NOTICE OF MEETING
AND
MANAGEMENT INFORMATION CIRCULAR
RELATING TO THE
ANNUAL AND SPECIAL MEETING OF SECURITYHOLDERS
OF MONARCH GOLD CORPORATION
TO BE HELD ON DECEMBER 30, 2020

Dated as of November 30, 2020

These materials are important and require your immediate attention. The securityholders of
Monarch Gold Corporation are required to make important decisions. If you have questions as
to how to deal with these documents or the matters to which they refer, please contact your
financial, legal or other professional advisor. If you have any questions or require more
information with respect to voting your Monarch Shares or, as applicable, your Monarch Options
at the Meeting, please contact our Proxy Solicitation Agent, Laurel Hill Advisory Group, by email
at assistance@laurelhill.com or by telephone at 1-877-452-7184 (North American Toll-Free), or
1-416-304-0211 (Outside North America).

November 30, 2020
Dear Shareholders and Optionholders of Monarch Gold Corporation:
You are invited to attend the annual and special meeting (the “Meeting”) of the shareholders (the “Monarch
Shareholders”) and optionholders (the “Monarch Optionholders”, and together with the Monarch Shareholders, the
“Monarch Securityholders”) of Monarch Gold Corporation (“Monarch”) to be held at 9:30 a.m. (Eastern time) on
December 30, 2020. In order to address potential issues arising from the unprecedented public health impact of the
novel coronavirus (COVID-19) pandemic, and to comply with applicable public health directives that may be in force
at the time of the Meeting as well as to limit and mitigate risks to the health and safety of our communities, Monarch
Securityholders, employees, directors and other stakeholders, the Meeting will be held in a virtual format, which will
be conducted via live webcast online at https://web.lumiagm.com/201893367 (password: monarch2020). Monarch
Securityholders will not need to, or be able to, physically attend the Meeting. Monarch Securityholders will have an
equal opportunity to attend, ask questions and vote at the Meeting online regardless of their geographic location. Inside
this document, you will find important information and instructions about how to participate in the Meeting.
THE ARRANGEMENT
In addition to the annual meeting matters to be approved by the Monarch Shareholders at the Meeting as set out in the
attached notice of meeting (the “Notice”), the Monarch Securityholders will be asked to consider and vote upon a
proposed arrangement (the “Arrangement”), contemplated by the arrangement agreement entered into between
Monarch and Yamana Gold Inc. (“Yamana”) on November 1, 2020, as amended on November 19, 2020 (the
“Arrangement Agreement”). Pursuant to the Arrangement, Monarch Shareholders will receive, in respect of each
common share of Monarch (a “Monarch Share”) held:
x
x
x

$0.192 in cash from Yamana;
0.0376 of a common share of Yamana (each whole share, a “Yamana Share”); and
0.20 of a common share (each whole share, a “SpinCo Share”) of Corporation Minière Monarch/Monarch
Mining Corporation (“SpinCo”)
(collectively, the “Consideration”).

SIGNIFICANT PREMIUM TO MONARCH SHAREHOLDERS
The 0.0376 of a Yamana Share offered for each Monarch Share represents a value of $0.288 per Monarch Share based
on the volume weighted average price of the Yamana Shares on the Toronto Stock Exchange (the “TSX”) for the 20
trading days ending on October 30, 2020, the trading day immediately prior to the execution and announcement of the
Arrangement Agreement. This represents a 43% premium to the closing price of Monarch Shares on the TSX on
October 30, 2020, and a premium of 43% to the volume weighted average price of the Monarch Shares on the TSX
for the 20-day period ending on October 30, 2020. The 0.20 of a SpinCo Share represents a value of $0.15 (with each
full share having a value of $0.75 per share).
On completion of the Arrangement, Yamana will hold Monarch’s current interests in the Wasamac property and the
Camflo property and mill through its acquisition of all of the outstanding Monarch Shares, and SpinCo will hold a
significant portfolio of advanced exploration assets in the prolific Abitibi mining camp, a fully permitted 750 tonnes
per day mill, and the past producing Beaufor mine. A more detailed description of the Arrangement and SpinCo is set
forth in the attached Management Information Circular (the “Circular”).

On completion of the Arrangement, Monarch Shareholders will own approximately 1.3% of Yamana and 100% of
SpinCo, and Yamana will own 100% of Monarch.
OTHER BENEFITS OF THE ARRANGEMENT TO MONARCH SHAREHOLDERS
In reaching its conclusions and formulating its recommendation, the Board of Directors of Monarch (the “Monarch
Board”) consulted with representatives of Monarch’s management team and its legal and financial advisors. The
Monarch Board also reviewed a significant amount of technical, financial and operational information relating to
Monarch and Yamana and considered a number of factors and reasons, including those listed below. The following is
a summary of the principal reasons for the unanimous (with the exception of Mr. Yohann Bouchard, who, having
declared his interest as an officer of Yamana, did not participate in the meetings or vote with respect to the
Arrangement or the Arrangement Agreement) determination of the Monarch Board that the Arrangement is fair to the
Monarch Shareholders and is in the best interests of Monarch and the recommendation of the Monarch Board that
Monarch Securityholders vote FOR the Arrangement Resolution (as defined herein):
x

Benefits of Owning Yamana Shares. The Yamana Shares to be received by Monarch Shareholders in the
Arrangement offer Monarch Shareholders an opportunity to own shares in a high-quality, low-cost gold
producer, as well as exposure to Yamana’s portfolio of well-diversified assets in safe jurisdictions throughout
the Americas.

x

Continued Exposure to Other Monarch Assets. Monarch Shareholders, through their ownership of SpinCo
Shares, will have continued exposure to the other Monarch assets being transferred to SpinCo.

x

Access to Capital and Enhanced Capital Markets Exposure. Yamana has a strong balance sheet with
sufficient cash and liquidity to advance its assets. The management team and board of directors of Yamana
have high visibility in the mining industry and significant relationships with key sector investors and analysts
that should help to attract strong retail and institutional support for Yamana and the Wasamac property.

x

Fairness Opinion. Stifel Nicolaus Canada Inc., as financial advisor to Monarch, provided its opinion to the
Monarch Board to the effect that, as of November 1, 2020, and subject to the assumptions, limitations and
qualifications set out in the fairness opinion, the Consideration to be received by Monarch Shareholders under
the Arrangement is fair, from a financial point of view, to Monarch Shareholders other than Yamana.

x

Alternatives to the Arrangement. Prior to entering into the Arrangement Agreement, Monarch regularly
evaluated business and strategic opportunities with the objective of maximizing shareholder value in a
manner consistent with the best interests of Monarch. As part of that process, Monarch entered into a number
of confidentiality agreements with various mining companies over the past several years in order to allow for
preliminary discussions to occur regarding potential transactions to maximize value for Monarch
Shareholders. The Monarch Board assessed the current and anticipated future opportunities and risks
associated with the business, operations, assets, financial performance and condition of Monarch should it
continue as a standalone entity, including the challenges faced by Monarch in sourcing the capital required
for its business and development objectives on reasonable commercial terms, the lack of potential sources of
such capital and the costs and expected significant dilution to Monarch Shareholders that would likely result
from obtaining such capital. The Monarch Board, with the assistance of its legal and financial advisors,
assessed the alternatives reasonably available to Monarch and determined that the Arrangement represents
the best current prospect for maximizing value for Monarch Shareholders.

SUPPORT AGREEMENTS
The directors and senior officers of Monarch, holding in aggregate approximately 2.75% of the issued and outstanding
Monarch Shares as of the date hereof, have entered into voting support agreements (“Support Agreements”) with
Yamana pursuant to which they have agreed, subject to the terms of those agreements, to vote in favour of the
Arrangement. Certain larger Monarch Shareholders have also entered into Support Agreements pursuant to which
approximately 17.55% of the issued and outstanding Monarch Shares as of the date hereof are expected to be voted
by such Monarch Shareholders in support of the Arrangement.
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REQUIRED APPROVALS
In order to become effective, the resolution of the Arrangement (the “Arrangement Resolution”) must be approved
by (i) at least 66⅔% of the votes cast by the Monarch Securityholders present virtually or represented by proxy and
entitled to vote at the Meeting, voting together as a single class, and (ii) a simple majority of the votes cast by Monarch
Shareholders present virtually or represented by proxy and entitled to vote at the Meeting, excluding Monarch Shares
held by any “interested party”, any “related party” of an “interested party” or any “joint actor” of the foregoing (as such
terms are defined under Multilateral Instrument 61-101 – Protection of Minority Security Holders in Special
Transactions or under Regulation 61-101 respecting protection of Minority Security Holders in Special Transactions,
collectively (“MI 61-101”)), which also satisfies the TSX requirement that the Arrangement be approved by the
Monarch Shareholders without taking into account the votes of Monarch Optionholders. Completion of the
Arrangement is also subject to certain customary conditions, including the approval of the TSX, the New York Stock
Exchange, the London Stock Exchange and the Québec Superior Court (commercial division) in the district of Québec
(“Court”).
BOARD RECOMMENDATION
After consulting with Monarch management and with its financial and legal advisors, and after considering, among
other things, the opinion of Stifel Nicolaus Canada Inc. dated November 1, 2020, to the effect that, as of such date,
and subject to the assumptions, limitations and qualifications set out in such opinion, the Consideration to be received
by Monarch Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the Monarch
Shareholders other than Yamana, the Monarch Board unanimously (with the exception of Mr. Yohann Bouchard who,
having declared his interest as an officer of Yamana, did not participate in the meetings or vote with respect to the
Arrangement or the Arrangement Agreement) determined that the Arrangement is fair to the Monarch Shareholders
and that the Arrangement is in the best interest of Monarch. The Monarch Board unanimously (with the exception
of Mr. Yohann Bouchard) recommends that Monarch Securityholders vote FOR the Arrangement. The
attached Circular contains a detailed description of the reasons for the determinations and recommendations of the
Monarch Board.
The Monarch Board unanimously recommends that Monarch Shareholders vote FOR the Shareholder Matters.
Monarch Optionholders are only entitled to vote on the Arrangement Resolution.
The attached Circular contains a detailed description of the Arrangement and the Shareholder Matters and includes
certain other information to assist you in considering the matters to be voted upon. You are urged to carefully consider
all of the information in the accompanying Circular. If you require assistance, you should consult your financial, legal
or other professional advisors.
Your vote is important regardless of the number of Monarch Shares and/or Monarch Options you own.
Monarch has retained Laurel Hill Advisory Group to assist in securing the return of completed proxies and to solicit
proxies in favour of the Arrangement Resolution. If you have any questions, please contact Laurel Hill Advisory
Group by email at assistance@laurelhill.com or by telephone at 1-877-452-7184 (North American Toll-Free) or 1-416304-0211 (Outside North America).
*****
While certain matters, such as the timing of the receipt of Court approval for the Arrangement, are beyond the control
of Monarch, if the Arrangement Resolution is passed by the requisite (i) 66⅔% of the votes cast by the Monarch
Securityholders present virtually or represented by proxy and entitled to vote at the Meeting, voting together as a
single class, and (ii) simple majority of the votes cast by Monarch Shareholders present virtually or represented by
proxy and entitled to vote at the Meeting, excluding Monarch Shares held by any “interested party”, any “related
party” of an “interested party” or any “joint actor” of the foregoing (as such terms are defined under MI 61-101), it is
anticipated that the Arrangement will be completed and become effective as soon as practicable following receipt of
the Final Order.
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On behalf of Monarch, our management team and the Monarch Board, I would like to thank all Monarch
Securityholders for their continuing support.

Sincerely,
“Jean-Marc Lacoste”
Jean-Marc Lacoste
President, Chief Executive Officer
and Director of Monarch Gold Corporation
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NOTICE OF MEETING
NOTICE IS HEREBY GIVEN that the annual and special meeting (the “Meeting”) of the shareholders
(the “Monarch Shareholders”) and optionholders (the “Monarch Optionholders”, and together with the Monarch
Shareholders, the “Monarch Securityholders”) of Monarch Gold Corporation (“Monarch”) to be held at 9:30 a.m.
(Eastern time) on December 30, 2020, for the following purposes:
1.

for Monarch Securityholders to consider, pursuant to an interim order of the Québec Superior Court
(commercial division) in the district of Québec dated November 30, 2020 (the “Interim Order”) and, if
thought advisable, to pass, with or without amendment, a special resolution (the “Arrangement
Resolution”), the full text of which is set forth in Appendix A to the accompanying management information
circular (the “Circular”), to approve a plan of arrangement (the “Arrangement”) under section 192 of the
Canada Business Corporations Act (“CBCA”) whereby, among other things, Yamana Gold Inc.
(“Yamana”) will acquire all of the issued and outstanding common shares of Monarch, following the transfer
of certain assets and liabilities of Monarch (the “Spin-Out”) to a newly incorporated corporation,
Corporation Minière Monarch/Monarch Mining Corporation (“SpinCo”), all as more particularly described
in the Circular;

2.

for Monarch Shareholders to receive the annual consolidated financial statements of Monarch for the year
ended June 30, 2020 and the external auditors’ report thereon;

3.

for Monarch Shareholders to elect the directors of Monarch to serve for the ensuing year;

4.

for Monarch Shareholders to appoint KPMG LLP as the external auditors of Monarch and to authorize the
directors to set the auditors’ compensation;

5.

subject to the approval of the Arrangement Resolution, for Monarch Shareholders, to consider and, if thought
advisable, to pass, with or without amendment, an ordinary resolution, the full text of which is set out in the
Circular, to approve the adoption of a stock option plan for SpinCo (the “SpinCo Option Plan”) and to
approve all unallocated stock option entitlements under the SpinCo Option Plan set out in Appendix G hereto;

6.

subject to the approval of the Arrangement Resolution, for Monarch Shareholders, to consider and, if thought
advisable, to pass, with or without amendment, an ordinary resolution, the full text of which is set out in the
Circular, to approve the adoption of a restricted share unit plan for SpinCo (the “SpinCo RSU Plan”) and to
approve all unallocated share unit entitlements under the SpinCo RSU Plan set out in Appendix H hereto;
and

7.

to transact such further or other business as may properly come before the Meeting or any adjournment or
postponement thereof.

