the metamorphic rocks surrounding an igneous intrusive where 

it comes in contact with a limestone or dolostone formation. 

sulphide 

 

A group of minerals in which one or more metals are found in 

combination with sulphur. 

supergene The leaching of valuable elements from the upper parts of mineral 

deposits and their precipitation at depth to produce higher 

concentrations. 

vein A thin sheet-like intrusion into a fissure or crack, commonly bearing 

quartz. 

waste Barren rock in a mine, or mineralized material that is too low in grade to 

be mined and milled at a profit. 

  

Metric Equivalent Table 

For ease of reference, the following factors for converting imperial measurements into 

metric equivalents are provided:  

Metric Measurement Units To Convert to Imperial 

Measurement Units 
Divide By 

Hectares Acres 0.4047 

Metres Feet 0.3048 

Kilometres Miles 1.6093 

Grams Ounces (Troy) 31.1035 

Kilograms Pounds 0.4536 

Tonnes Short tons 0.9072 

Grams per tonne Troy ounces per ton 34.2857 

 

 

 

  

FORWARD-LOOKING INFORMATION 

Certain information provided in this Annual Information Form and any documents 

incorporated by reference may constitute “forward-looking information” within the meaning of 

applicable Canadian securities legislation which may include, but is not limited to, information 
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with respect to the Corporation’s expected production from, and further potential of, the 

Corporation’s properties; the Corporation’s ability to raise additional funds; the future price of 

minerals, particularly gold and copper; the estimation of mineral reserves and mineral resources; 

conclusions of economic evaluation; the realization of mineral reserve estimates; the timing and 

amount of estimated future production; costs of production; capital expenditures; success of 

exploration activities; mining or processing issues; currency exchange rates; government 

regulation of mining operations; and environmental risks.  Often, but not always, forward-

looking information can be identified by the use of words such as “plans”, “expects”, “is 

expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates”, or 

“believes” or variations (including negative variations) of such words and phrases, or statements 

that certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur 

or be achieved.  Forward-looking information is based on management’s expectations and 

reasonable assumptions at the time such statements are made.  Estimates regarding the 

anticipated timing, amount and cost of exploration and development activities are based on 

assumptions underlying mineral reserve and mineral resource estimates and the realization of 

such estimates are set out herein.  Capital and operating cost estimates are based on extensive 

research of the Corporation, purchase orders placed by the Corporation to date, recent estimates 

of construction and mining costs and other factors that are set out herein.  Forward-looking 

information involves known and unknown risks, uncertainties and other factors that may cause 

the actual results, performance or achievements of Euro Sun and/or its subsidiaries to be 

materially different from any future results, performance or achievements expressed or implied 

by the forward-looking statements.  Such factors include: uncertainties of mineral resource 

estimates; the nature of mineral exploration and mining; variations in ore grade and recovery 

rates; cost of operations; fluctuations in the sale prices of products; volatility of gold and copper 

prices; exploration and development risks; liquidity concerns and future financings; risks 

associated with operations in foreign jurisdictions; potential revocation or change in permit 

requirements and project approvals; competition; no guarantee of titles to explore and operate; 

environmental liabilities and regulatory requirements; dependence on key individuals; conflicts 

of interests; insurance; fluctuation in market value of Euro Sun’s shares; rising production costs; 

equipment material and skilled technical workers; volatile current global financial conditions; 

and currency fluctuations; and other risks pertaining to the mining industry, as well as those 

factors discussed in the section entitled “Risk Factors”.  Although Euro Sun has attempted to 

identify important factors that could cause actual actions, events or results to differ materially 

from those described in forward-looking statements, there may be other factors that cause 

actions, events or results to differ from those anticipated, estimated or intended.  Forward-

looking information contained herein or incorporated by reference are made as of the date of this 

Annual Information Form or as of the date of the documents incorporated by reference, as the 

case may be, and Euro Sun does not undertake to update any such forward-looking information, 

except in accordance with applicable securities laws.  There can be no assurance that forward-

looking information will prove to be accurate, as actual results and future events could differ 

materially from those anticipated in such information.  Accordingly, readers are cautioned not to 

place undue reliance on forward-looking information. The forward-looking information 

contained or incorporated by reference in this document is presented for the purpose of assisting 

shareholders in understanding the financial position, strategic priorities and objectives of the 

Corporation for the periods referenced and such information may not be appropriate for other 

purposes. 
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CORPORATE STRUCTURE 

The Corporation’s full corporate name is Euro Sun Mining Inc.  The Corporation’s head 

and registered office is at 65 Queen Street West, 8th Floor, Toronto, Onatrio, M5H 2M5 

 

The Corporation was incorporated pursuant to the provisions of the Canada Business 

Corporations Act (the “CBCA”) as Ore-Leave Capital Inc. on January 17, 2003.  On March 26, 

2003, the Corporation amended its Articles to remove the private company provisions and the 

restrictions on share transfers.  On June 24, 2004, the Corporation amended its Articles to change 

its name to Carpathian Gold Inc.  On August 18, 2016, the Corporation further amended its 

Articles to change its name to Euro Sun Mining Inc. 

 

The following diagram illustrates the current corporate structure of the Corporation, 

including the percentage of voting securities beneficially owned, directed or controlled, directly 

or indirectly by the Corporation of its principal subsidiaries, as well as the jurisdictions in which 

such principal subsidiaries were incorporated, continued, formed or organized: 
 

 

GENERAL DESCRIPTION AND NARRATIVE DESCRIPTION OF THE BUSINESS 

The Corporation is principally a mineral exploration and development company.  

Through its subsidiaries, the Corporation is currently involved in the exploration and 

development of mineral properties situated in Romania.  The Corporation has carried out 

extensive exploration programs on three copper-gold porphyry systems referred to as Rovina, 

Colnic and Ciresata (collectively, the “Rovina Valley Project” or “RVP”) with a view to 

advancing them to the pre- feasibility stage.  In addition, since 2008 up until April 29, 2016, the 

Corporation’s business was also focused on the exploration, development, construction and 

operation of the the Riacho dos Machados gold project (the “RDM Project”) located in the state 

of Minas Gerais, Brazil. 
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The table below provides a breakdown of exploration and development expenditures on 

all of the Corporation’s properties over a three-year period ending December 31, 2018:  
 

Year 

 

Exploration Expenditures (US$) 

  

2016 $1,473,999 

2017 $2,746,895 

2018 $3,748,343 

Total: $7,969,237 

The Corporation’s significant projects for the past three years, as more fully described by 

management, are set out below. 

 

Romania 

 

Rovina Valley Project 

 

The Corporation holds the Rovina Valley Project through a mining license which covers 

a total of approximately 94 square kilometres (the “Rovina License”).  The Rovina Valley 

Project is the Corporation’s sole exploration project in Eastern Europe and the main focus of its 

exploration efforts there since 2005.  It hosts three copper-gold porphyry systems or deposits: 

Rovina (the “Rovina Deposit”), Colnic (the “Colnic Deposit”) and Ciresata (the “Ciresata 

Deposit”).  The Colnic Deposit is located approximately 2.5 km south of the Rovina Deposit and 

the Ciresata Deposit is approximately 4 km south of the Colnic Deposit. 

 

The area covered by the Rovina License has access to all necessary power and water 

supplies.  The topography of the area is hilly with forest vegetation and an elevation of 

approximately 900 m above sea-level. 

 

Drilling activities on the Rovina Valley Project stopped on July 5, 2012 due to the 

impending expiry of the exploration license on August 29, 2012 and closure of the work program 

for the submittal of final documentation for the conversion to a mining license.  In August 2012, 

the final exploration report was submitted to the Romanian National Agency for Mineral 

Resources (“NAMR”) and accepted.  Romanian mining law states that the holder of an 

exploration license has the exclusive right to apply for a mining license at any time or within 90 

days after the expiration date of the exploration license.  The Corporation, through its wholly-

owned subsidiary, SAMAX Romania SRL (“SAMAX”) notified the NAMR of its intention to 

exercise its exclusive statutory right to apply for the Rovina License. 

 

SAMAX subsequently and within the 90 day requirement, submitted the required Mining 

License Application (“MLA”) documentation including the mining study, the waste 

management plan, an environmental assessment, various impact studies and a closure plan.  In 

March 2013, NAMR approved and registered the MLA resources/reserves in the National 

Registry.  In October 2013, the NAMR approved the mining waste management plan. 

 

Although initially, the MLA was to be based on a large 40,000 tonne per day operation, 

the decline in commodity prices and increases in capital cost items since the filing of a 
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preliminary economic assessment in March 2010, the Corporation initiated a review of the scope 

of the project as a smaller, lower capital-intensive operation.  

 

During the third quarter, 2014, the Corporation with a consortium of Romanian 

specialists completed a mining study for a 20,000 tonnes per day operation and associated 

environmental impact and risk studies which were submitted to the NAMR in August 2014.  In 

October 2014, the NAMR approved the mining waste management plan as one of the key steps 

in the Rovina License approval process.  In addition, the Corporation continues to assess the 

scalability of a potential mining operation at the Rovina Valley project with the goal to optimize 

return on investment. The revised MLA may form the basis for the re-commencement of the Pre-

Feasibility Study. 

 

On May 27, 2015, the NAMR granted the 20-year Rovina License for the Rovina Valley 

Project.  The granting of the Rovina License represented the first and most important step in the 

licensing process.  Under Romanian law, the Rovina License required review by several 

government departments and its publication in the official gazette before coming into effect.  

Shortly after the granting of the Rovina License, the Corporation proceeded to develop a 

bankable feasibility study which will outline revised project costs and evaluate scalability 

options.  

 

On November 12, 2018, the Corporation completed the ratification process for the 

Rovina License, and the Rovina License was signed by the prime minister of Romania at the 

weekly meeting of the Romanian government on November 9, 2018. The Rovina License was 

published in the Official Monitor of the Romanian Government on November 16, 2018.  Since 

the ratification of the Rovina License, the Corporation initiated the Environmental and Social 

Impact Assessment for the Rovina Valley Project and continued the feasibility study to 

accelerate the Rovina Valley Project towards a construction decision.  

 

In late 2018, the Corporation retained AGP Mining Consultants (“AGP”) to complete a 

preliminary economic assessment on the Rovina Valley Project. On April 1, 2019, the 

Corporation published the technical report titled “Rovina Valley Project Preliminary Economic 

Assessment, NI 43-101, Rovina Valley, Romania” (the “Technical Report”), which included a 

preliminary economic assessment of the Rovina Valley Project (the “PEA”) and a resource 

estimate update for the Rovina Valley Project (the “Resource Estimate”).  AGP concluded, 

effective February 20, 2019, and utilizing approximately 120,256 m of diamond drill hole data 

drilled by the Corporation from 2006 through 2012, the mineral resource of the Rovina Valley 

Project amounts to 89.8 million tonnes of measured resources grading at 0.62 g/t Au and 0.19 % 

Cu, containing 1.78 million ounces of gold and 385 million pounds of copper. Indicated 

resources amounted to an additional 306.6 million tonnes grading 0.53 g/t Au and 0.15 % Cu, 

containing 5.26 million ounces of gold and 1,006 million pounds of copper.   

 

The Resource Estimate is shown below: 
 

Resource Category 

Tonnage 

(MM t) 

Au 

(g/t) 

Cu 

(%) 

Gold 

(M oz) 

Copper 

(M lb.) 

AuEq* 

(M oz) 

Measured        

Rovina (open-pit) 32.1 0.36 0.29 0.37 208 0.83 
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Resource Category 

Tonnage 

(MM t) 

Au 

(g/t) 

Cu 

(%) 

Gold 

(M oz) 

Copper 

(M lb.) 

AuEq* 

(M oz) 

Colnic (open-pit) 29.2 0.65 0.12 0.61 74 0.77 

Ciresata (underground) 28.5 0.88 0.16 0.81 102 1.03 

Total Measured 89.8 0.62 0.19 1.78 385 2.63 

Indicated        

Rovina (open-pit) 74.2 0.27 0.22 0.64 365 1.44 

Colnic (open-pit) 106.5 0.47 0.10 1.62 228 2.12 

Ciresata (underground) 125.9 0.74 0.15 3.01 413 3.92 

Total Indicated 306.6 0.53 0.15 5.26 1,006 7.47 

Total Measured + Indicated 396.5 0.55 0.16 7.05 1,391 10.11 

Inferred        

Rovina (open-pit) 14.9 0.19 0.19 0.09 62 0.22 

Colnic (open-pit) 4.7 0.34 0.10 0.05 10 0.07 

Ciresata (underground) 8.6 0.70 0.14 0.19 26 0.25 

Total Inferred 28.2 0.37 0.16 0.33 98 0.55 

 
*AuEq is determined by using a long-term gold price of US$1,500/oz and a copper price of US$3.30/lb. These 

prices are the 10-year trailing averages as of November 26, 2018 plus 10% for copper and 15% for gold.  

Metallurgical recoveries are not taken into account for AuEq. 

Base case cut-offs used in the table are 0.35 g/t AuEq for the Colnic deposit, 0.25% CuEq for the Rovina deposit 

(both of which are amenable to open-pit mining), and 0.65 g/t AuEq for the Ciresata deposit, which is amenable to 

underground bulk mining. 

For the Rovina and Colnic porphyries, the resources are pit-shell constrained using Lerchs-Grossmann algorithm pit 

optimizer and market metal values of $1,500/oz Au price and $3.30/lb Cu price, with net prices after smelter 

payables, concentrate transport, smelter charges, and royalty of US$1,384/oz Au and US$2.61/lb Cu for Colnic and 

Rovina were used to generate the shell which also included flotation metallurgical recoveries of 81.5% for gold and 

88.5% for copper for Colnic and Rovina. 

The quantity and grade of Inferred resources reported above are conceptual in nature and are estimated on the basis 

of limited geological evidence and sampling. Geological evidence is sufficient to imply, but not verify, geological 

and grade or quality continuity. For these reasons, an Inferred Mineral Resource has a lower level of confidence than 

an Indicated Mineral Resource and it is reasonably expected the majority of Inferred Mineral Resources could be 

upgraded to Indicated Mineral Resources with continued exploration. Mineral Resources, that are not Mineral 

Reserves, do not have demonstrated economic viability. Rounding of tonnes, as required by reporting guidelines, 

may result in apparent differences between tonnes, grade, and contained metal content. 

