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LYDIAN INTERNATIONAL LIMITED
MANAGEMENT’S DISCUSSION AND ANALYSIS
The following is management’s discussion and analysis (“MD&A”) of the consolidated financial
condition and results of operations of Lydian International Limited (“Lydian” or the “Corporation”)
for the three and six month periods ended June 30, 2015 (“H1 2015”) and are dated August 12,
2015. This MD&A should be read in conjunction with the Corporation’s unaudited condensed
consolidated financial statements and the notes thereto as of June 30, 2015. All financial
information has been prepared in accordance with IAS 34 Interim Financial Reporting as issued by
the International Accounting Standards Board (“IFRS”). All monetary figures are expressed in
United States dollars unless otherwise indicated. Canadian dollars are referred to as “C$”.
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
Certain statements contained in this MD&A constitute forward-looking statements, as such term
is defined under applicable securities laws. These statements relate to future events or future
performance and reflect management’s expectations and assumptions regarding the growth,
results of operations, performance, and business prospects and opportunities of the Corporation.
All statements other than statements of historical fact are forward-looking statements. The use
of any of the words “anticipate”, “plan”, “continue”, “estimate”, “expect”, “may”, “intend”, “will”,
“project”, “could”, “believe”, “predict”, “potential”, “should” or the negative of these terms or
other similar expressions are intended to identify forward-looking statements. These statements
involve known and unknown risks, uncertainties and other factors that may cause actual results,
performance, achievements or events to differ materially from those anticipated, discussed or
implied in such forward-looking statements. The Corporation believes the expectations reflected
in such forward-looking statements are reasonable but no assurance can be given that these
expectations will prove to be correct and such forward-looking statements included in this MD&A
should be considered carefully and investors should not place undue reliance on them as the
Corporation cannot assure investors that actual results will be consistent with these forwardlooking statements. These statements speak only as of the date of this MD&A. Such statements
are based on a number of assumptions which may prove to be incorrect, including, but not limited
to, assumptions about:
•
•
•
•
•
•
•
•
•
•

general business and economic conditions;
the supply and demand for, deliveries of, and the level and volatility of prices of gold and
other precious metals;
the timing of the receipt of any outstanding regulatory and governmental approvals for
the Corporation’s projects;
the ability to meet environmental and social standards and expectations;
the availability of financing for the Corporation’s development of its properties on
reasonable terms;
the ability to procure equipment and operating supplies in sufficient quantities and on
reasonable terms and on a timely basis;
the ability to attract and retain skilled staff;
exploration and development timetables;
capital expenditure and operating cost estimates;
market competition; and
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•

the accuracy of the Corporation’s resource estimates (including, with respect to size,
grade and recoverability) and the geological, operational and price assumptions on which
they are based.