Monarch Optionholders are only entitled to vote upon the Arrangement Resolution.
The Circular provides additional information relating to the matters to be addressed at the Meeting, including the
Arrangement, and is deemed to form part of this Notice of Meeting.
The record date for the determination of Monarch Securityholders entitled to receive notice of and to vote at the
Meeting is November 30, 2020 (the “Record Date”). Only Monarch Securityholders whose names have been entered
in the register of Monarch Shareholders or Monarch Optionholders as of the close of business on the Record Date will
be entitled to receive notice of and to vote at the Meeting.
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Registered Monarch Shareholders and Monarch Optionholders as of the Record Date are entitled to vote at the Meeting
either virtually or by proxy. Registered Monarch Shareholders and Monarch Optionholders who are unable to attend
the Meeting virtually are encouraged to read, complete, sign, date and return the enclosed form of proxy in accordance
with the instructions set out in the proxy and in the Circular. In order to be valid for use at the Meeting, proxies must
be received by Computershare Investor Services Inc., at its office at 100 University Avenue 8th Floor, Toronto,
Ontario M5J 2Y1, or by fax numbers: 1-866-249-7775 (toll-free in North America) or 1-416-263-9524 (outside North
America), at least 48 hours (excluding Saturdays, Sundays and holidays) prior to the time of the Meeting or any
adjournment or postponement thereof. The time limit for the deposit of proxies may be waived or extended by the
Chairperson of the Meeting at his or her discretion without notice.
If you are a non-registered Monarch Shareholder, please refer to the section in the Circular entitled “General Proxy
Information – Non-Registered Holders” for information on how to vote your Monarch Shares. If you are a nonregistered Monarch Shareholder and you do not complete and return the materials in accordance with such
instructions, you may lose the right to vote at the Meeting.
Registered Monarch Shareholders have the right to dissent with respect to the Arrangement Resolution and, if the
Arrangement Resolution becomes effective, to be paid the fair value of their Monarch Shares in accordance with the
provisions of section 190 of the CBCA, as modified by the Plan of Arrangement and the Interim Order. A Monarch
Shareholder’s right to dissent is more particularly described in the Circular and the text of section 190 of the CBCA
is set forth in Appendix K to the Circular. Please refer to the Circular under the heading “Dissent Rights” for a
description of the right to dissent in respect of the Arrangement Resolution.
Failure to strictly comply with the requirements set forth in section 190 of the CBCA, as modified by the Plan of
Arrangement and the Interim Order, with respect to the Arrangement may result in the loss of any right to dissent.
Persons who are beneficial owners of Monarch Shares registered in the name of a broker, custodian, nominee or other
intermediary who wish to dissent should be aware that only the registered Monarch Shareholders are entitled to dissent.
Accordingly, a beneficial owner of Monarch Shares desiring to exercise the right to dissent must make arrangements
for the Monarch Shares beneficially owned by such holder to be registered in such holder’s name prior to the time the
written objection to the Arrangement Resolution is required to be received by Monarch or, alternatively, make
arrangements for the registered Monarch Shareholders of the Monarch Shares beneficially owned by such holder to
dissent on behalf of the holder.
DATED at Québec, Québec this 30th day of November, 2020.
BY ORDER OF THE BOARD OF DIRECTORS
OF MONARCH GOLD CORPORATION
“Jean-Marc Lacoste”
Jean-Marc Lacoste
President, Chief Executive Officer and Director
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FREQUENTLY ASKED QUESTIONS ABOUT THE ARRANGEMENT AND THE MEETING
The following sets out answers to certain questions that you, as a Monarch Securityholder, may have relating to the
Meeting. These questions and answers do not provide all of the information relating to the Meeting or the matters to
be considered at the Meeting and are qualified in their entirety by the more detail information contained elsewhere in,
or incorporated by reference into, this Circular. You are urged to read this Circular in its entirely including the
Appendices hereto, the form of proxy and the Letter of Transmittal (if applicable) before making a decision related to
your Monarch Shares and/or Monarch Options. All capitalized terms used herein have the meanings ascribed to them
in the “Glossary of Terms” in this Circular.
General Questions
Q: When and Where is the Meeting?
A: The meeting will be held on December 30, 2020 at 9:30 a.m. (Eastern time). In light of the recent coronavirus
(COVID-19) pandemic and in order to address potential issues arising from the unprecedented public health impact
of COVID-19, comply with applicable public health directives that may be in force at the time of the Meeting and to
limit and mitigate risks to the health and safety of our communities, Monarch Securityholders, employees, directors
and other stakeholders, the Meeting will be held in a virtual format, which will be conducted via live webcast online
at https://web.lumiagm.com/201893367 (password: monarch2020).
Q: Who can attend and vote at the Meeting and what is the quorum of the Meeting?
A: Only Registered Holders and Monarch Optionholders of record as of the close of business on November 30, 2020,
the Record Date for the Meeting, are entitled to receive notice of and to attend virtually and vote at the Meeting, or
any adjournment(s) or postponement(s) of the Meeting.
In accordance with Monarch’s general by-laws and subject to the provisions of the CBCA and any regulation or order
adopted thereunder, quorum for a shareholder meeting, including the Meeting, is one or more persons holding or
representing 10% of the voting rights attached to the issued and outstanding Monarch Shares entitled to vote at such
meeting.
Q: How many Monarch Securities are entitled to vote?
A: As of the Record Date, there were 321,200,833 Monarch Shares and 12,175,000 Monarch Options outstanding and
entitled to be voted at the Meeting. Each Registered Holder is entitled to one vote for each Monarch Share held by
such holder and each Monarch Optionholder is entitled to one vote for each Monarch Share issuable upon exercise of
each Monarch Option held by such holder. The Monarch Shareholders and the Monarch Optionholders will vote
together as a single class.
Arrangement Questions
Q: What is the Arrangement?
A: On November 1, 2020, Monarch and Yamana entered into the Arrangement Agreement pursuant to which, among
other things, (i) Monarch agreed to transfer certain of its assets and liabilities to SpinCo; and (ii) Yamana agreed to
acquire all of the outstanding shares of Monarch pursuant to a court-approved plan of arrangement under the CBCA.
Subject to receipt of Monarch Securityholder Approval, the Final Order, and the satisfaction or waiver of certain other
conditions, upon the implementation of the Arrangement, Monarch will transfer all of the SpinCo Assets and SpinCo
Liabilities to SpinCo and Yamana will acquire all of the outstanding Monarch Shares.
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Q: What will Monarch Securityholders receive in the Arrangement?
A: If the Arrangement is completed, Monarch Shareholders are entitled to receive $0.192 in cash, 0.0376 of a Yamana
Share, and 0.20 of a SpinCo Share for each outstanding Monarch Share held. Each Monarch In-The-Money Option
will be deemed to be surrendered and will be cancelled and the relevant Monarch Optionholder will receive a payment
from Monarch, in the form of Monarch Option Shares, having a fair market value equal to the relevant In-the-Money
Amount, net of applicable source deductions. All other Monarch Options will be cancelled without any payment and
the holder will cease to be the holder of such Monarch Options.
Q: What vote is required at the Meeting to approve the Arrangement Resolution?
A: The Arrangement Resolution must be approved by (i) at least 66⅔% of the votes cast on the Arrangement
Resolution by Monarch Securityholders present virtually or represented by proxy and entitled to vote at the Meeting,
voting together as a single class, and (ii) a simple majority of the votes cast on the Arrangement Resolution by Monarch
Shareholders present virtually or represented by proxy and entitled to vote at the Meeting, excluding Monarch Shares
held by any “interested party”, any “related party” of an “interested party” or any “joint actor” of the foregoing (as
such terms are defined under MI 61-101), which also satisfies the TSX requirement that the Arrangement be approved
by the Monarch Shareholders without taking into account the votes of Monarch Optionholders.
Q: Does the Monarch Board support the Arrangement?
A: Yes. The Monarch Board unanimously (with Mr. Yohann Bouchard who, having declared his interest as an officer
of Yamana, did not participate in the meetings or vote with respect to the Arrangement or the Arrangement Agreement)
determined that the Arrangement is fair to the Monarch Shareholders, that the Arrangement and the entering into of
the Arrangement Agreement are in the best interests of Monarch and recommends that Monarch Securityholders vote
FOR the Arrangement Resolution.
In making its recommendation, the Monarch Board considered a number of factors as described in this Circular under
“The Arrangement – Recommendation of the Monarch Board”, including the Fairness Opinion provided by the
Financial Advisor to the Monarch Board, to the effect that, as of the date of such opinion, based upon and subject to
the various assumptions, limitations and qualifications set forth therein, the Consideration to be paid to Monarch
Shareholders under the Arrangement was fair, from a financial point of view, to Monarch Shareholders other than
Yamana. See “The Arrangement – Background to the Arrangement” and “The Arrangement – Fairness Opinion”.
Q: Why is the Monarch Board making this recommendation?
A: In reaching the conclusions and formulating its recommendation, the Monarch Board consulted with
representatives of Monarch’s management team and its legal and financial advisors. The Monarch Board also reviewed
a significant amount of technical, financial and operational information relating to Monarch and Yamana and
considered a number of factors and reasons, including those listed below. The following is a summary of the principal
reasons for the unanimous (with the exception of Mr. Yohann Bouchard) determination of the Monarch Board that
the Arrangement is fair to the Monarch Shareholders and is in the best interests of Monarch and the recommendation
of the Monarch Board that Monarch Securityholders vote FOR the Arrangement Resolution.
x

Significant Premium to Monarch Shareholders. Yamana has offered Monarch Shareholders a significant
premium to the Monarch Share price. The Consideration to be received by the Monarch Shareholders, based
on the closing price of the Yamana Shares on the TSX on October 30, 2020 (being the last trading day prior
to the announcement of the Arrangement), represents a premium of approximately 43% based on the closing
price of the Monarch Shares on the TSX on October 30, 2020 and a premium of 43% to the volume weighted
average price of the Monarch Shares on the TSX for the 20-day period ending on October 30, 2020.

x

Continued Exposure to the Acquisition Properties. Monarch Shareholders, through their ownership of
Yamana Shares, will participate in the value associated with the exploration, development and operation of
the Acquisition Properties, supported by Yamana’s technical, operational and financial capability.
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x

Benefits of Owning Yamana Shares. The Yamana Shares to be received by Monarch Shareholders in the
Arrangement offer Monarch Shareholders an opportunity to own shares in a high-quality, low-cost gold
producer, as well as exposure to Yamana’s portfolio of well-diversified assets in safe jurisdictions throughout
the Americas.

x

Continued Exposure to Other Monarch Assets. Monarch Shareholders, through their ownership of SpinCo
Shares, will have continued exposure to the other Monarch assets being transferred to SpinCo.

x

Access to Capital and Enhanced Capital Markets Exposure. Yamana has a strong balance sheet with
sufficient cash and liquidity to advance its assets. The management team and board of directors of Yamana
have high visibility in the mining industry and significant relationships with key sector investors and analysts
that should help to attract strong retail and institutional support for Yamana and the Wasamac Property.

x

Alternatives to the Arrangement. Prior to entering into the Arrangement Agreement, Monarch regularly
evaluated business and strategic opportunities with the objective of maximizing shareholder value in a
manner consistent with the best interests of Monarch. As part of that process, Monarch entered into a number
of confidentiality agreements with various mining companies over the past several years in order to allow for
preliminary discussions to occur regarding potential transactions to maximize value for Monarch
Shareholders. The Monarch Board assessed the current and anticipated future opportunities and risks
associated with the business, operations, assets, financial performance and condition of Monarch should it
continue as a standalone entity, including the challenges faced by Monarch in sourcing the capital required
for its business and development objectives on reasonable commercial terms, the lack of potential sources of
such capital and the costs and expected significant dilution to Monarch Shareholders that would likely result
from obtaining such capital. The Monarch Board, with the assistance of its legal and financial advisors,
assessed the alternatives reasonably available to Monarch and determined that the Arrangement represents
the best current prospect for maximizing value for Monarch Shareholders.

x

Significant Shareholder Support. Each of the directors and senior officers of Monarch and certain
significant shareholders of Monarch, including Alamos Gold Inc., Typhoon Exploration Inc. and EBC Inc.,
have entered into Support Agreements with Yamana, in each case pursuant to which they have, subject to the
terms and conditions of such agreements, agreed, among other things, to vote all of their Monarch Shares in
favour of the Arrangement Resolution. In the aggregate, the parties to these agreements collectively own or
control approximately 20.3% of the issued and outstanding Monarch Shares as of the Record Date.

x

Fairness Opinion. The Financial Advisor provided its opinion to the Monarch Board to the effect that, as of
November 1, 2020, and subject to the assumptions, limitations and qualifications set out in the Fairness
Opinion, the Consideration to be received by Monarch Shareholders under the Arrangement is fair, from a
financial point of view, to Monarch Shareholders other than Yamana.

x

Likelihood of the Arrangement Being Completed. The likelihood of the Arrangement being completed is
considered by the Monarch Board to be high, in light of the experience, reputation and financial capability
of Yamana and the absence of significant closing conditions outside the control of Monarch, other than the
Monarch Securityholder Approval, the approval by the Court of the Arrangement, the exercise of Dissent
Rights by Registered Holders of no more than 10% of the Monarch Shares and certain other customary
closing conditions.
See “The Arrangement – Reasons for the Recommendation of the Monarch Board”.

Q: In addition to the approval of Monarch Securityholders, are there any other approvals required for the
Arrangement?
A: Yes, the Arrangement requires the approval of the Court and is also subject to the receipt of certain regulatory
approvals, including the approval of the TSX. See “The Arrangement – Court Approvals” and “The Arrangement –
Regulatory Approvals” in this Circular.
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Q: What is required to complete the Arrangement?
A: Completion of the Arrangement is conditional upon, among other things, the satisfaction or waiver of certain
conditions, including:
x

the Arrangement Resolution having been approved by the Monarch Securityholders at the Meeting in
accordance with the Interim Order and applicable Laws;

x

the Final Order having been obtained, in form and substance satisfactory to each of Monarch and Yamana
acting reasonably, and not having been set aside or modified in a manner unacceptable to either Monarch or
Yamana, each acting reasonably, on appeal or otherwise;

x

no Law having been enacted, issued, promulgated, enforced, made, entered, issued or applied and no
Proceeding has otherwise been taken under any Laws or by any Governmental Authority (whether temporary,
preliminary or permanent) that makes the Arrangement illegal or otherwise directly or indirectly cease trades,
enjoins, restrains or otherwise prohibits completion of the Arrangement;

x

the necessary conditional approval (or equivalent) of each of the TSX and NYSE having been obtained
including in respect of the listing of the Consideration Shares on the TSX and NYSE;

x

the necessary conditional approval of the TSX (or another recognized stock exchange) having been obtained
including in respect of the listing of the SpinCo Shares on the TSX (or another recognized stock exchange);
and

x

the Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued pursuant to
the Arrangement being exempt from the registration requirements of the U.S. Securities Act pursuant to the
Section 3(a)(10) Exemption.

