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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Asian Mineral Resources Limited
We have audited the accompanying consolidated financial statements of Asian Mineral Resources
Limited, which comprise the consolidated balance sheets as at December 31, 2016 and 2015, the
consolidated statements of operations and comprehensive income (loss), changes in equity and cash
flows for the years then ended, and notes, comprising a summary of significant accounting policies
and other explanatory information.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audits to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial
statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. KPMG Canada provides
services to KPMG LLP.
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Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of Asian Mineral Resources Limited as at December 31, 2016 and 2015,
and its consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards.
Emphasis of Matter
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements
which describes that Asian Mineral Resources Limited’s ability to continue as a going concern is
dependent on achieving profitable operations and sustaining positive cash flows from the Ban Phuc
mine. These conditions, along with other matters as set forth in Note 1, indicate the existence of
material uncertainties that may cast significant doubt about Asian Mineral Resources Limited’s ability
to continue as a going concern.

Chartered Professional Accountants
March 31, 2017
Vancouver, Canada

ASIAN MINERAL RESOURCES LIMITED
Consolidated Balance Sheets
(Expressed in Canadian dollars)
December 31,
2016

Notes

December 31,
2015

Assets
Current assets:
Cash and cash equivalents
Accounts receivable and prepaid expenses
Inventories

7
8

Non-current assets:
Property, plant and equipment
Mineral property interest

9
10

$

Total assets

5,457,346
1,792,785
332,758
7,582,889

$

41,296
41,296

5,738,005
6,189,116
6,705,409
18,632,530

10,350,893
298,399
10,649,292

$

7,624,185

$

29,281,822

$

7,765,056
1,203,326
8,968,382

$

15,012,387
1,261,656
16,274,043

Liabilities and Shareholders’
Equity (Deficit)
Current liabilities:
Trade payables and accrued liabilities
Other current liabilities

11
12

Non-current liabilities:
Provision for closure and rehabilitation
Other non-current liabilities

13
14

Total liabilities
Shareholders’ equity:
Share capital
Share-based payments reserve
Currency translation reserve
Deficit

15

Equity attributable to shareholders of the Company
Non-controlling interest

25

Total shareholders’ equity (deficit)
Total liabilities and shareholders’ equity (deficit)

$

436,549
1,119,722
1,556,271

444,219
1,455,605
1,899,824

10,524,653

18,173,867

128,732,855
632,778
17,048,414
(144,354,584)

128,264,065
667,940
17,604,184
(131,682,260)

2,059,463
(4,959,931)

14,853,929
(3,745,974)

(2,900,468)

11,107,955

7,624,185

Going concern (note 1)
Contingencies (note 27)
The accompanying notes form an integral part of these consolidated financial statements.
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$

29,281,822

ASIAN MINERAL RESOURCES LIMITED
Consolidated Statements of Operations and Comprehensive Income (Loss)
(Expressed in Canadian dollars)
Years ended December 31, 2016 and 2015
2016

Notes
Revenue
Costs of sales:
Production costs
Royalty
Concentrate transport and logistics
Write-down of consumables and supplies inventory
Impairment loss

16

$ 39,219,494

17

(34,736,638)
(3,497,810)
(5,252,327)
(1,698,853)
-

6
9

2015

$ 74,753,199
(66,966,663)
(7,081,672)
(9,852,875)
(26,553,100)

(5,966,134)
General and administrative expenses
Exploration
Other expense
Operating income (loss)

18

Finance income
Finance expense

19

Net loss for the year
Other comprehensive income (loss):
Foreign currency translation gain (loss)

(35,701,111)

(6,500,589)
(903,177)
(337,866)
(13,707,766)

(8,932,148)
(1,279,721)
(329,495)
(46,242,475)

134,695
(286,621)

43,948
(1,009,252)

(151,926)

(965,304)

(13,859,692)

(47,207,779)

(617,521)

13,134,890

Comprehensive loss for the year

$ (14,477,213)

$ (34,072,889)

Net loss for the year attributable to:
Shareholders of the Company
Non-controlling interest

$ (12,707,486)
(1,152,206)

$ (42,826,680)
(4,381,099)

$ (13,859,692)

$ (47,207,779)

$ (13,263,258)
(1,213,955)

$ (31,005,279)
(3,067,610)

$ (14,477,213)

$ (34,072,889)

$

$

Comprehensive loss for the year attributable to:
Shareholders of the Company
Non-controlling interest

25

Comprehensive loss for the year
15(e)

Basic and diluted shareholders’ loss per share
Weighted average number of common shares outstanding

(0.02)
786,589,700

The accompanying notes form an integral part of these consolidated financial statements.
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(0.06)
779,507,371

ASIAN MINERAL RESOURCES LIMITED
Consolidated Statements of Changes in Equity
(Expressed in Canadian dollars, except number of common shares)
Years ended December 31, 2016 and 2015
Number of
common
shares
(note 15)
Balance, January 1, 2015

778,995,041

$ 128,236,565

550,000

27,500

Share-based payments
Expiry of options

-

-

Currency translation gain
Net loss for the year

-

-

779,545,041

$ 128,264,065

9,375,800
-

468,790
-

-

-

788,920,841

$ 128,732,855

Issue of shares, net of costs

Balance, December 31, 2015
Issue of shares, net of costs
Expiry of options
Currency translation loss
Net loss for the year
Balance, December 31, 2016

Sharebased
payments
reserve

Share
capital
(note 15)
$

Currency
translation
reserve

669,328

$

104,673
(106,061)
$

667,940

$

(35,162)
$

5,782,783

$

The accompanying notes form an integral part of these consolidated financial statements.
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$

(88,961,641)

$ 45,727,035

$

(678,365)

Total
$ 45,048,670

-

-

27,500

-

27,500

-

106,061

104,673
-

-

104,673
-

11,821,401
-

(42,826,680)

17,604,184

$ (131,682,260)

$ 14,853,929

$ (3,745,974)

-

35,162

468,790
-

-

(555,770)
-

632,778

Deficit

Noncontrolling
interest

Shareholders’
equity

17,048,414

11,821,401
(42,826,680)

(12,707,486)
$ (144,354,584)

(555,770)
(12,707,486)
$

2,059,463

1,313,489
(4,381,099)

13,134,890
(47,207,779)
$

468,790
-

(61,751)
(1,152,206)
$ (4,959,931)

11,107,955

(617,521)
(13,859,692)
$

(2,900,468)

ASIAN MINERAL RESOURCES LIMITED
Consolidated Statements of Cash flows
(Expressed in Canadian dollars)
Years ended December 31, 2016 and 2015
2016

Notes

2015

Cash provided by (used in):
Operating activities:
Net loss for the year
Items not involving cash:
Share-based payments
Amortization and depreciation
Impairment loss
Write-down of inventory
Changes in non-cash operating working capital:
Accounts receivable and prepaid expenses
Inventories
Accounts payable and accrued liabilities

$ (13,859,692)
10,442,475
1,698,853

15(c)(ii)
9
8

Cash flow provided by operating activities
Investing activities:
Purchase of property, plant and equipment
Change in accounts payable relating to investments
Cash flow used in investing activities

9

Financing activities:
Issuance of common shares and warrants, net of
issue costs
Draw down of bank term loan
Repayment of bank term loan

$ (47,207,779)

15(b), 22

Cash flow used in financing activities

104,673
28,690,807
26,553,100
1,553,664

4,396,331
4,673,797
(7,180,424)

10,152,154
(2,395,091)
7,852,517

171,340

25,304,045

(279,490)
(279,490)

(6,613,530)
(987,598)
(7,601,128)

-

27,500
3,711,806
(22,274,015)

-

(18,534,709)

Net decrease in cash and cash equivalents

(108,150)

Effect of foreign exchange rate fluctuations on cash held
in foreign jurisdictions

(172,509)

1,567,843

5,738,005

5,001,954

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

Supplemental cash flow information (note 22)
The accompanying notes form an integral part of these consolidated financial statements.
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5,457,346

(831,792)

$

5,738,005

ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

1.

