
 

 

 

 

 

  

 

 

CONDENSED INTERIM CONSOLIDATED  
FINANCIAL STATEMENTS 

1st Quarter ended June 30, 2014  
 

In Canadian dollars 

 

UNAUDITED 

 

 

 

Notice to Reader 

The accompanying unaudited condensed interim consolidated financial statements of Reunion Gold Corporation have been 

prepared by and are the responsibility of the Company’s management. The Company’s independent auditor has not 

performed a review of these unaudited condensed interim consolidated financial statements. 
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Reunion Gold Corporation 
Condensed Interim Consolidated Statements of Financial Position  
(Unaudited - in Canadian dollars) 

     

   June 30, March 31, 

   2014 2014 

   $ $ 

ASSETS     

Current      

Cash    934,183 1,468,504 

Sales taxes receivable   62,095 64,336 

Receivable from related parties (Note 11)   21,221 - 

Prepaid expenses and others    82,906 162,310 

   1,100,405 1,695,150 

Non-current       

Performance bond    123,772 128,238 

Exploration and evaluation assets (Note 3)   1,827,114 2,390,519 

TOTAL ASSETS   3,051,291 4,213,907 

     

LIABILITIES     

Current      

Accounts payable and accrued liabilities    666,975 653,095 

Income tax payable    49,082 50,853 

Loans from related parties (Note 4)   1,324,735 1,289,234 

TOTAL LIABILITIES   2,040,792 1,993,182 

     

EQUITY     

Share capital (Note 5)   101,477,165 101,477,165 

Equity component of convertible loans   17,935 17,935 

Contributed surplus    14,411,085 14,404,756 

Deficit   (114,812,970) (113,664,548) 

Cumulative translation adjustment    (82,716) (14,583) 

TOTAL EQUITY   1,010,499 2,220,725 

TOTAL LIABILITIES AND EQUITY   3,051,291 4,213,907 

Going concern (Note 1) 

Commitments (Notes 3 and 10) 

  The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.  

On behalf of the Board, 

/s/ James Crombie                                                                       /s/ Loraine Oxley                                           

James Crombie, Director Loraine Oxley, Director  
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   1
st

 quarter ended June 30, 

    2014 2013 

    $ $ 

Expenses and other items      

Exploration (Note 7)    700,331 2,585,761 

Management and administration (Note 8)    388,632 525,322 

Share-based remuneration    6,329 227,109 

Finance expense and accretion on loans from related parties (Note 4)    44,119 17,250 

Finance income    (550) (417) 

Loss on foreign exchange    9,561 9,182 

      

Net loss for the period    (1,148,422) (3,364,207) 

      

Other comprehensive income (loss)      

   Item that will not be subsequently reclassified to income    

   Foreign currency translation adjustment    (68,133) 96,554 

Comprehensive loss for the period    (1,216,555) (3,267,653) 

      

Basic and diluted loss per common share     (0.01) (0.02) 

      

Weighted average number of common shares - basic and diluted    180,317,936 180,317,936 

      

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
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(Unaudited - in Canadian dollars) 
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    Equity     

 Number of issued   component    Cumulative  

  and outstanding  Share of convertible  Contributed  translation Total 

 common shares  capital loans surplus Deficit adjustment equity 

   $ $ $ $ $ $ 

Balance at March 31, 2014 180,317,936  101,477,165 17,935 14,404,756 (113,664,548) (14,583) 2,220,725 

Share-based remuneration -  - - 6,329 - - 6,329 

Net loss for the period -  - - - (1,148,422) - (1,148,422) 

Other comprehensive income         

Foreign currency translation adjustment -  - - - - (68,133) (68,133) 

Balance at June 30, 2014 180,317,936  101,477,165 17,935 14,411,085 (114,812,970) (82,716) 1,010,499 

         

Balance at March 31, 2013 180,317,936  101,477,165 - 13,873,392 (108,506,673) (323,573) 6,520,311 

Share-based remuneration  -  - - 227,109 - - 227,109 

Net loss for the period -  - - - (3,364,207) - (3,364,207) 

Other comprehensive income         

Foreign currency translation adjustment -  - - - - 96,554 96,554 

Balance at June 30, 2013 180,317,936  101,477,165 - 14,100,501 (111,870,880) (227,019) 3,479,767 

 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
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Condensed Interim Consolidated Statements of Cash Flows  
(Unaudited - in Canadian dollars) 
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  1
st 

quarter ended June 30, 

    2014 2013 

    $ $ 

OPERATING ACTIVITIES      

Net loss for the period    (1,148,422) (3,364,207) 

Adjustments      

Share-based remuneration     6,329 227,109 

Depreciation and amortization    435,521 522,696 

Finance expense and accretion on loans from related parties     44,119 - 

   Gain on disposal of exploration and evaluation assets    (101,856) - 

Changes in working capital items       

   Sales taxes receivable    - (19,944) 

   Receivable from related parties    (21,221) 5,485 

   Prepaid expenses and others    78,064 111,375 

   Accounts payable and accrued liabilities    30,385 248,462 

    (677,081) (2,269,024) 

INVESTING ACTIVITIES      

Additions to exploration and evaluation assets     (1,141) (2,350) 

Proceeds on disposal of exploration and evaluation assets    159,007 - 

    157,866 (2,350) 

FINANCING ACTIVITIES      

Loans from related parties     - 950,000 

      

Effect of exchange rate changes on cash held in foreign currency   (15,106) 52,450 

Net change in cash     (534,321) (1,268,924) 

Cash, beginning of period    1,468,504 1,438,047 

Cash, end of period    934,183 169,123 

 
Supplemental cash flow information       

Finance income received, included in operating activities    903 417 

Reclassification of bonuses payable from payables and accruals to loans from related parties    - 203,200 

 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements.  
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1. GENERAL INFORMATION AND GOING CONCERN 

Reunion Gold Corporation (“Reunion Gold”) is a Canadian-based company engaged in the exploration and development of 

the Matthews Ridge manganese project (the “Matthews Ridge Project”), located in the North West District of Guyana, South 

America. To date, the Company has not earned significant revenues.  