See “The Arrangement – Timing for Completion of the Arrangement.”
Q: Does Yamana require approval of its shareholders to complete the Arrangement?
A: The Arrangement does not require the approval of the shareholders of Yamana.
Q: Do any directors or executive officers of Monarch have any interests in the Arrangement that are different
from, or in addition to, those of the Monarch Securityholders?
A: In considering the recommendation of the Monarch Board with respect to the Arrangement, Monarch
Securityholders should be aware that certain of the directors and executive officers of Monarch have certain interests
in connection with the Arrangement that are different from, or in addition to, the interests of Monarch Securityholders
generally. See “The Arrangement – Interests of Certain Persons in the Arrangement”.
Q: Will the Monarch Shares continue to be listed on the TSX, OTCQX and Frankfurt Stock Exchange after
the Arrangement?
A: No. Following the Effective Date, the Monarch Shares will be delisted from the TSX, OTCQX and Frankfurt Stock
Exchange (anticipated to be effective one to two Business Days following the Effective Date) and Yamana expects to
apply to the applicable securities regulators to have Monarch cease to be a reporting issuer in the applicable provinces.
When the Arrangement is completed, former Monarch Shareholders and holders of Monarch In-The-Money Options
who were issued Monarch Option Shares will hold Yamana Shares, which will be listed on the TSX, NYSE and LSE,
and SpinCo Shares, which are expected to be listed on the TSX.
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Q: Should I send the certificate(s) or DRS Statement representing my Monarch Shares now?
A: You are not required to send the certificate(s) or DRS Statement representing your Monarch Shares to validly cast
your vote in respect of any of the matters to be voted upon at the Meeting. We encourage Registered Holders to
complete, sign, date and return the enclosed Letter of Transmittal, together with their certificate(s) or DRS Statement
representing Monarch Shares, as soon as possible and at least two Business Days prior to the Effective Date which
will assist in arranging for the prompt exchange of their Monarch Shares if the Arrangement is completed.
Q: When can I expect to receive the Consideration for my Monarch Shares?
A: Assuming completion of the Arrangement, if you hold your Monarch Shares through an intermediary, then you are
not required to take any action and the Cash Consideration, Consideration Shares and SpinCo Consideration Shares
will be delivered to your intermediary through the procedures in place for such purposes between CDS & Co. or
similar entities and such intermediaries. If you hold your Monarch Shares through an intermediary, you should contact
your intermediary if you have questions regarding this process.
In the case of Registered Holders, as soon as practicable after the Effective Date, assuming due delivery of the required
documentation, including the applicable certificate(s) or DRS Statement representing Monarch Shares and a duly and
properly completed Letter of Transmittal, the Depositary will forward a cheque representing the Cash Consideration
and the certificate(s) or DRS Statements representing the Consideration Shares and the SpinCo Consideration Shares,
respectively, to which the Registered Holder is entitled by first class mail to the address of the Monarch Shareholder
as shown on the register maintained by the Transfer Agent, unless the Registered Holder indicates in the Letter of
Transmittal an alternate address or that it wishes to pick up the cheque representing the Cash Consideration and the
DRS Statements representing the Consideration Shares and the SpinCo Consideration Shares, respectively. Only
Registered Holders will receive a cheque representing the Cash Consideration and the certificate(s) or DRS Statements
representing Consideration Shares and SpinCo Consideration Shares, respectively.
Monarch Shareholders who do not deliver their certificate(s) or DRS Statement representing Monarch Shares and all
other required documents to the Depositary on or before the date which is six years after the Effective Date will lose
their right to receive Consideration for their Monarch Shares.
If you are a holder of Monarch In-The-Money Options as of the Effective Date, you will be entitled to receive Monarch
Option Shares on the Effective Date and you do not need to take any action upon completion of the Arrangement to
receive a cheque representing the Cash Consideration or to obtain the certificate(s) or DRS Statements representing
the Consideration Shares and SpinCo Consideration Shares, respectively, to which you are entitled. You will receive
the Consideration that you are entitled to from the Depositary following completion of the Arrangement.
See “The Arrangement – Procedure for Exchange of Monarch Shares” in this Circular.
Q: When does Monarch expect the Arrangement to become effective?
A: The Effective Date will occur upon satisfaction or waiver of all of the conditions to the completion of the
Arrangement. If the Monarch Securityholder Approval is obtained at the Meeting, the Effective Date is expected to
occur as soon as practicable following receipt of the Final Order.
Q: How will I know when the Arrangement will be implemented?
A: On the Effective Date, Monarch and Yamana will publicly announce that the conditions to the Arrangement have
been satisfied or waived and that the Arrangement has been implemented.
Q: Are there risks I should consider in deciding whether to vote for the Arrangement Resolution?
A: Yes. Monarch Securityholders should carefully consider the risk factors relating to the Arrangement. Some of these
risks include, but are not limited to: (i) the Arrangement Agreement is subject to satisfaction or waiver of several
conditions and there can be no certainty that all conditions precedent to the Arrangement will be satisfied or waived;
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(ii) the Arrangement Agreement may be terminated in certain circumstances, including in the event of a change having
a Material Adverse Effect on Monarch; (iii) completion of the Arrangement is uncertain and Monarch is restricted
from taking specified actions while the Arrangement is pending; (iv) if the Arrangement is not completed, the market
price for the Monarch Shares may decline; (v) Monarch will incur costs even if the Arrangement is not completed and
may have to pay the Termination Fee; (vi) given the fixed Exchange Ratios, there can be no certainty with respect to
the market value of the Consideration Shares that Monarch Shareholders will receive for their Monarch Shares under
the Arrangement; (vii) Monarch directors and executive officers may have interests in the Arrangement that are
different from those of the Monarch Securityholders; (viii) Monarch and Yamana may be the targets of legal claims,
securities class actions, derivative lawsuits and other claims; (ix) Monarch has not verified the reliability of the
information regarding Yamana included in, or which may have been omitted from, this Circular; (x) owning Yamana
Shares will expose Monarch Shareholders to greater risks from foreign operations; (xi) prior to the Effective Date, the
Arrangement may divert the attention of Monarch’s management, and any such diversion could have an adverse effect
on the business of Monarch; (xii) the completion of the Arrangement may be delayed due to health epidemics and
other outbreaks of infectious diseases, including, but not limited to COVID-19; (xiii) failure to successfully integrate
the business or to achieve the desired synergies and benefits of the Arrangement could have a material adverse effect
on the market price of the Yamana Shares following completion of the Arrangement; (xiv) failure by Yamana and/or
Monarch to comply with applicable Laws prior to the Arrangement could subject Yamana to penalties and other
adverse consequences following completion of the Arrangement; (xv) the trading price of the Yamana shares cannot
be guaranteed following the Arrangement and could be less than, on an adjusted basis, the current trading price due
to various market-related and other factors; (xvi) the Mineral Reserve and Mineral Resource figures pertaining to
Yamana’s and Monarch’s properties are only estimates and are subject to revision based on developing information;
(xvii) the SpinCo Shares may not be listed on any stock exchange; and (xviii) there are tax risks associated with the
SpinCo Shares if they are not listed on a designated stock exchange.
Q: What are the Canadian income tax consequences of the Arrangement?
A: For a summary of certain material Canadian income tax consequences of the Arrangement, see “Certain Canadian
Federal Income Tax Considerations”. This summary is not intended to be legal or tax advice to any particular Monarch
Securityholder. Monarch Securityholders should consult their own tax and investment advisors with respect to their
particular circumstances.
Q: What are the U.S. federal income tax consequences of the Arrangement?
A: For a summary of certain material U.S. federal income tax consequences of the Arrangement, see “Certain United
States Federal Income Tax Considerations”. This summary is not intended to be legal or tax advice to any particular
Monarch Securityholder that is a U.S. Holder. U.S. Holders are urged to consult their own tax advisors with respect
to their particular circumstances.
Q: Am I entitled to Dissent Rights?
A: The Interim Order provides Registered Holders with Dissent Rights with respect to Monarch Shares held by such
Monarch Shareholders in connection with the Arrangement that will be available if the Arrangement Resolution is
approved by Monarch Securityholders. Registered Holders considering exercising Dissent Rights should seek
advice from their own legal counsel, tax and investment advisors and should carefully review the description
of such rights set forth in this Circular and the Interim Order, and comply with the provisions of the Dissent
Rights, the full text of which is set out in Appendix K to this Circular.
Q: What will happen to the Monarch Shares that I currently own after completion of the Arrangement?
A: Upon completion of the Arrangement, certificates and/or DRS Statements representing Monarch Shares will
represent only the right of the Registered Holder to receive the Consideration, comprised of $0.192 in cash, 0.0376 of
a Yamana Share, and 0.20 of a SpinCo Share for each Monarch Share held. Trading in Monarch Shares on the TSX,
OTCQX and Frankfurt Stock Exchange will cease and Yamana expects to apply to the applicable securities regulators
to have Monarch cease to be a reporting issuer in the applicable provinces and any other applicable securities laws
and will cease to be required to file reports with the applicable Canadian Securities regulators. Yamana will continue
to be listed on the TSX, NYSE and LSE.
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Q: What will happen if the Arrangement Resolution is not approved or the Arrangement is not completed for
any reason?
A: If the Arrangement Resolution is not approved or the Arrangement is not completed for any reason, the
Arrangement Agreement will be terminated. In certain circumstances, Monarch will be required to pay to Yamana the
Termination Fee in connection with such termination. If, for any reason, the Arrangement is not completed or its
completion is materially delayed and/or the Arrangement Agreement is terminated, the market price of the Monarch
Shares may be materially adversely affected and Monarch’s business, financial condition or results of operations could
also be subject to various material adverse consequences, including that Monarch would remain liable for costs relating
to the Arrangement.
Proxy and Voting Questions
Q: Who is soliciting my proxy?
A: Your proxy is being solicited by management of Monarch. This Circular is furnished in connection with that
solicitation. The solicitation of proxies for the Meeting will be made primarily by mail and may be supplemented by
telephone. Monarch has retained Laurel Hill Advisory Group as the Proxy Solicitation Agent.
If you have any questions or need assistance with the completion and delivery of your proxy or voting instruction
form, please contact Monarch’s proxy solicitation agent, Laurel Hill Advisory Group, by telephone at 1-877-452-7184
(toll-free in North America) or 1-416-304-0211 (collect call outside North America) or by email at
assistance@laurelhill.com. See “General Proxy Information – Solicitation of Proxies” in this Circular.
Q: What if I return my proxy but do not mark it to show how I wish to vote?
A: Unless otherwise directed, it is management’s intention to vote FOR all matters to be voted on at the Meeting. If
you return a signed proxy but do not specify how you want your Monarch Shares and/or Monarch Options, as
applicable, voted, the persons named as proxyholders will cast the votes represented by your proxy at the Meeting
FOR all matters to be voted on at the Meeting.
Q: When is the cut-off time for delivery of proxies?
A: Proxies must be delivered to Computershare at Computershare Investor Services Inc., attention: Proxy Dept., 100
University Avenue, 8th Floor, Toronto, Ontario M5J 2Y1, or by fax numbers: 1-866-249-7775 (toll-free in North
America) or 1-416-263-9524 (outside North America), not less than 48 hours (excluding Saturdays, Sundays and
holidays) prior to the time of the Meeting or any adjournment or postponement thereof. In this case, assuming no
adjournment or postponement, the proxy-cut off time is 9:30 a.m. (Eastern time) on December 28, 2020.
Q: Can I change my vote after I submitted a signed proxy?
A: Yes. Any Monarch Securityholder who grants a proxy is at liberty to revoke such proxy by filing a written notice
of revocation, including another proxy form indicating a later date, signed by the Monarch Securityholder or his or
her proxyholder duly authorized in writing. For any Monarch Securityholder that is a corporate body, the written
notice of revocation or proxy form must be signed by a duly authorized officer or representative. The act of appointing
a new proxyholder results in the revocation of any previous act appointing another proxyholder. The written notice of
revocation, including another proxy form indicating a later date, must be sent to (i) Computershare at Computershare
Investor Services Inc., attention: Proxy Dept., 100 University Avenue 8th Floor, Toronto, Ontario M5J 2Y1 by no
later than the last business day preceding the date of the Meeting or of any adjournment or postponement thereof, (ii)
the head office of Monarch located at 70, Dalhousie Street, Suite 300, Québec, Québec, G1K 4B2 on the last clear
Business Day preceding the date of the Meeting or of any adjournment or postponement thereof, or (iii) the
Chairperson of the Meeting on the day of the Meeting, or on any adjournment or postponement thereof, before the
Meeting commences.
If you revoke your proxy and do not replace it with another that is deposited with us before the deadline, you can still
vote your Monarch Shares and/or Monarch Options, but to do so you must attend the Meeting virtually.
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If you are a Non-Registered Holder, you may revoke voting instructions that you have given to your nominee at any
time by written notice to the nominee. However, your nominee may be unable to take any action on the revocation if
you do not provide your revocation sufficiently in advance of the Meeting. Each intermediary and broker has its own
rules concerning the mailing and forwarding of voting instruction forms, meeting notices, proxy circulars as well as
all other documents sent to shareholders for a meeting. These rules must be clearly followed by the beneficial owners
to ensure their Monarch Shares can be represented at the Meeting.
Q: How will the votes be counted?
A: Votes by proxy are counted and tabulated by the scrutineer, Computershare. At the Meeting, the scrutineer who is
appointed will count and tabulate the live votes recorded at the virtual Meeting in such a manner as to preserve
confidentiality of the Monarch Securityholders and prepare a final scrutineer’s report reflecting total votes received
in connection with the Meeting.
Q: Who is eligible to vote?
A: Monarch Shareholders and Monarch Optionholders at the close of business on the Record Date or their duly
appointed proxyholders are eligible to vote on the Arrangement Resolution. Monarch Shareholders at the close of
business on the Record Date or their duly appointed proxyholders are eligible to vote on the Shareholder Matters.
Q: Does any Monarch Shareholder beneficially own 10% or more of the Monarch Shares?
A: Yes. To the knowledge of the directors and officers of Monarch, as of the Record Date, Alamos and its affiliates
and associates held 44,848,203 Monarch Shares, representing approximately 13.96% of the outstanding Monarch
Shares on a non-diluted basis.
Q: What if I acquire ownership of Monarch Shares after the Record Date?
A: You will not be entitled to vote Monarch Shares acquired after the Record Date at the Meeting. Only persons
owning Monarch Shares as of the Record Date are entitled to vote at the Meeting.
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GLOSSARY OF TERMS
The following terms used in the Circular have the meanings set forth below.
“11306448 Shares” means the 100 issued and outstanding common shares of 11306448 Canada Inc., all of which are
currently held by Monarch.
“Acceptable Confidentiality Agreement” means the confidentiality agreement between Monarch and a third party
other than Yamana: (i) that is entered into in accordance with Section 5.1(c) of the Arrangement Agreement; (ii) that
contains confidentiality and standstill restrictions that are no less restrictive than those set out in the Confidentiality
Agreement; (iii) that does not permit the third party to acquire any Monarch Shares; and (iv) that does not preclude or
limit the ability of Monarch to disclose information relating to such agreement or the negotiations contemplated
thereby, to Yamana.
“Acquisition Agreement” has the meaning attributed thereto under the following heading in this Circular:
“Transaction Agreements – Arrangement Agreement – Non-Solicitation Covenants”.
“Acquisition Properties” means, collectively, the Wasamac Property and the Camflo Property.
“Acquisition Proposal” means whether or not in writing, any (a) proposal made after the date of the Arrangement