These forward-looking statements involve risks and uncertainties relating to, among other things,
exploration and development risks, changes in commodity and, particularly, gold prices, access to
skilled mining personnel, results of exploration and development activities, costs and
effectiveness or operations, uninsured risks, regulatory changes, defects in title, availability of
materials and equipment, timeliness of government approvals and unanticipated environmental
impacts on operations. Actual results may differ materially from those expressed or implied by
such forward-looking statements. Factors that could cause actual results to differ materially
include, but are not limited to, the risk factors referenced in this MD&A. Investors should not
place undue reliance on forward-looking statements as the plans, assumptions, intentions or
expectations upon which they are based might not occur. The Corporation cautions that the
foregoing list of important factors is not exhaustive. The forward looking statements contained in
this MD&A are expressly qualified by this cautionary statement. The Corporation does not
undertake any obligation to publicly update or revise any forward-looking statements except as
expressly required by applicable securities law. See “Forward- Looking Statements” in the Annual
Information Form and other filings available on SEDAR at www.sedar.com.
Cautionary Note to United States Investors Concerning Estimates of Measured, Indicated and
Inferred Resources: This MD&A uses the terms “Measured”, “Indicated” and “Inferred”
Resources. United States investors are advised that while such terms are recognized and required
by Canadian regulations, the U.S. Securities and Exchange Commission (“SEC”) does not recognize
them. “Inferred Mineral Resources” have a great amount of uncertainty as to their existence and
as to their economic and legal feasibility. It cannot be assumed that all or any part of an Inferred
Mineral Resource will ever be upgraded to a higher category. Under Canadian rules, estimates of
Inferred Mineral Resources may not form the basis of feasibility or other economic studies. United
States investors are cautioned not to assume that all or any part of Measured or Indicated Mineral
Resources will ever be converted into Mineral Reserves. United States investors are also
cautioned not to assume that all or any part of an Inferred Mineral Resource exists, or is
economically or legally mineable.
COMPANY DESCRIPTION
Lydian is an emerging gold developer, focusing on its 100% owned Amulsar Gold Project. Amulsar
is a compelling opportunity for a large scale, low cost operation utilizing open pit mining and
conventional heap leach processing. It will be Armenia’s largest gold mine, with estimated mineral
resources containing 3 million measured and indicated ounces and 2 million inferred ounces. Gold
production is targeted to average 200,000 ounces annually over a 10 year mine life, with
additional upside from existing mineral resources and open extensions.
Q2 2015 HIGHLIGHTS
Improved Economics to Feasibility Study – The Corporation completed an updated National
Instrument 43-101 (“NI 43-101”) feasibility study in May 2015, (the “Updated Technical Report”)
outlining changes to its current Amulsar mine design in order to take advantage of recent
legislative changes in Armenia regarding ramp gradients and incorporating updated operating
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metrics. The results indicated in the Updated Technical Report reflect anticipated, revised and
improved project economics due to a significant reduction in expected operating costs of $83
million and a reduction in expected mining capital expenditures of $3 million for a total expected
savings of approximately $86 million.
Value Engineering – In Q2 2015, the engineering programs focused on testing and analysis of a
number of opportunities to improve Amulsar economics. Consideration was primarily directed
toward opportunities to reduce capital costs and to identify other areas where operating cost
improvements may be further realized. This included incorporating the recent legislative changes by
the Republic of Armenia regarding ramp gradients, reconfiguring the crushing plant, conveyor belt
design revisions, and refinements to the site layout. The possibility of moving from self-mining to
contract mining is also under review.
Project Planning – Project planning activities continue with focus on developing health and safety
management systems, implementing management plans around health and safety, contractor
management, defining contract package alternatives and establishing the framework for project
management systems and controls.
Land Acquisition – The Corporation continued negotiations with private land owners to acquire
surface rights within the Amulsar project footprint. Nearly all the land necessary for the heap
leach facility (“HLF”) has been acquired with completion expected by the end of the year.
RECENT DEVELOPMENTS
Amulsar Gold Project – Project Update
With completion of the Updated Technical Report, the Corporation started a number of preconstruction work programs during H1 2015. Focus was directed at de-risking activities, including
economic optimization, construction planning and controls, land acquisition, and ongoing
environmental and social initiatives.
Recent legislative changes by the Republic of Armenia led to a revised mine design using increased
haul road gradients which demonstrated improved economics. The Corporation plans to
implement changes identified in its current mine design that will reduce operating costs over the
life of mine on the order of $83 million and improve initial capital expenditures by $3 million.
Management continues to evaluate potential opportunities to further improve project
economics. This value engineering program is focusing on opportunities to reduce capital costs
without adversely affecting operating costs. Optimization evaluations for the crushing circuit
indicate potential reductions in both capital and operating costs that are to be verified and
quantified through ongoing metallurgical test work. Changing primary crushing equipment from
a gyratory to a jaw crusher and utilization of fewer, but larger, secondary and tertiary cone
crushers in a modified closed circuit configuration is expected to improve the plant’s capabilities
for processing Amulsar’s friable ore types. The evaluation of utilizing contract mining is being
advanced with the goal of completing a comparison later this year.
Early planning and other pre-construction activities were initiated during H1 2015. An initial
project execution plan was developed, which will serve as a working document for managing
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project design and construction activities. This document will evolve as Amulsar construction
proceeds. Along with this planning, an initial framework for project controls was developed,
including work and cost breakdown structures. Consideration of contracting strategies and vendor
appraisals was started and is continuing.
Land acquisition for private land parcels where the HLF and other plant facilities will be situated
is more than 90% complete at the end of H1 2015 and it is anticipated that this process will
continue through the end of 2015. Certain other lands will be leased during the life of mine along
the route of the overland conveyor and mine access roads. Negotiations regarding surface rights
to be leased will start in late 2015 or early 2016.
The Environmental and Social Impact Assessment (“ESIA”) was publically disclosed in late H1 2015.
The ESIA is an important document and will be a cornerstone for developing international best
practices and adhering to the requirements of two of the Corporation’s strategic investors, the
International Finance Corporation (“IFC”) and the European Bank of Reconstruction and
Development (“EBRD”). Public consultation meetings were held during July 2015. Ongoing
environmental measures implemented by the Corporation include air and water monitoring
baseline sampling programs, and biodiversity studies. Management also continues community
support activities in Armenia.
Kela Project - Project Update
In Q2 2015 there was no activity or expenditures associated with the early stage gold prospect
known as the Kela Project in the Guri region of the Ozurgeti province in Georgia.
BUSINESS OVERVIEW
The Corporation was incorporated under the Business Corporations Act (Alberta) on February 14,
2006. By articles of amendment dated December 12, 2007, the then outstanding shares of the
Corporation were consolidated on the basis of two post-consolidation shares for each three preconsolidation shares and the Corporation changed its name from “Dawson Creek Capital Corp.”
to “Lydian International Limited”. By certificate of continuance effective December 12, 2007
pursuant to the Companies (Jersey) Law 1991, the Corporation was continued under the laws of
Jersey from the Province of Alberta. The registered office of Lydian is located at Suite 3, 5/6
Esplanade, St. Helier, Jersey, JE2 3QA, Channel Islands. The administrative office, which operates
through Lydian U.S. Corporation, is located at 7000 South Yosemite Street, Suite 201, Centennial,
Colorado, 80112, USA. The Corporation also has a local office at 37 Hanrapetutyan Street, 4th floor,
Yerevan 0010, Republic of Armenia. The Corporation’s Ordinary Shares began trading on the
Toronto Stock Exchange (“TSX”) on January 10, 2008 under the symbol “LYD”.
The Corporation is a gold-focused mineral development Corporation pursuing large, high-quality
resources in emerging and transitional geopolitical regions. The Corporation’s main project is the
Amulsar Gold Project, a gold development-stage project located in the Republic of Armenia. The
Updated Technical Report outlines a mine development and construction plan designed at
achieving average production of approximately 200,000 ounces of gold per year.
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The Corporation’s strategy is to implement mine development and construction plans for the
Amulsar Gold Project as described in the Updated Technical Report and to transition to a gold
producer. To this end, the Corporation is seeking additional funds to carry out its near-term
planned work programs, as described below, and the project financing necessary to fully complete
its mine development and construction plans for the Amulsar Gold Project.
In addition, the Corporation holds a combined exploration-mining license covering the Kela
Project. At the present time, the Kela Project does not comprise a material aspect of the
Corporation’s business.
SELECTED FINANCIAL INFORMATION
The following is selected information for the three and six month periods ended June 30, 2015
and 2014.
For the three months ended June 30,
2015
2014
Interest income
Total expenses
Net loss
Net loss per share (basic and diluted)