The Company, through Reunion Manganese Inc. (“RMI”), its wholly-owned indirect subsidiary, holds four Prospecting 

Licences (“PLs”), which includes the Matthews Ridge Project. In August 2014, the Company applied for six additional PLs, in 

accordance with the terms of the two Permissions for Geological and Geophysical Survey (“PGGS”), which had been 

awarded to the Company by the Government of Guyana for a three-year period in July 2011. These six new PLs are located 

in close proximity to the Matthews Ridge Project.  

All financial results in these unaudited condensed interim consolidated financial statements are expressed in Canadian 

dollars unless otherwise indicated. Reunion Gold’s common shares are listed on the TSX Venture Exchange (“TSXV”) under 

the symbol RGD. The Board of Directors approved these condensed interim consolidated financial statements on August 25, 

2014. 

Going concern 

The Company is at the exploration and development stage and as is common with many such companies, it raises funds on 

the equity market to conduct its activities. The Company has incurred a loss in the current and prior periods, with a net loss 

of $1,148,422 during the 1
st
 quarter ended June 30, 2014 (a net loss of $3,364,207 during the 1

st
 quarter ended June 30, 

2013) and an accumulated deficit of $114,812,970 at June 30, 2014 ($113,664,548 at March 31, 2014). The Company has a 

working capital deficit of $940,387 at June 30, 2014, including loans from related parties of $1,324,735 (a working capital 

deficit of $298,032 at March 31, 2014, including loans from related parties of $1,289,234). On June 5, 2014, the lenders 

agreed to postpone the date on which they are entitled to demand repayment of the loans from June 30, 2014 to June 30, 

2015 (Note 4). Nevertheless, management will be required to raise additional funds to meet the Company’s obligations and 

to provide for management and administration expenses for at least the next 12 months. There is no assurance that such 

additional funds can be raised when required even if the Company has been successful in the past in doing so. If 

management is unable to obtain new funding, the Company may be unable to continue its operations, and amounts realized 

for assets might be less than amounts reflected in these condensed interim consolidated financial statements. These 

material uncertainties cast significant doubt regarding the Company’s ability to continue as a going concern. These 

condensed interim consolidated financial statements do not reflect any adjustments that would be necessary if the going 

concern assumption was not appropriate. If the going concern assumption was not appropriate for these condensed interim 

consolidated financial statements, adjustments to the carrying values of assets and liabilities and statement of financial 

position classification, which could be material, may be necessary.  



 
Reunion Gold Corporation 
Notes to Condensed Interim Consolidated Financial Statements 

June 30, 2014 (Unaudited - in Canadian dollars) 
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2.   STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION 

These condensed interim consolidated financial statements have been prepared in accordance with IAS 34, Interim Financial 

Reporting. They do not contain all of the information and disclosures required for annual financial statements, and should be 

read in conjunction with the Company’s audited consolidated financial statements for the years ended March 31, 2014 and 

2013 which have been prepared in accordance with International Financial Reporting Standards (“IFRS”). 

Significant accounting judgements and estimates 

The preparation of financial statements in accordance with IFRS requires management to make judgements, estimates and 

assumptions that affect the application of policies and the reported amounts of assets, liabilities, revenues and expenses. 

Management uses historical experience and various other factors it believes to be reasonable under the given circumstances 

as the basis for its judgements and estimates.  Actual results could differ significantly from those estimates. The most 

significant estimates relate to the depreciation and amortization of exploration and evaluation assets and the calculation of 

share-based remuneration. The most significant judgements relate to the impairment of exploration and evaluation assets 

and the preparation of these condensed interim consolidated financial statements on a going concern basis.  



 
Reunion Gold Corporation 
Notes to Condensed Interim Consolidated Financial Statements 

June 30, 2014 (Unaudited - in Canadian dollars) 
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3.   EXPLORATION AND EVALUATION ASSETS 

      Computer  

    Mobile  equipment,  

    equipment  leasehold  

  Mineral Intangible and service Other mining improvements  

  Properties (1) assets vehicles equipment and furniture Total 

  $ $ $ $ $ $ 

Cost        

Balance at March 31, 2014  346,831 185,471 3,702,904 2,778,109 783,555 7,796,870 

Additions  - - - - 1,141 1,141 

Disposals - - (468,255) - (3,239) (471,494) 

Net exchange differences  (12,079) (6,193) (118,866) (96,751) (23,041) (256,930) 

Balance at June 30, 2014  334,752 179,278 3,115,783 2,681,358 758,416 7,069,587 

        

Accumulated depreciation and amortization     

Balance at March 31, 2014  - 137,864 2,430,287 2,150,659 687,541 5,406,351 

Depreciation and amortization  - 15,246 187,555 203,192 29,528 435,521 

Disposals  - - (411,104) - (3,239) (414,343) 

Net exchange differences  - (4,912) (79,818) (79,279) (21,047) (185,056) 