Nature of business and going concern:
Asian Mineral Resources Limited (the “Company” or “AMR”) is incorporated under the laws of the Province of
British Columbia by a certificate of continuance as of December 31, 2004, having previously been incorporated
and registered under the New Zealand Companies Act 1993. On April 19, 2004, the Company became listed on
the TSX-Venture Exchange (TSX-V). The Company’s principal business activities are the exploration and
development of mineral property interests and extraction and processing of nickel mineral deposits. Its principal
mineral property interest, held through a joint venture, is in the Ban Phuc Project Area located 160 km west of
Hanoi in Son La Province, in northwestern Vietnam. The Company’s registered corporate office is located at 120
Adelaide Street West, Suite 2500, Toronto, Ontario, Canada M5H 1T1.
Following feasibility studies in 2005 and 2007, the Company received a mining license in late 2007. Due to market
conditions, development was delayed until 2012. Full commercial production began November 1, 2013, at which
point the Company commenced recording income related to revenues from metals sales and the costs incurred to
produce those revenues in profit or loss.
These consolidated financial statements have been prepared on a going concern basis, which assumes that the
Company will continue in operation for the foreseeable future and will be able to realize its assets and discharge
its liabilities in the normal course as they come due. Management continues to assess the Company’s mining and
processing operations against nickel prices. Given the sustained low nickel price environment and forecasted
nickel prices, a full review of the mining schedule and economic viability of mining was conducted. It was
determined at current pricing levels it would not be economically viable to continue mining beyond September
2016, therefore the Ban Phuc mine was placed on care and maintenance at the start of the 2016 fourth quarter.
The exploration potential at Ban Phuc remains a key strategic opportunity in the overall growth plan for AMR’s Ban
Phuc projects and remains the key focus for AMR’s growth plan which includes a significant disseminated resource
that is not economic at current nickel prices. There can be no assurance that the Company will restart the Ban
Phuc mine and generate positive cash flow in future periods. Should the Company not be able to continue as a
going concern, adjustments to the carrying values and classification of its assets and liabilities would be required,
and these adjustments could be material.
As at December 31, 2016, the Company had cash and cash equivalents of $5.5 million and a working capital deficit
of $1.4 million. During the year ended December 31, 2016, the Company generated a net loss of $13.9 million and
had an accumulated deficit of $144.3 million. Whether the Company will be able to restart the Ban Phuc mine and
generate positive cash flow is uncertain and depends on numerous factors, including but not limited to nickel prices
and potential for identifying and developing further mineral resources. The Company intends to seek financing to
address the working capital deficiency and fund further exploration of the Ban Phuc property. These factors indicate
the existence of a material uncertainty that casts significant doubt about the Company’s ability to continue as a
going concern.
The business of mining and exploring for minerals involves a high degree of risk and there can be no assurance
that the Company will be able to raise additional funds to meet its exploration plans or achieve profitable mining
operations. The Company’s continued existence is dependent upon the preservation of its interest in the underlying
properties, the discovery of economically recoverable reserves, the achievement of profitable operations, the ability
of the Company to raise additional financing, or alternatively upon the Company’s ability to dispose of its interest
on an advantageous basis. Changes in future conditions could require material write-downs of the carrying values.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

2.

Basis of preparation:
(a) Statement of compliance:
These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).
(b) Approval of the financial statements:
The consolidated financial statements of the Company for the year ended December 31, 2016 were reviewed
by the Audit Committee and approved and authorized for issue by the Board of Directors on March 31, 2017.
(c) Comparative figures:
Certain comparative figures have been reclassified to conform to the current year’s financial statement
presentation.

3.

Significant accounting policies:
The accounting policies set out below have been applied consistently for all periods presented in these
consolidated financial statements.
(a) Basis of measurement:
These consolidated financial statements have been prepared on the historical cost basis, utilizing the accrual
method of accounting unless otherwise described in the following notes.
(b) Revenue recognition:
Revenue from sales of nickel concentrate is sold under pricing arrangements whereby revenue is recognized
at the time of shipment, at which time legal title and risk pass to the customer and provisional revenue is
recorded at current month average price as per the London Metals Exchange. The quoted period established
to finalize the sales price is the second month after the shipment month, within which the contract is required
to be settled. Changes between the prices recorded upon recognition of provisional revenue and final price
due to fluctuation in metal market prices result in the existence of an embedded derivative in the accounts
receivable. This embedded derivative is recorded at fair value, with changes in fair value classified as a
component of revenue and receivables. Changes in the estimate of concentrate nickel content resulting from
the final independent analysis of the concentrate are recognized at the point at which such analysis is agreed
upon between the Company and its customers.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(c) Currency translation:
The functional and presentation currency of the Company is the Canadian dollar. The functional currency of
its subsidiary, Ban Phuc Nickel Mines Limited Liability Company (“BPNM”), is the United States dollar.
Transactions in currencies other than the functional currency are recorded at the rate of exchange prevailing
on the date of the transaction. Monetary assets and liabilities are translated at the exchange rate in place on
the reporting date. Non-monetary items that are measured at historical cost in a foreign currency are
translated at the exchange rate on the date of the transaction.

Non-monetary assets and liabilities

denominated in foreign currencies that are measured at fair value are retranslated to the functional currency
at the exchange rate at the date the fair value was determined. Foreign currency translation differences are
recognized in profit or loss.
For consolidation purposes, BPNM is translated into the Company’s presentation currency of Canadian
dollars. Assets and liabilities are translated using the exchange rate prevailing at the end of the reporting
period. Income and expense items are translated at the average exchange rate for the relevant period.
Translation differences are recognized in other comprehensive income (loss) and are accumulated within
equity in the currency translation reserve.
(d) Basis of consolidation:
These consolidated financial statements include the accounts of the Company and its subsidiaries. All
intercompany transactions and balances are eliminated on consolidation. For partially owned subsidiaries,
the interest attributable to non-controlling shareholders is reflected in non-controlling interest. The Company
determines whether it shall consolidate a subsidiary by assessing whether it has control over the subsidiary.
Factors considered in such an assessment include whether the Company is exposed, or has rights, to variable
returns from its involvement with the subsidiary and has the ability to affect those returns through its power
over the subsidiary.
Significant subsidiaries of the Company are as follows:

Name

Country of
incorporation

Effective
interest

Ban Phuc Nickel Mines Limited Liability Company
Asian Mineral Resources Nickel Limited
Asian Nickel Exploration Limited

Vietnam
Cook Islands
Cook Islands

90%
100%
100%

(e) Cash and cash equivalents:
Cash and cash equivalents consist of cash in hand, deposits held at call with banks and other short-term highly
liquid investments with original maturities of three months or less when acquired.
(f) Inventories:
Inventories include nickel concentrate in progress and produced, and consumable materials and supplies.
The cost of nickel concentrate in progress and produced is determined principally by average production costs.
Production inventories are stated at the lower of average production costs and net realizable value.
7

ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(f) Inventories (continued)
Costs of nickel concentrate inventories include all costs incurred up until production of a tonne of nickel
concentrate such as mining costs, processing costs, maintenance costs, road transport costs and directly
attributable general and administration costs but exclude royalties. Net realizable value is determined with
reference to estimated contained nickel, copper and cobalt metal and current market prices at the reporting
period end date.
Consumable materials and supplies inventory consists of consumables used in development activities, such
as explosives, fuel and spare parts which are valued at the lower of cost and net realizable value and, where
appropriate, less a provision for obsolescence.
(g) Prepayments:
Prepayments to suppliers and contractors are based on the contract progress, with payments made at
specified stages of the contract. These payments are recognized in the balance sheet as prepaid expenses.
(h) Property, plant and equipment:
Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Plant and equipment includes capitalized development expenditures. Cost includes expenditures that
are directly attributable to the acquisition or construction of an asset and includes the direct charges associated
with bringing the asset to the location and condition necessary for its intended use and an initial estimate of
the costs of dismantling and removing the item and restoring the site on which it is located.
Depreciation is provided on plant and equipment, calculated on a unit-of-production basis so as to write off
the net cost or other revalued amount of each asset over its expected useful life to its estimated residual value.
The estimated useful lives, residual values and depreciation method are reviewed at the end of each annual
financial period with the effect of any changes recognized on a prospective basis.
Asset

Basis

Building, machinery, motor vehicles, infrastructure
Furniture and office equipment
Licenses and franchises
Plant and mine development

Straight-line
Straight-line
Straight-line
Unit of production based
mineral reserves

Rate range
14% - 25%
11% - 33%
11% - 33%

The expenditures related to construction are capitalized as construction-in-progress and are included within
property, plant and equipment. Construction in progress represents the cost of remaining plant and mine
development which is under construction. Costs directly attributable with ongoing construction related
activities during the commissioning phase of new assets incurred in the period before they are operating in
the way intended by management are capitalized, all other costs not directly attributable are expensed. No
depreciation is provided for construction in progress during the period of construction.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(i)

Mineral property interest:
Exploration expenses incurred prior to determination of the technical feasibility and commercial viability of
mining operations and issuance of a mining license are expensed as incurred. Mineral property acquisition
costs and exploration and development expenditures incurred subsequent to the determination of technical
feasibility and commercial viability of mining operations and issuance of a mining license are deferred, less
accumulated amortization and accumulated impairment losses, if any, until the property to which they relate
commences commercial production, is sold, allowed to lapse or is abandoned. Technical feasibility and
commercial viability generally coincide with the establishment of proven and probable reserves; however, this
determination may be impacted by management’s assessment of certain modifying factors. When commercial
production in an area of interest has commenced, the associated costs are amortized over the estimated
economic life of the mine on a units-of-production basis using proven and probable reserves (as defined by
National Instrument 43-101).
Changes in factors such as estimates of proven and probable reserves that affect units-of-production
calculations are accounted for on a prospective basis.