$

$

4,431
2,117,492
(2,113,061)
(0.01)

$

$

23,886
2,859,490
(2,835,604)
(0.02)

For the six months ended June 30
2015
2014
$

$

14,810
3,899,903
(3,885,093)
(0.02)

$

$

58,889
4,543,067
(4,484,178)
(0.03)

During H1 2015 and H1 2014, the Corporation had no revenues other than interest income from
bank deposits.
For Q2 2015, the Corporation recorded a net loss of $2.1 million ($0.01 per share) compared to
$2.8 million ($0.01 per share) during the corresponding period in 2014, a decrease of $.7 million.
The reduction in loss is due to lower salaries and share-based compensation in 2015 of $.83 million
associated with one-time severance and share-based compensation to executives in 2014, lower
attorneys and accountant fees of $.05 million in 2015, a net reduction in foreign exchange of $.82
million, offset by an increase in other losses of $.97 million related to unauthorized cash
transactions as noted below.
During Q2 2015, a breach of internet banking security at one of the Corporation’s banks resulted
in a series of unauthorized cash withdrawals occurring from one of the Corporation’s accounts. A
portion of the funds were recovered and returned to the Corporation, but $970,000 remained
unaccounted for as of June 30, 2015 and is recorded as other losses. This amount represents a
contingent asset, which is not recognized as an asset under IFRS (the “Contingent Asset”).
Recoveries of the Contingent Asset will be recognized and credited to other (gains) losses, net
when recovery is deemed virtually certain. Some such recoveries have been achieved.
For H1 2015, the Corporation recorded a net loss of $3.9 million ($0.01 per share) compared to
$4.5 million ($0.03 per share) during the corresponding period in 2014, a decrease of $0.6 million.
The reduction in loss is due to lower salaries and share-based compensation in 2015 of $0.8 million
associated with one-time severance and share-based compensation to executives in 2014, lower
General and Administrative costs of $0.3 million in 2015 related to a one-time executive search
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fee incurred in 2014, a net reduction in foreign exchange of $0.5 million, offset by an increase in
other losses of $1.0 million related to the Contingent Asset.
Other than the loss associated with the unauthorized breach of the Corporation’s bank account
in Q2 2015, there are no extraordinary transactions. There is no income tax expense.
Summary of Balance Sheet Data
The following table summarises the Corporation’s financial position:
June 30, 2015
Cash and Short-term Investments
Other Current Assets
Property Pland & Equipment, net
Exploration and Evaluation Asset
Other Non-current Assets
Total Assets
Current Liabilities
Non-current Liabilities
Total Equity
Total Liabilities and Equity