Balance at June 30, 2014  - 148,198 2,126,920 2,274,572 692,783 5,242,473 

        

Carrying amounts        

At March 31, 2014  346,831 47,607 1,272,617 627,450 96,014 2,390,519 

At June 30, 2014  334,752 31,080 988,863 406,786 65,633 1,827,114 

        

By project        

Matthews Ridge, Guyana  334,752 29,929 988,863 406,786 45,646 1,805,976 

Corporate, Canada  - 1,151 - - 19,987 21,138 

At June 30, 2014  334,752 31,080 988,863 406,786 65,633 1,827,114 

(1) The Company is required to make annual rental payments to the Government of Guyana related to the four PLs 

awarded to the Company on September 6, 2010. The PLs were granted for an initial period of three years and may be 

renewed for two additional periods of one year each. The Company paid an amount of $73,190 (US$68,595) in July 

2014 as rent for the first additional renewal period and will be required to pay an amount of approximately $97,600 

(US$91,500) as rent for the 2
nd

 additional renewal period.  

In August 2014, the Company applied for six PLs in accordance with the terms of the two PGGS which had been 

awarded to the Company in July 2011. The Company estimates that it will need to pay a rental fee to the Government of 

Guyana related to these six PLs of approximately $30,000 (US$28,100) for the 1
st
 year of the term of the PLs.  



 
Reunion Gold Corporation 
Notes to Condensed Interim Consolidated Financial Statements 

June 30, 2014 (Unaudited - in Canadian dollars) 
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4. LOANS FROM RELATED PARTIES 

Loans from two of the Company’s executive officers are composed of the following: 

   June 30, March 31, 

   2014 2014 

   $ $ 

     

Convertible Notes    1,007,000 999,602 

Accrued interest on Convertible Notes    75,525 45,316 

Loans    213,400 221,000 

Accrued interest on Loans    28,810 23,316 

   1,324,735 1,289,234 

Finance expense during the period is composed of the following items: 

   1
st

 quarter ended June 30, 

   2014 2013 

   $ $ 

     

Finance expense    36,721 17,250 

Accretion of the liability component of the Convertible Notes   7,398 - 

   44,119 17,250 

The Convertible Notes bear interest at the rate of 1% per month until maturity. The outstanding principal and accrued interest 

are repayable by the Company on the earlier of the completion of a financing for a minimum amount of $5 million or upon 

demand at any time after June 30, 2015, either in cash or in common shares of the Company, at the option of the holder. 

The conversion price for the outstanding principal of the Convertible Notes is $0.14 per share, and the conversion price of 

the accrued interest on the Convertible Notes will be equal to the market price of the Company’s shares at the time of 

conversion, if such election is made. The Company has the right to redeem the Convertible Notes at any time. The 

Convertible Notes, net of the equity component are accreted using the effective interest rate method over the initial term of 

the Convertible Notes. Given that the initial maturity date of the Convertible Notes was June 30, 2014, the carrying amount of 

the Convertible Notes at June 30, 2014 equals the face value of the Convertible Notes of $1,007,000.  

The Loans bear interest at the rate of 1% per month and the principal amount of the Loans as well as accrued interest can 

be repaid by the Company at any time without penalty but no later than three business days after the completion of a 

financing for a minimum amount of $5 million. The payment of the Loans as well as accrued interest may be demanded in 

full by the lenders at any time after June 30, 2015.  

On June 5, 2014, the lenders agreed to postpone the date on which they are entitled to demand repayment of the 

Convertible Notes and the Loans from June 30, 2014 to June 30, 2015, with all other terms remaining unchanged. 



 
Reunion Gold Corporation 
Notes to Condensed Interim Consolidated Financial Statements 

June 30, 2014 (Unaudited - in Canadian dollars) 

10 

 

5.   SHARE CAPITAL  

At June 30, 2014 and March 31, 2014, the Company had 180,317,936 issued and outstanding common shares and no 

outstanding share purchase warrants. No securities were issued during the quarter ended June 30, 2014. 

6.   STOCK OPTIONS 

There was no activity in stock options during the 1
st
 quarter ended June 30, 2014. The following table reflects the stock 

options issued and outstanding at June 30, 2014 and March 31, 2014: 

 Number  Remaining  Number of 

 of  Exercise contractual life  options 

Issue date options price (years) exercisable (1) 

  $   

September 13, 2010  3,700,000 0.30 1.2 3,525,000 

April 27, 2011 3,000,000 2.00 1.8 3,000,000 

June 22, 2011 765,000 1.67 2.0 765,000 

July 4, 2011 75,000 1.59 2.0 75,000 

August 22, 2011 100,000 1.28 2.1 100,000 

November 2, 2011 250,000 1.00 2.3 250,000 

November 14, 2011 1,000,000 1.00 2.4 1,000,000 

April 12, 2012 1,875,000 0.73 2.8 1,875,000 

September 18, 2013 1,250,000 0.13 4.2 1,250,000 

 12,015,000 0.95 2.1 11,840,000 

(1) At June 30, 2014 and March 31, 2014, the average price of the exercisable options was $0.96. 