Through its wholly-owned operating subsidiary, SAMAX, the Corporation continues to 

maintain its proactive local stakeholder engagement program.  The program includes local 

community hall public meetings, a public information centre and partnership programs with local 

NGO’s and community leaders to implement community-based projects.  The good relations 

with the community have allowed unhindered surface access for drilling in the Rovina Valley 

Project area which requires permission from landowners.   

 

Further information on the Rovina Valley Project, including the Technical Report (as 

defined below) can be found on the Corporation’s web site at www.eurosunmining.com. 

http://www.eurosunmining.com./
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All exploration activities undertaken by the Corporation and its subsidiaries in Romania 

must occur on valid exploration licenses or prospecting permits issued by the NAMR in 

Bucharest, which is responsible for the administration of all mining and exploration licenses and 

prospecting permits.   According to the regulations and standard practices in Romania, the 

Corporation and its subsidiaries must submit reports of work completed and follow-up work 

programs on an annual basis to the NAMR. 

 

Prior to initiation of any exploration activity, environmental approval of a proposed 

exploration program must be obtained from various land management agencies having local, 

county and/or regional jurisdiction.  These local agencies are responsible for forestry, surface 

waters, archaeology and history, and are coordinated through the local environmental agency.   

The levels of environmental studies and approvals are determined by the local environmental 

agency following an approval template referred to as the ‘urbanisation certificate’.  In practice, 

exploration activities, including drilling, are classified as low impact, and as such do not require 

comprehensive environmental impact studies. 

 

Environmental permits for exploration are granted for one to two year periods and all 

local agencies have the right to monitor and inspect environmental impacts to evaluate 

compliance with issued permits even though such monitoring tends to be minimal in scope and 

nature.  Any changes to the exploration activity that result in a greater environmental impact 

require approval. 

 

Due to the fact that SAMAX is an exploration-stage company, the activities it conducts 

on its projects are largely restricted to drilling and ancillary activities associated with the drilling 

programs, such as access road and drill pad construction.  As such, the reclamation costs in 

respect of drilling activities are not material to the Corporation and are factored into the 

Corporation’s budgets for exploration programs.  If and when the Corporation wishes to enter the 

production stage, it will need to prepare a feasibility study as well as extensive environmental 

impact assessments studies.  These environmental impact assessments will provide the 

Corporation with a better idea of the future costs of compliance with applicable environmental 

requirements and will also provide a better estimate of the eventual costs of reclamation 

obligations at the end of the mine life.  

 

Stanija Property 

 

On October 18, 2016, the Corporation announced that it obtained a new prospecting 

permit from Romanian’s NAMR for the Stanija area, located approximately 3 kilometres east of 

its Rovina Valley Mining Licence, in west-central Romania.  The Stanija property covers 42 

square kilometres in the highly prolific Golden Quadrilateral mining district in the South 

Apuseni Mountains.  The permit is valid for three years and exploration work will begin 

immediately.    Extensive exploration activities were conducted in the Stanija area after the 

modern mining law became effective, in 1998; initially from 2000 to 2004 by European 

Goldfields, and again by Euro Sun’s subsidiary, Samax Romania SRL in 2007.   Based on results 

from this historical work, Euro Sun has already identified several exploration targets within the 

two target areas. 
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Brazil 
 

 Until April 29, 2016, the RDM Project was the Corporation’s sole project in Brazil and 

the focus of its efforts since late 2008.  The Corporation, through its Brazilian subsidiary, 

Mineração Riacho dos Machados (“MRDM”), owned 100% of the RDM Project.  For a 

complete discussion on the business and development of the MRDM and the RDM Project, 

please refer to the Corporation’s Management’s Discussion and Analysis for the year ended 

December 31, 2015 filed on www.sedar.com.  

 

On November 20, 2015, the Corporation announced that, as a result of an agreement 

entered into between Macquarie Bank and Brio Gold Inc. (“Brio”), Brio was granted an option 

to (i) acquire all of Macquarie Bank’s rights and interests in the Facility, the gold purchase 

agreement and the gold sale and purchase agreement and related guarantees previously entered 

into by Macquarie Bank and the Corporation, MRDM and certain other subsidiaries of the 

Corporation (collectively, the “Obligors”), and (ii) receive from Macquarie Bank an assignment 

of Macquarie Bank’s security in respect of the foregoing agreements (all of the foregoing 

agreements and the security are collectively referred to as the “Financial Assets”). 

 

On February 17, 2016, Macquarie Bank and Brio entered into a definitive assignment and 

assumption agreement (the “Assignment and Assumption Agreement”) in respect of the 

Financial Assets. 

 

Pursuant to the Assignment and Assumption Agreement, Macquarie Bank agreed to 

forbear from exercising any default-related rights, remedies, powers or privileges, or from 

instituting any enforcement actions or collection actions against the Obligors under the Financial 

Assets until the earlier of (i) the closing of the assignment of the Financial Assets to Brio and (ii) 

April 1, 2016.  Under the Assignment and Assumption Agreement, to the extent that cash flows 

from the RDM project are insufficient to meet ongoing costs and expenses, Macquarie Bank 

agreed with Brio to continue to provide funding to MRDM, subject to the terms and conditions 

set out in the Assignment and Assumption Agreement.  Any drawdowns requested by MRDM 

under the Facility remained subject to the discretion of Macquarie Bank.  Completion of the 

assignment of the Financial Assets from Macquarie Bank to Brio occurred on March 31, 2016. 

 

Pursuant to an agreement entered to by the Corporation with Brio and Macquarie Bank 

(the “Restructuring Agreement”), the Corporation agreed to work with Brio with respect to a 

restructuring procedure to be initiated by Brio with the objective of transferring 100% ownership 

of MRDM and the RDM project to Brio (the “Restructuring”).  On April 29, 2016, the Ontario 

Superior Court of Justice (Commercial List) issued an order approving, among other things, a 

credit bid transaction, which was initiated by Brio with the cooperation of the Corporation, and 

the sale to Brio of all of the Corporation’s direct and indirect equity interests in MRDM. 

 

In connection with the Restructuring, Brio delivered to the Corporation and the directors 

of the Corporation and certain of its subsidiaries a full release and discharge with respect to any 

liability under (i) the Facility, the gold purchase agreement and the gold sale and purchase 

agreement and related guarantees previously entered into by Macquarie and the Corporation, 

http://www.sedar.com/
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MRDM and certain other subsidiaries of the Corporation, and (ii) Macquarie’s security in respect 

of the foregoing agreements previously acquired by Brio from Macquarie, including the 

Corporation’s guarantee thereof.   

 

None of the other assets of the Corporation have been affected by the Restructuring, and 

the Corporation continues to own its Romanian assets. 

MINERAL PROJECTS   

The Corporation’s primary mineral project is the Rovina Valley Project, located in 

Romania. 

 

Technical Report 

The following are reproductions of the summary from the Technical Report, with minor 

editorial changes where appropriate without affecting the content of the Technical Report. The 

Technical Report, which is incorporated herein by reference, is available for public review at 

www.SEDAR.com.  All information contained in the following summaries is accurate as of the 

date thereof. 
 

“Summary 

 

"Euro Sun Mining Inc. (Euro Sun) retained AGP Mining Consultants Inc. (AGP) and 

Lycopodium Ltd. (Lycopodium) to complete a preliminary economic assessment 

(PEA) on their Rovina Valley Project (RVP).  The project is located in the Golden 

Quadrilateral Mining District of the South Apuseni Mountains in west-central 

Romania, approximately 300 km northwest of the city of Bucharest, the capital city of 

Romania. 

The PEA incorporates the results of the updated National Instrument (NI) 43-101 

compliant mineral resources estimated for the PEA.  AGP concludes, effective 

February 20, 2019, and utilizing approximately 120,256 m of diamond drill hole data 

drilled by Euro Sun from 2006 through 2012, the mineral resource of the Rovina 

Valley Project amounts to 89.8 million tonnes of Measured resources grading at 0.62 

g/t Au and 0.19 % Cu, containing 1.78 million ounces of gold and 385 million pounds 

of copper. Indicated resources amounted to an additional 306.6 million tonnes grading 

0.53 g/t Au and 0.15 % Cu, containing 5.26 million ounces of gold and 1,006 million 

pounds of copper.  

The Colnic portion of the RVP resources have Measured resources of 29.2 million 

tonnes grading 0.65 g/t Au and 0.12% Cu and Indicated resources of 106.5 million 

tonnes grading at 0.47 g/t Au and 0.10 % Cu. These contain 2.23 million ounces of 

gold and 302 million pounds of copper. Inferred resources are an additional 4.7 

million tonnes grading 0.34 g/t Au and 0.10 % Cu, containing 0.05 million gold 

ounces and 10 million pounds of copper.  

file:///C:/Users/Michael/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/3HCM55V1/www.sedar.com
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The PEA concluded that the Colnic deposit could be developed as a phased open pit 

sending 85.7 Mt of mill feed grading 0.58 g/t Au and 0.10 % Cu to a nearby process 

facility.  This would be done over a 14.1- year mine life which includes 2 years of pre-

stripping.  The 7.2 Mtpa process plant operates with conventional crushing, grinding 

followed by flotation to produce a gold rich copper concentrate.  A site layout has 

been prepared to illustrate the proposed location of required infrastructure, mining and 

processing facilities in Figure 1 1. 

The study used a gold price of $1,325/oz and copper price of $3.10/lb.  With those 

prices, the project is estimated to have an after-tax IRR of 13.5% and a pay-back 

period of 5.62 years after start of production. At a discount rate of 5%, the after tax 

NPV is estimated at $169M.   

The PEA utilizes Measured, Indicated and Inferred resources from Colnic for 

calculation of potential economics.  The Measured resource was 31.1% of the total 

mill feed and the Indicated resource was 68.7% of the total mill feed.  Inferred 

material representing 0.2% of the mill feed is included in the total mill feed.   There is 

no certainty that the assumptions utilized in the PEA will be realized.  Inferred mineral 

resources are presently considered too speculative geologically to have economic 

considerations applied to them that would enable them to be categorized as reserves.  

Mineral resources that are not mineral reserves do not have demonstrated economic 

viability.   

Based on the results of the PEA study, AGP recommends that Euro Sun continue with 

additional studies to determine a project execution decision.  Recommendations and 

associated budgets are provided to ensure sufficient information is available going 

forward.  

The Rovina and Ciresata deposits, while not a component of the PEA study, represent 

a future opportunity to expand on the scale of the project.  Their inclusion in the 

overall project should be assessed as the project advances. 

With the current level of information for the Project, AGP does not foresee any 

Mineral Resources, potential economics, or environmental issues that would inhibit 

the Project from advancing to further levels of study. 

Figure 0-1 Rovina Valley Project (Phase 1 Colnic) Proposed Site Layout 
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1.1 Geology 

The Rovina, Colnic, and Ciresata Porphyry deposits are the principal exploration 

targets on the Property, with their locations defining a north-northeast trend. The 

Rovina Porphyry is the northern-most with the Colnic Porphyry lying approximately 

2.5 km south of the Rovina Porphyry, and the Ciresata Porphyry approximately 4.5 

km south of the Colnic Porphyry 

The Rovina Property consists of one Exploitation (Mining) License (the Rovina 

Exploitation License, Number 18174/2015 for Cu-Au) centered at approximately 

latitude 46°07’ N and longitude 22° 54’ E or 515,000 N and 340,000 E using the 

“Stereo70” projection of the Romanian National Geodetic System. Euro Sun, through 

intermediary subsidiaries, owns 100% of SAMAX Romania SRL (SAMAX), which in 

turn owns 100% of the Rovina Exploitation License. SAMAX is a duly registered 

company in the city of  Criscior, Romania.  

Year-round principal access to the property is on a paved two-lane highway to the 

historic gold mining town of Brad followed by secondary paved roads eastward for 7 

km, which passes through the town of Criscior and onward to the village of Bucuresci 

within the property. 

On a regional level, the majority of the mineral deposits in the Romanian-Hungarian 

region are located in the Carpathian Fold Belt; an arcuate orogenic belt which is part 
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of a much larger belt extending westward into Austria and Switzerland and south into 

Serbia and Bulgaria. These belts developed during the late Cretaceous and Tertiary 

periods, following closure of the Tethys Ocean, due to the collision of continental 

fragments of Gondwana with continental Europe and the related subduction of small, 

intervening oceanic basins. The development of the Carpathian Fold Belt was 

accompanied by widespread igneous activity, including a suite of late Cretaceous to 

early Eocene acidic to intermediate intrusive and extrusive rocks, known as 

“banatites”. These rocks are believed to have formed early stages of subduction and 

are host to several Cu-Mo-Fe Porphyry and skarn deposits.   

The Apuseni Mountains represent a somewhat “isolated massif” with the Carpathian 

Fold Belt.  The southern portion of the Apuseni Mountains, where the Apuseni-Rovina 

Property is located, consists of a complex area of Palaeozoic (and older) metamorphic 

rocks, Mesozoic ophiolites and sedimentary rocks and Tertiary igneous and 

sedimentary rocks.   

On a local level, the property covers a sequence of Neogene-aged subvolcanic 

intrusive rocks, which in other parts of the Golden Quadrilateral, host epithermal and 

porphyry-style mineralization. Euro Sun’s exploration programs have identified Au-

rich porphyry systems (the Rovina, Colnic, and Ciresata deposits) hosted by these 

Neogene subvolcanic intrusives. The Rovina and Colnic porphyry deposits lie within a 

northeastern volcanic outlier of the 8  to 10 km diameter, Neogene-aged, Brad–Barza 

volcanic field. The Brad-Barza volcanic field is well-known for hosting high-grade 

gold veins with historic gold production dating back to the Roman period (ca. 2,000 

years ago).  The Ciresata porphyry, 4.5 km south of Colnic, lies within the eastern part 

of the Brad-Barza volcanic field.  

The main mineralized targets on the Rovina property are the Rovina Cu–Au porphyry, 

Colnic Au–Cu porphyry, and the Ciresata Au-Cu porphyry. Porphyry deposits in 

general are large, low- to medium-grade deposits in which primary (hypogene) 

sulphide minerals are dominantly structurally-controlled and which are spatially and 

genetically related to felsic to intermediate porphyritic intrusions.  

The mineralized porphyries at Rovina, Colnic, and Ciresata display moderate to 

intense potassic hydrothermal altered cores, and strong quartz stockwork veining. The 

Au-Cu mineralization manifests as stockworks and disseminations centered on 

porphyritic, subvolcanic-intrusive complexes of hornblende-plagioclase diorites. 