$

$
$

$

December 31, 2014

13,427,808
581,121
5,621,705
62,780,312
3,666,536
86,077,482

$

11,048,339
1,059,576
2,433,329
58,921,727
3,208,310
76,671,281

1,079,675
346,535
84,651,272
86,077,482

$
$
$
$

1,577,426
344,754
74,749,101
76,671,281

$

Cash and short-term investments of the Corporation increased by $2.4 million as a result from the
net proceeds of the 2015 Offering and the IFC Private Placement, offset by operating and investing
uses of cash throughout H1 2015 as set out in the Corporation’s statement of cash flows for H1
2015 and discussed below.
For H1 2015, the net balance in property, plant and equipment increased by $3.2 million. This
resulted from $3.5 million expended for acquisitions of surface rights in the footprint the Heap
Leach Facility and the Adsorption-Desorption-Regeneration plant ($3.5 million) offset by normal
charges to depreciation.
The Corporation’s exploration and evaluation assets increased by approximately $3.9 million
during H1 2015. Approximately $3.3 million was invested in the Amulsar Gold Project through
technical services (value engineering and optimization efforts, metallurgical testing, and
development of the project execution plan), ESIA studies, salaries, land and equipment rentals,
and other related expenditures. Additionally, depreciation of $0.36 million was capitalized to
Amulsar and there were foreign currency translation gains (net) of $0.24 million across both the
Amulsar Gold Project and the Kela Project. A translation gain was realized as the Armenian dram
strengthened slightly against the U.S. dollar. During H1 2015 there were no additions to the Kela
Project. Changes in foreign currency translation gain are recorded directly to other
comprehensive income and have no effect on cash.
During H1 2015, the Corporation’s current liabilities decreased by $.5 million due to payment of
deferred VAT related to the importation of equipment in 2012 of $0.4 million and payment of
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2014 bonuses in Q1 2015, offset by an increase in accounts payable in Q2 2015 associated with
on-going engineering efforts.
Equity increased during H1 2015 due to the $14.2 million in proceeds from the 2015 Offering and
the IFC private placement, share-based compensation, offset by share issuance costs of $1.1
million and a comprehensive loss of $3.6 million.
Summary of Cash Flows
The following table is a summary of cash flows:
For the six months ended June 30,
2015
2014 (restated)
$
(3,863,822)
$
(3,648,166)

Cash used in operations
Cash used in investing activities

(5,293,888)

(3,467,799)

Cash generated from financing activities

13,142,107

18,874,821

3,984,397

11,758,856

Increase in cash and cash equivalents
Foreign exchange effect on cash

(4,928)

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

339,318

9,448,339

8,549,127

13,427,808

20,647,301

Cash used in operations for H1 2015 increased by $0.2 million over the same period in 2014 due
to the changes in net loss as noted above and through the reduction of current liabilities
associated with payment of VAT related to a 2012 purchase of equipment.
Cash used in investing activities increased by approximately $1.8 million in H1 2015 versus the
same period in 2014 primarily related to costs associated with advancing the Amulsar Gold
Project, such as surface right acquisition, value engineering, optimization and project execution
plan development and ESIA finalization offset by the maturity of a short term investment.
Cash from financing activities in H1 2015 relate to the net proceeds from the 2015 Offering and
the IFC private placement of $13.2 million versus $16.2 million of net proceeds from a bought deal
transaction and two private placements with the Corporation’s strategic partners in 2014.
For reporting periods commencing from the year ended December 31, 2014, the Corporation
elected to change the presentation in the Statements of Cash Flows to reflect the more widely
used “indirect method” of reporting cash flows. Accordingly, the Statement of Cash Flows for the
six month period ended June 30, 2014 was restated to provide comparability with the Statement
of Cash Flow for the year ended December 31, 2014. In addition to restating the H1 2014 cash
flows for comparability, an error in allocation between operating cash flow and the foreign
exchange effect on cash was corrected. Cash used in operations was increased by $0.6 million and
loss from foreign exchange effect on cash decreased by $0.6 million. These changes had no impact
on financial position, net loss, comprehensive loss or financing and investing cash flows previously
presented.
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Exploration and evaluation assets
Exploration and evaluation assets include the cost of mineral licenses as well as costs incurred
directly in exploration and evaluation.
The cumulative amounts of such costs as of June 30, 2015 and December 31, 2014 were:

Project
Amulsar Gold Project - Armenia

June 30, 2015
$

Kela Project – Georgia
Total

62,328,075

December 31, 2014
$

58,376,135

452,237
$

62,780,312

545,592
$

58,921,727

Expenditures for exploration and evaluation assets are recorded in the Corporation’s accounts in
Armenian drams for the Amulsar Gold Project and in Georgian lari for the Kela Project. Both
currencies are translated to U.S. dollars for financial statement presentation purposes.
During H1 2015, the increase in the Amulsar Gold Project of $3.9 million, includes approximately
$0.3 million as a result of translation exchange rate differences. During H1 2015 the Armenian
dram gained slightly in value towards other currencies including the U.S. dollar. During H1 2015,
the Corporation did not invest in the Kela Project and the U.S. dollar strengthened against the
Georgian lari, resulting in a reduction in the exploration and assets balance of approximately $0.1
million. There was no impact on the Corporation’s working capital resulting from these
translations for reporting purposes.
The following table represents expenditures capitalized at the Amulsar Gold Project during H1
2015 and the corresponding period in 2014:

For the six months ended June 30,
2015
2014
Project development
Capitalized salaries
Land rents
Consultants fees
Capitalized depreciation and amortization
Consumables, Rents, Mainteanance, Other
State duties and fees

$

$

2,191,744
441,158
488,590
8,310
361,092
104,654
21,153
3,616,701

$

$

2,431,911
350,948
505,645
103,521
432,619
197,320
24,412
4,046,376

Project development expenditures for H1 2015 included pre-construction activities, value
engineering to identify possible improvements to project economics, construction planning,
developing a framework for project controls, metallurgical testing and vendor appraisals were
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among the key work programs. By contrast, work programs for the corresponding period of 2014
included initial technical studies and design work for the 2014 Technical Report that was
ultimately completed in October 2014.
SUMMARY OF QUARTERLY RESULTS
The following is a summary of results from the Corporation’s eight most recently completed
quarters:
(2,113,061)
(0.01)

$
$
$

Q2 2014
Net Sales
$
Net loss
$
Net loss per share (basic and diluted $

(1,772,032)
(0.01)

$
$
$

$
$
$

(1,648,574)
(0.01)

(2,835,604)
(0.02)

$
$
$

$
$
$

(2,451,663)
(0.02)

(1,686,501)
(0.01)

Q3 2013

Q4 2013

Q1 2014

(2,835,604)
(0.02)

Q3 2014

Q4 2014

Q1 2015

Q2 2015
Net Sales
$
Net loss
$
Net loss per share (basic and diluted $

$
$
$

(1,988,296)
(0.01)

The Corporation’s net losses are not significantly impacted by seasonality.
OUTSTANDING SHARE DATA
A summary of outstanding shares and option is set out below.

Ordinary Shares
Stock options

August 12, 2015
184,632,587
7,200,000

As of
June 30, 2015
184,632,587
7,200,000

December 31, 2014
152,153,926
5,650,000

The Corporation has one class of shares, being Ordinary Shares.
LIQUIDITY AND CAPITAL RESOURCES
Working capital of as of June 30, 2015 was $12.9 million compared to $10.5 million as of December
31, 2014. The Corporation’s principal source of liquidity as of June 30, 2015 was cash of $13.4
million compared to $11.0 million as of December 31, 2014. This increase in the cash was primarily
the result of net proceeds received totaling $13.2 million from issuances of Ordinary Shares during
the first quarter of 2015, reduced by cash used to advance the Amulsar Gold Project and general
corporate purposes. Most notably, cash expended during H1 2015 for land acquisition totaled
$3.3 million and $3.6 for other Amulsar Gold Project costs.
Historically, the Corporation has used net proceeds from issuances of Ordinary Shares to provide
sufficient funds to meet its near-term exploration and development plans and other contractual
obligations when due. However, construction of the Amulsar Gold Project will require substantial
additional capital resources. This includes near-term funding and commitments for additional
funding to support project construction and other costs.
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At the outset of 2015, management developed pre-construction work programs targeted for
completion by the end of year. The intent of these programs, if fully funded, was to prepare the
Corporation for construction and financing activities. Estimated costs of these programs were:
Work Programs
(In Millions)
$8.8
1.4
5.6
1.2
2.0
2.0
7.0
$28.0

Planning, engineering and early works
Drilling
Land acquisition
Land access and rental
Environmental & social
Debt financing
General corporate purposes

Fully advancing these programs was contingent upon sufficient funding. Working capital of $10.5
million at December 31, 2014 plus the $13.2 million of net proceeds from the financings
completed during Q1 2015 provided available working capital of $23.7 million. This was sufficient
to advance certain key programs, but not enough to complete all programs and maintain an
adequate working capital reserve at year end. Prioritized programs included:
•

Planning, engineering and early works – initial project execution planning, value
engineering to target a reduction in initial capital costs and operating costs, and
engineering to support an updated tehcnical report in accordance with NI 43-101 that
will reflect the outcomes of value engineering.

•

Drilling – geotechnical drilling in key potential infrastructure areas to support an updated
technical report in accordance with NI 43-101.

•

Land acquistion – acquisition of surface rights and livelihood restoration payments for
lands within the immediate project footprint.

•

Environmental & social – key biodiversity programs, including baseline studies, and
finalization of the ESIA and related public consultations.

•

Debt financing – advance with key potential funding sources, but defer mandate pending
outcome of value engineering.

•

General corporate purposes – continue to minimize.