 
Reunion Gold Corporation 
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June 30, 2014 (Unaudited - in Canadian dollars) 
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7.   EXPLORATION EXPENSES 

  1
st
 quarter ended June 30, 

   2014 2013 

     $ $ 

Assaying     2,252 27,706 

Salaries and benefits     193,161 437,041 

Camp costs     22,809 171,829 

Contractors and consultants     23,155 321,481 

Studies     24,322 835,799 

Freight, travel, transport and mobilization    19,938 165,788 

Others      85,905 116,599 

     371,542 2,076,243 

Depreciation and amortization     430,645 509,518 

Gain on disposal of exploration and evaluation assets   (101,856) - 

        700,331 2,585,761 

8.   MANAGEMENT AND ADMINISTRATION EXPENSES 

   1
st
 quarter ended June 30, 

    2014 2013 

    $ $ 

Salaries and benefits    326,420 320,115 

Contractors and consultants    33,358 40,510 

Office    93,063 80,825 

Professional fees    57,039 61,302 

Investor relations and travel    58,287 150,023 

Reporting issuer costs    4,810 57,515 

Recovery of expenses (Note 11)   (189,221) (198,146) 

    383,756 512,144 

Depreciation and amortization    4,876 13,178 

    388,632 525,322 
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Notes to Condensed Interim Consolidated Financial Statements 
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9.   SEGMENTED INFORMATION 

The Company has one reportable operating segment being the acquisition and exploration of mineral properties. Non-current 

assets are located as follows:  

      June 30, 2014 

  Guyana Canada Total 

  $ $ $ 

Performance bond   123,772 - 123,772 

Exploration and evaluation assets   1,805,976 21,138 1,827,114 

  1,929,748 21,138 1,950,886 

 

      March 31, 2014 

  Guyana Canada Total 

  $ $ $ 

Performance bond  128,238 - 128,238 

Exploration and evaluation assets  2,365,646 24,873 2,390,519 

  2,493,884 24,873 2,518,757 

10. OTHER COMMITMENTS 

The Company has entered into a long-term lease agreement expiring in June 2017 which calls for lease payments of 

$297,841 for the rental of office space. Minimum lease payments are $74,460 in 2015, $99,281 in each of 2016 and 2017 

and $24,819 in 2018. 
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June 30, 2014 (Unaudited - in Canadian dollars) 
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11. RELATED PARTY TRANSACTIONS 

The detail of transactions between the Company and its related parties, other than those transactions described in Note 4, 

are as follows: 

Companies under common management 

The Company has entered into separate agreements to provide management and administration services to other TSXV-

listed companies, including Avala Resources Ltd., Dunav Resources Ltd., Highland Copper Company Inc. and Odyssey 

Resources Limited. The services are provided at cost for all direct expenses plus a fixed monthly charge to cover overhead 

expenses. 

  1
st

 quarter ended June 30, 

   2014 2013 

   $ $ 

     

Recovery of management and administration expenses    189,221 198,146 

At June 30, 2014, the Company had an amount receivable from companies under common management of $21,221 (nil at 

March 31, 2014).  

Related party transactions were measured at their exchange amount, which is the amount of consideration established and 

agreed to by the related parties. 

Remuneration of directors and key management of the Company 

The remuneration awarded to directors and to senior key management, including the executive chairman, the president and 

chief executive officer, the chief operating officer and the chief financial officer, is as follows: 

  1
st

 quarter ended June 30, 

   2014 2013 

      $ $ 

Salaries and benefits      245,188 234,563 

Consulting fees      18,250 20,250 

Share-based remuneration      6,329 153,018 

      269,767 407,831  
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REUNION GOLD CORPORATION 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 
FOR THE 1ST

 QUARTER ENDED JUNE 30, 2014 

 

The following management’s discussion and analysis (“MD&A”) of the operations, results, and financial 

position of Reunion Gold Corporation (“Reunion Gold” or the “Company”), dated August 25, 2014, covers the 

1
st
 Quarter ended June 30, 2014 and should be read in conjunction with the unaudited condensed interim 

consolidated financial statements and related notes for the 1
st
 Quarter ended June 30, 2014 (the “June 30, 

2014 condensed interim consolidated financial statements”). Readers should also refer to the Company’s 

MD&A for the year ended March 31, 2014, including the description of risks and uncertainties, and the 

audited consolidated financial statements for the years ended March 31, 2014 and 2013. All financial results 

presented in this MD&A are expressed in Canadian dollars unless otherwise indicated. 

DESCRIPTION OF BUSINESS 

Reunion Gold is a Canadian-based company engaged in the exploration and development of the Matthews 

Ridge manganese project (“Matthews Ridge Project”) in the North West District of Guyana, South America. 

The Company, through Reunion Manganese Inc. (“RMI”), its wholly-owned indirect subsidiary, holds four 

prospecting licenses (“PLs”), which includes the Matthews Ridge Project. In August 2014, the Company 

applied for six additional PLs, in accordance with the terms of the two Permissions for Geological and 

Geophysical Survey (“PGGS”), which had been awarded to the Company by the Government of Guyana for 

a three-year period in July 2011. The six PLs applied for are in close proximity to the Matthews Ridge 

Project. In July 2013, Reunion Gold released an initial mineral reserve estimate and positive results from a 

pre-feasibility study (“July 2013 PFS”) for its Matthews Ridge Project.  