Agreement with respect to: (i) any direct or indirect acquisition by take-over bid, tender offer, exchange offer, treasury
issuance or other transaction that, if consummated, would result in any person or group of persons (or in the case of a
parent to parent transaction, their shareholders) (other than Yamana and its affiliates) beneficially owning Monarch
Shares (or securities convertible into or exchangeable or exercisable for Monarch Shares) representing 20% or more
of the Monarch Shares then outstanding; (ii) any plan of arrangement, amalgamation, merger, share exchange,
consolidation, recapitalization, reorganization, liquidation, dissolution, business combination or other similar
transaction in respect of Monarch or its subsidiaries; or (iii) any direct or indirect acquisition by any person or group
of persons (other than Yamana and its affiliates) of any assets of Monarch and/or any interest in its subsidiaries
(including shares or other equity interest of its subsidiaries) that are or that hold the Acquisition Properties or
individually or in the aggregate contribute 20% or more of the consolidated revenue of Monarch and its subsidiaries
or constitute or hold 20% or more of the fair market value of the assets of Monarch and its subsidiaries (taken as a
whole) in each case based on the consolidated financial statements of Monarch most recently filed prior to such time
as part of the Public Disclosure Record (or any sale, disposition, lease, license, royalty, alliance or joint venture, longterm supply agreement or other arrangement having a similar economic effect), whether in a single transaction or a
series of related transactions, or (b) inquiry, expression or other indication of interest or offer to, or public
announcement of or of an intention to do any of the foregoing, in each case excluding the Arrangement and the other
transactions contemplated by the Arrangement Agreement.
“affiliate” and “associate” have the meanings respectively attributed thereto under Securities Laws.
“Alamos” means Alamos Gold Inc.
“allowable capital loss” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital
Losses”.
“Arrangement” means the arrangement of Monarch under Section 192 of the CBCA on the terms and subject to the
conditions set out in the Plan of Arrangement, subject to any amendments or variations thereto made in accordance
with the terms of the Arrangement Agreement and the Plan of Arrangement or made at the direction of the Court in
the Final Order with the prior written consent of Monarch and Yamana, each acting reasonably.
“Arrangement Agreement” means the arrangement agreement dated November 1, 2020, as amended on November
19, 2020, between Monarch and Yamana (including the Schedules attached thereto) as the same may be amended,
supplemented, restated or otherwise modified from time to time in accordance with the terms thereof.
“Arrangement Resolution” means the special resolution to be considered and, if thought fit, passed by the Monarch
Securityholders at the Meeting to approve the Arrangement, to be substantially in the form and content of Appendix A
hereto.
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“Articles of Arrangement” means the articles of arrangement to be filed in accordance with the CBCA evidencing
the Arrangement.
“AST” means AST Trust Company.
“Audit Committee” means the audit committee of Monarch.
“Ausenco” means Ausenco Engineering Canada Inc.
“BBA” has the meaning attributed thereto under the following heading in this Circular: “The Arrangement –
Background to the Arrangement”.
“Beacon Gold Property” means Monarch’s 100% interest in the Beacon gold property.
“Beacon Shares” means the issued and outstanding common shares of Beacon Gold Mill Inc., of which 100 are issued
and outstanding as at the date of the Circular, all of which are currently held by Monarch.
“Beacon Mill” means Monarch’s 100% interest in the Beacon gold mill.
“Beaufor Mine” means the Beaufor mine and property.
“Beaufor Technical Report” means the technical report prepared for Monarch entitled “NI 43-101 Technical Report
of the mineral resource and mineral reserve estimates of the Beaufor Mine”, effective as of September 30, 2017 issued
on December 28, 2017, Carl Pelletier, P. Geo., Laurent Roy, Eng., Catherine Jalbert, P. Geo. and Guillaume Noël,
Eng., each of them from InnovExplo (Val-d’Or, Québec), Geneviève Auger, Eng. from InnovExplo (Longueuil,
Québec) and Gail Amyot, Eng. from InnovExplo (Québec, Québec).
“Business Day” means a day other than a Saturday, a Sunday or any other day on which commercial banking
institutions in Montreal, Québec or in Toronto, Ontario are authorized or required by applicable Law to be closed.
“Camflo NO Property” means all of the right, title and interest of Monarch in the mining rights set out in Section 1.1
of the Monarch Disclosure Letter.
“Camflo Property” means Monarch’s 100% interest in Camflo Mill Inc. and 80% interest in the Camflo NO Property.
“Canada-US Tax Treaty” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Not Resident in Canada – Dividends on Monarch Shares,
SpinCo Shares or Yamana Shares”.
“Cash Consideration” means $0.192 for each Monarch Share.
“CBCA” means the Canada Business Corporations Act, R.S.C. 1985, as amended.
“Certificate of Arrangement” means the certificate of arrangement issued by the Director pursuant to Subsection
192(7) of the CBCA in respect of the Articles of Arrangement.
“Change of Recommendation” has the meaning attributed thereto in the Arrangement Agreement.
“CIM” means the Canadian Institute of Mining, Metallurgy and Petroleum.
“Circular” means this management information circular (including the notice of meeting included herewith and all
appendices hereto) sent to the Monarch Securityholders in connection with the Meeting, including any amendments
or supplements hereto.
“Code” means the United States Internal Revenue Code of 1986, as amended.
“Code of Ethics” has the meaning attributed thereto under the following heading in this Circular: “Corporate
Governance – Ethical Business Conduct”.
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“Compensation Committee” means the Human Resources, Compensation and Nominating Committee of the
Monarch Board.
“Compensation Schedule” means the schedule setting out the compensation payable to the employees of Monarch
and its subsidiaries as agreed to in writing between Monarch and Yamana.
“Competition Act” means the Competition Act, R.S.C. 1985, c. C-34, and the regulations promulgated thereunder, as
amended.
“Computershare” means Computershare Investor Services Inc.
“Confidentiality Agreement” means the confidentiality agreement dated as of July 2, 2020 between Monarch and
Yamana.
“Consideration” means the consideration to be received pursuant to the Plan of Arrangement in respect of each
Monarch Share that is issued and outstanding immediately prior to the Effective Time, consisting of (i) the Cash
Consideration; (ii) the Yamana Share Consideration; and (iii) the SpinCo Consideration Shares.
“Consideration Shares” means the Yamana Shares to be issued as Yamana Share Consideration pursuant to the
Arrangement.
“Contract” means any contract, agreement, license, franchise, lease, arrangement, commitment, understanding, joint
venture, partnership, note, instrument, or other right or obligation (whether written or oral) to which Monarch, or any
of its subsidiaries, is a party or by which Monarch or any of its subsidiaries is bound or affected or to which any of
their respective properties or assets is subject.
“Controlling Individual” has the meaning attributed thereto under the following heading in this Circular: “Eligibility
for Investment”.
“Court” means the Québec Superior Court (commercial division) in the district of Québec.
“CRA” means the Canada Revenue Agency.
“Croinor Property” means Monarch’s 100% interest in the Croinor gold property.
“Depositary” means Computershare Trust Company of Canada, in its capacity as depositary for the Arrangement.
“Designated Groups” has the meaning attributed thereto under the following heading in this Circular: “Corporate
Governance – Diversity”.
“Director” means the director appointed pursuant to Section 260 of the CBCA.
“Dissent Procedures” means the procedures to be taken by a Monarch Shareholder in exercising Dissent Rights.
“Dissent Rights” means the rights of dissent exercisable by Registered Holders in respect of the Arrangement
Resolution, as described in Section 5.1 of the Plan of Arrangement.
“Dissent Shares” means Monarch Shares held by a Dissenting Monarch Shareholder and in respect of which the
Dissenting Monarch Shareholder has validly exercised the Dissent Rights.
“Dissenting Monarch Shareholder” means a Registered Holder who duly and validly exercises Dissent Rights in
strict compliance with the Dissent Rights and who has not withdrawn or been deemed to have withdrawn such Dissent
Rights.
“Distribution SpinCo Share” has the meaning attributed thereto under the following heading in this Circular: “The
Arrangement – Principal Steps of the Arrangement”.
“DPSPs” has the meaning attributed thereto under the following heading in this Circular: “Eligibility for Investment”.
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“DRS Statement” means a direct registration statement issued by a depositary evidencing the securities held by a
Monarch Shareholder in book-based form in lieu of a physical share certificate.
“Effective Date” means the date upon which the Arrangement becomes effective as shown on the Certificate of
Arrangement.
“Effective Time” means 12:01 a.m. (Eastern time) on the Effective Date or such other time as Monarch and Yamana
may agree upon in writing prior to the Effective Date.
“Elected Amount” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Exchange of Monarch Class A Shares
– With Section 85 Election.”
“Eligible Holder” has the meaning attributed thereto in Section 1.1 of the Plan of Arrangement.
“Eligible Institution” means a Canadian Schedule I Chartered Bank, a member of the Securities Transfer Agents
Medallion Program (STAMP), a member of the Stock Exchanges Medallion Program (SEMP) or a member of the
New York Stock Exchange Inc. Medallion Signature Program (MSP).
“Eligible Participants” has the meaning attributed thereto under the following heading in this Circular: “Named
Executive Officer and Director Compensation – Stock Option Plans and Other Incentive Plans – Amended and
Restated Stock Option Plan Description”.
“Employment Agreement of the Chief Financial Officer” has the meaning attributed thereto under the following
heading in this Circular: “Named Executive Officer and Director Compensation – Termination and Change of Control
Benefits – Alain Lévesque”.
“Employment Agreement of the Vice President Corporate Development” has the meaning attributed thereto under
the following heading in this Circular: “Named Executive Officer and Director Compensation – Termination and
Change of Control Benefits – Mathieu Séguin”.
“Employment Agreement of the Vice President Operations” has the meaning attributed thereto under the following
heading in this Circular: “Named Executive Officer and Director Compensation – Termination and Change of Control
Benefits – Marc-André Lavergne”.
“Encumbrance” means any mortgage, hypothec, pledge, assignment, charge, lien, claim, security interest, adverse
interest, other third person interest or encumbrance of any kind, whether contingent or absolute, and any agreement,
option, right or privilege (whether by law, contract or otherwise) capable of becoming any of the foregoing.
“Exchange Ratio” means 0.0376 of a Yamana Share.
“Executive Employment Agreements” has the meaning attributed thereto under the following heading in Appendix
F of this Circular: “Information Concerning SpinCo – Executive Compensation – Compensation of Executives”.
“Fair Market Value” has the meaning attributed thereto in Section 1.1 of the Plan of Arrangement.
“Fairness Opinion” means the opinion of the Financial Advisor to the effect that, as of the date of such opinion and
based upon and subject to the assumptions, limitations and qualifications set forth therein, the Consideration to be
received by the Monarch Shareholders under the Arrangement is fair, from a financial point of view, to the Monarch
Shareholders other than Yamana.
“FCA” means the United Kingdom Financial Conduct Authority.
“Final Order” means the order of the Court approving the Arrangement under Section 192 of the CBCA, in form and
substance acceptable to Monarch and Yamana, each acting reasonably, after a hearing upon the procedural and
substantive fairness of the terms and conditions of the Arrangement and being informed of the intention to rely upon
the Section 3(a)(10) Exemption from registration under the U.S. Securities Act in connection with the issuance of the
Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to Monarch Securityholders, as such
order may be affirmed, amended, modified, supplemented or varied by the Court (with the consent of both Monarch
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and Yamana, each acting reasonably) at any time prior to the Effective Date or, if appealed, as affirmed or amended
(provided that any such amendment is acceptable to both Monarch and Yamana, each acting reasonably) on appeal
unless such appeal is withdrawn, abandoned or denied.
“Financial Advisor” means Stifel Nicolaus Canada Inc.
“First Preference Shares” means first preference shares in the capital of Yamana.
“Former Monarch Optionholder” means, at and following the Effective Time, the holders of Monarch Options
immediately prior to the Effective Time.
“Former Monarch Shareholder” means, at and following the Effective Time, the Monarch Shareholders
immediately prior to the Effective Time.
“Former Monarch Warrantholder” means, at and following the Effective Time, the holders of Monarch Warrants
immediately prior to the Effective Time.
“GGA” means Global Governance Advisors.
“Glencore” means Glencore Canada Corporation.
“Governmental Authority” means any multinational, federal, provincial, territorial, state, regional, municipal, local
or other government or governmental body and any division, agent, official, agency, commission, board or authority
of any government, governmental body, quasi-governmental or private body (including the TSX or any other stock
exchange) exercising any statutory, regulatory, expropriation or taxing authority under the authority of any of the
foregoing and any domestic, foreign or international judicial, quasi-judicial or administrative court, tribunal,
commission, board, panel or arbitrator acting under the authority of any of the foregoing.
“Guidelines” has the meaning attributed thereto under the following heading in Appendix F of this Circular:
“Information Concerning SpinCo – Corporate Governance”.
“Holder” has the meaning attributed thereto under the following heading in this Circular: “Certain Canadian Federal
Income Tax Considerations – Monarch Shareholders”.
“IFRS” means International Financial Reporting Standards as incorporated in the Chartered Professional Accountants
of Canada Handbook, at the relevant time applied on a consistent basis.
“In-The-Money Amount” means, in respect of a Monarch Option, the amount, if any, by which the aggregate closing
price of Monarch Shares that a holder is entitled to acquire on exercise of a Monarch Option immediately prior to the
Effective Time exceeds the aggregate exercise price of such Monarch Option.
“Indemnified Party” has the meaning attributed thereto under the following heading in Appendix F of this Circular:
“Information Concerning SpinCo – Available Funds and Principal Purposes – Principal Purposes”.
“Initial SpinCo Share” means one SpinCo Share, to be issued by SpinCo to Monarch prior to the Effective Date.
“Interim Order” means the interim order of the Court to be issued following the application therefor submitted to
the Court pursuant to Section 192 of the CBCA as contemplated by Section 2.2(b) of the Arrangement Agreement,
after being informed of the intention to rely upon the Section 3(a)(10) Exemption from registration under the U.S.
Securities Act in connection with the issuance of the Monarch Option Shares, Consideration Shares and SpinCo
Consideration Shares to Monarch Securityholders pursuant to the Arrangement, in form and substance acceptable to
Monarch and Yamana, each acting reasonably, providing for, among other things, the calling and holding of the
Meeting, as such order may be affirmed, amended, modified, supplemented or varied by the Court with the consent
of both Monarch and Yamana, each acting reasonably.
“IRS” means the Internal Revenue Service of the United States federal government.
“KPMG” means KPMG LLP, Chartered Professional Accountants.
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“Lacoste Agreement” has the meaning attributed thereto under the following heading in this Circular: “Named
Executive Officer and Director Compensation – Termination and Change of Control Benefits – Jean-Marc Lacoste”.
“Laws” means all laws, statutes, codes, ordinances (including zoning), decrees, rules, regulations, by-laws, notices,
judicial, arbitral, administrative, ministerial, departmental or regulatory judgments, injunctions, orders, decisions,
settlements, writs, assessments, arbitration awards, rulings, determinations or awards, decrees or other requirements
of any Governmental Authority having the force of law and any legal requirements arising under the common law or
principles of law or equity and the term “applicable” with respect to such Laws and, in the context that refers to any
person, means such Laws as are applicable at the relevant time or times to such person or its business, undertaking,
property or securities and emanate from a Governmental Authority having jurisdiction over such person or its business,
undertaking, property or securities.
“Letter of Transmittal” means the letter of transmittal sent by Monarch to the Monarch Securityholders for use in
connection with the Arrangement, providing for the delivery of certificates representing Monarch Shares to the
Depositary.
“Liens” means any pledge, claim, lien, charge, option, hypothec, mortgage, security interest, restriction, adverse right,
prior assignment, lease, sublease, royalty, levy, right to possession or any other encumbrance, easement, license, right
of first refusal, covenant, voting trust or agreement, transfer restriction under any shareholder or similar agreement,