Key programs that will be deferred pending completion of certain baseline studies and availability
of additional funding, including non-critical path earthworks activities and completing the
conversion of lands to industrial usage. See Use of Proceeds, below, for actual expenditures for
H1 2015. Potential sources of additional working capital to support 2015 work programs may
include issuances of additional Ordinary Shares, an alternative form of equity-linked security,
streaming or royalty transactions, or bridge debt financing. Should additional sources of working
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capital not be available, management will be required to further curtail and defer certain
activities.
Construction of the Amulsar Gold Project will require substantial additional capital. This will
include estimated initial capital costs of approximately $426 million, debt financing fees and
interest expense during construction, working capital and other reserves, cost overrun funding
and general corporate purposes until sustainable positive cash flows from operations can be
achieved. These requirements are currently beyond the Corporation’s available working capital
or its ability to source additional working capital solely through issuances of Ordinary Shares.
Management is presently pursuing a number of potential sources of construction funding to
supplement the equity component of the anticipated project financing. First, the Corporation is
seeking to reduce required initial capital costs and operating costs as a means to minimize the
remaining equity requirement. Thereafter, funding options under consideration include senior
secured project financing, subordinated debt, equipment-vendor financing, debentures,
streaming or royalty transactions, joint venture participation, use of a contract miner and several
other alternative funding sources. Management is evaluating various expressions of interest
which, if successfully implemented, would provide financing for approximately 80% of anticipated
project funding.
Additional information relating to liquidity and capital resources is discussed in the Corporation’s
MD&A for the three month period ended March 31, 2015 and the year ended December 31, 2014,
which are available on SEDAR at www.sedar.com.
The time periods and the Corporation’s costs related to the milestones as set out above and other
estimates contained in studies or estimates or prepared by or for the Corporation may differ
significantly from those currently expected by the Corporation. There can be no assurance that
the actual time periods, access to sufficient funding and the Corporation’s actual costs with
respect these objectives will not be higher than currently expected.
While the Corporation believes it can accomplish its stated business objectives, participation in
the exploration for and development of mineral properties has a number of inherent risks. See
Additional Information and Risk Factors, below, and the Corporation’s MD&A for the year ended
December 31, 2014 for factors that may impact the timing and success of the Corporation’s
planned activities in connection with the Amulsar Gold Project.
The Corporation has made certain expenditure and timing commitments to the licensing
authorities for the Corporation’s projects. Should these expenditure targets not be met, the
applicable licenses will not automatically be forfeited, but any shortfall will be considered by the
applicable regulatory authority as a factor in whether to renew such licenses.
USE OF PROCEEDS
At the outset of 2015, the Corporation developed pre-construction work programs targeted for
completion during 2015. These work programs reflect updated plans and related expenditures,
and are estimated to total $28.0 million as described above in Liquidity and Capital Resources. To
partially fund these work programs, the Corporation completed the 2015 Offering and the IFC
Private Placement during Q1 2015. The stated use of proceeds from the 2015 Offering were set
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out in the prospectus dated January 28, 2015 (“2015 Prospectus”). The table below provides a
comparison of the use of proceeds from 2015 Prospectus to the actual use of proceeds during H1
2015.
2015
Prospectus
(In Millions)
$
3.5
1.4
5.5
0.6
0.8
1.0
$
12.8

Planning, engineering and early works
Drilling
Land acquisition
Land access and rental
Environmental & social
Debt financing

2015
Actual
(In Millions)
$
1.6
0.1
3.3
0.5
0.7
0.2
$
6.4

During H1 2015, the Corporation carried out its work programs within the context of the use of
proceeds set out above and funded other expenditures for general corporate purposes from
working capital available at December 31, 2014. Generally, actual use of proceeds in H1 2015 were
in line with the proposed use of proceeds set out in the 2015 Prospectus. However for the
remainder of the year, costs have shifted between land acquisition costs and planning,
engineering and early works. Land acquisition costs will be approximately $1.8 million less than
in the Prospectus as the cost to convert the land to industrial use will be deferred until 2016.
Costs for construction planning, and front end engineering have accelerated in 2015 and drilling
costs will be lower than anticipated as Management has concluded that its planned metallurgical
drilling program for 2015 will be approximately $1.0 million less than the $1.4 million drilling
program as originally envisaged.
LYDIAN INTERNATIONAL LIMITED IN ARMENIA
Summary of payments to the Armenian State Budgets and local community governments (1)
The following information is provided as part of an initiative by Publish What You Pay (a global
civil society coalition) to achieve transparency of oil, gas and mining Corporation payments to
agencies and representatives of those governments as a first step towards a more accountable
system for the management of natural resources.
For the three months ended June 30,

State duty on mining and explortion license

$

131

For the six months ended June 30,

2014

2015
$

(45)

2015
$

21,179

2014
$

24,412

Income tax withheld from employee

329,764

98,073

457,808

160,258

Land rent

231,344

189,640

472,357

397,942

Other taxes

416,366

12,699

425,972

23,633

$

(1)

977,605

$

300,367

$

1,377,316

$

606,245

The amounts above were paid in Armenian drams, and converted to US$ using the quarter average exchange rate for this
report.