The Company’s cash position at June 30, 2014 totals approximately $0.9 million. Management estimates 

that these funds will not be sufficient to meet the Company’s obligations and budgeted expenditures for the 

next 12 months. To this effect, the Company is evaluating different financing options, which may include the 

issuance of securities, partnership, joint venture or other arrangements. There can be no assurance that 

additional funds will be available or available on terms acceptable to the Company. The continuation of the 

Company as a going concern is dependent on its ability to obtain necessary new funding to continue its 

exploration and development activities and the continued financial support from its shareholders. See ‘Going 

Concern Assumption’ below.  
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ACTIVITIES DURING THE 1
st

 QUARTER ENDED JUNE 30, 2014 

Studies related to the Matthews Ridge Project 

The Company has retained various consultants to assess the viability of converting manganese concentrate 

into silico-manganese alloys in Trinidad and Tobago. The potential benefits of developing a silico-

manganese plant in Trinidad and Tobago would include competitive power costs, deep sea port facilities, 

dedicated areas for industrial projects and proximity to Guyana and to silico-manganese markets. Results 

from this scoping-level study are being reviewed. G Mining Services Ltd. (“G Mining”) has also been retained 

to combine the results of the scoping-level study with the results of the July 2013 PFS related to the 

production of manganese concentrate from the Matthews Ridge Project and subject to available financing, 

will be used to complete a full feasibility study of the Matthews Ridge Project. 

In January 2014, the Company signed a memorandum of understanding with National Energy Corporation of 

Trinidad and Tobago Ltd. setting out the terms under which the parties will collaborate to evaluate the 

potential development by Reunion Gold of a silico-manganese plant in Trinidad and Tobago.  

Field activities 

During the 1
st
 Quarter ended June 30, 2014, the Company carried out minimal field activities at the Matthews 

Ridge Project due to its limited financial resources. Reports in support of the application for six new PLs, in 

accordance with the terms of the two PGGS were filed with the Guyana Geology of Mines Commission in 

August 2014. Based on results of exploration conducted on the PGGS, these six PLs, covering an area of 

approximately 56,000 acres, were identified by the Company as being prospective for manganese 

mineralization. 

Outlook 

Subject to the results of the above mentioned studies and subject to available financing, the Company’s 

focus will be to carry out essential work for the full feasibility study of the Matthews Ridge Project, including 

completing additional drilling, if deemed necessary, on the Matthews Ridge footprint area and at other 

surrounding prospects and evaluating various financing alternatives, including entering into off-take 

agreements to secure pricing. 
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About Manganese 

Manganese is the fourth largest metal consumed in the world, behind iron, aluminum and copper. It is a key 

component in steel and iron production with no viable substitute.  

EXPLORATION EXPENSES 

Exploration expenses incurred during the 1
st
 Quarter periods ended June 30, 2014 and 2013 are detailed as 

follows: 

  1
st
 quarter ended June 30, 

   2014 2013 

     $ $ 

Assaying     2,252 27,706 

Salaries and benefits     193,161 437,041 

Camp costs     22,809 171,829 

Contractors and consultants     23,155 321,481 

Studies     24,322 835,799 

Freight, travel, transport and mobilization    19,938 165,788 

Others      85,905 116,599 

     371,542 2,076,243 

Depreciation and amortization     430,645 509,518 

Gain on disposal of exploration and evaluation assets   (101,856) - 

        700,331 2,585,761 
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SELECTED CONSOLIDATED FINANCIAL INFORMATION (1) 

     June 30,  March 31, 

Financial Position     2014  2014 

     $  $ 

Cash      934,183  1,468,504 

Exploration and evaluation assets     1,827,114  2,390,519 

Total assets     3,051,291  4,213,907 

Equity     1,010,499  2,220,725 

    

  1st quarter ended June 30, 

Operations      2014  2013 

     $  $ 

Exploration     700,331  2,585,761 

Management and administration expenses     388,632  525,322 

Share-based remuneration     6,329  227,109 

Finance expense on loans from related parties     44,119  17,250 

Finance income      (550)  (417) 

Loss  on foreign exchange     9,561  9,182 

Net loss     (1,148,422)  (3,364,207) 

        

Basic and diluted loss per share     (0.01)  (0.02) 

        

Cash flows        

Operating activities     (677,081)  (2,269,024) 

Investing activities     157,866  (2,350) 

Financing activities     -  950,000 

 
(1) The Selected Consolidated Financial Information was derived from the Company’s June 30, 2014 condensed interim consolidated 

financial statements, prepared in accordance with IFRS. 

Since its incorporation, the Company has not paid any cash dividend on its outstanding common shares. Any 

future dividend payment will depend on the Company’s financial needs to fund its exploration and 

development programs and any other factor that the board may deem necessary to consider. It is highly 

unlikely that any dividends will be paid in the near future. 
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Management and administration expenses are detailed as follows: 

   1
st
 quarter ended June 30, 

    2014 2013 

    $ $ 

Salaries and benefits    326,420 320,115 

Contractors and consultants    33,358 40,510 

Office    93,063 80,825 

Professional fees    57,039 61,302 

Investor relations and travel    58,287 150,023 

Reporting issuer costs    4,810 57,515 

Recovery of expenses    (189,221) (198,146) 

    383,756 512,144 

Depreciation and amortization    4,876 13,178 

    388,632 525,322 

Going concern assumption 

The Company is at the exploration and development stage and as is common with many such companies, it 

raises funds on the equity market to conduct its activities. The Company has incurred a loss in the current 

and prior periods, with a net loss of $1,148,422 during the 1
st
 Quarter ended June 30, 2014 (a net loss of 

$3,364,207 during the 1
st
 Quarter ended June 30, 2013) and an accumulated deficit of $114,812,970 at June 

30, 2014 ($113,664,548 at March 31, 2014). The Company has a working capital deficit of $940,387 at June 

30, 2014, including loans from related parties of $1,324,735 (a working capital deficit of $298,032 at March 

31, 2014, including loans from related parties of $1,289,234). On June 5, 2014, the lenders agreed to 

postpone the date on which they are entitled to demand repayment of the loans from June 30, 2014 to June 

30, 2015. Nevertheless, management will be required to raise additional funds to meet the Company’s 

obligations and to provide for management and administration expenses for at least the next 12 months. 