These porphyries would classify as gold-rich, especially Ciresata and Colnic, and 

contain many of the features common in gold-rich porphyries (i.e. dioritic, calc-

alkaline stock associated) and abundant magnetite alteration. Oxidation is restricted to 

the uppermost few metres of the prospect and no significant oxide cap or supergene 

enriched horizons have been encountered to date. 
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1.2 Resource Statement 

The resource estimate was originally completed in 2012. The interpolated grades were 

not updated in 2019 since there was no additional data added that would materially 

affect the grade models. The metal prices and resource constraining shell were updated 

to bring the resource current and in conformance with the 2014 Canadian Institute of 

Mining, Metallurgy and Petroleum (CIM) Mineral Resource and Mineral Reserve 

definitions referred to in the National Instrument 43-101 (NI 43-101), Standards of 

Disclosure for Mineral Projects.   

This updated resource estimate by AGP incorporates the late 2010 and 2012 drilling 

results that were available as of April 23, 2012 for Rovina, Colnic, and Ciresata. 

All routine sample preparation and analyses of the Euro Sun samples were performed 

by ALS Chemex Romania Laboratory (ALS) in the town of Gura Rosiei (where the 

Rosia Montana Project is located), about 45 minutes’ drive northwest of the project 

area. A comprehensive Quality Assurance/Quality Control (QA/QC) program 

involving the use of coarse blanks, standards, and duplicates has been instigated 

following recommendations by AMEC Foster Wheeler (AMEC) in 2006 and 2007. 

The current QA/QC programs meet or exceed standard industry practices. 

Prior to mineral resource estimation, AGP conducted data verification consisting of a 

site visit and a database audit. The assay data was thoroughly validated covering 13% 

of the entire database with 9% coverage for the 2010-2012 data not previously 

validated by AMEC or PEG Mining Consultants Inc. (PEG). AGP found the database 

to be acceptably accurate and error-free to be used in a mineral resource estimation. 

Based on the review of the QA/QC, data validation statistical analysis, and 

metallurgical test work, AGP draws the following conclusions: 

• AGP has reviewed the methods and procedures to collect and compile 

geological, geotechnical, and assaying information for the Rovina, Colnic, and 

Ciresata porphyry deposits, and found they met accepted industry standards for 

an advanced stage project and were suitable for the style of mineralization 

found on the property. 

• While other companies conducted work on the property, only Euro Sun's data 

was used in the resource estimate. This ensured modern assaying techniques 

and proper QA/QC protocols were in place for the entire drill program and 

eliminated any need to rely on historical data. 

• A QA/QC program utilizing industry standard blanks, standards, and duplicate 

samples has been used on the Project since the beginning of the Euro Sun 

exploration program. QA/QC submission rates meet industry-accepted 
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standards.  In AGP's opinion, Euro Sun exceeds standards by re-inserting 

coarse and pulp rejects in the sample stream to monitor the accuracy of the 

laboratory assays. In addition, a select suite of pulps is analysed at a secondary 

laboratory 

• An apparent high bias in the copper assays was noted for the 2010 to 2012 drill 

campaign during the QA/QC monitoring program which did not exist in the 

2006 to 2008 program. Euro Sun queried its principal laboratory on this bias 

and a subsequent QA/QC investigation concluded an error with calibration 

fluids was responsible and corrected. A total of 2,376 samples from Rovina 

were re-assayed and utilised for the resource estimation.  

• Data verification was performed by AGP through site visits, collection of 

independent character samples, and a database audit prior to mineral resource 

estimation.  AGP found the database to be exceptionally well maintained and 

error free, and suitable for use in mineral resource estimation. 

• Although additional sampling may be beneficial, AGP is of the opinion that 

with the samples currently available, the specific gravity determinations are 

representative of the in-situ bulk density of the rock types. 

• Sampling and analysis programs using standard practices provided acceptable 

results. AGP believes the resulting data can effectively be used in the 

estimation of resources. 

• Core handling, core storage, and chain of custody are consistent with industry 

standards.  

• In AGP’s opinion, the current drill hole database is sufficient for interpolating 

grade models for use in resource estimation. 

• Mineral resources were classified using logic consistent with the 2014 CIM 

definitions referred to in NI 43-101.  At Rovina, Colnic, and Ciresata, the 

mineralization, density, and position of the drill holes satisfies sufficient 

criteria to be classified into the Measured, Indicated, and Inferred categories.  

• This independent mineral resource estimate by AGP supports the February 20, 

2019, disclosure by Euro Sun of the mineral resource statement for the Rovina 

Valley Project. 

AGP concludes, effective February 20, 2019, and utilizing approximately 120,256 m 

of diamond drill hole data drilled by Euro Sun from 2006 through 2012, the mineral 

resource of the Rovina Valley Project amounts to 89.8 million tonnes of Measured 

resources grading at 0.62 g/t Au and 0.19 % Cu, containing 1.78 million ounces of 
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gold and 385 million pounds of copper. Indicated resources amounted to an additional 

306.6 million tonnes grading 0.53 g/t Au and 0.15 % Cu, containing 5.26 million 

ounces of gold and 1,006 million pounds of copper.  

The total Measured and Indicated resources amounted to 396.5 million tonnes grading 

at 0.55 g/t Au and 0.16 % Cu, containing 7.05 million ounces of gold and 1,391 

million pounds of copper. Inferred resources added an additional 28.2 million tonnes 

grading 0.37 g/t Au and 0.16 % Cu, containing 0.33 million gold ounces and 98 

million pounds of copper.  

Table 1.1 summarizes the weighted average result of the mineral resource estimate for 

all three porphyry deposits in the RVP. 

Table 1.1 Weighted Average Rovina Valley Resource Estimate (2019) 

Resource Category 

Tonnage 

(MM t) 

Au 

(g/t) 

Cu 

(%) 

Gold 

(M oz) 

Copper 

(M lb.) 

AuEq* 

(M oz) 

Measured        

Rovina (open-pit) 32.1 0.36 0.29 0.37 208 0.83 

Colnic (open-pit) 29.2 0.65 0.12 0.61 74 0.77 

Ciresata (underground) 28.5 0.88 0.16 0.81 102 1.03 

Total Measured 89.8 0.62 0.19 1.78 385 2.63 

Indicated        

Rovina (open-pit) 74.2 0.27 0.22 0.64 365 1.44 

Colnic (open-pit) 106.5 0.47 0.10 1.62 228 2.12 

Ciresata (underground) 125.9 0.74 0.15 3.01 413 3.92 

Total Indicated 306.6 0.53 0.15 5.26 1,006 7.47 

Total Measured + 

Indicated 

396.5 0.55 0.16 7.05 1,391 10.11 

Inferred        

Rovina (open-pit) 14.9 0.19 0.19 0.09 62 0.22 

Colnic (open-pit) 4.7 0.34 0.10 0.05 10 0.07 

Ciresata (underground) 8.6 0.70 0.14 0.19 26 0.25 

Total Inferred 28.2 0.37 0.16 0.33 98 0.55 

*AuEq is determined by using a long-term gold price of US$1,500/oz and a copper price of US$3.30/lb. 

These prices are the 10-year trailing averages as of November 26, 2018 plus 10% for copper and 15% 

for gold.  Metallurgical recoveries are not taken into account for AuEq. 

Base case cut-offs used in the table are 0.35 g/t AuEq for the Colnic deposit, 0.25% 

CuEq for the Rovina deposit (both of which are amenable to open-pit mining), and 

0.65 g/t AuEq for the Ciresata deposit, which is amenable to underground bulk 

mining. 

For the Rovina and Colnic porphyries, the resources are pit-shell constrained using 

Lerchs-Grossmann algorithm pit optimizer and market metal values of $1,500/oz Au 

price and $3.30/lb Cu price, with net prices after smelter payables, concentrate 
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transport, smelter charges, and royalty of US$1,384/oz Au and US$2.61/lb Cu for 

Colnic and Rovina were used to generate the shell which also included flotation 

metallurgical recoveries of 81.5% for gold and 88.5% for copper for Colnic and 

Rovina. 

The quantity and grade of Inferred resources reported above are conceptual in nature 

and are estimated on the basis of limited geological evidence and sampling. 

Geological evidence is sufficient to imply, but not verify, geological and grade or 

quality continuity. For these reasons, an Inferred Mineral Resource has a lower level 

of confidence than an Indicated Mineral Resource and it is reasonably expected the 

majority of Inferred Mineral Resources could be upgraded to Indicated Mineral 

Resources with continued exploration. Mineral Resources, that are not Mineral 

Reserves, do not have demonstrated economic viability. Rounding of tonnes, as 

required by reporting guidelines, may result in apparent differences between tonnes, 

grade, and contained metal content. 

1.3 Mining 

The PEA study focused on the potential development of the Colnic deposit.  The pit is 

scheduled to provide 7.2 Mtpa of mill feed to the process plant over a 12.1-year mine 

life after 2 years of pre-stripping. 

The Colnic pit design uses three phases to sequence the mining of the pit to bring high 

grade material forward in the schedule.  A total of 85.7 Mt of mill feed grading 0.58 

g/t Au and 0.10 % Cu will be sent to the process plant over the life of mine.  The life 

of mine strip ratio is 1.9:1 (waste:mill feed) or 165.2 Mt of waste to be stored. 

The Measured resource was 31.1% of the total mill feed and the Indicated resource 

was 68.7% of the total mill feed.  Inferred material representing 0.2% of the mill feed 

is included in the total mill feed.  

Conventional mining practices will be employed in developing the Colnic open pit.  

Drilling will use 200mm rotary blasthole drills.  Blasting will be with emulsion 

explosives and have powder factors of 0.30 kg/t.  Loading will be with 2- 22m3 

hydraulic shovels and 1 – 20m3 front end loader.  The haulage fleet will peak at 25-

136 tonne trucks in Year 6.  Normal support equipment including track dozers, graders 

and water trucks are part of the mine equipment fleet. 

Waste material will be stored in one waste storage facility and comingled with dry 

stack tailings from the plant.  The waste storage facility has two main lift levels, the 

450 masl and the 650 masl.  The 450 level is at the approximate level of the primary 

crusher and mine waste from pre-stripping will be used to assist in the construction of 

that facility.  The larger lift to 650 contains the bulk of the waste material that is 
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hauled from the Colnic pit.  The facility as it is designed can accommodate the full 

quantities of both waste and dry stack tailings over the life of the mine.  

The mine cost estimation is based on leasing the mining fleet.  A 20% down payment 

is included in capital and the remainder of the lease cost is applied to the operating 

costs.  The life of mine operating cost is expected to average $2.35 /t moved over the 

12.1-year mine life.  This includes a lease component of $0.28 /t moved.  Costs 

associated with the pre-strip have been capitalized. 

1.4 Mineral Processing and Metallurgical Testing 

Comprehensive metallurgical test work programs have been carried out over the years, 

but this technical report summarizes test work results related to the Colnic deposit and 

covers recently completed metallurgical test work by Eriez. The results of this 

metallurgical test work program were used to develop the preliminary flowsheet 

configuration, primary circuit grinding targets, reagent addition, and metallurgical 

predictions. 

The samples tested to date exhibit metallurgical characteristics considered typical of 

copper porphyry mineralization with almost all copper typically occurring as 

chalcopyrite. Pyrite is the main sulphide gangue component and is present in 

concentrations varying from 1% to approximately 7%. Occasional pyrrhotite is noted 

within the Colnic deposit. Limited mineralogy has defined a gold population 

consisting of discrete and fine‐grained particles associated mainly with chalcopyrite 

and pyrite, but also locked within silicate minerals. 

Benchtop flotation testing and a pilot plant test program was performed to investigate 

the column flotation response of the two major geometallurgical domains previously 

defined for Colnic. Large composite samples (~3,000 kg each) designated as MET-42 

(Colnic K1 Domain) and MET-44 (Colnic K2K3 Domain) were prepared from core 

samples to represent each of the domains with respect to copper and gold grade, 

lithology, and composition.  

From the Eriez column flotation testwork, the key conclusions were: 

• Laboratory pilot plant column flotation results showed column flotation 

technology can be advantageously used for gold and copper flotation of Colnic 

MET-42, and Colnic MET-44 samples. 

• Column flotation, with use of wash water, provided greater results compared to 

conventional mechanical flotation. 

• For Colnic MET-42, an overall copper recovery of 93.5% and overall gold 

recovery of 84% were achieved in bulk rougher-scavenger column flotation. 
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However, the combined rougher-scavenger and cleaner circuit copper and gold 

flotation recoveries were approximately 82.8% at a copper grade of 22.2%, and 

77.6% at a gold grade of 109 g/t, respectively. The average zinc grade in the final 

concentrate was 4.2%.   

• For Colnic MET-44, rougher-scavenger column flotation copper and gold 

recoveries were 96.6% and 88.5%, respectively. The average rougher-scavenger 

and cleaner circuit copper recovery was 94.3% at the copper grade of 21.2%. The 

corresponding rougher-scavenger and cleaner circuit gold recovery was 85.5% at 

the final concentrate gold grade of 83 g/t. The zinc grade in the final concentrate 

averaged 1.6%. 

1.5 Recovery Methods 

The Rovina process plant design is based on a robust metallurgical flowsheet to 

produce a copper-gold concentrate at optimum recovery while minimizing initial 

capital expenditure and operating costs. The flowsheet comprises primary crushing, 

milling (SAG and ball mills), rougher, scavenger, cleaner and re-cleaner flotation, 

regrinding, concentrate dewatering, concentrate bagging, and tailings dewatering for 

dry stacking. 

The key criteria for equipment selection are suitability for duty, reliability, and ease of 

maintenance. The plant layout is conceived to provide ease of access to all equipment 

for operating and maintenance requirements while, in turn maintaining a layout that 

will facilitate construction progress in multiple areas concurrently. 

The key project design criteria for the plant are: 

• nominal throughput of 21,000 tpd material 

• crushing plant availability of 4,115 hours per annum and process plant availability 

of 8,230 hours per annum through the use of standby equipment in critical areas 

and reliable grid power supply 

• the comminution circuit has been sized to produce grind size of P80 of 75 µm, 

and regrinding mill will grind rougher-scavenger concentrate to a P80 of 13 µm to 

recover an estimated 89% of the contained copper and 82% of the contained gold 

• copper-gold concentrate will be filtered, and the filter cake will be bagged 

• scavenger tailings will be filtered and disposed as ‘dry’ tailings and stored 

together with the mine waste rock 
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• sufficient automation and plant control will be incorporated to minimize the need 

for continuous operator intervention but to allow manual override and control if 

and when required. 

