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Time for change

Unconventional strategies to disrupt the downturn
Junior mine 2015

The junior mining sector remains caught in the midst of an unparalleled
downturn. Equity and debt markets have dried up and cash reserves are
reaching new lows. Waiting is no longer a viable strategy: junior miners
need to take urgent action now, before crisis hits, and do whatever it takes
to find the cash to keep their businesses and projects moving forward.

Junior mine 2015, looks at the challenges facing junior miners and the
unconventional solutions that deserve serious consideration. We explore
aggregation, de-risking, non-traditional financing and dealing with
periods of financial distress—and share insights from junior mining leaders
whose determination and willingness to embrace new thinking is creating
future value.




Top 100 financial highlights and analysis
As the slump continues, miners need to take action
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Figure 3 Market capitalization analysis ($ millions CAD)
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The top 5 juniors in 2015 illustrate just
how much the sector has shrunk over the
course of the downturn. This year’s top 5
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Reviewing the financial highlights for the
top 100 companies echoes what we’ve
heard in our conversations with mining
leaders across the country. Cash is tight,
revenue and income are falling alongside
lower commodity prices, and financing is
incredibly hard to come by.

Cash reserves are dwindling

Despite prudent steps to reduce spend,
cash is running out: the top 100’s cash
position fell nearly one-third (31%) since
last year and total cash reserves are at

an all-time low. On average, the top 100
junior mining companies have CAD$7
million on hand, down from CAD$10
million last year (Fig 4).

Revenue and income

Across the top 100, overall revenue is
down 28% from last year, a drop of nearly
CAD $195 million. That’s balanced,

slightly, by an 18% reduction in overall net

losses.

Financing

It’s becoming increasingly hard to find
new sources of funding. Across the
top 100, cash provided by financing
has dropped 27% since last year, and
shareholders’ equity has fallen 30%.

The top 100 raised CAD$515 million in
new equity financing in 2015, down 25%
from the previous year (Fig 7). While

74 companies raised equity last year,

15 companies raised 86% of it. The vast
majority raised less than $1 million each,
most of which came through private
placement.

It’s the same story for debt financing.
Overall, 24 companies among the top
100 raised CAD$278 million in new debt
financing in 2015, down approximately
27% from 2014 (Fig 7), with more than
two-thirds (69%) of that amount being
raised by four miners.
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Figure 5 Financial highlights, Top 100
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Cash raised from financing, Top 100 ($ millions CAD)
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Cash flow statement
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Embracing unconventional strategies

Non-traditional financing

“1t’s all about who you partner with. By ““You want to make sure you get what you
partnering with the right groups, you can pay for—and nothing you'’re not expecting.
accomplish anything.”? Don’t be in a hurry [with due diligence].””
Paul Huet, President, CEO and Director, Klondex on securing Rick Van Nieuwenhuyse, President and CEO, NovaCopper, on
funding for the acquisition of Midas Mine. obtaining non-traditional financing through an asset acquisition.
Market aggregation

““There’sa certainty in putting companies ““Sometimes you have to get aggressive,
together with strong financial partners and  and be prepared to have to get into the

a good cash balance.”’ trenches and fight for it.””
John Burzynski, President and CEO, Oban Mining on Pat Donnelly, President, First Mining Finance, on pursuing
aggregating juniors to improve shareholder value. strategic acquisitions to build a mineral bank.

Embedding a culture of
innovation

‘It hadn’t been used here [North
America] before, but that didn’t deter us at
all. It’s not as if we can only use things that
we’ve seen here.”’

Gordon Bogden, President and CEO, Alloycorp, on adopting
Ropecon technology to innovate their Avanti Kitsault mine.

Realizing value of distressed
companies

¢ [We're] taking a risk-based approach
and being very prudent. Looking for the
best return, the nearest payback with the
least amount of risk, is very key.”?

Derrick Weyrauch, CFO, Jaguar Mining on managing the
business after a restructure and recapitalization.

De-risking project financing

““Youwve got to find some creative
ways to keep moving, without
significant dilution.””

Steve Filipovic, CFO, Premier Gold Mines on de-risking
project financing through partnerships.
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