(j)

Impairment of long-lived assets:
At the end of each year or at each reporting date, the Company reviews the carrying amounts of its long-lived
assets to determine whether there is any indication that those assets may be impaired. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss, if any. Where the asset does not generate cash flows that are independent from other assets, the
Company estimates the recoverable amount of the cash-generating unit (“CGU”) to which the asset belongs.
The recoverable amount of a CGU is the higher of the CGU’s fair value less costs to sell and its value-in-use.
In assessing value-in-use, the estimated future cash flows are discounted to their present value using a pretax discount rate that reflects current market assessment of the time value of money and the risks specific to
the asset for which the estimates of future cash flows have not been adjusted.
If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying
amount of the asset or CGU is reduced to its recoverable amount. Impairment losses are recognized in profit
and loss in the period the impairment indicator is identified.
An impairment loss is reversed if there is an indication that there has been a change in the estimates used to
determine the recoverable amount. The carrying amount of the asset or CGU is increased to its recoverable
amount, but only to the extent that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset or CGU in prior years.
The reversal of an impairment loss is recognized immediately in profit and loss.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(k) Reserve estimates:
The Company estimates its ore reserves and mineral resources based on information compiled by Qualified
Persons as defined in accordance with Canadian Securities Administrators National Instrument 43-101
Standards for Disclosure of Mineral Projects (“NI 43-101”). Reserves are used when performing impairment
assessments on the Company’s mineral property, for forecasting the timing of payment of mine closure,
reclamation and rehabilitation costs, and in determining the depletion of mineral properties.
There are numerous uncertainties inherent in estimating ore reserves, and assumptions that are valid at the
time of estimation may change significantly when new information becomes available. Changes in the
forecasted prices of commodities, exchange rates, production costs or recovery rates may change the
economic status of reserves and may, ultimately, result in changes to reserve estimates. Any adjustments
are accounted for prospectively.
(l)

Provision for closure and rehabilitation:
A provision for closure and rehabilitation is recognized when there is a legal or constructive obligation to
remediate as a result of exploration, development and production activities undertaken, if the amount of the
provision can be measured reliably. The estimated future obligations include the costs of dismantling, and
removal of facilities and restoration. The provision for future restoration costs is the best estimate of the
present value of the expenditure required to settle the restoration obligation at the reporting date. The
environmental rehabilitation obligation is capitalized as part of the carrying amount of the associated longlived asset and a liability is recorded. The environmental rehabilitation cost capitalized is amortized on the
same basis as the related asset. Future restoration costs are reviewed annually and any changes in the
estimate are reflected in the present value of the restoration provision at the reporting date.

(m) Mining rights grant fee:
In late 2010, the Vietnamese Government passed a new law, the Mineral Law 2010. Decree 15 of the law
included a new statutory fee titled "mining rights grant fee". The Mineral Law 2010 provided the fee to be
determined based on price, reserve, quality and type of the relevant mineral; however, until late 2013, both
the Mineral Law 2010 and the Decree 15 did not specify the formula for calculation and thus there was no
basis to estimate the fee payable. In November 2013, the Vietnamese Government issued Decree 203 which
outlined the formula to calculate the mining rights grant fee and on that basis the Company estimated the cost
of the fee and recognized a provision of $4.6 million in the 2013 consolidated financial statements. On
February 6, 2015, the Company received Decision No. 288/QD-BTNMT issued by the Ministry of Natural
Resources and Environment (“MONRE”) to amend the contents specified in the Mineral Mining License. Refer
to note 14 for further details of the amendment.
(n) Share capital:
Common shares are classified as equity. The Company records proceeds from share issuances net of issue
costs and any tax effects. Common shares issued for consideration other than cash are valued at the quoted
market price on the date the shares are issued.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(o) Share-based payments:
The Company has a share option plan, under which the fair value of all share-based awards is estimated using
the Black-Scholes Option Pricing Model at the grant date and amortized over the vesting periods. An individual
is classified as an employee when the individual is an employee for legal or tax purposes (direct employee)
or provides services similar to those performed by a direct employee, including directors of the Company.
Share-based payments to non-employees are measured at the fair value of the goods or services received,
or the fair value of the equity instruments issued if it is determined the fair value of the goods or services
received cannot be reliably measured and are recorded at the date the goods or services are received. The
amount recognized as an expense is adjusted to reflect the number of awards expected to vest. The offset is
credited to share-based payment reserve.
Upon the exercise of the share purchase options, consideration paid together with the amount previously
recognized in the share-based payment reserve is recorded as an increase to share capital.

Charges for

share purchase options that are forfeited before vesting are reversed from the share-based payments
reserves. For those share purchase options that expire or are forfeited after vesting, the amount previously
recorded in share-based payments reserve is transferred to deficit.
(p) Interest expense:
Interest is recognized using the effectiveness interest method, taking into account the principal outstanding
and the effective rate over the period to maturity.
(q) Royalties and export tariffs:
A royalty is payable to the Vietnamese Government calculated at 10% of the value of nickel concentrate sale
price less export tax, processing costs, bagging costs, freight costs, custom charges and warehouse costs.
Royalty expense is recorded when revenue from the sale of nickel concentrate is recognized.
Export tariff is payable to the Vietnamese Government and calculated at 20% of the value of nickel concentrate
sale price less sea freight costs.
(r) Income taxes:
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in the
statement of operations except to the extent that the tax relates to a business combination, or items recognized
directly in equity or in other comprehensive income (loss).
A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to
the extent that it is probable that future taxable profits will be available against which they can be utilized.
Deferred tax assets are reviewed each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.
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ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

3.

Significant accounting policies (continued):
(r)

Income taxes (continued):
Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not
recognized for the temporary differences arising from the initial recognition of assets or liabilities in a
transaction that is not a business combination and that affects neither accounting, nor taxable profit or loss.
Deferred tax is measured at the tax rates that are expected to be in effect when temporary differences reverse,
based on the laws that have been enacted or substantively enacted at the reporting date. Deferred tax assets
and liabilities are offset if there is a legally enforceable right to offset the tax liabilities and assets, and they
relate to income taxes levied by the same tax authority.

(s) Financial instruments:
Non-derivative financial assets and liabilities:
The Company initially recognizes loans and receivables and deposits on the date that they are originated.
All other financial assets (including assets designated at fair value through profit or loss) are recognized
on the trade date at which the Company becomes a party to the contractual provisions of the instrument.
The Company derecognizes a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows of the financial asset in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are transferred.
Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Company has a legal right to offset the amounts and intends either to
settle on a net basis or to realize the asset and settle the liability simultaneously.
The Company classifies its financial assets and liabilities in the following categories:
(A) Fair value through profit or loss (“FVTPL”);
(B) Held-to-maturity;
(C) Available-for-sale financial assets (“AFS”); or
(D) Loans and receivables.
The classification depends on the purpose for which the financial assets or liabilities were acquired.
Management determines the classification of financial assets and liabilities at initial recognition.
The Company has the following non-derivative financial assets: loans and receivables.
Financial assets at FVTPL
A financial asset is classified at fair value through profit or loss if it is classified as held-for-trading or is
designated as such upon initial recognition. Financial assets are designated at fair value through profit or
loss if the Company manages such investments and makes purchase and sale decisions based on their
fair value in accordance with the Company's documented risk management or investment strategy.
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3.