FINANCIAL AND OTHER INSTRUMENTS
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The Corporation’s financial instruments consist of cash and cash equivalents, short-term
investments, other receivables, the rehabilitation prepayment, and accrued liabilities and
accounts payable. The fair value of the financial assets and financial liabilities approximates their
carrying value. The Corporation’s exposure to changes in market interest rates, relates primarily
to the Corporation’s earned interest income on cash deposits and short term investments. The
Corporation maintains a balance between the liquidity of cash assets and the interest rate return
thereon. The carrying amount of financial assets, net of any provisions for losses, represents the
Corporation’s maximum exposure to credit risk. The Corporation does not engage in any hedging
activities.
SIGNIFICANT TRANSACTIONS, CONTRACTS AND OFF BALANCE SHEET ARRANGEMENTS
Significant contracts
During H1 2015, the Corporation began negotiations with private land owners for parcels of land
necessary for the construction of the Amulsar Gold Project. The Corporation is entering into
contractual arrangements for the purchase of land in accordance with the Corporation’s Land
Acquisition Livelihood and Restoration Plan.
Off balance sheet arrangements
On April 23, 2010, the Corporation purchased from Newmont Overseas Exploration Limited
(“Newmont”) all of Newmont’s interest in a joint venture between the Corporation and
Newmont, including all of Newmont’s interest in the Amulsar Gold Project. Consideration included
cash installment payments completed by October 2013 and a 3% Net Smelter Royalty (“NSR”)
payable to Newmont on all production. However, at any time prior to the date that is 20 days
following commencement of commercial production, the Corporation may at its option elect to
buy back the 3% NSR and instead pay to Newmont the aggregate sum of $20 million, without
interest, in 20 equal quarterly installments of $1 million commencing on the first day of the third
calendar month following the start of commercial production. Furthermore, the Corporation has
a one-time option prior to the commencement of commercial production to prepay these
quarterly installments in a single cash payment using an annual discount rate of 10%. This equates
to a single payment of approximately $15.7 million
These potential post production payment(s) do not constitute an “obligation or a constructive
obligation”, as the triggering event of commercial production has not yet occurred and is not
determinable at this time. Therefore, these potential payments are not accrued as liabilities in the
interim condensed Consolidated Statement of Financial Condition.
The Corporation does not have any other significant or off-balance sheet arrangements.
RISK FACTORS AND ADDITIONAL INFORMATION
The Corporation faces significant risks and uncertainties causing the mineral resource sector to
be highly speculative in nature. Many of these can have material and adverse effects on the
valuation of the Corporation’s securities, cash flows, financial condition, results of operations,
existing business activities, plans and prospects.
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Risk factors and additional information relating to the Corporation are discussed in the
Corporation’s Annual Information Form and other filings available on SEDAR at www.sedar.com.
RELATED PARTY TRANSACTIONS
Related parties include the Corporation’s Board of Directors, officers and key management
personnel, close family members and enterprises which are controlled by these individuals as well
as certain persons performing similar functions. The Corporation does not have any transactions
with related parties other than compensation as detailed in this section.
As an incentive mechanism to retain key management, compensation is structured to include
short-term incentives of salaries, bonuses, and benefits and long-term incentives in the form stock
options that vest over an extended time. The aggregate compensation awarded to related parties
for the periods indicated below was as follows:
Three months ended June 30,
2015
Salaries and benefits

$

Share-based compensation

319,408

2014
$

576,619

$

1,117,393

126,864
$

446,272

Six months ended June 30,
2015
$

540,774

612,626

2014
$

887,813

$

1,675,342

248,721
$

861,347

787,529

Share-based compensation relates to the portion of stock options that vested during the period.
During Q2 2015 stock options were granted to officers, directors and employees of the Company:
Date of grant
4/24/2015

Number of options
2,400,000

Exercise price
C$ 0.55 ($0.45)