The overall process flow diagram showing major unit operations is shown in Figure 1-

2. 

Figure 1-2 Overall Process Flow Diagram 

 

1.6 Infrastructure and Site Layout 

The overall site plan is shown in Figure 1 3 and includes major facilities of the Project 

including the Colnic open pit mine, primary crushing and overland conveying, process 

plant, filtered tailings and waste rock facility, raw water supply, powerline, mine 

services, and access roads. 

Access to the facility is from the west side of the property off an existing road. Main 

access will be via the main security gate near the process plant. 

Grid power will be provided from an incoming HV line from the west side of the 

property. Raw water will be provided from a dam northwest of the property. 
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A small diversion dam will be constructed upstream of the Colnic pit to divert the 

Rovina creek into a 1.85 km tunnel and move the flow away from the active mining 

operations. 

 

1.7 Capital and Operating Costs 

1.7.1 Capital Costs 

The initial and life of mine capital cost estimate for the Project is summarized in Table 

1.2 and detail on the sustaining capital cost estimate is summarized on Table 1.3. 

All costs are expressed in United States Dollars unless otherwise stated and are based 

on Q1 2019 pricing and deemed to have an overall accuracy of ±40%.  The capital 

cost estimate conforms to AACEI (Association for the Advancement of Cost 

Engineering International) Class 5 estimate standards as prescribed in recommended 

practice 47R11. 

The capital cost estimate was based on an engineering, procurement and construction 

management (“EPCM”) implementation approach and typical construction contract 

packaging.  Equipment pricing was based on quotations and actual equipment costs 

from recent similar Lycopodium projects considered representative of the Project. 
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Table 1.2 Capital Cost Estimate (Q1 2019, ±40%) 

Area 

USD  

(Excluding Duties and 

Taxes) 

Pre-strip (capitalized) $33,505,000 

Mining* $19,561,000 

Process Plant $264,671,000 

Infrastructure $16,966,000 

Project Owners Costs $5,000,000 

Subtotal $339,703,000 

Sustaining Capital $12,207,000 

Total $351,910,000 

NOTE:  Mining capital costs are based on leased mining equipment and the initial capital is a 20% 

down payment of the mine fleet.  

Table 0.1 Sustaining Capital Cost Estimate (Q1 2019, ±40%) 

Area 

USD 

(Excluding Duties and 

Taxes) 

Mining $12,207,000 

Closure Costs $20,000,000 

Salvage Costs -$20,000,000 

Total $12,207,000 

 

1.7.2 Operating Costs 

The estimated life of mine operating cost per tonne of material processed is 

summarized in Table 1.4. 

Table 0.2 Life of Mine Operating Costs (Q1 2019) 

 Total Cost ($M) 

from first gold 

pour 

$/t Processed 

Mining $624 $7.28/t 

Processing $603 $7.03/t 

G&A $43 $0.50/t 

Transport, Smelting, Refining Costs $60 $0.70/t 

Gold & Copper Royalties $127 $1.48/t 

Credit from Copper Sales -$491 -$5.72/t 

Total Operating Costs $967 $11.28/t 
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Labour costs were developed together with the Euro Sun team in Romania.  Diesel and 

electricity pricing come from quotations from local vendors.  The diesel price used is 

$1.25 /litre and the electrical price is $66.94/MWh.  The mine equipment is entirely 

diesel powered. 

The mining cost includes the leasing component not included in the mine capital.  This 

is approximately $0.28 /t moved. 

General and Administrative costs consider that no camp will be required.  The 

estimate is based on recent projects completed by AGP and Lycopodium. 

1.8 Economic Analysis 

A simple pre and post-tax cash flow model using EXCEL was prepared by 

Lycopodium on behalf of Euro Sun. Input data was provided from a variety of 

sources, including various consultants’ contributions to this PEA, pricing obtained 

from external suppliers, and exchange rates and project specific financial data received 

from Euro Sun.   

Table 1.5 shows the project cash flow summary. At a gold price of $1,325/oz and 

copper price of $3.10/lb, the project is estimated to have an after-tax IRR of 13.5% 

and a pay-back period of 5.62 years after start of production. At a discount rate of 5%, 

the after tax NPV is estimated at $169M.  The project economics have been 

summarized in Table 1.6. 

Table 0.3 Net Profit after Tax Summary 

 $M $/t Processed $/oz Au 

Revenue $1,707 $19.91 $1,312 

Mine Operating Cost1 $624 $7.28 $480 

Processing Cost $603 $7.03 $463 

G&A Cost $43 $0.50 $33 

Transport, Smelting, Refining Costs $60 $0.70 $46 

Royalties $127 $1.48 $98 

Copper Credit -$491 -$5.72 -$377 

Total Operating Cost $967 $11.28 $743 

EBITDA $740 $8.63 $569 

Capital & Stockpile Working Costs $318 $3.71 $244 

Gross Profit before tax $422 $4.92 $324 
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 $M $/t Processed $/oz Au 

Income Tax Payable $73 $0.86 $56 

Net Profit after tax $349 $4.07 $268 

Note:  Includes pre-strip costs during pre-production 

 

Table 0.4 Financial Summary 

 Value 

Revenue from gold $1,707M 

AOC $743/oz Au 

Initial Capital $340M 

Sustaining capital $12M 

Closure costs $20M 

Salvage costs -$20M 

Pre-Tax Economics: 

IRR 15.4% 

NPV (5%) $218M 

Payback 5.31 years 

After-Tax Economics: 

IRR 13.5% 

NPV (5%) $169M 

Payback 5.62 years 

 

1.9 Environmental 

Euro Sun has advanced their environmental program well beyond what is normally 

associated with a PEA study.  The progression towards and receipt of the mining 

licence is indicative of this. 

In compliance with the Romanian Mining Law’s requirement for the Mining Licence 

Application, a series of environmental and social-economic studies have been 

developed mainly between 2012 and 2014. In addition, a series of more detailed 

studies, related to biodiversity, were produced after 2014. 

The detailed biodiversity studies concluded the following: 

• The forestry study shows the biodiversity of wood plant species (trees and shrubs) 

does not stand out as anything special. No rare endemic species, or species 
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requiring special protection or care/ conservation measures were identified. The 

existing species are common species, widely spread at national level. 

• The large mammal study concluded these species manifest their sporadic presence 

in the area, especially for marking territorial boundaries. No signs of usage such 

as hunting or multiplication area in the project area were identified. 

• The small mammals study shows no endangered or vulnerable species in the 

Colnic area have been identified. 

• The Invertebrates, Batrachians, Reptiles, and non-forest flora and birds study 

concluded that no protected, vulnerable, or endangered species have been 

identified in the area. 

The Colnic project applied participative tools of mining project design, working in 

direct contact with all ongoing identified stakeholders; locals or external, public or 

private. Starting in 2012, Euro Sun went through four different project design 

scenarios based on direct (public meetings, focus groups, semi structured/interviews, 

door to door Q&A) and indirect (on line networking, info materials), positive or 

negative inputs from stakeholders.   

Euro Sun prepared a Social Impact Study and Social Impact Mitigation 

Implementation Plan for the Mining License Application.  Euro Sun, in partnership 

with Bucuresci Town Hall, implemented a Land Ownership Registration Campaign in 

the mining project area, supported by the company and promoting stakeholder’s direct 

engagement 

Archaeological investigations have been conducted by the Deva Museum of Dacian 

and Roman Civilization during three field campaigns (2008-2009, 2012-2013, 2015-

2016) for a total of 166 archaeological trenches being excavated. 

Detailed archaeological investigations were carried out in 2015 over two areas 

previously identified with archaeological potential. Here, the archaeologists identified 

some bronze-age artifacts around what has been considered two seasonal habitation 

areas. All the artifacts have been collected by the Deva Museum, the conclusion being 

that these areas can be archaeologically discharged. 

1.10  Recommendations and Proposed Budget 

Based on the results of the PEA study, AGP recommends that Euro Sun continue 

proceeding forward with additional studies and a feasibility leading to a potential 

project execution decision.  The recommendations, and associated budgets, are 

described below. 
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The Rovina and Ciresata deposits, while not a component of the PEA study, represent 

an opportunity for Euro Sun to expand the project as it is currently envisaged. 

Geotechnical 

Additional drilling should focus on areas required to support a feasibility study using 

the mining scenario developed in this PEA. Such areas consist of: 

• Colnic open pit geotechnical/hydrogeologic drilling, 

• Infrastructure geotechnical drilling for process plant, crushing stations, and 

ancillary ore haulage conveyors, 

• Condemnation drilling below planned infrastructure and waste storage facility. 

Geology 

Euro Sun should increase the drill density in selected areas.  The main objectives of 

this drilling program would be: 

• Upgrade existing resources to Measured in areas affected by the first 1- to 3-years 

of mining for the Colnic deposit. A similar program should be considered for the 

Rovina deposit when it will be considered in a possible PEA or feasibility study. 

• Complete the delineation of mineralization limits at Rovina prior to inclusion in a 

future feasibility study. 

• In preparation for a feasibility study, AGP recommends a conditional simulation 

run to quantify the degree of risk in the resource for an estimated cost of $20,000 

for a pilot run.  

• Provide new assay and geologic data through detailed drill core logging and 

interpretation to address any weaknesses in the current resource models following 

the conditional simulation model. 

Open Pit Mining 

Significant work has been completed to date on the open pit designs and this work 

demonstrates the potential for economic development of the Project.  There are still 

some areas that require further definition prior to mine operation and can be handled 

as separate studies or part of a future feasibility study. 

• Grade control procedures for proper material categorization 

• Pit dewatering requirements 
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• Wall slope analysis to determine if steeper slopes are possible 

Metallurgy 

The following is proposed for future metallurgical work: 

• Flotation configuration 

• Flotation Concentrate Filtration 

• Thickened Flotation Tailings Filtration 

Infrastructure 

Additional studies are required with respect to: 

• Rope conveyor and its alignment 

• Detailed surveys of the plant site location, road accesses and water pipeline 

• Power study 

• Waste and tailings placement facility 

• River diversion dam and tunnel design and investigation 

• Site wide water balance 

This work will also include incorporation of the geotechnical work discussed early 

into the designs. 

Environmental 

Additional background information needs to be collected, especially in regard to the 

creek diversion and dry stacking of tailings.  Further study will assist in providing 

regulators with all the required information. 

Estimated Budget 

The total estimated cost for Euro Sun to advance the project to a feasibility study are 

shown in Table 1.7 

Table 0.5 Summary of Recommendation Budgets 

 Recommended Budget ($) 

Geotechnical drilling Part of geology budget 

Geology 3,476,000 
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Mining 575,000 

Metallurgy 450,000 

Infrastructure 400,000 

Environmental 300,000 

Feasibility Study 3,000,000 

Total 8,201,000 

 

Brazil 

All technical reports in respect of the RDM Project previously owned by the Corporation 

are available for review at www.SEDAR.com. 

RISK FACTORS 

The operations of the Corporation as well as those of its subsidiaries are speculative due 

to their nature, the location in which they operate, and the relative stages of their development.  

The following risk factors pertain to the business and operations of the Corporation and its 

subsidiaries. 

Nature of Mineral Exploration and Mining 

The exploration and development of mineral deposits involve significant risks over an 

extended period of time which even with a combination of careful evaluation, experience and 

knowledge may not eliminate.  As a result, few properties which are explored are ultimately 

developed into producing mines.  The long term profitability of the Corporation’s operations will 

be in part related to the cost and the success of its exploration programs, which programs may be 

affected by a number of factors out of the Corporation’s control, such as commodity prices, the 

availability of skilled personnel, qualified vendors and the availability of critical equipment and 

capital. 

Substantial expenditures on drilling and related costs are required to establish reserves 

through drilling, to determine the technical and economic feasibility of mining and extraction 

and, if warranted, to develop the mining and processing facilities and infrastructure of any given 

project.  Although substantial benefits may be derived from the discovery of a major mineralized 

deposit, it is impossible to ensure that proposed exploration programs on the properties will 

result in profitable mining operations.  There is no assurance that the Corporation’s expenditures 

will result in discoveries of commercially viable ore bodies.  Furthermore, there can be no 

assurance that the Corporation’s estimates of future exploration expenditures will be accurate.  

Actual expenditures may be significantly higher than currently anticipated.  Whether a deposit 

will be commercially viable depends on a number of factors, including, but not limited to, the 

particular attributes of the deposit (e.g. size and grade of the deposit), costs and efficiency of the 

recovery methods that can be employed, proximity to infrastructure, land use and environmental 

protection.  The effect of these factors cannot be accurately predicted, but the combination of 

these factors may result in the Corporation not receiving an adequate return on its invested 

capital. 

http://www.sedar.com/
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Exploration and Development Risks 

Mineral exploration and mining involve considerable financial and technical risks.  

Substantial expenditures are usually required to establish ore reserves, to evaluate mineral 

treatment processes and to construct mining and processing facilities.  The Corporation cannot 

assure that the current exploration programs planned by the Corporation will result in profitable 

commercial mining operations, as few properties that have been explored are ultimately 

developed into producing mines.  Unusual or unexpected geological formations, unstable ground 

conditions that could result in cave-ins or landslides, floods, power outages or fuel shortages, 

labour disruptions, fires, explosions, and the inability to obtain suitable or adequate machinery, 

equipment, materials or labour are risks associated with the conduct of exploration programs and 

the operation of mines, any of which could result in legal liabilities arising therefrom. The 

Corporation has relied, and may continue to rely, upon consultants for expertise with respect to 

the construction and operation of a mining facility.  

Construction and Start-up of New Mines 

 The success of construction projects and the start up of new mines by the Corporation is 

subject to a number of factors including the availability and performance of engineering and 

construction contractors, mining contractors, suppliers and consultants, the receipt of required 

governmental approvals and permits in connection with the construction of mining facilities and 

the conduct of mining operations (including environmental permits), the successful completion 

and operation of the ore pass, the plant, the conveyors to move the ore and other operational 

elements. Any delay in the performance of any one or more of the contractors, suppliers, 

consultants or other persons on which the Corporation is dependent in connection with its 

construction activities, a delay in or failure to receive the required governmental approvals and 

permits in a timely manner or on reasonable terms, or a delay in or failure in connection with the 

completion and successful operation of the operational elements in connection with new mines 

could delay or prevent the construction and start-up of new mines as planned. There can be no 

assurance that current or future construction and start-up plans implemented by the Corporation 

will be successful; that the Corporation will be able to obtain sufficient funds to finance 

construction and start-up activities; that available personnel and equipment will be available in a 

timely manner or on reasonable terms to successfully complete construction projects; that the 

Corporation will be able to obtain all necessary governmental approvals and permits; and that the 

completion of the construction, the start-up costs and the ongoing operating costs associated with 

the development of new mines will not be significantly higher than anticipated by the 

Corporation. Any of the foregoing factors could adversely impact the operations and financial 

condition of the Corporation. 