There is no assurance that such additional funds can be raised when required even if the Company has 

been successful in the past in doing so. If management is unable to obtain new funding, the Company may 

be unable to continue its operations, and amounts realized for assets might be less than amounts reflected in 

the Company’s condensed interim consolidated financial statements. These material uncertainties cast 

significant doubt regarding the Company’s ability to continue as a going concern. The Company’s condensed 

interim consolidated financial statements do not reflect any adjustments that would be necessary if the going 

concern assumption was not appropriate. If the going concern assumption was not appropriate for the 

Company’s condensed interim consolidated financial statements, adjustments to the carrying values of 

assets and liabilities and statement of financial position classification, which could be material, may be 

necessary.  
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Financial Review 

The Company does not yet have revenue-generating activities. Accordingly, the Company’s financial 

performance is largely a function of the level of exploration and development activities undertaken on its 

project and the management and administrative expenses required to operate and carry out these activities 

as well as other items such as finance income and foreign exchange gains or losses.  

During the 1
st
 Quarter ended June 30, 2014, the Company incurred a net loss of $1,148,422 ($0.01 per 

share) compared to a net loss of $3,364,207 ($0.02 per share) during the 1
st
 Quarter ended June 30, 2013. 

The decreased loss for the 2014 period compared to 2013 is mainly due to a) lower exploration expenses of 

$1,704,701, due to a significant reduction in field activities at the Matthews Ridge Project in order to 

conserve cash and to lower expenses related to mining studies; b) a gain of $101,856 realized on the sale of 

non-essential mobile equipment at Matthews Ridge; c) lower share-based remuneration expenses ($6,329 

compared to $227,109 in 2013); and d) lower management and administration expenses of $136,690, mainly 

due to the non-renewal of an investor relations program, as a result of the Company’s limited financial 

resources.  

Selected Quarterly Financial Information 

The table below presents revenues, net loss and net loss per share for the last eight quarters: 

Period ended  Revenues 
 

Net income 

(loss) 
 

Income (loss) 

per share 

  $ 000  $ 000  $ 

June 30, 2014  0.0  (1,148.4)  (0.01) 

March 31, 2014  0.1  (1,598.9)  (0.01) 

December 31, 2013  0.3  (1,743.9)  (0.01) 

September 30, 2013  0.0  1,549.1  0.01 

June 30, 2013   0.4  (3,364.2)  (0.02) 

March 31, 2013  2.2  (4,377.3)  (0.02) 

December 31, 2012   5.3  (4,533.4)  (0.02) 

September 30, 2012   19.3  (6,925.6)  (0.04) 

Quarterly results will vary in accordance with the Company’s exploration, development and financing 

activities. Currently, exploration expenses for the Matthews Ridge Project and to a lesser extent exploration 

and evaluation asset write-offs typically have the most significant impact on the Company’s quarterly results, 

followed by share-based remuneration expense and management and administration expenses.  
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Liquidities and Capital Resources 

At June 30, 2014, the Company had a working capital deficit of $940,387 (a working capital deficit of 

$298,032 at March 31, 2014), including loans from related parties of $1,324,735 ($1,289,234 at March 31, 

2014). The increase in the working capital deficit during the 1
st
 Quarter ended June 30, 2014 is mainly 

attributable to the exploration and development expenses ($371,542) and management and administration 

expenses ($383,756) incurred during the period, partially offset by the proceeds on disposal of exploration 

and evaluation assets in the amount of $159,007. 

On June 5, 2014, the two executive officers of the Company who had advanced funds to the Company 

during the year ended March 31, 2014 (a total principal amount of approximately $1,220,000) agreed to 

postpone the date on which they are entitled to demand repayment of these loans by one year from June 30, 

2014 to June 30, 2015, with all other terms remaining unchanged. These loans bear interest at the rate of 

1% per month until maturity. These loans and accrued interest are not repayable until the earlier of the 

completion of a financing for a minimum amount of $5 million or June 30, 2015. A portion of these loans and 

accrued interest totaling $1,082,525 at June 30, 2014, may be converted into common shares at the option 

of the holder. 

Nevertheless, the Company will need to raise additional funds to pursue exploration and development work 

at the Matthews Ridge Project and to provide for management and administration expenditures for at least 

the next 12 months. Such additional funding requirements may be met in the future in a number of ways 

including but not limited to the issuance of new equity, partnership, joint venture or other means. The amount 

and timing of additional funding will depend in part upon the prevailing capital market conditions as well as 

the business performance of the Company. While management has been successful in securing financing in 

the past, there can be no assurance that it will be able to do so in the future or that these sources of funding 

or initiatives will be available to the Company or that they will be available on terms which are acceptable to 

the Company. If adequate financing is not available, the Company may be required to delay, reduce the 

scope of, or eliminate its current or future exploration and development activities, or relinquish rights to 

certain of its interests. 