right or restriction of any kind or nature whatsoever, whether contingent or absolute, direct or indirect, or any
agreement, option, right or privilege (whether by Law, contract or otherwise) capable of becoming any of the
foregoing.
“Locked-Up Shareholders” means, collectively, the officers and directors of Monarch who have entered into Support
Agreements.
“LSE” means the London Stock Exchange.
“Louvem Shares” means the 15,880,001 issued and outstanding common shares of Louvem Mines Inc., all of which
are currently held by Monarch.
“Main Market” means the Main Market of the LSE.
“Majority Voting Policy” means the policy adopted by the Monarch Board governing the election of directors to the
Monarch Board.
“Material Adverse Effect” means any result, fact, change, effect, event, circumstance, occurrence or development
that, taken together with all other results, facts, changes, effects, events, circumstances, occurrences or developments,
has or would reasonably be expected to have a material and adverse effect on the business, results of operations,
capitalization, assets, liabilities (including any contingent liabilities), obligations (whether absolute, accrued,
conditional or otherwise), prospects or financial condition of Monarch and its subsidiaries, taken as a whole or on the
Acquisition Properties, provided, however, that any result, fact, change, effect, event, circumstance, occurrence or
development that arises out of, relates directly or indirectly to, results directly or indirectly from or is attributable to
any of the following will not be deemed to constitute, and will not be taken into account in determining whether there
has been, a Material Adverse Effect: (a) changes, developments or conditions in or relating to general political,
economic or financial or capital market conditions in Canada or globally (including any reduction in market indices);
(b) any change or proposed change in any Laws or the interpretation, application or non-application of any Laws by
any Governmental Authority; (c) changes or developments affecting the global mining industry in general; (d) any
outbreak or escalation of hostilities or war or acts of terrorism or any natural disaster or general outbreaks of illness
(including COVID-19); (e) any changes in the price of gold; (f) any generally applicable changes in IFRS; (g) a change
in the market price of the Monarch Shares as a result of the announcement of the execution of the Arrangement
Agreement or of the transactions contemplated hereby; (h) any action taken (or omitted to be taken) by Monarch or
any of its subsidiaries, which is required to be taken (or omitted to be taken) pursuant to the Arrangement Agreement
or that is consented to by Yamana in writing; (i) the announcement of the Arrangement Agreement or consummation
of the Arrangement or the transactions contemplated hereby; or (j) the failure by Monarch to achieve the results set
forth in any internal or public projection, forecasts, guidance or estimates regarding its revenues, cash flow, or earnings
(it being understood that the causes underlying such failure may be taken into account in determining whether a
Material Adverse Effect has occurred); provided, however, that each of clauses (a) through (d) above will not apply
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to the extent that any of the changes, developments, conditions or occurrences referred to therein relate primarily to
(or have the effect of relating primarily to) Monarch and its subsidiaries taken as a whole or disproportionately
adversely affect Monarch and its subsidiaries taken as a whole in comparison to other persons who operate in the gold
mining industry and provided further, however, that references in certain sections of the Arrangement Agreement to
dollar amounts are not intended to be, and will not be deemed to be, illustrative or interpretive for purposes of
determining whether a Material Adverse Effect has occurred.
“material fact” has the meaning attributed to such term under Securities Laws.
“McKenzie Property” means Monarch’s 100% interest in the McKenzie property.
“Meeting” means the special meeting of the Monarch Securityholders, including any adjournment or postponement
thereof, to be called and held in accordance with the Interim Order for the purpose of considering and, if thought fit,
approving the Arrangement Resolution and the Shareholder Matters.
“MI 61-101” means Multilateral Instrument 61-101 - Protection of Minority Security Holders in Special
Transactions.
“misrepresentation” has the meaning attributed to such term under Securities Laws.
“Monarch” means Monarch Gold Corporation, a corporation organized under the federal laws of Canada.
“Monarch AIF” has the meaning attributed thereto under the following heading in this Circular: “Appendix E –
Information Concerning Monarch”.
“Monarch Annual Financial Statements” means the audited consolidated financial statements of Monarch as at,
and for the years ended, June 30, 2020 and June 30, 2019 including the notes thereto.
“Monarch Annual MD&A” has the meaning attributed thereto under the following heading in this Circular:
“Appendix E – Information Concerning Monarch”.
“Monarch Board” means the board of directors of Monarch.
“Monarch Certificated Warrants” means the warrants, including for greater certainty, the compensation warrants,
to acquire Monarch Shares issued pursuant to certain standalone warrant certificates of Monarch.
“Monarch Class A Shareholder” means a holder of Monarch Class A Shares.
“Monarch Class A Shares” has the meaning attributed thereto under the following heading in this Circular: “The
Arrangement – Principal Steps of the Arrangement”.
“Monarch Disclosure Letter” means the disclosure letter dated November 1, 2020 regarding the Arrangement
Agreement executed by Monarch and delivered to Yamana contemporaneously with the execution of the Arrangement
Agreement.
“Monarch In-The-Money Option” means a Monarch Option having an In-the-Money Amount.
“Monarch Indenture Warrants” means the warrants to acquire Monarch Shares issued pursuant to the Monarch
Warrant Indenture.
“Monarch Interim Financial Statements” means the unaudited condensed interim financial statements of Monarch
for the three months ended September 30, 2020, including the notes thereto.
“Monarch Option Plan” means Monarch’s Amended and Restated 2011 Stock Option Plan as adopted by the
Monarch Board on October 28, 2011 and amended as of November 2, 2012, December 16, 2013, August 4, 2017 and
May 22, 2018.
“Monarch Option Shares” means Monarch Shares to be issued to holders of Monarch In-the-Money Options
pursuant to the Plan of Arrangement.
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“Monarch Optionholder” means a holder of one or more Monarch Options.
“Monarch Options” means options to acquire Monarch Shares granted pursuant to the Monarch Option Plan.
“Monarch Out-of-the-Money Option” means a Monarch Option that is not a Monarch In-The-Money Option.
“Monarch Properties” means, collectively, the Acquisition Properties and the SpinCo Properties.
“Monarch Securityholder Approval” means the requisite approval of the Arrangement Resolution by (i) at least
66⅔% of the votes cast on the Arrangement Resolution by the Monarch Securityholders present virtually or
represented by proxy and entitled to vote at the Meeting, voting together as a single class and (ii) a simple majority of
the votes cast by Monarch Shareholders present virtually or represented by proxy and entitled to vote at the Meeting,
excluding Monarch Shares held by any “interested party”, any “related party” of an “interested party” or any “joint
actor” of the foregoing (as such terms are defined under MI 61-101).
“Monarch Securityholders” means, collectively, Monarch Shareholders and Monarch Optionholders.
“Monarch Shareholder” means a holder of one or more Monarch Shares.
“Monarch Shares” means the common shares in the capital of Monarch.
“Monarch Warrant Indenture” means the warrant indenture between Monarch and Computershare Trust Company
of Canada dated September 17, 2020.
“Monarch Warrantholder” means a holder of one or more Monarch Warrants.
“Monarch Warrants” means collectively, Monarch Certificated Warrants and Monarch Indenture Warrants.
“MOU” has the meaning attributed thereto under the following heading in this Circular: “The Arrangement –
Background to the Arrangement”.
“Named Executive Officers” has the meaning attributed thereto under the following heading in this Circular: “Named
Executive Officer and Director Compensation – Compensation Discussion Analysis – Named Executive Officers”.
“New Shares” has the meaning attributed thereto under the following heading in this Circular: “Certain United States
Federal Income Tax”.
“NI 43-101” means the Regulation 43-101 respecting Standards of Disclosure for Mineral Projects.
“NI 52-109” means Regulation 52-109 respecting Certification of Disclosure in Issuers’ Annual and Interim Filings.
“NI 52-110” means the Regulation 52-110 respecting Audit Committees.
“NI 58-101” means the Regulation 58-101 respecting Disclosure of Corporate Governance Practices.
“NOBO” has the meaning attributed thereto under the following heading in this Circular: “General Proxy Information
– Non-Registered Holders – Voting Options”.
“Non-Registered Holder” means a Monarch Shareholder who is not a Registered Holder.
“Non-Resident Holder” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Shareholders – Holders Not Resident in Canada”.
“Notice of Dissent” means a notice of dissent duly and validly given by a Registered Holder exercising Dissent Rights
as contemplated in the Interim Order.
“NYSE” means the New York Stock Exchange.
“OBO” has the meaning attributed thereto under the following heading in this Circular “General proxy Information –
Non-Registered Holders – Voting Option”.
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“Official List” means the Official List of the FCA.
“Orbite Property” means Monarch’s 100% interest in the Orbite property.
“Order” has the meaning attributed thereto under the following heading in Appendix F of this Circular: “Information
Concerning SpinCo – Directors and Officers of SpinCo – Corporate Cease Trade Orders, Bankruptcies, Penalties or
Sanctions”.
“Outside Date” means January 31, 2021 or such later date as may be agreed to in writing by the Parties, provided that
if the Effective Date has not occurred by January 31, 2021 as a result of the failure to satisfy the conditions set forth
in Section 7.1(b) or 7.3(j) of the Arrangement Agreement then either Party may elect by notice in writing delivered to
the other Party by no later than 5:00 p.m. (Eastern time) on a date that is on or prior to such date or, in the case of
subsequent extensions, the date that is on or prior to the Outside Date, as previously extended, to extend the Outside
Date from time to time by a specified period of not less than five days and not more than 15 days, provided that in
aggregate such extensions will not exceed 90 days from January 31, 2021; provided further that, notwithstanding the
foregoing, a Party will not be permitted to extend the Outside Date if the failure to satisfy the conditions set forth in
Section 7.1(b) or 7.3(j) of the Arrangement Agreement is primarily the result of such Party’s failure to comply with
its covenants in the Arrangement Agreement.
“Parties” means Monarch and Yamana, and “Party” means either one of them.
“PCAOB” means the Public Company Accounting Oversight Board.
“Pension Plan” has the meaning attributed thereto under the following heading in this Circular: “Named Executive
Officer and Director Compensation – Pension Plan Benefits”.
“Permit” means any lease, license, permit, certificate, consent, order, grant, approval, classification, registration or
other authorization of or from any Governmental Authority.
“person” includes an individual, sole proprietorship, corporation, body corporate, incorporated or unincorporated
association, syndicate or organization, partnership, limited partnership, limited liability company, unlimited liability
company, joint venture, joint stock company, trust, natural person in his or her capacity as trustee, executor,
administrator or other legal representative, a government or Governmental Authority or other entity, whether or not
having legal status.
“PFIC” has the meaning attributed thereto under the following heading in this Circular: “Certain United States
Federal Income Tax Considerations – Passive Foreign Investment Company Considerations”.
“Plan of Arrangement” means the plan of arrangement substantially in the form and content set out in Appendix B
hereto, as amended, modified or supplemented from time to time in accordance with Article 7 of the Plan of
Arrangement or at the direction of the Court in the Final Order, with the consent of Monarch and Yamana, each acting
reasonably.
“Proceedings” has the meaning attributed thereto in the Arrangement Agreement.
“Proposal” has the meaning attributed thereto under the following heading in this Circular: “The Arrangement –
Background to the Arrangement”.
“Proxy Solicitation Agent” means Laurel Hill Advisory Group.
“Public Disclosure Record” means all documents filed by or on behalf of Monarch on SEDAR since January 1, 2017
and prior to November 1, 2020 that are publicly available on November 1, 2020.
“QEF” has the meaning attributed thereto under the following heading in this Circular: “Certain United States Federal
Income Tax Considerations – Passive Foreign Investment Company Considerations – Qualified Electing Fund
Election”.
“Record Date” means November 30, 2020.
“Registered Holder” means a registered holder of Monarch Shares.
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“Registered Plan” has the meaning attributed thereto under the following heading in this Circular: “Eligibility for
Investment.”
“Regulation S” means Regulation S under the U.S. Securities Act.
“Regulatory Approvals” means sanctions, rulings, consents, orders, exemptions, permits, waivers, early termination
authorizations, clearances, written confirmations of no intention to initiate legal proceedings and other approvals
(including the lapse, without objection, of a prescribed time under a statute or regulation that states that a transaction
may be implemented if a prescribed time lapses following the giving of notice without an objection being made) of
Governmental Authorities.
“Replacement SpinCo Warrant” has the meaning attributed thereto under the following heading in this Circular:
“The Arrangement – Treatment of Monarch Warrants – Monarch Certificated Warrants”.
“Replacement Yamana Warrant” has the meaning attributed thereto under the following heading in this Circular:
“The Arrangement – Treatment of Monarch Warrants – Monarch Certificated Warrants”.
“Representatives” means, collectively, with respect to a Party, that Party’s officers, directors, employees, consultants,
advisors, agents or other representatives (including lawyers, accountants, investment bankers and financial advisors).
“Resident Holder” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Resident in Canada”.
“Rule 144” means Rule 144 under the U.S. Securities Act.
“SEC” means the United States Securities and Exchange Commission.
“Section 3(a)(10) Exemption” means the exemption from the registration requirements of the U.S. Securities Act
pursuant to Section 3(a)(10) of the U.S. Securities Act.
“Section 85 Election” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Exchange of Monarch Class A Shares
– With Section 85 Election”.
“Securities Laws” means the Securities Act (Ontario) or the Securities Act (Québec), as applicable, and the rules,
regulations and published policies made thereunder and all other applicable Canadian provincial and territorial
securities Laws.
“SEDAR” means System for Electronic Document Analysis Retrieval.
“Shareholder Matters” has the meaning attributed thereto under the following heading in this Circular “General
Proxy Information – Registered Holdings or Monarch Optionholders – Voting Options”.
“Spin-Out” means the transfer of the SpinCo Assets and SpinCo Liabilities to SpinCo immediately prior to the
Effective Time.
“SpinCo” means Corporation Minière Monarch/Monarch Mining Corporation, a corporation organized under the
federal laws of Canada that will hold the SpinCo Assets and SpinCo Liabilities following completion of the Spin-Out.
“SpinCo Assets” means (i) all mining claims (whether patented or unpatented), concessions, leases, licenses, surface
rights or other mineral rights and other interests in respect of the SpinCo Properties, (ii) the office lease of Monarch
relating to Monarch’s existing offices located at 68, Avenue de la Gare, Bureau 205, Québec, Québec, (iii) office
furniture, office equipment or office supplies located at the office location referred to in clause (ii) above, (iv) all fixed
assets and inventories of Monarch relating exclusively to the SpinCo Properties or located within the boundaries of
the SpinCo Properties or at the office location referred to above in paragraph (ii) above, (v) all joint venture, earn-in,
other Contracts entered into by Monarch, and royalties or other similar rights that relate exclusively to the SpinCo
Properties, (vi) all exploration information, data reports and studies including all geological, geophysical and
geochemical information and data (including all drill, sample and assay results and all maps) and all technical reports,
feasibility studies and other similar reports and studies of all nature concerning the SpinCo Properties in Monarch’s
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possession or control relating to the SpinCo Properties, (vii) $14,000,000 in cash (viii) the Beacon Shares, (ix) the
Louvem Shares, (x) the 11306448 Shares, and (xi) the X-Ore Shares.
“SpinCo Audit Committee” means the proposed Audit Committee of the SpinCo Board.
“SpinCo Board” means the board of directors of SpinCo.
“SpinCo Consideration Shares” means the SpinCo Shares to be issued pursuant to the Plan of Arrangement.
“SpinCo Compensation Committee” means the proposed Human Resources, Compensation and Nominating
Committee of the SpinCo Board.
“SpinCo Conveyance Agreement” means the agreement to be entered on or prior to the Effective Date between
Monarch and SpinCo to effect the sale and transfer of SpinCo Assets and SpinCo Liabilities from Monarch to SpinCo,
in a form satisfactory to Monarch, SpinCo and Yamana, acting reasonably.