Foreign Jurisdictions 

The Corporation’s assets are all located outside of Canada. It may be difficult or 

impossible to effect service or notice to commence legal proceedings upon foreign governments, 

persons and businesses. Even if effected, it may not be possible to enforce against such parties, 

judgements obtained in Canadian courts predicated upon the civil liability provisions available 

under Canadian laws.  
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The Corporation conducts its operations through foreign subsidiaries which hold all of 

the assets in connection with the Rovina License. Accordingly, any limitations placed by foreign 

governments on the transfer of cash or other assets between the Corporation and its subsidiaries 

could restrict the Corporation’s ability to fund the Rovina License efficiently.  Any such 

limitations could have an adverse impact on the Corporation’s prospects, financial condition and 

results of operations.  

 

The Corporation’s assets are located in Romania, which causes it to be subject to certain 

risks, including possible political or economic instability, which may result in the impairment or 

loss of licenses or mineral rights.  Mineral exploration and mining activities may be affected in 

varying degrees by instability and government regulations relating to the mining industry, which 

could include the cancellation or renegotiation of licenses and other contracts, changes in local 

domestic laws or regulations, changes in tax laws, royalty and tax increases, restrictions on 

production, price controls, expropriation of property, fluctuations in foreign currency, foreign 

exchange controls, import and export regulations, restrictions on the export of gold, restrictions 

on the ability to repatriate earnings and pay dividends, environmental legislation, employment 

practices and mine safety.  There can be no assurance that such restrictions and controls will not 

be imposed in the future and such restrictions, controls or fluctuations may materially affect the 

Corporation’s financial position as well as the Corporation’s ability to develop its assets.  Any 

changes in the laws, rules or regulations, policies or shifts in political attitudes regarding foreign 

investment in the Romanian mining industry are beyond the Corporation’s control and may 

adversely affect its business. 

No Assurance of Title to Exploration Licenses or Surface Rights 

To carry out its activities, the Corporation must obtain licenses and or permits to explore 

for minerals in any given area. These licenses are granted by government agencies and, once 

granted, are registered with such agencies. The Corporation has conducted title searches on all of 

its exploration licenses and, to the best of its knowledge; the titles to all of its licenses are in 

good standing.  However, this should not be construed as a guarantee of such titles.  The 

Corporation’s licenses may be subject to prior unregistered agreements or transfers or third party 

claims or may also be affected by other undetected defects.  There is no assurance that the 

interests of the Corporation in any of its licenses may not be challenged or impugned. 

Exploration licenses do not include the surface rights to the areas covered by such 

licenses nor the accesses thereto. In the event that a positive development and or production 

decision is made, the Corporation would need to acquire the surface rights to the areas covered 

by such licenses and possibly other surface rights providing access to such areas. These surface 

rights may be owned by governmental authorities or private interests and there is no guarantee 

that the Corporation would ever be able to acquire such surface rights on reasonable terms or at 

all. 

Environmental and other Regulatory Requirements 

The operations of the Corporation are subject to Romanian laws and regulations 

governing prospecting, development, mining, production, exports, taxes, labour standards, 

occupational health, waste disposal, toxic substances, land use, environmental protection, mine 
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safety and other matters.  The Corporation believes that it is in substantial compliance with all 

applicable material laws and regulations.  There can be no assurance that all permits which the 

Corporation may require for its operations, particularly environmental permits, will be obtained 

on reasonable terms or that compliance with such laws and regulations would not have an 

adverse effect on the profitability of any mining project that the Corporation may undertake.  

Failure to comply with applicable laws, regulations and permitting requirements may result in 

enforcement actions thereunder, including orders issued by regulatory or judicial authorities 

causing operations to cease or be curtailed, and may include corrective measures requiring 

capital expenditures, installation of additional equipment or remedial actions. 

Furthermore, non-governmental organizations (“NGOs”) have been very active in certain 

parts of the world in blocking or attempting to block the acquisition of permits for large scale 

mining projects. There have been many recent instances where mining projects have been 

blocked or extensively delayed because of numerous means employed by NGOs as well as their 

extensive recourse to the courts to obtain injunctions and other procedural and legal remedies.  

Permits, Licenses and Approvals   

The operations of the Corporation require permits, licenses and approvals from various 

governmental and non-governmental authorities.  The Corporation has obtained, or will be 

required to obtain, all necessary permits, licenses and approvals required to carry on its 

operations under applicable laws and regulations.  However, such permits, licenses and 

approvals are subject to change in regulations and in various operating circumstances.  There can 

be no assurance that the Corporation will be able to obtain all necessary permits, licenses and 

approvals required to carry out exploration, development and mining operations in connection 

with its proposed projects.  

Environmental Liability 

Mining, like many other extractive natural resource industries, is subject to potential risks 

and liabilities associated with environmental pollution and waste disposal.  Environmental 

liability may result from mining activities conducted by other parties prior to the Corporation’s 

involvement with its properties.  To the extent the Corporation is subject to uninsured 

environmental liabilities, the payment of such liabilities would reduce funds otherwise available 

to the Corporation and could have a material adverse effect on the Corporation.  Should the 

Corporation be unable to fund fully the cost of remedying an environmental problem, the 

Corporation might be required to suspend operations or enter into interim compliance measures 

pending completion of the required remedy. 

Uncertainty of Mineral Resource Estimates 

The figures for mineral resources presented herein are estimates, and no assurance can be 

given that the anticipated tonnage and grades will be achieved or that the indicated level of 

recoveries of gold and copper will be realized. The ore grade actually recovered by the 

Corporation may differ from the estimated grades of the mineral resources. Such figures have 

been determined based on assumed gold and copper prices and operating costs. 
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Mineral resource estimates for properties that have not commenced production are based, 

in most instances, on very limited and widely spaced drill hole information, which is not 

necessarily indicative of conditions between and around the drill holes. Accordingly, such 

mineral resource estimates may require revision as more drilling information becomes available 

or as actual production experience is gained. 

Mineral Deposits, Production Costs and Metal Prices 

The economics of developing mineral deposits are affected by many factors including 

variations in the grade of ore mined, cost of operations and fluctuations in the sale prices of 

products.  The value of the Corporation’s mineral properties is heavily influenced by metal 

prices.  Metal prices can and do change substantially over a short period of time, and are affected 

by numerous factors beyond the control of the Corporation, including, but not limited to, changes 

in the level of supply and demand, international economic and political trends, expectations of 

inflation, currency exchange fluctuations, interest rates, global or regional consumption patterns, 

new discoveries, speculative activities and increased production arising from improved mining 

and production methods.  There can be no assurance that the prices of mineral products will be 

sufficient to ensure that the Corporation’s properties can be mined profitably.  Depending on the 

price received for minerals produced, the Corporation may determine that it is impractical to 

commence or continue commercial production.  

The grade of any ore ultimately mined from a mineral deposit may differ from the 

Corporation’s estimates based on drilling results.  Production volumes and costs can be affected 

by such factors as the proximity and the capacity of processing facilities, permitting regulations 

and requirements, weather, environmental factors, unforeseen technical difficulties, unusual or 

unexpected geological formations and work interruptions. Short-term factors relating to ore 

reserves, such as the need for orderly development of ore bodies or the processing of new or 

different grades, may also have an adverse effect on the results of the operations.  Moreover, 

there can be no assurance that any gold, silver, copper or other minerals recovered in small-scale 

laboratory tests will be achieved under production scale conditions.  Although precautions to 

minimize risks will be taken, processing operations are subject to hazards such as equipment 

failure or failure of tailings impoundment facilities, which may result in environmental liability. 

Volatility of Gold Price  

 

The price of gold is primarily influenced by interest rate cuts, volatility in the credit and 

financial markets, strong investment demand and inflation expectations.  As with many other 

commodities, the price of gold has fluctuated widely in recent years.  While the price of gold is 

currently in the order of US$1,300, there can be no assurance that gold prices will remain at such 

levels or be such that the Corporation’s properties can be exploited at a profit.  If the price of 

gold declines, it could have a material adverse effect on the Corporation’s share price, business 

and operations. 

Volatility of Copper Price  

 

The price of copper is dependent on the global supply and demand factors that are 

beyond the control of the Corporation.  The price of copper is currently in the order of US$3.00 
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per pound; however, there can be no assurances that the price will remain at this level or be at 

such a price that the Corporation’s properties can be exploited at a profit.  

 

Infrastructure 

 

Mining, processing, development and exploration activities depend, to one degree or 

another, on adequate infrastructure. Reliable roads, bridges, power sources and water supply are 

important determinants, which affect capital and operating costs. Unusual or infrequent weather 

phenomena, sabotage, government or other interference in the maintenance or provision of such 

infrastructure could adversely affect the Corporation’s operations, financial condition and results 

of operations. 

Liquidity Concerns and Future Financing 

The viability of further development and exploration of the various mineral properties in 

which the Corporation holds interests will depend upon the Corporation’s ability to obtain 

financing through joint ventures, equity financing, debt financing or other means.  There is no 

assurance that the Corporation will be successful in obtaining required financing when needed.  

Volatile markets for precious and base metals may make it difficult or impossible for the 

Corporation to obtain debt financing or equity financing on favourable terms or at all.  Failure to 

obtain such additional financing could result in the dilution or complete loss of the Corporation’s 

interests in these properties. 

Competition 

The mineral exploration and mining business is competitive in all of its phases.  The 

Corporation competes with numerous other companies and individuals, including competitors 

with greater financial, technical and other resources than the Corporation, in the search for and 

the acquisition of attractive mineral properties.  The ability of the Corporation to acquire 

properties in the future will depend not only on its ability to develop its present properties, but 

also on its ability to select and acquire suitable properties or prospects for mineral exploration.  

There is no assurance that the Corporation will continue to be able to compete successfully with 

its competitors in acquiring such properties or prospects. 

 

Acquisitions and Integration 

 

From time to time, the Corporation examines opportunities to acquire additional mining 

assets and businesses. Any acquisition that the Corporation may choose to complete may be of a 

significant size, may change the scale of the Corporation’s business and operations, and may 

expose the Corporation to new geographic, political, operating, financial and geological risks. 

The Corporation’s success in its acquisition activities depends on its ability to identify suitable 

acquisition candidates, negotiate acceptable terms for any such acquisition, and integrate the 

acquired operations successfully with those of the Corporation. Any acquisitions would be 

accompanied by risks. For example, there may be a significant change in commodity prices after 

the Corporation has committed to complete the transaction and established the purchase price or 

exchange ratio; a material ore body may prove to be below expectations; the Corporation may 

have difficulty integrating and assimilating the operations and personnel of any acquired 
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companies, realizing anticipated synergies and maximizing the financial and strategic position of 

the combined enterprise, and maintaining uniform standards, policies and controls across the 

organization; the integration of the acquired business or assets may disrupt the Corporation’s 

ongoing business and its relationships with employees, customers, suppliers and contractors; and 

the acquired business or assets may have unknown liabilities which may be significant. In the 

event that the Corporation chooses to raise debt capital to finance any such acquisition, the 

Corporation’s leverage will be increased. If the Corporation chooses to use equity as 

consideration for such acquisition, existing shareholders may suffer dilution. Alternatively, the 

Corporation may choose to finance any such acquisition with its existing resources. There can be 

no assurance that the Corporation would be successful in overcoming these risks or any other 

problems encountered in connection with such acquisitions. 

 

Litigation Risks 

 

All industries, including the mining industry, are subject to legal claims, with and without 

merit. The Corporation may become involved in legal disputes in the future. Defence and 

settlement costs can be substantial, even with respect to claims that have no merit. Due to the 

inherent uncertainty of the litigation process, there can be no assurance that the resolution of any 

particular legal proceeding will not have a material effect on the Corporation’s financial position 

or results of operations. 

Dependence on Key Individuals 

The Corporation is dependent on a relatively small number of key personnel, and the loss 

of any one of them could have an adverse effect on the Corporation.  In addition, while certain of 

the Corporation’s officers and directors have experience in the exploration and development of 

mineral producing properties; the Corporation will remain highly dependent upon contractors 

and other third parties in the performance of its exploration and development activities.  There 

can be no guarantee that such contractors and third parties will be available to carry out such 

activities on behalf of the Corporation or be available upon commercially acceptable terms. 

Conflicts of Interest 

The directors and officers of the Corporation will not be devoting all of their time to the 

affairs of the Corporation.  The directors and officers of the Corporation are also directors and 

officers of other companies, some of which conduct business similar to that of the Corporation.  

The directors and officers of the Corporation are required by law to act in the best interest of the 

Corporation.  They have the same obligations to the other companies to which they act as 

directors and officers. The discharge by the directors and officers of their obligations to the 

Corporation may result in a breach of their obligations to the other companies and, in certain 

circumstances; this could expose the Corporation to liability to those companies.  Similarly, the 

discharge by the directors and officers of their obligations to the other companies could result in 

a breach of their obligation to act in the best interest of the Corporation.  Such conflicting 

obligations may expose the Corporation to liability to others and impair its ability to achieve its 

business objectives. 
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Compliance with Anti-Corruption Laws 

The Corporation is subject to various anti-corruption laws and regulations including, but 

not limited to, the Canadian Corruption of Foreign Public Officials Act.  In general, such laws 

prohibit a company and its employees and intermediaries from bribing or making prohibited 

payments to foreign officials or other persons to obtain business or gain some other business 

advantage.  The Corporation’s operations are located in Romania, a country which, according to 

Transparency International, is perceived as having significantly higher levels of corruption 

relative to Canada.  The Corporation cannot predict the nature, scope or effect of future anti-

corruption regulatory requirements to which its operations may be subject or the manner in 

which existing laws may be administered or interpreted. 

Failure to comply with applicable anti-corruption legislation could expose the 

Corporation and/or its senior management to civil and/or criminal penalties, other sanctions, 

remedial measures, legal expenses and reputational damage, all of which could materially and 

adversely affect the Corporation’s business, financial condition and results of operations, as 

could any investigation of any potential violations of applicable anti-corruption legislation by 

Canadian or foreign authorities. 