Significant accounting policies (continued):
(s) Financial instruments (continued):
Held-to-maturity investments
Investments are measured at amortized cost using the effective interest rate method. Transaction costs
are added and amortized to the statement of operations over the life of the financial instrument on an
effective yield basis. The Company does not have any assets classified as held-to-maturity investments.
Available-for-sale financial assets
Short-term investments are classified as available-for-sale and are carried at fair value (where
determinable based on market prices of actively traded securities) with unrealized gains and losses
recognized in other comprehensive income (loss). Management assesses the carrying value of AFS
financial assets each period and any impairment charges are recognized in profit or loss. When financial
assets classified as available-for-sale are sold, the accumulated fair value adjustments recognized in
other comprehensive income (loss) are included in profit and loss. The Company does not have any
assets classified as available-for-sale financial assets.
Loans and receivables
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are recognized initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition, loans and receivables are measured at amortized cost using the
effective interest rate method, less any impairment losses. Loans and receivables comprise cash and
cash equivalents and accounts receivable.
Impairment of financial assets
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each period
end. Financial assets are impaired when there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset, the estimated future cash flows of
the investment have been impacted.
Financial liabilities
Financial liabilities are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, derivative financial liabilities are measured at fair value and other
financial liabilities at amortized cost using the effective interest method.
The Company has the following non-derivative financial liabilities: trade payables and accrued liabilities
which are classified as other financial liabilities.
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3.

Significant accounting policies (continued):
(t) Earnings (loss) per share:
Basic earnings (loss) per share is calculated by dividing the income (loss) available to common shareholders
by the weighted average number of common shares outstanding during the year. For all periods presented,
income (loss) available to common shareholders equals the reported income (loss) attributable to the
shareholders of the Company.
Diluted earnings (loss) per share is calculated using the treasury stock method. Under the treasury stock
method, the weighted average number of common shares issued and outstanding used for the calculation of
diluted earnings (loss) per share assumes that the proceeds to be received on the exercise of dilutive stock
options and warrants are used to repurchase common shares at the average market price during the year.

4.

Changes in accounting standards:
There were no new standards effective January 1, 2016 that had a material impact on the Company’s consolidated
financial statements. The Company has not early adopted any other standard, interpretation or amendment in the
consolidated financial statements that have been issued, but not yet effective.
A number of new standards, amendments to standards and interpretations, are not yet effective for the year ended
December 31, 2016, and have not been applied in preparing these consolidated financial statements. The following
pronouncements are considered by the Company to be the most significant of several pronouncements that may
affect the consolidated financial statements in future periods.
IFRS 9, Financial Instruments (“IFRS 9”)
IFRS 9 will replace the multiple classification and measurement models in IAS 39, Financial Instruments:
Recognition and Measurement, with a single model that has only two classification categories: amortized cost and
fair value. The new standard also requires a single impairment method to be used, provides additional guidance
on the classification and measurement of financial liabilities, and provides a new general hedge accounting
standard.
The mandatory effective date has been set for January 1, 2018, however early adoption of the new standard is
permitted. The Company does not intend to early adopt IFRS 9. The Company is currently evaluating the impact
of IFRS 9 on its consolidated financial statements.
IFRS 15, Revenue from Contracts with Customers (“IFRS 15”)
IFRS 15 is effective for fiscal years commencing on or after January 1, 2018 and will replace IAS 18, Revenue and
a number of revenue related standards and interpretations. IFRS 15 contains a single model that applies to
contracts with customers and two approaches to recognizing revenue: at a point in time or over time. The model
features a contract-based five-step analysis of transactions to determine whether, how much and when revenue
is recognized. New estimates and judgmental thresholds have also been introduced, which may affect the amount
and/or timing of revenue recognized.
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4.

Changes in accounting standards (continued):
The Company intends to adopt IFRS 15 in its consolidated financial statements for the annual period beginning on
January 1, 2018. The Company is currently evaluating the impact of IFRS 15 on its consolidated financial
statements.
IFRS 16, Leases ("IFRS 16")
On January 13, 2016, the IASB published a new standard, IFRS 16, eliminating the current dual accounting model
for lessees, which distinguishes between on-balance sheet finance leases and off-balance sheet operating leases.
Under the new standard, a lease becomes an on-balance sheet liability that attracts interest, together with a new
right-of-use asset. In addition, lessees will recognize a front-loaded pattern of expense for most leases, even when
cash rentals are constant. IFRS 16 is effective for annual periods beginning on or after January 1, 2019, with earlier
adoption permitted. The Company is currently evaluating the impact of IFRS 16 on its consolidated financial
statements.
IAS 12, Income Taxes (Amendments)
On January 19, 2016, the IASB issued Recognition of Deferred Tax Assets for Unrealized Losses as an
amendment to IAS 12. The amendments clarify that the existence of a deductible temporary difference depends
solely on a comparison of the carrying amount of an asset and its tax base at the end of the reporting period, and
is not affected by possible future changes in the carrying amount or expected manner of recovery of the asset.
The amendments apply retrospectively for annual periods beginning on or after January 1, 2017 with early adoption
permitted. The Company intends to adopt the amendments to IAS 12 in its consolidated financial statements for
the annual period beginning on January 1, 2017. The Company is currently evaluating the impact of IAS 12 on its
consolidated financial statements.
IFRS 2, Share-Based Payment (Amendments)
On June 20, 2016, the IASB issued amendments to IFRS 2 clarifying how to account for certain types of sharebased payment transactions. The amendments provide requirements on the accounting for: the effects of vesting
and non-vesting conditions on the measurement of cash-settled share-based payments; share-based payment
transactions with a net settlement feature for withholding tax obligations; and a modification to the terms and
conditions of a share-based payment that changes the classification of the transaction from cash-settled to equitysettled.
The amendments apply for annual periods beginning on or after January 1, 2018. As a practical simplification, the
amendments can be applied prospectively. Retrospective, or early, application is permitted if information is
available without the use of hindsight. The Company intends to adopt the amendments to IFRS 2 in its consolidated
financial statements for the annual period beginning on January 1, 2018. The Company is currently evaluating the
impact of amendments to IFRS 2 on its consolidated financial statements.
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5.

Critical judgments in applying accounting policies:
The critical judgments that the Company’s management has made in the process of applying the Company’s
accounting policies, apart from those involving estimations (note 7), that have the most significant effect on the
amounts recognized in the Company’s consolidated financial statements are as follows:
(a) Economic recoverability and probability of future economic benefits of exploration, evaluation and
development costs:
Management has determined that exploration drilling, evaluation, development and related costs incurred
which have been capitalized are economically recoverable.

Management uses several criteria in its

assessment of economic recoverability and probability of future economic benefits including geologic and
metallurgic information, history of conversion of mineral deposits to proven and probable reserves, scoping
and feasibility studies, accessible facilities, existing permits and life of mine plans.
(b) Functional currency:
The functional currency for each of the Company’s subsidiaries is the currency of the primary economic
environment in which the entity operates. It has been determined that the functional currency of BPNM is the
United States dollar, while the functional currency for the Company and its other subsidiaries is the Canadian
dollar. Assessment of functional currency involves certain judgments to determine the primary economic
environment and the Company reconsiders the functional currency of its entities if there is a change in the
events and conditions, which determine the primary economic environment.
(c) Going concern:
The assessment of the Company’s ability to continue as a going concern involves judgment regarding future
funding available for its development of the Ban Phuc mine and for working capital requirements. Judgments
must also be made with regard to events or conditions, which might give rise to significant uncertainty.
6.

Key sources of estimation uncertainty:
The preparation of the consolidated financial statements requires management to make estimates and
assumptions of the effect of uncertain future events on the carrying amounts of the Company’s assets and liabilities
at the end of the reporting period. Actual results may differ from those estimates as the estimation process is
inherently uncertain. Differences between the actual results and present estimates and assumptions have the
potential to materially affect the Company’s consolidated financial statements. Estimates are reviewed on an
ongoing basis and are based on historical experience and other facts and circumstances. Revisions to estimates
and the resulting effect on the carrying amounts of the Company’s assets and liabilities are accounted for
prospectively.
The significant assumptions about the future and other major sources of estimation uncertainty as at the end of
the reporting period that may result in a material adjustment to the carrying amounts of the Company’s assets and
liabilities are as follows:

16

ASIAN MINERAL RESOURCES LIMITED
Notes to the Consolidated Financial Statements
(Expressed in Canadian dollars, unless otherwise stated)
Years ended December 31, 2016 and 2015

6.