“SpinCo Lacoste Agreement” has the meaning attributed thereto under the following heading in Appendix F of this
Circular: “Information Concerning SpinCo – Executive Compensation – Employment Agreements – Jean-Marc
Lacoste”.
“SpinCo Lévesque Agreement” has the meaning attributed thereto under the following heading in Appendix F of
this Circular: “Information Concerning SpinCo – Executive Compensation – Employment Agreements – Alain
Lévesque”.
“SpinCo Liabilities” means all of the liabilities of Monarch, contingent or otherwise, which pertain to, or arise in
connection with the operation of, the SpinCo Assets.
“SpinCo Option Plan” means the stock option plan attached hereto in Appendix G, to be approved by Monarch
Shareholders at the Meeting, subject to the approval of the Arrangement Resolution.
“SpinCo Option Plan Resolution” means the resolution to be considered and, if thought fit, passed by the Monarch
Shareholders at the Meeting to approve the SpinCo Option Plan, to be substantially in the form and content set forth
under the following heading in this Circular “Particulars of Matters to be Acted Upon at the Meeting – Approval of
the SpinCo Option Plan”, subject to the approval of the Arrangement Resolution.
“SpinCo Options” means options to purchase SpinCo Shares issued pursuant to the SpinCo Option Plan.
“SpinCo Properties” means all of the right, title and interest of Monarch in the mineral properties of Monarch, other
than the Acquisition Properties, which for greater certainty, includes the Beaufor Mine, the Croinor Property, the
McKenzie Property, the Swanson Property, the Beacon Gold Property, Beacon Mill and the Orbite Property.
“SpinCo RSU Plan” means the restricted share unit plan attached hereto as Appendix H to be approved by Monarch
Shareholders at the Meeting, subject to the approval of the Arrangement Resolution.
“SpinCo RSU Plan Resolution” means the resolution to be considered and, if thought fit, passed by the Monarch
Shareholders at the Meeting to approve the SpinCo RSU Plan, to be substantially in the form and content set forth
under the following heading in this Circular “Particulars of Matters to be Acted Upon at the Meeting – Approval of
the SpinCo RSU Plan”, subject to the approval of the Arrangement Resolution.
“SpinCo Share Units” means the restricted share units of SpinCo issued pursuant to the SpinCo RSU Plan.
“SpinCo Shareholder” means a holder of one or more SpinCo Shares.
“SpinCo Shares” means the common shares of SpinCo.
“Subject Securities” means collectively, the Monarch Shares, Monarch Options or Monarch Warrants, as applicable,
subject to the Support Agreements.
“SpinCo Subsidiaries” has the meaning attributed thereto under the following heading in Appendix F of this Circular:
“Information Concerning SpinCo – Corporate Structure and History”.
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“subsidiary” means, with respect to a specified entity, any: (a) corporation of which issued and outstanding voting
securities of such corporation to which are attached more than 50% of the votes that may be cast to elect directors of
the corporation (whether or not shares of any other class or classes will or might be entitled to vote upon the happening
of any event or contingency) are owned by such specified entity and the votes attached to those voting securities are
sufficient, if exercised, to elect a majority of the directors of such corporation; (b) partnership, unlimited liability
company, joint venture or other similar entity in which such specified entity has more than 50% of the equity interests
and the power to direct the policies, management and affairs thereof; and (c) a subsidiary (as defined in clauses (a)
and (b) above) of any subsidiary (as so defined) of such specified entity.
“Superior Proposal” means a bona fide Acquisition Proposal (provided, however, that for the purposes of this
definition, all references to “20%” in the definition of “Acquisition Proposal” will be changed to “100%”) made in
writing on or after the date of the Arrangement Agreement by a third party or parties acting jointly (other than Yamana
and its affiliates) that did not result from a breach of Article 5 of the Arrangement Agreement and which or in respect
of which: (a) the Monarch Board has determined in good faith, after consultation with its financial advisors and outside
legal counsel, that such Acquisition Proposal would, taking into account all of the terms and conditions of such
Acquisition Proposal, if consummated in accordance with its terms (but not assuming away any risk of noncompletion), result in a transaction which is (i) in the best interests of Monarch and its stakeholders; and (ii) superior
to the Monarch Shareholders from a financial point of view than the Arrangement (taking into account any
amendments to the Arrangement Agreement and the Arrangement proposed by Yamana pursuant to Section 5.1(f) of
the Arrangement Agreement); (b) is made available to all of the Monarch Shareholders on the same terms and
conditions; (c) is not subject to any financing condition and in respect of which adequate arrangements have been
made to ensure that the required funds will be available to effect payment in full; (d) is not subject to any due diligence
and/or access condition; (e) the Monarch Board has determined in good faith, after consultation with its financial
advisors and outside legal counsel, is reasonably capable of being completed in accordance with its terms, without
undue delay, taking into account all legal, financial, regulatory and other aspects of such Acquisition Proposal and the
person making such Acquisition Proposal; and (f) after receiving the advice of outside legal counsel, it would be
inconsistent with the fiduciary duties of the Monarch Board to fail to take action in respect thereof.
“Superior Proposal Notice” has the meaning attributed thereto under the following heading in this Circular:
“Transaction Agreements – Arrangement Agreement – Non-Solicitation Covenants”.
“Superior Proposal Notice Period” has the meaning attributed thereto under the following heading in this Circular:
“Transaction Agreements – Arrangement Agreement – Non-Solicitation Covenants”.
“Support Agreements” means the voting and support agreements dated November 1, 2020 between Yamana and the
Locked-Up Shareholders and other voting and support agreements that may be entered into after such date by Yamana
and other Monarch Shareholders, which agreements provide that such Monarch Shareholders will, among other things,
vote all of the Subject Securities (which carry the right to vote) of which they are the registered or beneficial holder
or over which they have control or direction, in favour of the Arrangement Resolution.
“Supporting Shareholders” means, collectively, the Monarch Shareholders, other than the Locked-Up Shareholders,
who have entered into Support Agreements.
“Swanson Property” means Monarch’s 100% interest in the Swanson property.
“Tax” or “Taxes” means all taxes, dues, duties, rates, imposts, fees, levies, other assessments, tariffs, charges or
obligations of the same or similar nature, however denominated, imposed, assessed or collected by any Governmental
Authority, including all income taxes, including any tax on or based on net income, gross income, income as
specifically defined, earnings, gross receipts, capital gains, profits, business royalty or selected items of income,
earnings or profits, and specifically including any federal, provincial, state, territorial, county, municipal, local or
foreign taxes, state profit share taxes, windfall or excess profit taxes, capital taxes, royalty taxes, production taxes,
mining taxes, payroll taxes, health taxes, employment taxes, withholding taxes, sales taxes, use taxes, goods and
services taxes, custom duties, value added taxes, ad valoram taxes, excise taxes, alternative or add-on minimum taxes,
franchise taxes, gross receipts taxes, licence taxes, occupation taxes, real and personal property taxes, stamp taxes,
anti-dumping taxes, countervailing taxes, occupation taxes, environment taxes, transfer taxes, and employment or
unemployment insurance premiums, social insurance premiums and worker’s compensation premiums and pension
(including Canada Pension Plan) payments, and other taxes, fees, imposts, assessments or charges of any kind
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whatsoever together with any interest, penalties, additional taxes, fines and other charges and additions that may
become payable in respect thereof.
“Tax Act” means the Income Tax Act (Canada) and the regulations promulgated thereunder, as amended.
“taxable capital gain” has the meaning attributed thereto under the following heading in this Circular: “Certain
Canadian Federal Income Tax Considerations – Holders Resident in Canada – Taxation of Capital Gains and Capital
Losses”.
“Termination Fee” means the amount of $8,000,000 payable by Monarch to Yamana in certain circumstances, as set
out in the Arrangement Agreement.
“Transfer” has the meaning attributed thereto in this Circular under the heading “Transaction Agreements – The
Support Agreements”.
“Transfer Agent” means Computershare, in its capacity as the transfer agent of Monarch.
“Treasury Regulations” has the meaning attributed thereto under the following heading in this Circular: “Certain
United States Federal Income Tax Considerations”.
“TSX” means the Toronto Stock Exchange.
“UK Admission” has the meaning attributed thereto in the Arrangement Agreement.
“U.S. Exchange Act” means the United States Securities Exchange Act of 1934, as amended, and the rules and
regulations promulgated thereunder.
“U.S. Securities Act” means the United States Securities Act of 1933, as amended and the rules and regulations
promulgated thereunder.
“Vesting Date” has the meaning attributed thereto under the following heading in this Circular: “Named Executive
Officer and Director Compensation – Termination and Change of Control Benefits – Marc-André Lavergne”.
“Wasamac Property” means Monarch’s 100% interest in the Wasamac property.
“Wasamac Technical Report” means the technical report prepared for Monarch entitled “NI 43-101 Technical
Report, Feasibility Study of the Wasamac Project, Rouyn-Noranda, Québec, Canada”, effective as of December 1,
2018, issued on December 3, 2018, prepared by Carl Caumartin, P. Eng., Alain Dorval, P. Eng., John Henning, P.
Eng., Richard Jundis, P. Eng., Luciano Piciacchia, P. Eng. and Tudorel Ciuculescu, P. Geo.
“X-Ore Shares” means the issued and outstanding common shares of X-Ore Resources Inc., of which 5,582,840 are
issued and outstanding as at the date of the Circular, all of which are currently held by Monarch.
“Yamana” means Yamana Gold Inc., a corporation organized under the federal laws of Canada.
“Yamana AIF” has the meaning attributed thereto under the following heading in this Circular: “Appendix I –
Information Concerning Yamana”.
“Yamana Annual MD&A” has the meaning attributed thereto under the following heading in this Circular:
“Appendix I – Information Concerning Yamana”.
“Yamana Interim Financial Statements” has the meaning attributed thereto under the following heading in this
Circular: “Appendix I – Information Concerning Yamana”.
“Yamana Material Adverse Effect” means any result, fact, change, effect, event, circumstance, occurrence or
development that, taken together with all other results, facts, changes, effects, events, circumstances, occurrences or
developments, has or would reasonably be expected to have a material and adverse effect on the business, results of
operations, capitalization, assets, liabilities (including any contingent liabilities), obligations (whether absolute,
accrued, conditional or otherwise), prospects or financial condition of Yamana and its subsidiaries, taken as a whole,
provided, however, that any result, fact, change, effect, event, circumstance, occurrence or development that arises
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out of, relates directly or indirectly to, results directly or indirectly from or is attributable to any of the following will
not be deemed to constitute, and will not be taken into account in determining whether there has been, a Material
Adverse Effect: (a) changes, developments or conditions in or relating to general political, economic or financial or
capital market conditions in Canada, Brazil, Chile or globally (including any reduction in market indices); (b) any
change or proposed change in any Laws or the interpretation, application or non-application of any Laws by any
Governmental Authority; (c) changes or developments affecting the global mining industry in general; (d) any
outbreak or escalation of hostilities or war or acts of terrorism or any natural disaster or general outbreaks of illness
(including COVID-19); (e) any changes in the price of gold, silver, copper or zinc; (f) any generally applicable changes
in IFRS; (g) a change in the market price of the Yamana Shares as a result of the announcement of the execution of
the Arrangement Agreement or of the transactions contemplated hereby; (h) any action taken (or omitted to be taken)
by Yamana or any of its subsidiaries, which is required to be taken (or omitted to be taken) pursuant to the Arrangement
Agreement or that is consented to by Monarch in writing; (i) the announcement of the Arrangement Agreement or
consummation of the Arrangement or the transactions contemplated hereby; or (j) the failure by Yamana to achieve
the results set forth any internal or public projection, forecasts, guidance or estimates regarding its revenues, cash
flow, or earnings (it being understood that the causes underlying such failure may be taken into account in determining
whether a Yamana Material Adverse Effect has occurred); provided, however, that each of clauses (a) through (d)
above will not apply to the extent that any of the changes, developments, conditions or occurrences referred to therein
relate primarily to (or have the effect of relating primarily to) Yamana and its subsidiaries taken as a whole or
disproportionately adversely affect Yamana and its subsidiaries taken as a whole in comparison to other persons who
operate in the gold mining industry and provided further, however, that references in certain sections of the
Arrangement Agreement to dollar amounts are not intended to be, and will not be deemed to be, illustrative or
interpretive for purposes of determining whether a Yamana Material Adverse Effect has occurred.
“Yamana Monarch Warrants” means Monarch Warrants held by Yamana.
“Yamana Share Consideration” means 0.0376 of a Yamana Share for each Monarch Share.
“Yamana Shareholder” means a holder of Yamana Shares.
“Yamana Shares” means common shares in the capital of Yamana.
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GENERAL
Information Contained in this Circular
The information contained in this Circular, unless otherwise indicated, is given as of November 30, 2020.
No person has been authorized to give any information or to make any representation in connection with the matters
being considered herein other than those contained in or incorporated by reference in this Circular and, if given or
made, such information or representation should not be considered or relied upon. This Circular does not constitute
an offer to sell, or a solicitation of an offer to acquire, any securities, or the solicitation of a proxy, by any person in
any jurisdiction in which such an offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such an offer of proxy solicitation.
Neither the delivery of this Circular nor any distribution of securities referred to herein will, under any circumstances,
create any implication that there has been no change in the information set forth herein since the date of this Circular.
Information contained in this Circular should not be construed as legal, tax or financial advice and Monarch
Securityholders are urged to consult their own professional advisors in connection with the matters considered in this
Circular.
The Arrangement has not been approved or disapproved by any securities regulatory authority (including, without
limitation, any securities regulatory authority of any Canadian province or territory, the SEC, or any securities
regulatory authority of any U.S. State), nor has any securities regulatory authority passed upon the fairness or merits
of the Arrangement or upon the accuracy or adequacy of the information contained in this Circular and any
representation to the contrary is unlawful.
Descriptions in this Circular of the terms of the Arrangement Agreement and the Plan of Arrangement are only
summaries of the terms of those documents and are qualified in their entirety by the full terms and conditions of such
documents. Monarch Securityholders should refer to the full text of the Arrangement Agreement and the Plan of
Arrangement for complete details of those documents. Those documents have been filed by Monarch under its profile
on SEDAR and are available at www.sedar.com. In addition, the Plan of Arrangement is attached as Appendix B to
this Circular.
Information Contained in this Circular regarding Yamana
The information concerning Yamana and its affiliates contained in this Circular has been provided by Yamana for
inclusion in this Circular and should be read together with, and qualified by, the documents of Yamana incorporated
by reference herein. Although Monarch has no knowledge that would indicate any statements contained herein relating
to Yamana and its affiliates taken from or based upon such information provided by Yamana are untrue or incomplete,
neither Monarch nor any of its officers or directors assumes any responsibility for the accuracy or completeness of the
information relating to Yamana and its affiliates, or for any failure by Yamana to disclose facts or events that may
have occurred or may affect the significance or accuracy of any such information but which are unknown to Monarch.
Currency and Exchange Rates
Unless otherwise indicated herein, references to “$”, “C$” or “Canadian dollars” are to Canadian dollars, and
references to “US$” or “U.S. dollars” are to United States dollars.
The following table sets forth the high and low exchange rates for one U.S. dollar expressed in Canadian dollars for
each period indicated, the average of the exchange rates for each period indicated and the exchange rate at the end of
each such period, based upon the indicative exchange rate as reported by the Bank of Canada:
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Exchange Rate