As a consequence of these legal and regulatory requirements, the Corporation has 

adopted policies and procedures with regard to business ethics and anti-corruption which have 

been designed to ensure that the Corporation and its employees comply therewith.  However, 

there can be no assurance or guarantee that such efforts have been or will be completely effective 

in ensuring the Corporation’s compliance and the compliance of its employees, consultants, 

contractors or agents with all applicable anti-corruption laws and regulations. 

Insurance 

The Corporation currently holds a certificate of insurance underwritten by Encon Group 

Inc. providing for Directors and Officers Liability coverage of up to $5,000,000, inclusive of 

defence costs.  Additionally, the Corporation carries a general liability policy in the amount of 

$5,000,000.  There is no guarantee that these policies will provide sufficient protection for the 

Corporation against certain risks associated with mineral exploration and related corporate 

activities.  Even with these policies in place, there remains a risk that unusual liabilities may not 

be covered or that the insured amounts may prove insufficient. 

Fluctuation in Market Value of the Corporation’s Shares 

The market price of the Corporation’s publicly-traded common shares is affected by 

many variables not directly related to the performance of the Corporation, including, but not 

limited to, the market in which the common shares are traded, the strength of the economy 

generally, the availability and attractiveness of alternative investments and the breadth of the 

public market for the stock. The effect of these factors on the market price of the common shares 

of the Corporation in the future cannot be predicted. 
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Rising Production Costs 

Like other mining companies similar in size, the Corporation is faced with the challenge 

of rising production and energy costs.  Such rising costs are caused by, among other things, high 

commodity prices, higher royalty and tax structures, the weak U.S. dollar and long delays in 

permitting mineral projects and may affect the ability of mining companies to explore, 

commence or sustain economically viable production at their mines. While the recent onset of 

the recession has had the effect of abating these pressures somewhat, there is no guarantee that 

costs will not rise again in future thereby having an adverse effect on the Corporation’s ability to 

carry out its intended plans with respect to its mineral properties if the price of carrying out such 

plans is no longer commercially reasonable.  

Equipment, Materials and Skilled Technical Workers 

The Corporation is dependent on the availability of affordable and accessible equipment, 

replacement parts, and repair services and the absence or disrepair of such equipment, parts and 

services could affect or halt exploration or eventual production on the properties of the 

Corporation.  There can be no guarantee that such equipment, parts or repair services will be 

available to the Corporation, or that such equipment, replacement parts or repair work will be 

available on commercially reasonable terms. 

The Corporation is dependent on the availability of affordable and accessible materials. 

There can be no guarantee of the availability, quality and reliability of the supply of neither such 

materials, nor that such materials will continue to be available to the Corporation on 

commercially reasonable terms. 

The Corporation is also dependent on the availability of skilled technical workers to carry 

out various functions on the properties of the Corporation.  There can be no guarantee that such 

skilled workers will be available to carry out such activities on behalf of the Corporation or that 

such workers will be available on commercially reasonable terms. 

Nature and Climatic Conditions 

The Corporation and the mining industry continuingly face geotechnical challenges 

which could adversely impact the Corporation’s production and profitability.  Unanticipated 

adverse geotechnical and hydrological conditions, such as severe rainfall, floods, landslides, 

droughts, pit wall failures and rock fragility may occur, and such events may not be detected in 

advance.  Geotechnical instabilities and adverse climatic conditions can be difficult to predict are 

often affected by risks and hazards outside of the Corporation’s control.  Such conditions could 

result in limited access to mine sites, suspensions or reductions in operations, government 

investigations, increased monitoring costs, remediation costs, loss or ore and other impacts 

which could cause the Corporation’s projects to be less profitable than currently anticipated and 

could result in a material adverse effect on the Corporation’s results of operations and financial 

position. 

Negative Operating Cash Flow 
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Given that none of the Corporation’s properties have yet to enter commercial production 

and generate cash flow, the Corporation had negative operating cash flow for its financial year 

ended December 31, 2018.  To the extent that the Corporation has negative cash flow in future 

periods, the Corporation may need to deploy a portion of its cash reserves to fund such negative 

cash flow. 

Current Global Financial Conditions 

Current global financial conditions have been characterized by markedly increased 

volatility and have led to intervention by governments in many financial markets.  Access to 

public financing has been negatively impacted by the lack of readily available money caused by 

both the rapid decline in value of sub-prime mortgages and the liquidity crisis affecting the asset 

backed commercial paper market.  These factors may impact the ability of the Corporation to 

obtain equity and/or debt financing in the future or on terms favourable to the Corporation.  

Additionally, these factors, as well as other related factors, may cause decreases in the asset 

values that are deemed to be other than temporary, which may result in impairment losses. 

Currency Fluctuations 

Currency fluctuations may affect the costs that the Corporation incurs for its exploration 

programs and at its operations. Gold and copper are sold throughout the world based principally 

on a U.S. dollar price, but some of the Corporation’s operating expenses are incurred in other 

currencies including Euros and Romanian Lei. The fluctuation of the Euro or Lei against the U.S. 

dollar will influence the cost of gold and copper production at such mining operations and could 

materially affect the Corporation’s earnings and financial condition. 

DIVIDENDS AND DISTRIBUTIONS 

The Corporation has not declared nor paid any dividends and does not foresee the 

declaration or payment of dividends in the near future.  Any decision to pay dividends on the 

common shares of the Corporation will be made by the board of directors on the basis of the 

Corporation’s earnings, financial requirements and other conditions existing at such future time. 

DESCRIPTION OF CAPITAL STRUCTURE 

The Corporation is authorized to issue an unlimited number of common shares and an 

unlimited number of preferred shares, all without nominal or par value.  The holders of the 

common shares are entitled to vote at all shareholder meetings and to receive such dividends as 

the board of directors, in its discretion, shall declare and have rights upon dissolution or winding 

up of the Corporation.  The preferred shares are issuable in series, and the directors of the 

Corporation have the right, from time to time, to fix the number of, and to determine the 

designation, rights, privileges and conditions attaching to the shares of series, including the rate 

or amount of dividends thereon (if any), the method of calculating any dividends, the dates of 

payment thereof, the right (if any) to convert shares of a series into shares of another series of 

preferred shares or into another class of shares (including common shares), the right (if any) to 

participate in the remaining assets of the Corporation upon its liquidation or dissolution, as well 

as any other rights, privileges, restrictions or conditions attached to a series of preferred shares, 
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subject to any limitations set out in the Corporation’s articles of incorporation.  The holders of 

preferred shares are not, as such, entitled to receive notice of, to attend or to vote at any meetings 

of shareholders of the Corporation, subject to the provisions of the CBCA. 

 

On August 4, 2016, the Corporation’s shareholders approved the adoption of a 

Shareholder Rights Plan (the “Rights Plan”) pursuant to a Shareholder Rights Plan Agreement 

(the “Rights Plan Agreement”) between the Corporation and TSX Trust Company. The 

fundamental objectives of the Rights Plan are to provide adequate time for Euro Sun’s Board and 

shareholders to assess an unsolicited take-over bid for the Corporation; to provide the Board with 

sufficient time to explore and develop alternatives for enhancing and maximizing shareholder 

value if a take-over bid is made; and, to provide shareholders with an equal opportunity to 

participate in a take-over bid. The Rights Plan encourages a potential acquirer who makes a take-

over bid (an “Acquirer”) to ensure the take-over bid satisfies certain minimum standards 

designed to promote fairness, or to proceed with the concurrence of the Board (a “Permitted 

Bid”). If a take-over bid fails to meet these minimum standards and the Rights Plan is not waived 

by the Board, the Rights Plan provides that holders of common shares of the Corporation, other 

than the Acquirer, will be able to purchase additional common shares at a significant discount to 

market, thus exposing the Acquirer to substantial dilution of its holdings. The Rights Plan has 

been prepared in alignment with recent amendments to the regulatory framework governing take-

over bids published by the Canadian Securities Administrators, which came into effect on May 9, 

2016.  

  

The Rights Plan will have an initial term which expires at the annual meeting of 

shareholders of the Corporation to be held in 2019 unless terminated earlier. The Rights Plan 

may be extended beyond 2019 by approval of eligible shareholders at such 2019 meeting. 

Pursuant to the Rights Plan, effective July 6, 2016 rights (the “Rights”) have been issued and 

attached to all of Euro Sun’s outstanding common shares. A separate rights certificate will not be 

issued until such time as the Rights become exercisable (which is referred to as the “separation 

time”). The Rights will become exercisable only if a person, together with its affiliates, 

associates and joint actors, acquires or announces its intention to acquire beneficial ownership of 

Euro Sun common shares which, when aggregated with its current holdings, total 20% or more 

of the outstanding Euro Sun common shares (determined in the manner set out in the Rights 

Plan) other than as permitted under the Rights Plan. The Rights will effectively permit holders, 

other than an Acquirer and such related parties, to purchase common shares of the Corportaion at 

a 50% discount to their market price (as defined in the Rights Plan Agreement). Additional 

details regarding the Rights Plan is available for viewing on www.sedar.com. 

 

On September 12, 2016, the Corporation’s common shares were consolidated on the basis 

of one post-consolidated share for every 18.164 pre-consoloidated shares.  On November 8, 

2018, the Corporation closed a private placement financing by issuing 4,333,333 common shares 

of the Corporation at a price of C$0.60 per common share.  

 

On March 26, 2019, the Corporate closed a private placement financing by issuing 

10,000,000 units of the Corporation at a price of C$0.30 per unit. Each unit consists of one 

common share of the Corporation and one half of a common share purchase warrant (each whole 

common share purchase warrant, a “Warrant”).  Each Warrant will entitle the holder to acquire 
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one additional common share of the Company at an exercise price of C$0.50 for a period of 24 

months from issuance. 

 

As at the date hereof, there were at total of 71,908,794 common shares and no preferred 

shares issued and outstanding.  

MARKET FOR SECURITIES 

On May 2, 2003, the Corporation’s common shares commenced trading on the TSX-V under 

the trading symbol “CPN”.  On November 1, 2006, the Corporation’s common shares were 

removed from the TSX-V and began trading on the TSX.  On July 21, 2015, the Corporation’s 

common shares were delisted from the TSX, and trading of its common shares began on the 

Canadian Securities Exchange on July 22, 2015. On September 9, 2016, the Corporation’s 

common shares were removed from the Canadian Securities Exchange, and the Coporation’s 

commons shares began trading on the TSX on September 12, 2016 under the trading symbol 

“ESM”. 

The following table provides the price ranges and volume traded of the Corporation’s 

common shares on a montly basis for each month of the most recently completed financial year: 

Month High ($) Low ($) Volume 

December 2018  0.59 0.37 107,638.84 

November 2018  0.90 0.55 113,651.31 

October 2018  0.69 0.55 19,125.28 

September 2018  0.79 0.62 66,561.36 

August 2018  1.16 0.72 35,929.95 

July 2018  0.96 0.85 14,748.04 

June 2018  1.28 0.92 33,819.38 

May 2018  1.45 1.11 47,828.68 

April 2018  1.64 1.40 37,940.80 

March 2018  1.82 1.25 87,190.28 

February 2018  1.44 1.02 66,390.36 

January 2018  1.66 1.17 114,043.63 

ESCROWED SECURITIES 

 There are no securities of the Corporation that are subject to escrow restrictions. 
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DIRECTORS AND OFFICERS 

Name, Occupation and Security Holdings 

 

The following table outlines the names and residency of all the directors and the officers 

of the Corporation, together with their respective principal occupations for the past five years.  

The directors and officers of the Corporation, as a group, own, directly or indirectly, 316,194 

common shares of the Corporation representing approximately 0.44% of the Corporation’s 

issued and outstanding share capital. The term of office of each director of the Corporation 

expires at each annual meeting of the shareholders of the Corporation, unless such director 

resigns prior thereto.  The officers of the Corporation are appointed by the Board of Directors of 

the Corporation.   

The following should be read having reference to the end notes located on page 39. 

 

Director/Officer 
Director or 

Officer Since 

Number of 

Common 

Shares Owned 

Directly or 

Indirectly(1) 

(as of date 

hereof) 

Number of 

Options to 

Purchase 

Common Shares 
(as of date hereof) 

Stan Bharti 

Ontario, Canada 

 

Director 

 

Member of the Human Resources and 

Compensation Committee 

 

May 19, 2016 0 708,753  

Principal Occupation:  Mr. Bharti has over 30 years of experience in mining operations, public 

markets and finance.  Over the past 10 years, Mr. Bharti has been involved in acquiring, 

restructuring and financing resource companies.  He is a Professional Mining Engineer and 

holds a Master’s Degree in Engineering from Moscow, Russia and University of London, 

England.  During the past five years, Mr. Bharti’s principal occupation has been as the 

Executive Chairman of Forbes & Manhattan Inc.  In addition, Mr. Bharti is a director of several 

public and private companies. 

Paul Bozoki 

Ontario, Canada 

 

Chief Financial Officer 

 

June 1, 2016 0 177,188 
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Principal Occupation:  Mr. Bozoki is a Chartered Accountant and holds an MBA with over 19 

years of accounting, tax and corporate finance experience in Canada and Europe. He is also the 

Chief Financial Officer of Black Iron Inc.  From 2007 through September 2010, he was the 

Chief Financial Officer of CD Capital Partners, a privately held real estate development firm 

focused on developing mixed use retail and office real estate in Russia, Ukraine and Romania. 

Mr. Bozoki is experienced in matters of international taxation and foreign capital markets and 

began his career at Ernst & Young LLP where he spent six years auditing clients in mining and 

other industries in Canada, Australia and Hungary. 
 

 

David C. Danziger(2) 

Ontario, Canada 

 

Director 

 

Chairman of the Audit Committee 

 

Member of the Human Resources & 

Compensation Committee 

 

September 17, 

2010 

37,436 

 

379,150 

 

Principal Occupation: Mr. Danziger is a practising Chartered Professional Accountant with 

over 30 years of experience in audit, accounting and management consulting and over 15 years 

experience specific to the mineral resource sector.  He is currently a partner and the Senior Vice 

President of Assurance at MNP LLP, Chartered Professional Accountantsand also serves as a 

director for a number of TSX and TSX-V listed companies.  Mr. Danziger is a past member of 

the Ontario Securties Commission’s Advisory Committee on Small and Medium Sized 

Enterprises as well as the CPA/PDAC Taskforce on IFRS for Mining. 
 