Expiry
4/24/2020

CRITICAL ACCOUNTING ESTIMATES AND POLICIES AND ACCOUNTING CHANGES
The Corporation’s unaudited interim condensed consolidated financial statements were prepared
in accordance with International Accounting Standard (“IAS”) 34, Interim Financial Reporting. The
most significant accounting policies applied and changes in recent accounting pronouncements
are described in Note 2 and Note 3 to the Corporation’s consolidated financial statements for the
year ended December 31, 2014.
In applying the Corporation’s accounting policies, management undertakes a number of
judgments, estimates and assumptions about recognition and measurement of assets, liabilities,
income and expenses. Actual results may differ from the judgments, estimates and assumptions
made by management and will seldom equal the estimated results. The judgments, estimates and
assumptions applied in the interim financial period, including the key sources of estimation
uncertainty were based upon the same principles as those applied in the last annual financial
statements for the year ended December 31, 2014, taking into consideration changes in
circumstances that occurred during the interim period.
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The most significant critical judgment that members of management have made in the process of
applying the entity’s accounting policies and that have the most significant effect on the amounts
recognized in the interim condensed consolidated financial statements is the policy on exploration
and evaluation assets.
In particular, management is required to assess exploration and evaluation assets for impairment.
Note 7 to the accompanying unaudited interim condensed consolidated financial statements
discloses the carrying values of such assets. As part of this assessment, management must make
an assessment as to whether there are indicators of impairment. If there are indicators,
management performs an impairment test on the major assets within this balance.
The recoverability of exploration and evaluation assets is dependent on a number of factors
common to the natural resource sector. These include the extent to which the Corporation can
continue to renew its exploration and future development licenses with local authorities,
establish economically recoverable reserves on its properties, the availability of the Corporation
to obtain necessary financing to complete the development of such reserves and future profitable
production or proceeds from the disposition thereof. The Corporation uses the evaluation work
of professional geologists, geophysicists and engineers for estimates as outlined in the NI 43-101
technical report in determining whether to commence construction and production. These
estimates generally rely on technical data and economic assumptions, which in some instances
may not be correct, and could result in the expenditure of substantial amounts of money on a
deposit before it can be determined whether or not the deposit contains economically
recoverable mineralization.
The Corporation capitalizes costs associated with exploration and evaluation. Significant
judgment is exercised in determining when the exploration phase is complete and the mine
development phase commences. Consideration includes the completion of a feasibility study that
demonstrates technical and commercial viability. Additional consideration includes Board of
Directors approval.
The functional currency of the subsidiaries through which the Corporation conducts its operations
varies depending upon the primary economic environment in which they operate. Management
exercises judgment in determining the appropriateness of its functional currency. The primary
factors assessed in determining functional currency include the currency of revenues,
expenditures and inter-company arrangements as well as the currency in which cash and cash
equivalents are held.
Changes in accounting policies
The accounting policies applied in preparing the unaudited interim condensed consolidated
financial statements were based on applicable IFRS and interpretations effective as at January 1,
2015. There have been no changes from the accounting policies applied in the December 31, 2014
financial statements, except to change the presentation in the statements of cash flows to reflect
the more widely used “indirect method”. The change is described in Note 3 of the accompanying
unaudited interim condensed consolidated financial statements for the three and six month
periods ended June 30, 2015.
DISCLOSURE CONTROLS AND INTERNAL CONTROLS OVER FINANCIAL REPORTING
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Management is responsible for the design of disclosure controls and procedures (“DC&P”) to
provide reasonable assurance that all relevant information required to be disclosed by the
Corporation is accumulated and communicated to senior management as appropriate to allow
timely decisions regarding required disclosure. Management is also responsible for the design of
internal controls over financial reporting (“ICFR”) to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with IFRS.
The Corporation’s Chief Executive Officer and Chief Financial Officer have used the Committee of
Sponsoring Organizations of the Treadway Commission (“COSO”) 2013 framework to design the
Corporation’s DC&P and ICFR as of June 30, 2015. The Corporation’s Chief Executive Officer and
Chief Financial Officer have each evaluated the design of the Corporation’s DC&P and ICFR as of
June 30, 2015 and have concluded that these controls and procedures are adequately designed
to provide reasonable assurance that material information relating to the Corporation is made
known to them by others within the Corporation, and to provide reasonable assurance that
financial information is recorded, processed, summarized and reported in a timely manner.
Management of the Corporation was required to apply its judgment in evaluating the cost‐benefit
relationship of possible controls and procedures. The result of the inherent limitations in all
control systems means no evaluation of controls can provide absolute assurance that all control
issues and instances of fraud, if any, have been detected. In order to ensure that its disclosure is
reported in accordance with applicable requirements, the Corporation has implemented an
internal procedure that requires all of its press releases to be reviewed by counsel. There have
been no other significant changes in the Corporation’s ICFR that occurred during the quarter
ended June 30, 2015 that has materially affected, or is reasonably likely to materially affect, the
Corporation’s internal control over financial reporting.
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS
The information provided in this report, including the interim condensed consolidated financial
statements, is the responsibility of management. In the preparation of these statements,
estimates are sometimes necessary to make a determination of future values for certain assets or
liabilities. Management believes such estimates are based on careful judgments and have been
properly reflected in the Corporation’s interim condensed consolidated financial statements.
Management maintains a system of internal controls to provide reasonable assurance that the
Corporation’s assets are safeguarded and to facilitate the preparation of relevant and timely
information.
PUBLIC SECURITIES FILINGS
Additional information about the Corporation, including its most recent Annual Information Form,
is available on SEDAR at www.sedar.com.
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