Capital Management 

The Company defines capital that it manages as shareholders’ equity. When managing capital, the 

Company’s objectives are a) to ensure the entity continues as a going concern; b) to increase the value of 

the entity’s assets; and c) to achieve optimal returns to shareholders. These objectives will be achieved by 

identifying the right exploration projects, adding value to these projects and ultimately taking them to 



                                                                                                             
Management’s Discussion and Analysis 

1
st
 Quarter ended June 30, 2014 

 

 

 

 9 

production or obtaining sufficient proceeds from their disposal. Management adjusts the capital structure as 

necessary in order to support the acquisition, exploration and development of mineral properties. As at June 

30, 2014, managed capital was $1,010,499 ($2,220,725 at March 31, 2014). There were no changes in the 

Company’s approach to capital management during the 1
st
 Quarter ended June 30, 2014. The Company is 

not subject to any externally imposed capital requirements at June 30, 2014. The Company expects that its 

current capital resources will be sufficient to discharge its liabilities at June 30, 2014. 

Commitments 

The Company is required to make annual rental payments to the Government of Guyana related to the four 

PLs awarded to the Company on September 6, 2010. The PLs were granted for an initial period of three 

years and may be renewed for two additional periods of one year each. The Company paid an amount of 

$73,190 (US$68,595) in July 2014 as rent for the first additional renewal period and will be required to pay 

an amount of approximately $97,600 (US$91,500) as rent for the 2
nd

 additional renewal period.  

In August 2014, the Company applied for six PLs in accordance with the terms of the two PGGS which had 

been awarded to the Company for a three-year period in July 2011. The Company estimates that it will need 

to pay a rental fee to the Government of Guyana related to these six PLs of approximately $30,000 

(US$28,100) for the 1
st
 year of the term of the PLs.  

The Company has entered into a long-term lease agreement expiring in June 2017 which calls for lease 

payments of $297,841 for the rental of office space. Minimum lease payments are $74,460 in 2015, $99,281 

in each of 2016 and 2017 and $24,819 in 2018. 

Off-Balance Sheet Arrangements 

As of June 30, 2014, the Company has no off-balance sheet arrangements. 

Related Party Transactions 

Under management services agreements with Avala Resources Ltd., Dunav Minerals Ltd., Highland Copper 

Company Inc. and Odyssey Resources Limited, which companies along with Reunion Gold are under 

common management, amounts of $189,221 were charged back by Reunion Gold to these companies 

during the 1
st
 Quarter ended June 30, 2014 ($198,146 during the comparative period in 2013).  

The terms and conditions of the Loans from related parties from two executive officers of the Company are 

described in the Liquidities and Capital Resources section.  
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The remuneration awarded to directors and to senior key management of the Company totalled $269,767 

during the 1
st
 Quarter ended June 30, 2014 ($407,831 during the comparative period in 2013). 

Book Value of Exploration and Evaluation Assets  

At the end of each period, management reviews impairment indicators related to its exploration and 

evaluation assets to determine whether any write-down is necessary. Following this analysis, no write-down 

was deemed necessary at June 30, 2014.  

Outstanding Share Data 

The Company can issue an unlimited number of common shares, without par value. At August 25, 2014, a 

total of 180,317,936 common shares are issued and outstanding and 12,015,000 stock options are 

outstanding with exercise prices ranging between $0.13 and $2.00 (expiring at various dates up to 

September 2018).  

 FINANCIAL RISK FACTORS 

The Company thoroughly examines the various financial risks to which it is exposed and assesses the 

impact and likelihood of those risks. Where material, these risks are reviewed and monitored by the Board of 

Directors. At June 30, 2014, the Company has assessed the following financial risks: 

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 

The Company’s liquidity and operating results may be adversely affected if the Company’s access to the 

capital market is hindered, whether as a result of a downturn in stock market conditions generally or related 

to matters specific to the Company. The Company generates cash flow primarily from its financing activities. 

At June 30, 2014, the Company had a working capital deficit of $940,387 (a working capital deficit of 

$298,032 at March 31, 2014). Accounts payable and accrued liabilities and income tax payable of $716,057 

at June 30, 2014 are due within the next 6 months. The repayment of the loans from related parties of 

$1,324,735 at March 31, 2014 has been postponed from June 30, 2014 to June 30, 2015. The Company is 

evaluating different financing options to continue the exploration and development of the Matthews Ridge 

Project, which may include the issuance of equity, debt financing, joint venture arrangement or other means. 

There can be no assurance that additional funds will be available or available on terms acceptable to the 

Company in the near future. If management is unable to obtain new funding, the Company may be required 
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to delay, reduce the scope of, or eliminate its current or future exploration activities or relinquish rights to 

certain of its interests. 

Currency risk 

In the normal course of operations, the Company is exposed to currency risk due to business transactions in 

foreign countries denominated in a currency other than the respective functional currencies of each of the 

entities within the consolidated group. The Company has not entered into any derivative contracts to manage 

this risk. Transactions related to the Company’s exploration and development activities are mainly 

denominated in Guyanese dollars and United States dollars. The consolidated entity seeks to minimise its 

exposure to currency risk by monitoring exchange rates and entering into foreign currency transactions that 

maximize the consolidated entity’s position. The board considers this policy appropriate, taking into account 

the consolidated entity’s size, current stage of operations, financial position and the board’s approach to risk 

management. At June 30, 2014 assets and liabilities denominated in a foreign currency consisted of cash of 

$561,471 ($810,460 at March 31, 2014), accounts payable and accrued liabilities of $81,605 ($123,110 at 

March 31, 2014) and loans from related parties of $242,210 ($244,316 at March 31, 2014). The impact on 

comprehensive income and equity of a 10% increase or decrease in foreign currencies to the Canadian 

dollar exchange rate on the Company’s financial instruments based on balances at June 30, 2014 would be 

approximately $24,000 ($44,000 at March 31, 2014). 