Key sources of estimation uncertainty (continued):
(a) Impairment of mineral properties, plant and equipment:
The Company considers both external and internal sources of information in assessing whether there are any
indications that mineral properties, plant and equipment are impaired. External sources of information the
Company considers include changes in the market, economic and legal environment in which the Company
operates that are not within its control and affect the recoverable amount of mineral properties, plant and
equipment. Internal sources include the manner in which mineral properties, plant and equipment are being
used or are expected to be used, and indications of economic performance of the assets.
In determining the recoverable amounts of the Company’s mineral properties, plant and equipment, the
Company’s management makes estimates of the discounted future after-tax cash flows expected to be derived
from its mineral properties using an appropriate discount rate. Reductions in metal price forecasts, increases
in estimated future costs of production, increases in estimated future non-expansionary capital expenditures,
reductions in the amount of recoverable reserves, resources and exploration potential and/or adverse current
economics can result in a write down of the carrying amounts of the Company’s mineral properties, plant and
equipment.
(b) Operating expenses and costing of work-in-progress inventory:
In determining operating expenses recognized in the consolidated statement of comprehensive income (loss),
the Company’s management makes estimates of quantities of ore on stockpiles and in process and the
recoverable nickel in this material to determine the cost of finished goods sold during the year. Changes in
these estimates can result in a change in operating expenses in future periods and carrying amounts of
inventories.
(c) Estimated recoverable nickel tonnes and ore reserve tonnes:
The carrying amounts of the Company’s mineral properties, plant and equipment are depleted based on
recoverable nickel tonnes and ore reserve tonnes. Changes to estimates of recoverable nickel tonnes, ore
reserve tonnes and depletable costs, including changes resulting from revisions to the Company’s mine plans
and changes in metals prices forecasts, can result in a change to future depletion rates and impairment
analysis.

(d) Estimated mine closure and rehabilitation costs:
The Company’s provision for mine closure and reclamation cost obligations represents management’s best
estimate of the present value of the future cash outflows required to settle the liability which reflects estimates
of future costs, inflation, movements in foreign exchange rates and assumption of risks associated with the
future cash outflows. Changes in the above factors can result in a change to the provision recognized by the
Company.
Changes to the mine closure and rehabilitation cost obligations are recorded with a corresponding change to
the carrying amounts of the related mineral properties, plant and equipment in the year identified. Adjustments
to the carrying amounts of the related mineral properties, plant and equipment can result in a change to the
future depletion expense.
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6.

Key sources of estimation uncertainty (continued):
(e) Income taxes:
In assessing the probability of realizing income tax assets, management makes estimates related to
expectations of future taxable income, applicable tax opportunities, expected timing of reversals of existing
temporary differences and the likelihood that tax positions taken will be sustained upon examination by
applicable tax authorities. In making its assessments, management gives additional weight to positive and
negative evidence that can be objectively verified.

Estimates for future taxable income are based on

forecasted income from operations and the application of existing tax laws in each jurisdiction. Weight is
attached to tax planning opportunities that are within the Company’s control, feasible and can be implemented
without significant obstacles. The likelihood that tax positions taken will be sustained upon examination by
applicable tax authorities is assessed based on individual facts and circumstances of the relevant tax position
evaluated in light of all available evidence. Where applicable tax laws and regulations are either unclear or
subject to ongoing varying interpretations, it is reasonably possible that changes in these estimates could
occur, which may materially affect the amounts of income tax assets recognized.
(f)

Share-based compensation:
The Company includes an estimate of forfeitures, share price volatility, expected life of awards and risk-free
interest rates in the calculation of the expense related to certain long-term employee incentive plans. These
estimates are based on previous experience and may change throughout the life of an incentive plan. Such
changes could impact the share-based compensation expense and share-based payments reserve.

(g) Provisional pricing contracts:
Nickel concentrate is invoiced when shipped and amounts recognized as revenue are based on the
Company’s assessment of the mineral content and grade, based on internal assays, of the concentrate
shipments. Final assays determine the final payable ounces by the Company’s customers. Therefore, there
is significant estimation uncertainty surrounding the recognition of revenues based on preliminary assays.
Any adjustments to revenue recognized based on final assays are accounted for prospectively.
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7.

Accounts receivable and prepaid expenses:

Trade receivables
VAT/GST refundable
Prepayments and advances
Other receivables
Allowance for doubtful accounts

December 31,
2016

December 31,
2015

$

587,794
53,193
1,251,163
19,888
(119,253)

$

2,026,462
4,266,554
19,035
(122,935)

$

1,792,785

$

6,189,116

The trade receivables consist of receivables from provisional nickel concentrate sales from the Ban Phuc mine.
The trade receivables are less than 30 days past due. The fair value of receivables arising from concentrate sales
that contain provisional pricing is determined using the appropriate quoted closing price per the London Metal
Exchange for the particular metal. As such, these receivables, which meet the definition of an embedded derivative,
are classified within Level 2 of the fair value hierarchy (see note 5).
The Company, through its Vietnam subsidiary pays value added tax (VAT) on the purchase and sale of goods and
services at a rate of 5% and 10%. The Company’s concentrate is a processed natural resource/mineral which is
subject to VAT and applicable tax rate of 0% VAT when exported. The net amount paid or payable is recoverable,
but such recovery is subject to review and assessment by local tax authorities.
During the year ended December 31, 2016, the Vietnamese Ministry of Finance amended the VAT Law whereby
an entity operating in the mineral industry will be entitled to VAT refund if the ratio of its mining costs, (including
power and other energy costs) to total production costs is under 51% based on 2015 audited figures. The changes
to the VAT Law are effective in respect of costs incurred subsequent to July 1, 2016. The Company determined
that its ratio of mining costs to total production costs for 2015 is higher than the 51% threshold, therefore the
Company has not recognized VAT receivables in respect of costs incurred subsequent to July 1, 2016. VAT related
to costs incurred prior to July 1, 2016 remain recoverable. The Company has provided for $0.5 million of costs
incurred and accrued prior to July 1, 2016 but which had not been paid on the basis of a clarification issued by the
tax authority. The Company is pursuing the refund of this $0.5 million VAT in its negotiations with the tax authority.
Included in prepayments and advances is the net export tariff receivable of US$0.5 million which is currently
awaiting approval of customs for refund, as the final prices were lower than provisional prices. The export tariff is
calculated and paid in full based on the provisional prices when the nickel concentrate is exported.
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8.

Inventories:
December 31,
2016
Consumable materials and supplies
Work in process inventory(1)
Finished goods inventory(2)

December 31,
2015

$

332,758
-

$

2,924,046
237,948
3,543,415

$

332,758

$

6,705,409

(1) The Company had no work in process nickel ore as of December 31, 2016 (2015: 2,397 tonnes, which were
carried at cost being the lesser of cost and net realizable value).
(2) The Company held no nickel concentrate finished product as of December 31, 2016 (2015: 5,726 tonnes,
which were carried at the lesser of cost and net realizable value). At December 31, 2016, the Company
recognized a $1.7 million write-down of consumable materials and supplies inventory to net realizable value.
At December 31, 2015 the Company recognized a $1.6 million write-down of finished goods inventory to net
realizable value.
9.

Property, plant and equipment:
Building, infrastructure
mine, machinery, plant,
motor, vehicles

Furniture, office
equipment and
intangible assets

Construction
in progress

Cost
Balance at January 1, 2015
$
Additions/(Transfer)
Translation adjustment
Balance at December 31, 2015

76,323,234
10,050,739
8,991,637
95,365,610

Additions
Translation adjustment
Balance at December 31, 2016

$

279,490
(422,763)
95,222,337

Accumulated Depreciation
Balance at January 1, 2015
$
Depreciation expense
Impairment
Balance at December 31, 2015

(32,870,274)
(27,970,360)
(24,694,383)
(85,535,017)

Depreciation expense
Balance at December 31, 2016

$

(9,657,122)
(95,192,139)

$

-

$

Balance, December 31, 2015

$

9,830,593

$

-

$

Balance, December 31, 2016

$

30,198

$

-

$

$

2,298,855
(3,437,209)
1,138,354
-

$

$

-

$

$

-

$

-

2,413,076
1,437,058
3,850,134
(22,247)
3,827,887

(945,235)
(525,882)
(1,858,717)
(3,329,834)
(486,955)
(3,816,789)

Total
$

$

$

81,035,165
6,613,530
11,567,049
99,215,744
279,490
(445,010)
99,050,224

(33,815,509)
(28,496,242)
(26,553,100)
(88,864,851)

$

(10,144,077)
(99,008,928)

520,300

$

10,350,893

11,098

$

41,296

Net Book Value

As at December 31, 2016, BPNM has been put on care and maintenance and all significant capital costs have
been fully amortized.
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9.