Three Months Ended
September 30

Years Ended
June 30

2020
($)

2020
($)

2019
($)

High

1.3616

1.4496

1.3642

Low

1.3042

1.2970

1.2803

Average rate for period

1.3321

1.3417

1.3237

Rate at end of period

1.3339

1.3628

1.3087

On November 30, 2020, the exchange rate for United States dollars expressed in terms of the Canadian dollar, as
reported by the Bank of Canada, was US$1.00 = C$1.2965.
Forward-Looking Information
This Circular and the documents incorporated into this Circular by reference contain “forward-looking statements”
within the meaning of the U.S. Private Securities Litigation Reform Act of 1995 and “forward-looking information”
within the meaning of the applicable Canadian securities legislation (forward-looking information and forwardlooking statements being collectively herein after referred to as “forward-looking statements”) that are based on
expectations, estimates and projections as at the date of this Circular or the dates of the documents incorporated herein
by reference, as applicable. These forward-looking statements include but are not limited to statements and
information concerning: the Arrangement; intentions, plans and future actions of Yamana, Monarch and SpinCo; the
timing for the implementation of the Arrangement and the potential benefits of the Arrangement; the likelihood of the
Arrangement being completed; principal steps of the Arrangement; statements made in, and based upon, the Fairness
Opinion; statements relating to the business and future activities of and developments related to Yamana, Monarch
and SpinCo after the date of this Circular and prior to the Effective Time and to and of Yamana and SpinCo after the
Effective Time; Monarch Securityholder Approval and Court approval of the Arrangement; listing of the SpinCo
Shares on the TSX or any other stock exchange; approval of the listing of the Consideration Shares on the TSX, NYSE
and LSE; jurisdictions in which SpinCo intends to become a reporting issuer; market position, ability to compete and
future financial or operating performance of SpinCo; results of advanced project development studies of SpinCo;
future acquisition by SpinCo of additional mineral resource properties; liquidity of Yamana Shares and SpinCo Shares
following the Effective Time; Monarch Shareholder approval of the SpinCo Option Plan and the SpinCo RSU Plan;
anticipated developments in operations; the future price of metals; the estimation of current and future mineral reserves
and resources and the realization of mineral reserve estimates; the timing and amount of estimated future production;
costs of production and capital expenditures; mine life of mineral projects, the timing and amount of estimated capital
expenditure; costs and timing of exploration and development and capital expenditures related thereto; operating
expenditures; success of exploration activities, including the discovery of commercial quantities of minerals, estimated
exploration budgets; currency fluctuations; requirements for additional capital; government regulation of mining
operations; environmental and project risks; unanticipated reclamation expenses; option and/or joint venture
agreements; title disputes or claims; indigenous rights; limitations on insurance coverage; the timing and possible
outcome of regulatory and permitted matters; goals; strategies; future growth; planned exploration activities and
planned future acquisitions; the adequacy of financial resources; the general economic conditions associated with the
current outbreak of the novel coronavirus known as COVID-19; and other events or conditions that may occur in the
future.
Any statements that involve discussions with respect to predictions, expectations, beliefs, plans, projections,
objectives, assumptions or future events or performance (often but not always using phrases such as “expects”, or
“does not expect”, “is expected”, “anticipates” or “does not anticipate”, “plans”, “budget”, “scheduled”, “forecasts”,
“seeks”, “estimates”, “believes” or “intends” or variations of such words and phrases or stating that certain actions,
events or results “may”, “could”, “would”, “should”, “might”, or “will” be taken to occur or be achieved) are not
statements of historical fact and may be forward-looking statements and are intended to identify forward-looking
statements.
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These forward-looking statements are based on the beliefs of Monarch’s, Yamana’s and SpinCo’s management, as
the case may be, as well as on assumptions, which such management believes to be reasonable based on information
currently available at the time such statements were made. However, there can be no assurance that the forwardlooking statements will prove to be accurate. Such assumptions and factors include, among other things, the
satisfaction of the terms and conditions of the Arrangement, including the approval of the Arrangement and its fairness
by the Court.
By their nature, forward-looking statements are based on assumptions and involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of Monarch, Yamana
and SpinCo to be materially different from any future results, performance or achievements expressed or implied by
the forward-looking statements. Forward-looking statements are subject to a variety of risks, uncertainties and other
factors which could cause actual events or results to differ from those expressed or implied by forward-looking
statements, including, without limitation: the Arrangement is subject to satisfaction or waiver of several conditions;
the Arrangement Agreement may be terminated in certain circumstances; Monarch will incur significant costs even if
the Arrangement is not completed, and may also be required to pay the Termination Fee to Yamana; the market price
of the Monarch Shares may decline if the Arrangement is not completed; the Termination Fee may discourage other
parties from attempting to acquire Monarch; Monarch Shareholders and holders of Monarch In-The-Money Options
entitled to receive Monarch Option Shares will receive a fixed number of Yamana Shares which will not be adjusted
to reflect any change in the market value of the Yamana Shares or Monarch Shares prior to the closing of the
Arrangement; general business, economic, competitive, political, regulatory and social uncertainties; risks and
uncertainties related to possible foreign operations; uncertainty related to mineral exploration properties; risks related
to the ability to finance the continued exploration of mineral properties; risks related to Monarch and SpinCo not
having any proven and probable mineral reserves; history of losses of Monarch; risks related to factors beyond the
control of Monarch, SpinCo or Yamana; risks related to the reliability of the information regarding Yamana; risks and
uncertainties associated with exploration; risks related to Monarch’s limited business history; that SpinCo has no
business history; risks and uncertainties related to the results of advanced project development studies of SpinCo; the
limited number of exploration prospects and properties relied on; risks related to the business combination with
Yamana; risks related with the valuation of SpinCo’s property, plant and equipment and exploration and evaluation
assets; risks related to the security of SpinCo’s systems and software; risks related to future acquisitions and joint
ventures, such as new geographic, political, operating, financial and geological risks or risks related to assimilating
operations and employees; risks related to the prior business of Monarch; risks related to the prior business of Yamana;
the potential for additional financings and dilution of the equity interests of Monarch Shareholders and SpinCo
Shareholders; that Monarch and SpinCo have no history of mineral production or mining operations; uncertainty as to
when, or if, the SpinCo Shares will be listed on the TSX or any other stock exchange; tax risks if the SpinCo Shares
are not listed on a designated stock exchange in Canada; risks related to the U.S. federal income tax consequences to
U.S. Holders; risks related to the annual assessment by management of the effectiveness of SpinCo’s internal control
over financial reporting; risks related to public company obligations; risks related to the accuracy of Monarch and
SpinCo’s financial statements; risks related to the qualification of the funds spent by SpinCo as Canadian exploration
expenses; risks related to bankruptcy, liquidation or reorganization of SpinCo; risks related to the nature of mineral
exploration and development; discrepancies between actual and estimated mineral reserves and resources; risks caused
by factors beyond Monarch’s control, such as gold market price volatility, recovery rates of minerals from mined ore,
general economic and business conditions and the COVID-19 pandemic; risks related to competition in the mineral
industry; risks related to shareholder activism in the mining industry; risks related to regulatory requirements including
environmental laws and regulations and liabilities; risks related to obtaining permits and licences and future changes
to environmental laws and regulations; risks related to Monarch and SpinCo’s inability to obtain insurance for certain
potential losses; risk related to gold mining industry competition; environmental risks and hazards, including unknown
environmental risks related to past activities; risks related to current or future litigation which could affect Monarch’s
operations; risks related to political developments and policy shifts; risks related to costs of land reclamation; risks
related to Monarch’s title to mineral properties; risks related to dependence on key personnel; risks related to
amendments to laws; risks related to the involvement of some of the directors and officers of Monarch, SpinCo and
Yamana with other natural resource companies active in the Abitibi region; risks related to the market value and the
volatility of Monarch Shares and SpinCo Shares; mine life of mineral projects; labour disputes; delays in obtaining
governmental approvals or financing or in the completion of development or construction activities; the ability to
renew existing licences or permits or obtain required licences and permits; increased infrastructure and/or operating
costs; risks of not meeting exploration budget forecasts; risks related to conflicts of interest, including risks related to
directors and officers of Monarch possibly having interests in the Arrangement that are different from other Monarch
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Shareholders; risks relating to the possibility that more than 5% of Monarch Shareholders may exercise their dissent
rights; risks related to the Indemnified Liability (as such term is defined in the Arrangement Agreement) of SpinCo
pursuant to the Arrangement Agreement; and legal claims, securities class actions, derivative lawsuits and community
and non-governmental actions and regulatory risks.
This list is not exhaustive of the factors that may affect any of forward-looking statements of Monarch, SpinCo and
Yamana. Forward-looking statements are statements about the future and are inherently uncertain. Actual results could
differ materially from those projected in the forward-looking statements as a result of the matters set out or
incorporated by reference in this Circular generally and certain economic and business factors, some of which may be
beyond the control of Monarch, SpinCo and Yamana. Some of the important risks and uncertainties that could affect
forward-looking statements are described further under the heading “The Arrangement – Risks Associated with the
Arrangement” in this Circular, under the heading “Risk Factors” in the Monarch AIF, which is incorporated herein
by reference, under the heading “Risk Factors”, in the Yamana AIF, which is incorporated herein by reference, and
under the heading “Risk Factors”, in Appendix F to this Circular, which is incorporated herein by reference. Monarch,
SpinCo and Yamana do not intend, and do not assume any obligation, to update any forward-looking statements, other
than as required by applicable law. For all of these reasons, Monarch Securityholders should not place undue reliance
on forward-looking statements.
Scientific and Technical Information
All mineral reserves and mineral resources for Monarch have been estimated in accordance with the standards of the
CIM and NI 43-101. All mineral resources are reported exclusive of mineral reserves. Mineral resources that are not
mineral reserves do not have demonstrated economic viability. Information on data verification performed on the
mineral properties of Monarch contained in or incorporated by reference in this Circular that are considered to be
material mineral properties to Monarch are contained in the Monarch AIF (as defined herein) and the current technical
report for each such property is filed by Monarch under its profile on SEDAR at www.sedar.com. See “Other
Information – Interests of Experts”.
Note to United States Shareholders
THE ARRANGEMENT AND THE SECURITIES TO BE ISSUED IN CONNECTION WITH THE
ARRANGEMENT HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SEC OR SECURITIES
REGULATORY AUTHORITIES IN ANY U.S. STATE, NOR HAS THE SEC OR THE SECURITIES
REGULATORY AUTHORITIES OF ANY STATE PASSED UPON THE FAIRNESS OR MERITS OF THE
ARRANGEMENT OR UPON THE ADEQUACY OR ACCURACY OF THIS CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
The Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued under the
Arrangement have not been and will not be registered under the U.S. Securities Act or applicable state securities laws,
and are being issued in reliance on the Section 3(a)(10) Exemption thereof on the basis of the approval of the Court,
which will be informed of the intention to rely on the Section 3(a)(10) Exemption and will consider, among other
things, the substantive and procedural fairness of the Arrangement to Monarch Securityholders as further described in
this Circular under the heading “The Arrangement — U.S. Securities Law Matters”.
Monarch is a corporation organized and existing under the CBCA and a “foreign private issuer”, as such term is
defined in Rule 405 of Regulation C under the U.S. Securities Act. The solicitation of proxies and the transactions
contemplated in this Circular involve securities of an issuer located in Canada and are being effected in accordance
with Canadian corporate and securities laws and are not subject to the requirements of Section 14(a) of the U.S.
Exchange Act by virtue of an exemption applicable to proxy solicitations by “foreign private issuers” (as defined in
Rule 405 of Regulation C under the U.S. Securities Act). Accordingly, this Circular has been prepared in accordance
with disclosure requirements applicable in Canada, and the solicitations and transactions contemplated in this Circular
are made in the United States for securities of a Canadian issuer in accordance with Canadian corporate and securities
laws. Monarch Securityholders in the United States should be aware that such requirements are different from those
of the United States applicable to registration statements under the U.S. Securities Act and to proxy statements under
the U.S. Exchange Act.
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The financial statements and information included or incorporated by reference in this Circular have been prepared in
accordance with IFRS as issued by the International Accounting Standards Board and are subject to Canadian auditing
and auditor independence standards and thus may not be comparable to financial statements prepared in accordance
with United States generally accepted accounting standards.
This Circular has been prepared in accordance with the requirements of the securities laws in effect in Canada, which
differ in certain material respects from the disclosure requirements promulgated by the SEC. For example, the terms
“mineral reserve”, “proven mineral reserve”, “probable mineral reserve”, “mineral resource”, “measured mineral
resource”, “indicated mineral resource” and “inferred mineral resource” are Canadian mining terms as defined in
accordance with the NI 43-101 and the CIM Definition Standards on mineral resources and mineral reserves, adopted
by the CIM Council, as amended. These definitions differ from the definitions in the disclosure requirements
promulgated by the SEC. Accordingly, information contained in this Circular, the documents attached hereto and the
documents incorporated by reference herein, may not be comparable to similar information made public by U.S.
companies reporting pursuant to SEC disclosure requirements.
Monarch Securityholders who are resident in, or citizens of, the United States are advised to review the summary
contained in this Circular under the heading “Certain United States Federal Income Tax Considerations” and to
consult their own tax advisors to determine the particular United States tax consequences to them of the Arrangement
in light of their particular situation, as well as any tax consequences that may arise under the laws of any other relevant
non-U.S., state, local or other taxing jurisdiction.
The enforcement by investors of civil liabilities under United States federal or state securities laws may be affected
adversely by the fact that Monarch, SpinCo and Yamana are each incorporated or organized outside the United States,
that many of their respective officers and directors and the experts named herein are residents of a foreign country,
and that some of the assets of Monarch, SpinCo and Yamana and said persons are located outside the United States.
As a result, it may be difficult or impossible for Monarch Securityholders to effect service of process within the United
States upon Monarch, SpinCo and Yamana, their respective officers or directors or the experts named herein, or to
realize against them upon judgments of courts of the United States predicated upon civil liabilities under the federal
securities laws of the United States or “blue sky” laws of any state within the United States. In addition, Monarch
Securityholders should not assume that the courts of Canada: (a) would enforce judgments of United States courts
obtained in actions against such persons predicated upon civil liabilities under the federal securities laws of the United
States or “blue sky” laws of any state within the United States; or (b) would enforce, in original actions, liabilities
against such persons predicated upon civil liabilities under the federal securities laws of the United States or “blue
sky” laws of any state within the United States.
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SUMMARY
The following is a summary of certain information contained elsewhere or incorporated by reference in this Circular,
including the Appendices hereto. This summary is not intended to be complete and is qualified in its entirety by the
more detailed information appearing elsewhere, or incorporated by reference, in this Circular, all of which is
important and should be reviewed carefully. Certain capitalized terms used in this summary are defined in the
“Glossary of Terms” immediately preceding this summary.
The Meeting
The Meeting will be held on December 30, 2020 commencing at 9:30 a.m. (Eastern Time). The Meeting will be
conducted via live webcast.
Record Date
The Record Date for determining the Monarch Securityholders entitled to receive notice of and to vote at the Meeting
is November 30, 2020. Only Monarch Securityholders of record as of the close of business (Eastern time) on the
Record Date are entitled to receive notice of and to vote at the Meeting, or any adjournment or postponement thereof.
Purpose of the Meeting
The purpose of the Meeting is, among other things, for Monarch Securityholders to consider, pursuant to the Interim
Order and, if thought advisable, to pass, with or without amendment, the Arrangement Resolution, whereby, among
other things, Yamana will acquire all of the issued and outstanding Monarch Shares, following the transfer of the
SpinCo Assets and the SpinCo Liabilities to SpinCo. The full text of the Arrangement Resolution is set out in
Appendix A of this Circular.
The Arrangement
Details of the Arrangement
On November 1, 2020, Monarch and Yamana entered into the Arrangement Agreement pursuant to which, among
other things, Yamana agreed to acquire all of the issued and outstanding Monarch Shares, conditional upon and
following the completion of the Spin-Out. The Arrangement will be effected pursuant to a court-approved arrangement
under the CBCA. Subject to receipt of the Monarch Securityholder Approval, the Final Order and the satisfaction or
waiver of certain other conditions, Yamana will acquire all of the issued and outstanding Monarch Shares on the
Effective Date. The Parties intend to rely upon the Section 3(a)(10) Exemption with respect to the issuance of the
Monarch Option Shares, Consideration Shares and the SpinCo Consideration Shares pursuant to the Arrangement.
If completed, the Arrangement will result in SpinCo acquiring all of the SpinCo Assets and SpinCo Liabilities
immediately prior to the Effective Time, Yamana acquiring all of the issued and outstanding Monarch Shares on the
Effective Date and Monarch becoming a wholly-owned subsidiary of Yamana. Pursuant to the Plan of Arrangement,
at the Effective Time, Monarch Shareholders will receive $0.192 in cash, 0.0376 of a Yamana Share and 0.20 of a
SpinCo Share for each Monarch Share held at the Effective Time. On completion of the Arrangement, Monarch
Shareholders are expected to own approximately 1.3% of the issued and outstanding Yamana Shares and 100% of the
issued and outstanding SpinCo Shares.
See “The Arrangement – Details of the Arrangement”.
Background to the Arrangement
The Arrangement Agreement is the result of arm’s length negotiations among representatives of Monarch and Yamana
and their respective legal and financial advisors, as more fully described herein.
See “The Arrangement – Background to the Arrangement”.
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Recommendation of the Monarch Board
The Monarch Board unanimously (with Mr. Yohann Bouchard having declared his interest as an officer of Yamana
and abstaining from voting on the Arrangement Agreement or the Arrangement) determined that the Arrangement is
fair to the Monarch Shareholders, that the Arrangement and the entering into of the Arrangement Agreement are in
the best interests of Monarch and recommends that Monarch Securityholders vote FOR the Arrangement Resolution.
See “The Arrangement – Recommendation of the Monarch Board”.
Reasons for the Recommendation of the Monarch Board
In reaching its conclusions and formulating its recommendation, the Monarch Board consulted with representatives
of Monarch’s management team and its legal and financial advisors. The Monarch Board also reviewed a significant
amount of technical, financial and operational information relating to Monarch and Yamana and considered a number
of factors and reasons, including those listed below. The following is a summary of the principal reasons for the
unanimous (with the exception of Mr. Yohann Bouchard) determination of the Monarch Board that the Arrangement
is fair to the Monarch Shareholders and is in the best interests of Monarch and the recommendation of the Monarch
Board that Monarch Securityholders vote FOR the Arrangement Resolution.
x

Significant Premium to Monarch Shareholders. Yamana has offered Monarch Shareholders a significant
premium to the Monarch Share price. The Consideration to be received by the Monarch Shareholders, based
on the closing price of the Yamana Shares on the TSX on October 30, 2020 (being the last trading day prior
to the announcement of the Arrangement), represents a premium of approximately 43% based on the closing
price of the Monarch Shares on the TSX on October 30, 2020 and a premium of 43% to the volume weighted
average price of the Monarch Shares on the TSX for the 20-day period ending on October 30, 2020.

x

Continued Exposure to the Acquisition Properties. Monarch Shareholders, through their ownership of
Yamana Shares, will participate in the value associated with the exploration, development and operation of
the Acquisition Properties, supported by Yamana’s technical, operational and financial capability.

x

Benefits of Owning Yamana Shares. The Yamana Shares to be received by Monarch Shareholders in the
Arrangement offer Monarch Shareholders an opportunity to own shares in a high-quality, low-cost gold
producer, as well as exposure to Yamana’s portfolio of well diversified assets in safe jurisdictions throughout
the Americas.

x

Continued Exposure to Other Monarch Assets. Monarch Shareholders, through their ownership of SpinCo
Shares, will have continued exposure to the other Monarch assets being transferred to SpinCo.

x

Access to Capital and Enhanced Capital Markets Exposure. Yamana has a strong balance sheet with
sufficient cash and liquidity to advance its assets. The management team and board of directors of Yamana
have high visibility in the mining industry and significant relationships with key sector investors and analysts
that should help to attract strong retail and institutional support for Yamana and the Wasamac Property.

x

Alternatives to the Arrangement. Prior to entering into the Arrangement Agreement, Monarch regularly
evaluated business and strategic opportunities with the objective of maximizing shareholder value in a
manner consistent with the best interests of Monarch. As part of that process, Monarch entered into a number
of confidentiality agreements with various mining companies over the past several years in order to allow for
preliminary discussions to occur regarding potential transactions to maximize value for Monarch
Shareholders. The Monarch Board assessed the current and anticipated future opportunities and risks
associated with the business, operations, assets, financial performance and condition of Monarch should it
continue as a standalone entity, including the challenges faced by Monarch in sourcing the capital required
for its business and development objectives on reasonable commercial terms, the lack of potential sources of
such capital and the costs and expected significant dilution to Monarch Shareholders that would likely result
from obtaining such capital. The Monarch Board, with the assistance of its legal and financial advisors,
assessed the alternatives reasonably available to Monarch and determined that the Arrangement represents
the best current prospect for maximizing value for Monarch Shareholders.
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x

Significant Shareholder Support. Each of the directors and senior officers of Monarch and certain
significant shareholders of Monarch, including Alamos Gold Inc., Typhoon Exploration Inc. and EBC Inc.,
have entered into Support Agreements with Yamana, in each case pursuant to which they have, subject to the
terms and conditions of such agreements, agreed, among other things, to vote all of their Monarch Shares in
favour of the Arrangement Resolution. In the aggregate, the parties to these agreements collectively own or
control approximately 20.3% of the issued and outstanding Monarch Shares as of the Record Date.

x

Fairness Opinion. The Financial Advisor provided its opinion to the Monarch Board to the effect that, as of
November 1, 2020, and subject to the assumptions, limitations and qualifications set out in the Fairness
Opinion, the Consideration to be received by Monarch Shareholders under the Arrangement is fair, from a
financial point of view, to Monarch Shareholders other than Yamana.

x

Likelihood of the Arrangement Being Completed. The likelihood of the Arrangement being completed is
considered by the Monarch Board to be high, in light of the experience, reputation and financial capability
of Yamana and the absence of significant closing conditions outside the control of Monarch, other than the
Monarch Securityholder Approval, the approval by the Court of the Arrangement, the exercise of Dissent
Rights by Registered Holders of no more than 10% of the Monarch Shares and certain other customary
closing conditions.

See “The Arrangement – Reasons for the Recommendation of the Monarch Board”.
Fairness Opinion
Pursuant to an engagement letter dated as of October 28, 2020, the Financial Advisor was retained by the Monarch
Board to, among other things, deliver an opinion as to the fairness of the Consideration to be received under the
Arrangement, from a financial point of view, to the Monarch Shareholders other than Yamana. On November 1, 2020,
the Financial Advisor delivered to the Monarch Board its oral opinion, later confirmed in writing, that, on the basis of
the particular assumptions and limitations set forth therein, as of such date, the Consideration to be received by the
Monarch Shareholders under the Arrangement is fair, from a financial point of view, to the Monarch Shareholders
other than Yamana.
The full text of the Fairness Opinion, which sets forth, among other things, the assumptions made, matters considered,
procedures followed and limitations and qualifications in connection with the Fairness Opinion, is set forth in
Appendix C to this Circular. This summary of the Fairness Opinion is qualified in its entirety by the full text of
the opinion and Monarch Shareholders are urged to read the Fairness Opinion in its entirety.
See “The Arrangement – Reasons for the Recommendation of the Monarch Board – Fairness Opinion”.
Principal Steps of the Arrangement
The following description of the Plan of Arrangement is qualified in its entirety by reference to the full text of the
Plan of Arrangement, which is attached as Appendix B to this Circular and which has been filed by Monarch (as
Schedule A to the Arrangement Agreement) under its profile on SEDAR at www.sedar.com.
If the Arrangement Resolution is approved at the Meeting, the Final Order approving the Arrangement is issued by
the Court and the applicable conditions to completion of the Arrangement are satisfied or waived, the Arrangement
will take effect commencing and effective as at the Effective Time (which will be at 12:01 a.m. (Eastern time)) on the
Effective Date, which is expected to occur as soon as practicable following receipt of the Final Order.
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The following preliminary steps will occur prior to, and will be conditions precedent to, the implementation of the
Plan of Arrangement:
(a)

Monarch will have incorporated SpinCo pursuant to the CBCA;

(b)

Monarch will have subscribed for the Initial SpinCo Share for $1.00 and SpinCo will have issued the Initial
SpinCo Share to Monarch, and Monarch and SpinCo will file an election under section 85 of the Tax Act as
specified in the Arrangement Agreement; and

(c)

Monarch, SpinCo and Yamana will have entered into the SpinCo Conveyance Agreement.