Credit risk 

Credit risk is the risk of an unexpected loss if a party to its financial instrument fails to meet its contractual 

obligations. Generally, the carrying amount of the Company’s financial assets exposed to credit risk, net of 

applicable provisions for losses, represents the maximum amount of exposure to credit risk. At March 31, 

2014, the Company’s financial assets exposed to credit risk are primarily composed of cash, accounts 

receivable (other than sales taxes receivable), deposits and performance bond. To mitigate exposure to 

credit risk, the Company has established a policy to limit the concentration of credit risk, to ensure 

counterparties demonstrate minimum acceptable worthiness, and to ensure liquidity of available funds. The 

Company’s management considers that all financial assets held are of good credit quality. The Company’s 

cash is held with large Canadian-based financial institutions.  

OTHER RISKS AND UNCERTAINTIES 

The operations of the Company are highly speculative due to the high-risk nature of its business, which 

consist mainly of the exploration and development of a manganese project in Guyana. As such, the 
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Company is subject to various risks and uncertainties, including financial, operational, environmental and 

political, which even a combination of careful evaluation, experience and knowledge may not eliminate.  

Few properties that are explored are ultimately developed into producing mines. Substantial expenditures 

are required to increase mineral resources and mineral reserves through drilling, to develop metallurgical 

processes to extract the metal from mineral resources and to develop the mining and processing facilities 

and infrastructure at any site chosen for mining. Although the Company has completed a pre-feasibility study 

for its Matthews Ridge Project, no assurance can be given that the Company will be able to complete a 

positive feasibility study and that the Project will go into production and generate revenues. 

Historically, the Company has been dependent on the equity markets as its source of operating working 

capital and the Company’s capital resources are largely determined by the strength of the junior resource 

markets, the status of the Company’s project in relation to these markets, and its ability to compete for 

investor support. The further development of the Company’s project depends upon the Company’s ability to 

obtain financing through equity financing, debt financing, strategic partnership or other means. Given the 

nature of capital market demand for speculative investment opportunities such as mineral projects, there is 

no assurance that the Company will be able to obtain additional financing in the appropriate amount when 

required. In addition, recent market conditions have caused significant volatility in commodity prices and 

could have a negative impact on the price of manganese and the development of the Company’s project. 

Those risks could have a significant impact on the Company’s overall operations and financial condition and 

could materially affect the value of the Company’s assets and future operating results. An investment in the 

securities of the Company should be considered speculative due, generally, to the nature of the business in 

which the Company is engaged, the limited extent of the Company’s assets and the Company’s state of 

development. 

Readers of this MD&A should carefully consider the detailed risks set out in the Company’s MD&A for the 

year ended March 31, 2014 under the heading “Other Risks and Uncertainties”, available at www.sedar.com. 

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS 

This MD&A may contain “forward-looking information”, within the meaning of Canadian securities laws. 

Forward-looking information is based on the reasonable assumptions, estimates, analysis and opinions of 

management made in light of its experience and its perception of trends, current conditions and expected 

developments, as well as other factors that management believes to be relevant and reasonable in the 

circumstances at the date that such statements are made, and is inherently subject to known and unknown 

http://www.sedar.com/
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risks, uncertainties and other factors that may cause the actual results, level of activity, performance or 

achievements of the Company to be materially different from those expressed or implied by the forward-

looking information.  

Specifically, this MD&A includes forward-looking information regarding: the Company’s plans to advance the 

Matthews Ridge Project through feasibility which plans are subject to several factors including the results of 

studies being conducted by the Company and its consultants and the availability of the funds necessary to 

carry out a feasibility study; the possible development of a silico-manganese plant in Trinidad and Tobago 

and the potential benefits of that plant; the results of the July 2013 pre-feasibility study of the Matthews 

Ridge Project and the accuracy of the Matthews Ridge reserve and resource estimates which are based on 

numerous assumptions; the potential to develop the Matthews Ridge Project into a mine; plans, costs and 

timing of future exploration and development; the grant to the Company of new PLs under the terms of the 

PGGSs; the availability of necessary financing on acceptable terms to achieve the Company’s plans, 

including the possibility of entering into off-take agreements; and all other statements relating to the financial 

and business prospects of the Company.  

Actual results could differ materially from those currently anticipated due to any number of factors, including 

the inability of the Company to secure the funds necessary to meet its plans, and such variables as new 

information regarding potential mineral reserves, changes in demand for and commodity prices of 

manganese, the conclusions of detailed feasibility and technical analyses, lower than expected grades and 

quantities of resources, mining rates and recovery rates, legislative, environmental and other regulatory 

approval or political changes. The Company is subject to risks specific to the mining business as well as 

general economic, business and political conditions. 

There can be no assurance that the forward looking information will prove to be accurate and actual results 

could differ materially from those suggested by the forward-looking information for various reasons. 

Accordingly, readers should not place undue reliance on forward-looking information. The Company 

undertakes no obligation to update publicly or otherwise revise any forward-looking information whether as a 

result of new information or future events or otherwise, except as may be required by law.  

Additional Information and Continuous Disclosure 

This MD&A has been prepared as at August 25, 2014. Additional information on the Company is available 

through regular filings of press releases and financial statements on SEDAR (www.sedar.com) and on the 

Company’s website (www.reuniongold.com). 

http://www.sedar.com/
http://www.reuniongold.com/

	FS_Q1_June_30_2014
	MDA_Q1_June_30_2014