Property, plant and equipment (continued):
As at December 31, 2015, the Company determined there was an indicator of potential impairment of BPNM
relating to the sustained decline in nickel metal prices. At December 31, 2015, the Company tested the
recoverability of BPNM, given the aforementioned indicator of impairment, by estimating the recoverable amount
of the BPNM cash-generating unit via a discounted cash flow model. The recoverable amount of BPNM, which
includes mineral interests, plant and equipment and working capital, was based on the future cash flows expected
to be derived from the operation of BPNM over its remaining mine life and represents BPNM’s value-in-use. The
cash flows were determined based on the life-of-mine after tax cash flow forecast which incorporate management’s
best estimates of future metal prices, production based on current estimates of recoverable reserves and
resources, future operating costs and non-expansionary capital expenditures.
The Company estimated future operating and capital costs, production grades and recoveries and considered
published metal price forecasts. Due to the sensitivity of the recoverable amounts to the various factors mentioned
and specifically long-term metal prices as well as unforeseen factors, any significant change in the key assumptions
and inputs could result in additional impairment charges in future periods.
The key assumptions used in the impairment model included the following:
•
•
•
•
•

Life of mine of approximately one year;
Forecasted Nickel price of US$9,000 to US$11,000 per tonne;
Average Nickel grades of 2.20%;
Average Nickel recovery of 86%; and
Risk-adjusted project specific discount rate of 16%.

At December 31, 2015, the carrying value of the BPNM cash-generating unit was $39.7 million, which was greater
than its estimated recoverable amount calculated on a discounted cash flow basis of $13.1 million, which included
$2.7 million of working capital. The Company considers use of its internal discounted cash flow economic models
as a proxy for the calculation of value-in-use. Based on the above assessment, at December 31, 2015, the
Company recorded an impairment charge related to the BPNM mine of $26.6 million.

10. Mineral property interest:
December 31,
2016

December 31,
2015

Ban Phuc Project Area
Amortization

$

298,399
(298,399)

$

492,964
(194,565)

Net book value

$

-

$

298,399

The Company’s mineral property interest is in the Ban Phuc Project Area in Vietnam. The Ban Phuc mine
commenced operations on November 1, 2013, at which time construction-in-progress amounts were transferred
to appropriate categories of mineral properties, plant and equipment and the Company commenced depreciating
these assets based on their useful lives from that date.
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11. Trade payables and accrued liabilities:

Trade payables
Taxes
Other accrued liabilities

December 31,
2016

December 31,
2015

$

1,525,790
4,979,990
1,259,276

$

$

7,765,056

$ 15,012,387

6,132,995
7,316,720
1,562,672

Taxes include royalty tax, environmental protection fee (EPF), foreign contractor tax and payroll tax.
The Company accrues royalty and EPF taxes in accordance with the prescribed methodology of the tax authority
whereby a multiplier of 7 is applied to volumes of concentrate sold in order to determine the quantity of ore mined,
upon which the royalty and EPF taxes are based. The Company has determined that the prescribed methodology
has resulted in higher estimates of ore mined used to calculate the royalty and EPF taxes compared with actual
ore production. As a result, the Company estimates that the royalty and EPF taxes for the years ended December
31, 2016 and 2015 based on the prescribed methodology were higher by $1.3 million and $1.7 million respectively
than if they had been accrued based on actual ore production. The Company is in negotiations with the tax
authorities to have the royalty and EPF taxes reduced. The accrued royalties and EPF taxes as of December 31,
2016 are based on the prescribed methodology.
Other accrued liabilities include outstanding invoices for legal fees, directors’ fees and other consultant fees.

12. Other current liabilities:
Other current liabilities include the final installment of mining rights grant fees and installments of environment
rehabilitation and afforestation which are due in 2017.
13. Provision for closure and rehabilitation:
Based on the Environmental Impact Assessment (“EIA”), and Environment Resettlement and Rehabilitation
Program (“ERRP”), as previously submitted to the authorities for the Ban Phuc project, the Ministry of Natural
Resources and Environment (“MONRE”) provides confirmation of the estimate for closure and rehabilitation. On
this basis these consolidated financial statements reflect a provision for site closure and rehabilitation as at
December 31, 2016 in the amount of $436,549 (December 31, 2015 - $444,219). As of December 31, 2016, the
Company has deposited with MONRE $336,843 (2015 - $315,336) as an advance deposit for future closure and
rehabilitation expenditures.
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14. Other non-current liabilities:

Mining rights grant fee
Other

December 31,
2016

December 31,
2015

$

1,119,722

$

1,204,510
251,095

$

1,119,722

$

1,455,605

The Company had recorded a Mining rights grant fee for the right to exploit minerals at Ban Phuc, based on reserve
tonnes, as outlined in Mineral Law 2010, Decree 15 and 203 issued by the Vietnamese government and Decision
288 issued by MONRE.
On February 6, 2015, the Company received Decision No. 288/QD-BTNMT issued by the MONRE to amend the
contents specified in the Mineral Mining License (the “Decision”). In the Decision, the mining rights grant fee was
revised to $2.9 million, which was payable in annual installments over the three years from 2015 to 2017.
Other non-current liabilities include statutory redundant allowances for currently retained national employees of
Ban Phuc project and long-term liability to Coxama for initial capital of Vietnam Government contributed to BPNM
project before it was set up. These statutory allowances will become payable should the Ban Phuc project be
permanently closed.

15. Share capital:
(a) Authorized:
The Company's share capital consists of an unlimited number of common shares without par value.
(b) Issued and outstanding:

Balance, January 1, 2015
Issued during the year:
Shares issued in lieu of directors fees (note 15(c)(i))
Balance, December 31, 2015
Issued during the year:
Shares issued in lieu of bonuses (note 15(c)(i))
Balance, December 31, 2016
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Number
of shares

Amount

778,995,041

$ 128,236,565

550,000

27,500

779,545,041

128,264,065

9,375,800

468,790

788,920,841

$ 128,732,855
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15. Share capital (continued):
(c) Share-based compensation:
(i)

Common shares:
Shares were issued to certain senior management for payment of 2015 annual bonuses in lieu of cash.
The Company issued 9,375,800 common shares in payment of $468,790 bonus payable which had been
accrued as of December 31, 2015.
In 2013, certain directors entered into compensation agreements to receive common shares of the
Company in lieu of directors’ fees. During the year ended December 31, 2015, under these agreements,
550,000 shares were issued for services rendered with a fair value of $27,500. No shares were issued
under these agreements in 2016.

(ii) Common share options:
The Company grants share purchase options pursuant to the policies of the TSX-Venture Exchange with
respect to eligible persons, exercise price, maximum term, vesting, maximum options per person and
termination of eligible person status. The purpose of the share purchase options is to retain and motivate
management, staff, consultants and other qualified individuals by providing them with the opportunity,
through share options, to acquire a proprietary interest in the Company and benefit from its growth.
The Company granted 7,000,000 share options under the share option plan on October 1, 2015. The
options, which expire on October 1, 2020, are exercisable at $0.05 per share. The options vested in
equal tranches of 3,500,000 on October 2, 2015 and December 31, 2015. The fair value of options granted
was estimated using the Black-Scholes Option Pricing model assuming a range of risk-free interest rates
averaging 1.85% and a range of expected volatilities of between 50 -107%, an expected dividend rate of
nil and an expected life of five years.
During the year ended December 31, 2015, vesting of share options to directors and employees was
$104,673 which was recorded as share-based compensation expense. There was no share-based
compensation expense for the year ended December 31, 2016.
The continuity of outstanding share purchase options for the year ended December 31, 2016 is as follows:

Expiry dates
July 17, 2017
November 16, 2017
August 23, 2018
October 23, 2018
February 1, 2019
August 22, 2019
November 5, 2019
October 2, 2020

Exercise
prices (1)

Balance
December 31,
2015

Granted

$0.10
$0.10
$0.05
$0.05
$0.08
$0.05
$0.05
$0.05

4,007,517
1,600,000
1,100,000
2,713,308
2,536,682
2,000,000
1,740,777
7,000,000

-

22,698,284
Weighted average exercise price
Weighted average remaining life (years)

Expired/
cancelled/
forfeited

Balance
December 31,
2016

-

(700,000)
(700,000)
-

4,007,517
900,000
400,000
2,713,308
2,536,682
2,000,000
1,740,777
7,000,000

-

-

(1,400,000)