 

Bradley Humphrey 

Ontario, Canada 

 

Vice President of Corporate 

Development 

 

September 13, 

2016 

30,000 

 

275,265     

Principal Occupation: Mr. Humphrey is the Corporation’s Vice President of Corporate 

Development.  Mr. Humphrey has over 20 years of international mining experience, principally 

as a precious metals analyst focused on gold and silver companies across all stages of 

development through to senior producers.  Mr. Humphrey formerly worked for Morgan Stanley 

Research as an Executive Director and North American Precious Metals Analyst, where he was 

responsible for growing Morgan Stanley's North American Gold research coverage and building 

its global gold research platform. Prior to joining Morgan Stanley he was a Managing Director 

and Head of Mining Research at Raymond James as well as a mining analyst at CIBC World 

Markets and Merrill Lynch. Before beginning his equity research career, Mr. Humphrey held a 

broad range of industry positions from Corporate Development to contract underground miner. 

Mr. Humphrey holds a Bachelor of Commerce from the University of Guelph. 
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G. Scott Moore 

Ontario, Canada 

 

Director and Chief Executive Officer 
 

May 19, 2016 102,650 

 

708,753 

Principal Occupation:  Mr. Moore is the Corporation’s Chief Executive Officer.  Mr. Moore is 

a business executive with over 25 years of experience in the resource and durable goods sectors. 

He is the former President and CEO of Dacha Strategic Metals, and is also presently the 

Chairman of the board of directors of Copper One and Chief Operating Officer of Forbes and 

Manhattan. Mr. Moore holds a Bachelor of Arts degree from the University of Toronto and an 

MBA from the Kellogg School of Management. 
 

 

   

Randall K. Ruff 

Grosseto, Italy 

 

Executive Vice President, Exploration 

 

May 24, 2004  96,108 

 

 

 

 

Principal Occupation:  Mr. Ruff has been the Executive Vice President, Exploration of the 

Corporation since February, 2008, and has been working with the Corporation’s subsidiary 

companies on the Romanian project since 2000.  Mr. Ruff was a consulting project geologist 

before becoming Chief Operating Officer for CGL in 2002, and thereafter became Chief 

Operating Officer of the Corporation in 2004.  Prior to that, Mr. Ruff worked as a senior 

geologist for SAMAX Resources Ltd. (1997 to 1999) and as a project/district geologist for Santa 

Fe Pacific Gold Corp. (1993 to 1997). 
 

Matthew Simpson(2) 

Ontario, Canada 

 

Director 

 

Member of the Audit Committee 

 

Chairman of the Corporate Governance 

& Nominating Committee 

 

Member of the Human Resources & 

Compensation Committee 

 

May 19, 2016 0 

 

354,376 
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Principal Occupation:  Mr. Simpson is currently the President and Chief Executive Officer of 

Black Iron Inc.  From 2002 to 2010, Mr. Simpson worked for the Iron Ore Company of Canada 

(“IOC”), a subsidiary of Rio Tinto plc with annual production capacity of 17.5 million tonnes of 

iron ore concentrate as publicly reported in 2009.  At IOC, he held several progressive roles in 

Business Evaluation, Operations Planning, Continuous Improvement and in his last three years 

as Mine General Manager.  Prior to joining IOC, Mr. Simpson worked as a process engineer for 

Hatch Ltd. designing and debottlenecking metallurgical refineries around the world.  Mr. 

Simpson has extensive experience in mine design, operations and project management. He holds 

a Master of Business Administration (MBA) as well as a Bachelor of Science in Chemical 

Engineering both from Queen’s University. 
 

Peter Tagliamonte 

Ontario, Canada 

 

Director 

 

Chairman of the Board 

 

Member of the Corporate Governance & 

Nominating Committee 

 

May 19, 2016 50,000 

 

708,753     

Principal Occupation:  Mr. Tagliamonte is a professional mining engineer and also holds an 

MBA from the Richard Ivey School of Business, at the University of Western Ontario. Mr. 

Tagliamonte has over 25 years of progressive managerial experience building and operating 

mines worldwide, notably in Central and South America. He is currently the President and Chief 

Executive Officer of Belo Sun Mining Corp. and an Executive Director of Sulliden Mining 

Capital Inc. He was previously the President and Chief Executive Officer of Sulliden Gold 

Corporation Ltd. and Central Sun Mining Corp., and Chief Operating Officer of Desert Sun 

Mining, where he contributed to the development of the Jacobina Mine in Brazil into a 4,200-

tonne-per-day mining operation. In 2005, he received the Mining Journal's “Mine Manager of 

the Year” award in recognition for his work in the mining sector. 
 

Michael Barton(2) 

London, England 

 

Director  

 

Member of the Corporate Governance & 

Nominating Committee 

 

Member of the Audit Committee 

 

 

November 8, 

2018(3) 

0 0 
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Principal Occupation:  Mr. Barton is a Portfolio Manager at Orion, a mining-focused 

investment business with approximately US$4.7 billion under management (as at June 30, 

2018), which provides flexible capital investment solutions to mining companies in the base and 

precious metals sector. Prior to Orion, Mr. Barton was Chief Executive Officer of Pala 

Investments, a mining‐focused investment company based in Zug, Switzerland, and prior to that, 

was Vice President at Hatch Corporate Finance (now HCF International Advisers), a mining and 

metals‐focused corporate finance boutique. Mr. Barton holds a First Class Honours degree in 

Geography from the University of Leicester and is a qualified chartered accountant (ICAEW). 
 

Notes: 

(1) The information as to shares beneficially owned, not being within the knowledge of the management of the 

Corporation, has been furnished by the respective individuals or has been extracted from the register of shareholdings 

maintained by the Corporation’s transfer agent. 

(2) These directors are considered “independent” pursuant to Multilateral Instrument 52-110 – Audit Committees. 

 

Corporate Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

Other than as disclosed below, none of the directors or executive officers of the 

Corporation are, as at the date hereof, or have been, within the ten years prior to the date hereof, 

a director or executive officer, of any company that, while that person was acting in the capacity: 

(a) was the subject of a cease trade order or similar order or an order that denied the 

relevant company access to any exemption under securities legislation, for a 

period of more than 30 consecutive days, other than: 

(i) Mr. David Danziger who was appointed a director of American Apparel, 

Inc. (“American Apparel”), a company listed on the NYSE MKT LLC 

exchange, on July 11, 2011 and resigned as director on June 14, 2015.  

Subsequently, on October 5, 2015, American Apparel announced that it 

had reached an agreement with its lenders to significantly reduce its debt 

and interest payments through a consensual pre-arranged reorganization 

under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy 

Court for the District of Delaware.  On October 6, 2015, American 

Apparel announced that it received a notification letter stating that the 

staff of NYSE regulation, Inc. determined to suspend trading immediately 

and commence proceedings to delist American Apparel’s common stock 

from NYSE MKT LLC. The Chapter 11 reorganization was approved by 

the Court in January 2016; 

(b) was subject to an event that resulted, after the director or executive officer ceased 

to be a director or executive officer, in the company being the subject of a cease 

trade or similar order or an order that denied the relevant company access to any 

exemption under securities legislation, for a period of more than 30 consecutive 

days; or 
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(c) within a year of that person ceasing to act in that capacity, became bankrupt, 

made a proposal under any legislation relating to bankruptcy or insolvency or was 

subject to or instituted any proceedings, arrangement or compromise with 

creditors or had a receiver, receiver manager or trustee appointed to hold its 

assets, except for Mr. David Danziger in respect of American Apparel as 

disclosed above. 

 

In addition, on April 16, 2014, the Ontario Securities Commission issued a permanent 

management cease trade order, which superseded a temporary management cease trade order 

(the “MCTO”) dated April 4, 2014, against Guy Charette, in his capacity as Interim CEO and 

Rishi Tibriwal, in his capacity as CFO.  The MCTO was issued in connection with the 

Corporation's failure to file its (i) audited annual financial statements for the period ended 

December 31, 2013, (ii) management's discussion and analysis relating to the audited annual 

financial statements for the period ended December 31, 2013, and (iii) corresponding 

certifications of the foregoing filings as required by National Instrument 52-109 – Certification 

of Disclosure in the Issuer's Annual and Interim Filings.  The MCTO was lifted on June 19, 

2014 following the filing of the required continuous disclosure documents on June 17, 2014.  

During the period of the MCTO, Messrs. Charette and Danziger were directors of the 

Corporation, and Messrs. Kozub and Ruff were officers of the Corporation. 

None of the directors or executive officers of the Corporation have, within the ten years 

prior to the date hereof, become bankrupt, made a proposal under any legislation relating to 

bankruptcy or insolvency, or become subject to or instituted any proceedings, arrangement or 

compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the 

assets of the proposed director. 

None of the directors or executive officers of the Corporation, or any shareholder holding 

a sufficient number of securities of the Corporation to affect materially the control of the 

Corporation has been subject to: 

(a) any penalties or sanctions imposed by a court relating to Canadian securities 

legislation or by a Canadian securities regulatory authority or has entered into a 

settlement agreement with a Canadian securities regulatory authority; or 

(b) any other penalties or sanctions imposed by a court or regulatory body that would 

likely be considered important to a reasonable investor in making an investment 

decision. 

None of the directors or executive officers of the Corporation, or any shareholder holding 

a sufficient number of securities of the Corporation to materially affect the control of the 

Corporation, or a personal holding company of any such persons has, within the ten years before 

the date of this annual information form, become bankrupt, made a proposal under any 

legislation relating to bankruptcy or insolvency, or was subject to or instituted any proceedings, 

arrangement or compromise with creditors, or had a receiver, receiver manager or trustee 

appointed to hold the assets of that person. 
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Conflicts of Interest 

Certain directors and officers of the Corporation are also directors, officers or 

shareholders of other companies that are similarly engaged in the business of acquiring, 

developing and exploiting natural resource properties.  Such associations may give rise to 

conflicts of interest from time to time.  The directors of the Corporation are required by law to 

act honestly and in good faith with a view to the best interests of the Corporation and to disclose 

any interest which they may have in any property or opportunity of the Corporation.  If a conflict 

of interest arises at a meeting of the Board of Directors, any director in a conflict will disclose 

his or her interest and abstain from voting on such matter. The directors and officers of the 

Corporation are not aware of any such conflicts of interests.  

AUDIT COMMITTEE 

The purpose of the Audit Committee of the Corporation’s Board of Directors is to provide 

assistance to the directors of the Corporation in fulfilling their legal and fiduciary obligations with 

respect to matters involving accounting, auditing, financial reporting, internal control and legal 

compliance functions of the Corporation.  It is the objective of the Audit Committee to maintain 

communication among the directors of the Corporation, the external auditors and the senior 

management of the Corporation. 

Audit Committee Charter 

 

The text of the Audit Committee’s charter is attached to this Annual Information Form as 

Appendix “A”. 

Composition of the Audit Committee 

 

The Audit Committee meets with the Corporation’s auditors as necessary and before 

submission of audited annual financial statements to the Board. The Audit Committee is 

responsible for assessing the performance of the Corporation’s auditors and for reviewing the 

Company’s financial reporting and internal controls. The Audit Committee met quarterly during 

the fiscal year ended December 31, 2018.  

 

The Audit Committee members are currently David Danziger (Chairman), Michael Barton 

and Matthew Simpson, each of whom is a director and financially literate. All three members of 

the Audit Committee are independent in accordance with Sections 1.4 and 1.5 of NI 52-110. 

Relevant Education and Experience 

 

Collectively, the members of the Audit Committee have considerable skill and 

professional experience in accounting, business and finance. 

 

Mr. Danziger is a practicing Chartered Professional Accountant with over 30 years of 

experience in audit, accounting and management consulting and over 13 years of experience 

specific to the mineral resource sector.  He is currently a partner and the Senior Vice President of 

Assurance at MNP LLP, Chartered Professional Accountants and also serves as a director for a 
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number of TSX and TSX-V listed companies.  Mr. Danziger is a past member of the Ontario 

Securities Commission’s Advisory Committee on Small and Medium Sized Enterprises as well 

as the CPA/PDAC Taskforce on IFRS for Mining. 

 

Mr. Barton is a Portfolio Manager at Orion, a mining-focused investment business with 

approximately US$4.7 billion under management (as at June 30, 2018), which provides flexible 

capital investment solutions to mining companies in the base and precious metals sector. Prior to 

Orion, Mr. Barton was Chief Executive Officer of Pala Investments, a mining‐focused 

investment company based in Zug, Switzerland, and prior to that, was Vice President at Hatch 

Corporate Finance (now HCF International Advisers), a mining and metals‐focused corporate 

finance boutique. Mr. Barton holds a First Class Honours degree in Geography from the 

University of Leicester and is a qualified chartered accountant (ICAEW). 

 

Mr. Simpson is currently the President and Chief Executive Officer of Black Iron Inc. 

and Brazil Potash Corp.  From 2002 to 2010, Mr. Simpson worked for the Iron Ore Company of 

Canada (“IOC”), a subsidiary of Rio Tinto plc with annual production capacity of 17.5 million 

tonnes of iron ore concentrate as publicly reported in 2009.  At IOC, he held several progressive 

roles in Business Evaluation, Operations Planning, Continuous Improvement and in his last three 

years as Mine General Manager.  Prior to joining IOC, Mr. Simpson worked as a process 

engineer for Hatch Ltd. designing and debottlenecking metallurgical refineries around the world.  

Mr. Simpson has extensive experience in mine design, operations and project management. He 

holds a Master of Business Administration (MBA) as well as a Bachelor of Science in Chemical 

Engineering both from Queen’s University.  

 

Each of the current members of the Audit Committee acts, or has acted, as a director, 

officer and/or audit committee member of other public issuers and, as such, has obtained 

experience in the analysis and evaluation of financial statements generally and an 

understanding of the internal controls and procedures for financial reporting. 

Audit Committee Oversight 

 

The Board has not determined not to adopt a recommendation of the Audit Committee to 

nominate or compensate an external auditor at any time since the commencement of the most 

recently completed financial year. 

Pre-Approval Policy and Procedures 

 

The Audit Committee has not adopted specific policies and procedures for the 

engagement of non-audit services. 

External Auditor Disclosure 

 

The auditors of the Corporation are currently UHY McGovern Hurley LLP, Chartered 

Accountants of Toronto, Ontario. 

Audit Fees 
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The following table provides detail in respect of audit, audit related, tax and other fees 

payable by the Corporation to the external auditors for professional services for the past two 

completed financial years: 

 

Year Ended Audit Fees Audit-Related Fees Tax Fees All Other Fees 

December 31, 2018 

(estimated) 
$60,000 $27,000 $5,000 Nil 

December 31, 2017 $60,000 Nil $5,000 Nil 

 

Audit Fees – payable for professional services rendered by the auditors for the audit 

of the Corporation’s annual financial statements as well as services provided in connection 

with statutory and regulatory filings, which included the review of quarterly financial 

statements and related documents. 