21,298,284

$ 0.07

-

-

$ 0.08

$ 0.07

3.30

-

-

-

2.36
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15. Share capital (continued):
(c) Share-based compensation (continued):
(ii) Common share options (continued):
The continuity of outstanding share purchase options for the year ended December 31, 2015 is as follows:

Expiry dates

Exercise
prices (1)

Balance
December 31,
2014

Granted

$0.10
$0.10
$0.05
$0.05
$0.05
$0.08
$0.05
$0.05
$0.05

4,007,517
2,400,000
1,000,000
1,900,000
2,713,308
2,936,934
2,000,000
2,481,647
-

July 17, 2017
November 16, 2017
February 14, 2018
August 23, 2018
October 23, 2018
February 1, 2019
August 22, 2019
November 5, 2019
October 2, 2020

Exercised

Expired/
cancelled/
forfeited

Balance
December 31,
2015

7,000,000

-

(800,000)
(1,000,000)
(800,000)
(400,252)
(740,870)
-

4,007,517
1,600,000
1,100,000
2,713,308
2,536,682
2,000,000
1,740,777
7,000,000

19,439,406

7,000,000

-

(3,741,122)

22,698,284

$ 0.07

$0.05

-

$ 0.06

$ 0.07

3.64

4.76

-

-

3.30

Weighted average exercise price
Weighted average remaining life (years)

As at December 31, 2016, 21,298,284 share purchase options were exercisable (2015–22,698,284 options).
These options have a weighted average exercise price of $0.07 (2015 - $0.07).
(d) Share purchase warrants:
The continuity of outstanding share purchase warrants for the year ended December 31, 2016 is as follows:

Expiry dates

Exercise
prices

Balance
December 31,
2015

Granted

$0.10

54,166,667

-

-

-

54,166,667

$0.10

-

-

-

$ 0.10

1.40

-

-

-

0.40

May 25, 2017
Weighted average exercise price
Weighted average remaining life (years)

Expired
Exercised cancelled

Balance
December 31,
2016

The continuity of outstanding share purchase warrants for the year ended December 31, 2015 is as follows:

Expiry dates

Exercise
prices

Balance
December 31,
2014

Granted

$0.10

54,166,667

-

-

-

54,166,667

$0.10

-

-

-

$ 0.10

2.40

-

-

-

1.40

May 25, 2017
Weighted average exercise price
Weighted average remaining life (years)
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15. Share capital (continued):
(e) Earnings per share (“EPS”):
The earnings and weighted average number of outstanding shares used in the calculation of basic and diluted
earnings per share are as follows:

Net loss used in the calculation of basic EPS
Weighted average number of outstanding shares for the
purpose of basic EPS
Shares to be issued for additional capital
Weighted average number of outstanding shares used in the
calculation of diluted EPS
Basic earnings (loss) per share
Diluted earnings (loss) per share

16.

December 31
2016

December 31
2015

$ (13,859,692)

$ (47,207,779)

786,589,700
-

$
$

786,589,700
(0.02)
(0.02)

$
$

779,507,371
(0.06)
(0.06)

Revenue:
2016
Nickel concentrate sales
Export tax

17.

779,507,371
-

2015

$

48,294,006
(9,074,512)

$ 92,945,296
(18,192,097)

$

39,219,494

$ 74,753,199

2016

2015

13,657,075
3,884,108
3,544,009
3,618,590

$ 26,007,189
6,444,974
5,449,913
373,780

24,703,782
10,032,856

38,275,856
28,690,807

34,736,638

$ 66,966,663

Production costs:

Mine production costs
Processing costs
Maintenance, health, safety and environmental
Changes in inventories of finished goods and work in process

$

Production costs
Depreciation and amortization
$
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18.

General and administrative expenses:
2016
Salaries, wages and benefits
Taxes and fees
Professional and regulatory
Insurance
Travel
Office, administrative and share-based compensation

2015

$

2,121,331
1,026,813
2,330,628
285,561
205,372
530,884

$

3,451,633
2,607,833
903,219
647,865
374,197
947,401

$

6,500,589

$

8,932,148

19. Finance expense:
2016
Interest expense on bank term loan
Foreign contractor tax on interest expense
Other finance expense (income)

2015

$

202,305
84,316

$

$

286,621

$

891,411
137,369
(19,528)
1,009,252

20. Related party transactions:
(a) Balances receivable and payable:
The amounts due to related parties and included in accounts payable, are non-interest bearing, unsecured
and due on demand, and comprise the following:
2016
Due to directors
Due to executive officers
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2015

$

398,765
-

$

$

398,765

$

468,790
468,790
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21. Related party transactions (continued):
(b) Key management personnel:
Key management personnel includes the salaries and consulting fees paid and accrued to the Company’s
senior officers and directors as follows:
2016
Salary and consulting fees
Directors’ fees
Share-based payments, directors and senior officers

2015

$

876,727
398,765
-

$

1,724,844
124,919
104,673

$

1,275,492

$

1,954,436

Share-based payments comprise the grant of share options to directors and employees, and the issuance of
common shares to certain directors, in lieu of cash payment for director fees.
(c) Pala Investments Limited:
During 2012, as a result of a series of equity transactions, Pala Investments Limited (“Pala”) became a
controlling shareholder of the Company.
On March 28, 2013, Pala purchased 158,845,081 common shares of the Company pursuant to the exercise
of its basic subscription privilege in full under the Company’s rights offering. In addition, Pala purchased
88,762,232 common shares of the Company pursuant to a standby commitment provided as part of the rights
offering.
As a result of this transaction, Pala owns and controls, directly or indirectly,569,813,827 common shares of
the Company and 54,166,667 share purchase warrants to purchase common shares of the Company (note
15(d)).
During the year ended December 31, 2016, the Company accrued $0.6 million payable to Pala for advisory
fees and traveling costs reimbursements. In 2015 the Company paid $0.2 million in advisory fees and traveling
costs reimbursements to Pala.
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21. Segment information:
The Company conducts its business as a single reportable operating segment, being the exploration and
development of mineral properties in Vietnam. Geographical information is as follows:
December 31, 2016
Revenue
Interest income
Net loss for the
year

$

Vietnam

3,902

$ 39,219,494
130,793

Other

Total

-

$ 39,219,494
134,695

$

(2,094,622)

(11,460,160)

2,460,011

41,296
2,202,005

2,962,169

41,296
7,624,185

Canada

Vietnam

Other

Total

654

$ 74,753,199
43,294

-

$ 74,753,199
43,948

Non-current assets
Total assets

December 31, 2015
Revenue
Interest income
Net loss for the
year

Canada

$

(1,186,989)

Non-current assets
Total assets

170,454

(304,910)

$

(13,859,692)

(45,822,165)

(198,625)

(47,207,779)

10,350,893
28,713,520

298,399
397,848

10,649,292
29,281,822

22. Supplemental cash flow information:
2016
Supplemental information:
Interest received

$

Non-cash operating, financing and investing transactions:
Transfer from construction-in-progress to PPE
Shares issued in lieu of cash in payment of directors fees
Shares issued in lieu of cash in payment of bonus
Movement from share-based payments reserve to deficit
for forfeited options
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134,695

2015

$

45,862

468,790

3,437,209
27,500
-

35,162

106,061
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23. Financial risk management:
(a) Credit risk:
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet
its contractual obligations. The Company is subject to credit risk on the cash balances at the bank, its shortterm guaranteed investment certificates and accounts receivable. The majority of the Company’s cash
balances are held with major Canadian banks and in the view of the Board are considered trustworthy. A
portion of funds are held with the ANZ Vietnam Bank Limited which is a creditworthy international bank. The
Company only deals with reputable financial institutions and regularly assesses international exposure and
market risk. The Company has a small investment in Canadian based banking institutions, authorized under
the Bank Act to accept deposits, which may be eligible for deposit insurance provided by the Canadian Deposit
Insurance Corporation. As at December 31, 2016, the Company had trade receivables of $0.6 million and
other prepaid and receivables of $1.3 million which are not considered past due. The Company’s accounts
receivables comprise receivables on the sale of nickel concentrate with all sales made to Jinchuan Group
Limited and due to the nature of the customer, the Board does not consider there to be any significant credit
risk for receipt of revenues, which are paid within 30 days and value added tax receivables refundable by the
Vietnamese government within 12 months.
(b) 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 has in place a planning and budgeting process to aid in determining the funds required to support
normal operating requirements on an ongoing basis, including its capital development and exploration
expenditures. As at December 31, 2016, the Company had cash and cash equivalents of $5.5 million
(December 31, 2015 - $5.7 million) and accounts payable and accrued liabilities of $7.8 million (December
31, 2015 - $15.0 million).
(c) Market risk:
The Company’s primary market risks include changes in foreign exchange and interest rates on financial
instruments in other than Canadian dollars. At December 31, 2016, the Company had no hedging agreements
in place with respect to metal prices or exchange rates.
(i)

Currency risk:
The Company is exposed to the financial risks related to the fluctuation of foreign exchange rates. The
Company has offices in Canada and Vietnam and holds cash in Canadian, United States, Vietnamese
and Australian currencies in line with forecasted expenditures. A significant change in the currency
exchange rates between the Canadian dollar relative to the US dollar, Vietnamese dong and Australian
dollar could have an effect on the Company’s results of operations, financial position or cash flows.
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23. Financial risk management (continued):
(c) Market risk (continued):
(i)

Currency risk (continued):
At December 31, 2016, the Company is exposed to currency risk through the following assets and
liabilities denominated in US dollars:
2016
Cash and cash equivalents
Accounts receivable
Accounts payable and accrued liabilities

2015

US$

4,026,702
1,876,380
(4,278,982)

US$

4,084,307
3,082,585
(9,351,635)

US$

1,624,100

US$

(2,184,743)

$

2,180,586

$

(3,023,866)

Canadian dollar equivalent (year-end)

A 10% appreciation of the Canadian dollar against the US dollar at December 31, 201 would decrease
net loss by $218,059 for the year-ended December 31, 2016 (2015 – increase net income by $302,387).
At December 31, 2016, the Company is exposed to currency risk through the following assets and
liabilities denominated in Vietnamese Dong:
2016
Cash and cash equivalents
Accounts receivable

Canadian dollar equivalent (year-end)

2015

VND

757,120,070
-

VND

VND

757,120,070

VND 29,470,385,366

$

44,670

$

504,492,693
28,965,892,673

1,827,167

A 10% appreciation of the Canadian dollar against the Vietnamese Dong at December 31, 2016 would
result in an increase to net loss of $4,467 for the year-ended December 31, 2016 (2015 – increase net
income by $182,717).
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23. Financial risk management (continued):
(c) Market risk (continued):
(i)

Interest rate risk:
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.
The Company’s cash and cash equivalents attract interest at floating rates and have maturities of 90 days
or less. The interest is typical of Canadian banking rates, which are at present historically low; however,
the Company’s conservative investment strategy mitigates the risk of deterioration to capital invested. A
change of 100 basis points in the interest rate would not be material to the consolidated financial
statements.

(ii) Commodity price risk:
Nickel, copper and cobalt prices have historically fluctuated significantly and are affected by numerous
factors outside of the Company’s control, including, but not limited to, industrial and retail demand, central
bank lending, forward sales by producers and speculators, levels of worldwide production, short-term
changes in supply and demand due to speculative hedging activities and certain other factors. The
Company has not engaged in any hedging activities to reduce its exposure to commodity price risk.
Revenue from the sale of concentrates is based on prevailing market prices which is subject to
adjustment upon final settlement. For each reporting period until final settlement, estimates of metal
prices are used to record sales. At December 31, 2016, there are 316 tonnes of nickel, 107 tonnes of
copper and 5 tonnes of cobalt which do not have a final settlement price and the estimated revenues
have been recognized at current market prices.
(d) Financial assets and liabilities:
As at December 31, 2016, the carrying and fair values of our financial instruments by category are as follows:

Loans and
receivables
$

Financial
liabilities
$

Carrying
value
$

Fair value
$

Less than
1 year
$

1 to
3
years
$

Financial assets
Cash and cash equivalents

5,457,346

-

5,457,346

5,457,346

5,457,346

-

Accounts receivable and
prepaid expenses

1,792,785

-

1,792,785

1,792,785

1,792,785

-

Total financial assets

7,250,131

-

7,250,131

7,250,131

7,250,131

-

Financial liabilities
Trade payables and
accrued liabilities

-

7,765,056

7,765,056

7,765,056

7,765,056

-

Total financial liabilities

-

7,765,056

7,765,056

7,765,056

7,765,056

-
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23. Financial risk management (continued):
(e) Fair value:
All financial instruments measured at fair value are categorized into one of three hierarchy levels, described
below, for disclosure purposes. Each level is based on the transparency of the inputs used to measure the
fair values of assets and liabilities:
•

Level 1 - Values based on unadjusted quoted prices in active markets that are accessible at the
measurement date for identical assets and liabilities.

•

Level 2 - Values based on quoted prices in markets that are not active or model inputs that are observable
either directly or indirectly for substantially the full contractual term of the asset or liability.
The Company determines the fair value of provisional sales and the embedded derivative related to
its trade receivables based on the quoted forward commodity price obtained from the London Metals
Exchange. The embedded derivative related to trade receivables is therefore classified as a Level 2
financial asset.

•

Level 3 - Values based on prices or valuation techniques that require inputs that are both unobservable
and significant to the overall fair value measurement.

The carrying values of cash and cash equivalents, accounts receivable and accounts payable and accrued
liabilities approximate their respective fair values due to the short-term nature of these instruments.
The Company has no financial assets or liabilities included in Level 1 or 3 of the fair value hierarchy.
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24.

Income tax:
The Company’s income tax recovery differs from the amounts computed by applying the Vietnam statutory rate of
20% (2015 – 22%) as follows:
2016

2015

Net loss for the year before income tax

$ (13,859,692)

$

(47,207,779)

Expected tax recovery
Difference in tax rates between jurisdictions
Change in unrecognized deferred tax assets
Other
Change in future tax rate on opening temporary differences
Deferred income tax recovery

$

$

10,385,711
789,628
(10,817,918)
(274,445)
(82,976)
-

$

2,771,938
685,499
(3,387,889)
(69,548)
-

$

Unrecognized deferred tax assets:
Deferred financing costs
Mineral property interest and plant and equipment
Provision for site closure and reclamation
Inventory
Other
Net operating losses:
Vietnam
Canada

$

$

32,743
11,224,828
432,988
341,419
359,195
13,052,970
4,715,652
30,159,795

$

$

103,062
11,044,406
209,312
24,870
10,397,452
4,397,133
26,176,235

As at December 31, 2016, the Company had tax losses of:
Tax loss

Expire between

Canada
Vietnam

$ 17,794,913
$ 65,264,850

2017 and 2037
2017 and 2021

At December 31, 2016, the Company had deductible temporary differences other than tax losses of $61,915,718
(2015 -$56,766,162) for which deferred tax assets have not been recognized because it is not probable that future
taxable profits will be available against which the Company can utilize the benefits.
There is no taxable temporary difference with respect to investments in subsidiaries that has not been recognized
as at December 31, 2016.
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25. Non-controlling interest:
BPNM was originally owned 70% by the Company, with the remaining 30% owned by the Vietnamese Government,
20% through Mineral Development Company (“Mideco”), an agency of the Ministry of Heavy Industry of Vietnam
and 10% through Son La Mechanical Engineering Company, a company owned by the People’s Committee of the
Province of Son La, which was privatized and renamed Son La Mechanical Engineering Joint Stock Company
(“Coxama”). On July 12, 2006, the Company acquired a 20% interest in BPNM from Mideco by paying
US$2,500,000, thereby increasing its ownership interest to 90%. All funding for BPNM to continue exploration,
development and construction of the Ban Phuc project were fully funded by the Company through intercompany
loan agreements and a bank term loan. The 10% non-controlling interest of Coxama is presented separately in
the Company’s balance sheet and statement of operations and comprehensive income (loss).
26. Capital management:
The Company manages its capital structure and makes adjustment to it, in order to have the funds available to
support its exploration, development and other activities. The adequacy of the capital structure is assessed on an
ongoing basis and adjusted as necessary after taking into consideration the Company’s strategy, the metals
markets, the mining industry, economic conditions and the associated risks. The Company utilized a combination
of equity and debt financing for the final development funding of the Ban Phuc mine. The Company’s capital
management approach is reviewed on an ongoing basis. The Company is not subject to externally imposed capital
requirements.
27. Contingencies:
The Company is disputing the right of a former director and a company controlled by the director, to a 0.25% gross
royalty on the Company’s share of smelter proceeds or other sale of product (less royalties), derived from the
BPNM joint venture. The probability of successful defense is undeterminable and no provision has been made in
the consolidated financial statements.

35