 

Audit-Related Fees – payable for other professional services rendered by the auditors. 

 

Tax Fees – payable for tax compliance, tax advice and tax planning professional 

services. These services included reviewing tax returns and assisting in responses to government 

tax authorities. 

 

All Other Fees – payable for professional services which are not reported under the 

“Audit Fees”, “Audit-Related Fees” and “Tax Fees” categories. 

PROMOTERS 

No person or company has been a promoter of the Corporation during the two years 

immediately preceding the date of this Annual Information Form. 

LEGAL PROCEEDINGS 

To the knowledge of management, no legal proceedings of a material nature involving 

the Corporation have been initiated or are contemplated by any individuals, entities or 

governmental authorities.  

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Management is unaware of any material interest of any officer or director of the 

Corporation, or of any person or any associate or affiliate of any such person, in any transaction 

within the three most recently completed financial years of the Corporation or any proposed 

transaction that has materially affected or would materially affect the Corporation or any of its 

affiliates.   
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TRANSFER AGENT AND REGISTRAR 

The Corporation’s registrar and transfer agent for its common shares is TSX Trust 

Company, having an office at: 

 

200 University Avenue, Suite 300 

Toronto, Ontario 

M5H 4H1 

MATERIAL CONTRACTS 

Within the two years immediately preceding the date of this Annual Information Form, 

the only material contract entered into by the Corporation, other than in the ordinary course of 

business, was the Amended and Restated Restructuring Agreement dated February 17, 2016 

entered into by the Corporation with Macquarie and Brio, under which the gold stream 

transactions (i.e., the Purchase Agreement dated as of May 4, 2010, as amended from time to 

time, together with the Sale and Purchase Agreement dated as of October 25, 2012) and the 

Facility were assigned to Brio.  

Copies of these agreements are available for viewing on SEDAR at www.sedar.com.  

Copies of any future material contracts will also be filed and available for viewing on SEDAR. 

The auditors of the Corporation during the year ended December 31, 2018 were UHY 

McGovern Hurley LLP (“UHY”).  UHY has advised that they are independent with respect to 

the Corporation within the meaning of the Rules of Professional Conduct of the Institute of 

Chartered Accountants of Ontario. 

ADDITIONAL INFORMATION 

Additional information about the Corporation is available at the Corporation’s website at 

www.eurosunmining.com and on SEDAR at www.sedar.com.  Information about the 

Corporation, including directors’ and officers’ remuneration and indebtedness, principal holders 

of the Corporation’s shares, and securities authorized for issuance under equity compensation 

plans, where applicable, is contained in the Corporation’s Management Information Circular for 

the Corporation’s 2018 annual and special meeting of shareholders which was held on August 

22, 2018. 

 Additional financial information about the Corporation is provided in the Corporation’s 

audited consolidated financial statements as at December 31, 2018, the notes thereto and the 

report of the Corporation’s auditors thereon, as well as the Management’s Discussion and 

Analysis for the financial year ended December 31, 2018. 

Copies of these documents, together copies of any documents or the pertinent pages of 

any documents incorporated by reference in this Annual Information Form, are available upon 

request to the Corporation’s Corporate Secretary at 65 Queen Street West, 8th Floor, Toronto, 

Ontario, Canada, M5H 2M5, provided that the Corporation may require payment of a reasonable 

charge if the request is made by a person who is not a security holder of the Corporation.  All of 

this documentation is also available at www.SEDAR.com. 

file:///C:/Users/Michael/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/3HCM55V1/www.sedar.com
http://www.eurosunmining.com/
file:///C:/Users/Michael/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/3HCM55V1/www.sedar.com
http://www.sedar.com/
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Appendix “A” 

EURO SUN MINING INC. 

(The “Company”) 

CHARTER OF THE AUDIT COMMITTEE 

I. PURPOSE 

 

The Audit Committee (the “Audit Committee”) is a committee of independent directors 

appointed by the Board of Directors of the Company (the “Board of Directors”). The Audit 

Committee’s mandate is to provide assistance to the Board of Directors in fulfilling its financial 

reporting and control responsibility to the shareholders and the investment community. The 

Committee is, however, independent of the Board of Directors and the Company and in carrying 

out their role shall have the ability to determine its own agenda and any additional activities that 

the Audit Committee shall carry out. 

 

II. COMPOSITION 

 

The Committee will be comprised of at least three directors of the Company, all of whom, 

subject to any exemptions set out in National Instrument 52-110 – Audit Committees (“NI 52-

110”) will be independent and financially literate.  In addition, at least one member of the Audit 

Committee shall have accounting or related financial expertise as such qualifications are 

interpreted by the Board of Directors.  An “independent” director is a director who has no direct 

or indirect material relationship with the Company.  A “material relationship” is a relationship 

which could, in the view of the Board of Directors, be reasonably expected to interfere with the 

exercise of the director’s independent judgement or a relationship deemed to be a material 

relationship pursuant to Sections 1.4 and 1.5 of NI 52-110. A “financially literate” director is a 

director who has the ability to read and understand a set of financial instruments that present a 

breadth and level of complexity of accounting issues that are generally comparable to the breadth 

and complexity of the issues that can reasonably be expected to be raised by the financial 

statements of the Company. 

 

III. RESPONSIBILITIES 

 

Responsibilities of the Audit Committee generally include, but are not limited to, the undertaking 

of the following tasks: 

 

• Selecting and determining the compensation of the external auditors, subject to approval of 

the shareholders of the Company, to be nominated for the purpose of preparing or issuing an 

auditor’s report or performing other audit, review or attest services for the Company.  In 

making such determination and recommendation to the shareholders, the Audit Committee 

will: 

 

▪ confirm the independence of the auditors and report to the Board of Directors its 

conclusions on the independence of the auditors and the basis for these conclusions; 
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▪ meet with the auditors and financial management to review the scope of the proposed 

audit for the current year, and the audit procedures to be used; and 

 

▪ obtain from the external auditors confirmation that they are participants in good standing 

in the Canadian Public Accountability Board oversight program and other legal or 

regulatory requirements with respect to the audit of the financial statements of the 

Company. 

 

• Overseeing the work of the external auditor engaged for the purpose of preparing or issuing 

an auditor’s report or performing other audit, review or attest services for the Company, 

including the resolution of disagreements between management and the external auditor 

regarding financial reporting.  In overseeing such work, the Audit Committee will: 

 

▪ review with the external auditors any audit problems or difficulties and management’s 

response; 

 

▪ at least annually obtain and review a report prepared by the external auditors describing 

(i) the auditors’ internal quality-control procedures; and (ii) any material issues raised by 

the most recent internal quality-control review, or peer review, of the auditors, and 

reviewing any steps taken to deal with such issues; 

 

▪ serve as an independent and objective party to monitor the Company’s financial reporting 

process and internal control system and overseeing management’s reporting on internal 

control; 

 

▪ provide open lines of communication among the external auditors, financial and senior 

management, and the Board of Directors for financial reporting and control matters; 

 

▪ make inquiries of management and the external auditors to identify significant business, 

political, financial and control risks and exposures and assess the steps management has 

taken to minimize such risks to the Company; 

 

▪ establish procedures to ensure that the Audit Committee meets with the external auditors 

on a regular basis in the absence of management; 

 

▪ ensure that the external auditors prepare and deliver annually a detailed report covering 

(i) critical accounting policies and practices to be used; (ii) material alternative 

treatments of financial information within generally accepted accounting principles that 

have been discussed with management, ramifications of the use of such alternative 

disclosures and treatments, and the treatment preferred by the external auditors; (iii) 

other material written communications between the external auditors and 

management such as any management letter or schedule of unadjusted 

differences; and (iv) such other aspects as may be required by the Audit Committee or 

legal or regulatory requirements; 
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▪ consider any reports or communications (and management's responses thereto) 

submitted to the Audit Committee by the external auditors, including reports and 

communications related to: 

 

(a) deficiencies noted following the audit of the design and operation of internal 

controls; 

 

(b) consideration of fraud in the audit of the financial statement; 

 

(c) detection of illegal acts; 

 

(d) the external auditors’ responsibility under generally accepted auditing standards; 

 

(e) significant accounting policies; 

 

(f) management judgements and accounting estimates; 

 

(g) adjustments arising from the audit; 

 

(h) the responsibility of the external auditors for other information in documents 

containing audited financial statements; 

 

(i) disagreements with management; 

 

(j) consultation by management with other accountants; 

 

(k) major issues discussed with management prior to retention of the external auditors; 

 

(l) difficulties encountered with management in performing the audit; 

 

(m) the external auditors judgements about the quality of the entity's accounting 

principles; and 

 

(n) any reviews of unaudited interim financial information conducted by the external 

auditors; 

 

▪ review the form of opinion the external auditors propose to render to the Audit 

Committee, the Board of Directors and shareholders; and 

 

▪ discuss significant changes to the Company's auditing and accounting principles, policies, 

controls, procedures and practices proposed or contemplated by the external auditors 

or management, and the financial impact thereof. 

 

• Pre-approving all non-audit services to be provided to the Company or its subsidiaries by the 

Company’s external auditor, subject to any exemptions set out in NI 52-110.  

Notwithstanding the pre-approval process, the Audit Committee will ensure that the external 
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auditors are prohibited from providing the following non-audit services and will determine 

which other non-audit services the external auditors are prohibited from providing: 

 

▪ bookkeeping or other services related to the accounting records or financial statements of 

the Company; 

 

▪ financial information systems design and implementation; 

 

▪ appraisal or valuation services, fairness opinions, or contribution-in-kind reports; 

 

▪ actuarial services; 

 

▪ internal audit outsourcing services; 

 

▪ management functions or human resources; 

 

▪ broker, dealer, investment adviser or investment banking services; 

 

▪ legal services and expert services unrelated to the audit; and 

 

▪ any other service that the Audit Committee determines to be impermissible. 

 

• Ensuring that the external auditors submit annually to the Company and the Audit 

Committee a formal written statement of the fees billed for each of the following categories 

of services rendered by the external auditors: (i) the audit of the Company’s annual financial 

statements for the most recent fiscal year and, if applicable, the reviews of the financial 

statements included in the Company’s Quarterly Reports for that fiscal year; and (ii) all 

other services rendered by the external auditors for the most recent fiscal year, in the 

aggregate and by each service. 

 

• Reviewing the Company’s financial statements, Management’s Discussion and Analysis, 

annual and interim earnings press releases and any other reports or other financial 

information to be submitted to any regulatory body, or the public, before the Company files, 

issues or publicly discloses the information.  In connection with such review, the Audit 

Committee will ensure that: 

 

▪ management has reviewed the financial statements with the Audit Committee, including 

significant judgments affecting the financial statements; 

 

▪ the members of the Audit Committee have discussed among themselves, without 

management or the external auditors present, the information disclosed to the Audit 

Committee; and 

 

▪ the Audit Committee has received the assurance of both financial management and the 

external auditors that the Company’s financial statements are fairly presented in 

conformity with Canadian GAAP in all material respects. 
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• Ensuring that adequate procedures are in place for the review of the Company’s public 

disclosure of financial information extracted or derived from the Company’s financial 

statements, other than the public disclosure referred to above, and periodically assessing the 

adequacy of those procedures. 

 

• Reviewing, evaluating and monitoring any risk management program implemented by the 

Company, including any revenue protection program. This function should include: 

 

▪ risk assessment; 

 

▪ quantification of exposure; 

 

▪ risk mitigation measures; and 

 

▪ risk reporting. 

 

• Reviewing the adequacy of the resources of the finance and accounting group, along with its 

development and succession plans. 

 

• Establishing procedures for: 

 

▪ the receipt, retention and treatment of complaints received by the Company regarding 

accounting, internal accounting controls, or auditing matters; and 

 

▪ the confidential, anonymous submission by employees of the Company of concerns 

regarding questionable accounting or auditing matters. 

 

• Reviewing and approving the Company’s hiring policies regarding partners, employees and 

former partners and employees of the present and former external auditor of the Company. 

 

• Annually reviewing and revising this Charter as necessary with the approval of the Board of 

Directors of the Company and the text relating to this Charter which is required to appear in 

the Annual Information Form of the Company, as more specifically set out in Form 52-

110FI Audit Committee Information Required in an AIF. 

 

• Reviewing and assessing the adequacy of the Code of Business Conduct and Ethics 

governing the officers, directors and employees of the Company and the Code of Ethics 

governing Financial Reporting Officers at least annually or otherwise, as it deems 

appropriate, and propose recommended changes to the Board of Directors. 

 

• Reporting its activities to the Board of Directors on a regular basis and to make such 

recommendations with respect to the above and other matters as the Audit Committee may 

deem necessary or appropriate. 

 

• Reviewing and discussing with management, and approving all related party transactions. 
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IV. AUTHORITY 

 

The Audit Committee has the authority to: 

 

• Engage independent counsel and other advisors as the Audit Committee determines 

necessary to carry out its duties; 

 

• Set and pay the compensation for any advisors employed by the Audit Committee, in 

accordance with applicable corporate statutes; and 

 

• Communicate directly with the external auditors. 

 

V. ADMINISTRATIVE PROCEDURES 

 

• The Audit Committee will meet regularly and whenever necessary to perform the duties 

described above in a timely manner, but not less than four times a year.  Meetings of the 

Audit Committee shall be held from time to time as the Committee or the Audit Chairman of 

the Committee shall determine upon 48 hours notice to each of its members and by means of 

conference call or similar communications equipment by means of which all persons 

participating in the meeting can hear each other. 

 

• The notice period may be waived by a quorum of the Audit Committee. 

 

• The Committee will record minutes of its meetings and, through its Chairman, report 

periodically to the Board.  

 

• At the discretion of the Audit Committee, meetings may be held with representatives of the 

external auditors and appropriate members of management. 

 

• The external auditors will have direct access to the Audit Committee at their own initiative. 

 

• The Chairman of the Audit Committee may be appointed by the Board of Directors; 

however, if the Board of Directors does not appoint a Chairman, the members of the Audit 

Committee shall designate a Chairman by a majority vote of the Audit Committee. 

 

• A quorum for the transaction of business at any meeting of the Audit Committee shall be a 

majority of the number of members of the Audit Committee.  

 

 

 