Commencing at the Effective Time, each of the following principal steps will occur and will be deemed to occur
without any further act or formality, in the order and timing set out below:
(a)

each Dissent Share will be, and will be deemed to be, surrendered to Monarch by the holder thereof, without
any further act or formality by or on behalf of the Dissenting Monarch Shareholder, free and clear of all
Encumbrances, and each such Monarch Share so surrendered will be cancelled and thereupon each Dissenting
Monarch Shareholder will cease to have any rights as a holder of such Dissent Shares other than a claim
against Monarch in an amount determined and payable in accordance with the Plan of Arrangement and the
name of such Dissenting Monarch Shareholder will be removed from the securities register of Monarch
Shareholders;

(b)

each Monarch Out-Of-The-Money Option will be cancelled without any payment in respect thereof and the
holder thereof will cease to be the holder of such Monarch Option, will cease to have any rights as a holder
in respect of such Monarch Option, will be removed from the register of Monarch Options, and all option
agreements, grants and similar instruments relating thereto will be cancelled, and none of Monarch, SpinCo
nor Yamana will have any further liabilities or obligations to the Former Monarch Optionholders with respect
thereto;

(c)

each Monarch In-The-Money Option will be surrendered and cancelled and the relevant Monarch
Optionholder will receive a payment from Monarch, in the form of Monarch Option Shares, having a fair
market value equal to the relevant In-the-Money Amount, net of applicable source deductions, and Monarch
Option Shares issuable in connection therewith will be deemed to be issued to such Monarch Optionholder
as fully paid and non-assessable Monarch Shares, provided that no share certificates will be issued with
respect to such Monarch Option Shares, and the holder thereof will cease to be the holder of such Monarch
Option, will cease to have any rights as a holder in respect of such Monarch Option, will be removed from
the register of Monarch Options, and all option agreements, grants and similar instruments relating thereto
will be cancelled, and none of Monarch, SpinCo nor Yamana will have any further liabilities or obligations
to the Former Monarch Optionholders with respect thereto;

(d)

Monarch will transfer all of its entire legal and beneficial right, title and interest in and to the SpinCo Assets
to SpinCo in consideration for (i) the Distribution SpinCo Shares equal to the product of 0.2 multiplied by
the number of Monarch Shares issued and outstanding immediately prior to the transfer in accordance with
the Plan of Arrangement, and (ii) the assumption by SpinCo of the SpinCo Liabilities, all in accordance with
the terms of the SpinCo Conveyance Agreement;

(e)

each Monarch Share held by a Non-Resident Holder (excluding, for the avoidance of doubt, any Dissent
Shares) will be deemed to be transferred and assigned, without any further act or formality on the part of the
Non-Resident Holder, to Yamana (free and clear of any Encumbrances), in exchange for the Consideration
(including the right to receive the SpinCo Shares forming part of the Consideration), and upon such transfer:

(f)

in the course of a reorganization of Monarch’s authorized and issued share capital:
(i)

the articles of Monarch will be amended to add the Monarch Class A Shares;

(ii)

each issued and outstanding Monarch Share (including any Monarch Shares acquired by Yamana
from a Non-Resident Holder in accordance with the Plan of Arrangement, but excluding, for the
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avoidance of doubt, any Dissent Shares) will be exchanged with Monarch (free and clear of any
Encumbrances) for one Monarch Class A Share and 0.20 of a Distribution SpinCo Share;
(g)

the Initial SpinCo Share held by Monarch will be cancelled without any payment therefor and Monarch will
be removed from the register of holders of SpinCo Shares;

(h)

Yamana will deliver to each Non-Resident Holder whose Monarch Shares were transferred to Yamana
pursuant to Section 3.2(g) of the Plan of Arrangement, such number of SpinCo Shares as are deliverable by
Yamana to such Non-Resident Holder, and upon such delivery Yamana will be removed from the securities
register of holders of SpinCo Shares and each such Non-Resident Holder will be entered in the securities
register of holders of SpinCo Shares in respect of the SpinCo Shares delivered to such Non-Resident Holder;

(i)

each Monarch Class A Share (excluding any Monarch Class A Shares held by Yamana) issued pursuant to
the Plan of Arrangement will be and will be deemed to be transferred and assigned by the holder thereof,
without any further act or formality on its part, to Yamana (free and clear of any Encumbrances), in exchange
for the Yamana Share Consideration and the Cash Consideration; and

(j)

each Monarch Certificated Warrant outstanding immediately prior to the Effective Time (other than Monarch
Certificated Warrants owned by Yamana) will be exchanged by the holder thereof, without any further act or
formality and free and clear of all Encumbrances, for:
(i)

a Replacement Yamana Warrant; and

(ii)

a Replacement SpinCo Warrant.

See “The Arrangement – Principal Steps of the Arrangement”.
Regulatory Matters and Approvals
Securityholder Approval
In order for the Arrangement to become effective, as provided in the Interim Order and by the CBCA, the Arrangement
Resolution must be approved, with or without variation, by the affirmative vote of (i) at least 66⅔% of the votes cast
by the Monarch Securityholders present virtually or represented by proxy and entitled to vote at the Meeting, voting
together as a single class, and (ii) a simple majority of the votes cast by Monarch Shareholders present virtually or
represented by proxy and entitled to vote at the Meeting, excluding Monarch Shares held by any “interested party”,
any “related party” of an “interested party” or any “joint actor” of the foregoing (as such terms are defined under MI
61-101), which also satisfies the TSX requirement that the Arrangement be approved by the Monarch Shareholders
without taking into account the votes of Monarch Optionholders.
Should the Monarch Securityholders fail to approve the Arrangement Resolution by the requisite majority, the
Arrangement will not be completed. Notwithstanding the foregoing, the Arrangement Resolution authorizes the
Monarch Board, without further notice to or approval of the Monarch Securityholders, to revoke the Arrangement
Resolution at any time prior to the Effective Time if they decide not to proceed with the Arrangement.
See “The Arrangement – Regulatory Matters and Approvals – Securityholder Approval”.
Court Approvals
The Arrangement requires approval by the Court under Section 192 of the CBCA. Prior to the mailing of this Circular,
on November 30, 2020, Monarch obtained the Interim Order providing for the calling and holding of the Meeting and
other procedural matters.
Under the terms of the Arrangement Agreement, if the Arrangement Resolution is approved by Monarch
Securityholders at the Meeting in the manner required by the Interim Order, Monarch is required to seek the Final
Order as soon as reasonably practicable, but in any event not later than two Business Days following the Meeting. The
application for the Final Order approving the Arrangement is currently scheduled for January 20, 2021 at 9:00 a.m.
(Eastern time), or as soon thereafter as counsel may be heard or at any other date and time as the Court may direct.
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Monarch has been advised by its counsel, Stein Monast LLP, that the Court has broad discretion under the CBCA
when making orders with respect to the Arrangement and that the Court will consider, among other things, the fairness
and reasonableness of the Arrangement, both from a substantive and a procedural point of view. The Court may
approve the Arrangement, either as proposed or as amended, on the terms presented or substantially on those terms.
Depending upon the nature of any required amendments, Monarch and/or Yamana may determine not to proceed with
the Arrangement.
See “The Arrangement – Regulatory Matters and Approvals – Court Approvals”.
Regulatory Approvals
Pursuant to the Arrangement Agreement, it is a mutual condition precedent to completion of the Arrangement that all
of the Regulatory Approvals will have been obtained.
See “The Arrangement – Regulatory Matters and Approvals – Regulatory Approvals”.
Stock Exchange Listing Approval and Desisting Matters
The Monarch Shares currently trade on the TSX under the symbol “MQR”, the OTCQX under the symbol “MRQRF”
and the Frankfurt Stock Exchange under the symbol “MR7.F”. It is a condition to the completion of the Arrangement,
in favour of Yamana, that the SpinCo Shares will have been conditionally approved for listing on the TSX, or such
other recognized stock exchange mutually agreed to with Yamana on or before the Effective Date. See “Risk Factors –
Risk Factors Relating to SpinCo Following Completion of the Arrangement”. Following the Effective Date, the
Monarch Shares will be delisted from the TSX (anticipated to be effective one to two Business Days following the
Effective Date) and Yamana expects to apply to the applicable Canadian securities regulators to have Monarch cease
to be a reporting issuer.
The Yamana Shares currently trade on the TSX under the symbol “YRI”, the NYSE under the symbol “AUY” and
the LSE under the symbol “AUY”. It is a condition to the completion of the Arrangement, in favour of Monarch, that
the TSX will have conditionally approved the listing of the Consideration Shares issuable pursuant to the Arrangement
on the TSX, and that the NYSE, subject to official notice of issuance, will have approved the listing of the
Consideration Shares on the NYSE. It is a condition to the completion of the Arrangement that Yamana will have
applied to the FCA and the LSE for the UK Admission.
See “The Arrangement – Regulatory Matters and Approvals – Stock Exchange Listing Approval and Delisting
Matters”.
Canadian Securities Law Matters
Monarch is a reporting issuer in British Columbia, Alberta, Ontario and Québec. The Monarch Shares currently trade
on the TSX, the OTCQX and the Frankfurt Stock Exchange. Following the Effective Date, the Monarch Shares will
be delisted from the TSX (anticipated to be effective one to two Business Days following the Effective Date) and
Yamana expects to apply to the applicable Canadian securities regulators to have Monarch cease to be a reporting
issuer.
Upon completion of the Arrangement, SpinCo expects that it will be a reporting issuer in British Columbia, Alberta,
Ontario and Québec. SpinCo has applied to have the SpinCo Shares listed on the TSX. Listing is subject to the approval
of the TSX in accordance with its original listing requirements. The TSX has not conditionally approved SpinCo's
listing application and there can be no assurance that the TSX will approve the listing of the SpinCo Shares. There
can be no assurance as to if, or when, the SpinCo Shares will be listed or traded. As the SpinCo Shares are not listed
on a stock exchange, unless and until such a listing is obtained, holders of SpinCo Shares may not have a market for
their SpinCo Shares. See “Risk Factors – Risk Factors Relating to SpinCo Following Completion of the Arrangement”.
Yamana is a reporting issuer in all of the provinces and territories of Canada. The Yamana Shares currently trade on
the TSX, the NYSE and the LSE and following the Effective Date, the Yamana Shares will remain listed on the TSX,
the NYSE and the LSE.
See “The Arrangement – Regulatory Matters and Approvals – Canadian Securities Law Matters”.
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United States Securities Law Matters
The Monarch Option Shares, Consideration Shares and SpinCo Shares to be issued pursuant to the Arrangement will
not be registered under the U.S. Securities Act and will be issued in reliance upon the Section 3(a)(10) Exemption.
The Consideration Shares and SpinCo Shares to be held by Monarch Securityholders following completion of the
Arrangement will not be subject to resale restrictions under U.S. federal securities laws, except by persons who are
affiliates of Yamana (with respect to the Consideration Shares) or affiliates of SpinCo (with respect to the SpinCo
Shares) at the time of their proposed transfer or within 90 days prior to their proposed transfer.
See “The Arrangement – Regulatory Matters and Approvals – Canadian Securities Law Matters”.
Transaction Agreements
Arrangement Agreement
On November 1, 2020, Monarch and Yamana entered into the Arrangement Agreement pursuant to which, among
other things, Yamana agreed to acquire all of the issued and outstanding Monarch Shares, conditional upon and
following the completion of the Spin-Out.
See “Transaction Agreements – The Arrangement Agreement” and the Arrangement Agreement, which has been filed
by Monarch under its profile on SEDAR at www.sedar.com.
Support Agreements
On November 1, 2020, Yamana entered into the Support Agreements with each of the Locked-Up Shareholders. In
addition, Yamana entered into Support Agreements with the Supporting Shareholders on similar terms as the Support
Agreements entered into with the Locked-Up Shareholders.
See “Transaction Agreements – Support Agreements” and the forms of Support Agreements, which have been filed
by Monarch under its profile on SEDAR at www.sedar.com.
Risk Factors
In assessing the Arrangement, readers should carefully consider the risks described below which relate to the
Arrangement and the failure to complete the Arrangement. Monarch Securityholders should also carefully consider
the risk factors relating to Monarch described under the heading “Risk Factors” in the Monarch AIF, under the heading
“Risk Factors” in the Yamana AIF and under the heading “Risk Factors” in Appendix F to this Circular. Readers are
cautioned that such risk factors are not exhaustive and additional risks and uncertainties, including those currently
unknown or considered immaterial to Monarch, may also adversely affect Monarch, Yamana or SpinCo prior to the
Arrangement or following completion of the Arrangement.
See “Risk Factors”.
Dissent Rights
The Interim Order provides that each Registered Holder will have the right to dissent and, if the Arrangement becomes
effective, to have his or her Monarch Shares cancelled in exchange for a cash payment from Monarch equal to the fair
value of the Monarch Shares held by such Dissenting Monarch Shareholder determined as of the close of business on
the day before the Arrangement Resolution is adopted. If a Dissenting Monarch Shareholder fails to strictly comply
with the requirements of the Dissent Rights set out in section 190 of the CBCA, as modified by the Plan of
Arrangement and the Interim Order, it will lose its Dissent Rights.
See “Dissent Rights”.
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Certain Canadian Federal Income Tax Considerations
A Resident Holder will generally be deemed to receive a dividend from Monarch to the extent that the fair market
value of the SpinCo Shares received by the Resident Holder pursuant to the Arrangement exceeds the paid-up capital
(as determined for the purposes of the Tax Act) attributable, on a pro rata basis, to the Monarch Shares (i.e. former
common shares of Monarch) exchanged for Monarch Class A Shares and SpinCo Shares. The fair market value,
however, of the SpinCo Shares at the time of this exchange is expected to be less than the paid-up capital of the
exchanged Monarch Shares immediately before the exchange and consequently Resident Holders should not be
deemed to receive a dividend from Monarch for purposes of the Tax Act on this exchange.
The cost of the Monarch Class A Shares acquired on the exchange of Monarch Shares by a Resident Holder will be
deemed to be equal to the amount, if any, by which the Resident Holder’s adjusted cost base of the Monarch Shares
exceeds the fair market value of the SpinCo Shares received on the exchange. A Resident Holder’s adjusted cost base
of SpinCo Shares acquired on the exchange of its Monarch Shares will be equal to the fair market value, at the time
of the exchange, of the SpinCo Shares acquired by such shareholder on the exchange.
Generally on the exchange of Monarch Shares for Monarch Class A Shares and SpinCo Shares, a capital gain (or
capital loss) may also be realized by a Resident Holder who holds the Monarch Shares as capital property, equal to
the amount by which (a) the aggregate of the cost of the SpinCo Shares and Monarch Class A Shares received,
determined as described above, less the amount of any dividend deemed to be received on the exchange, exceeds (or is
less than); (b) the aggregate of the adjusted cost base of the Monarch Shares exchanged and any reasonable costs of
disposition.
A Monarch Class A Shareholder generally should be able to exchange Monarch Class A Shares for Yamana Shares
and the Cash Consideration under the Arrangement on a fully or partially tax-deferred rollover basis by making an
appropriate Section 85 Election with Yamana. A Monarch Class A Shareholder who does not make a Section 85
Election, and who holds Monarch Class A Shares as capital property will generally realize a capital gain (or a capital
loss) equal to the amount by which the fair market value of the consideration received by the Monarch Class A
Shareholder from Yamana under the Arrangement exceeds (or is less than) the adjusted cost base to the Monarch
Class A Shareholder of the Monarch Class A Shares so exchanged and any reasonable costs of disposition.
Non-Resident Holders will not be taxable in Canada generally with respect to any capital gains realized on the transfer
of Monarch Shares to Yamana pursuant to the Arrangement so long as such shares do not constitute “taxable Canadian
property”, as defined in the Tax Act, of the Non-Resident Holder.
The foregoing summary in respect of the proposed Arrangement is qualified in its entirety by the more detailed
discussion in this Circular. See “Certain Canadian Federal Income Tax Considerations”.
Certain U.S. Federal Income Tax Considerations
U.S. federal income tax consequences to a U.S. Holder of the receipt of the Consideration pursuant to the Arrangement
depend in part on whether the exchange of Monarch Shares for the Consideration is characterized as a single,
integrated transaction in which the Monarch Shares are disposed of for New Shares and cash or whether the
distribution of SpinCo Shares to Monarch Shareholders is treated as separate from the subsequent sale of Monarch
Shares to Yamana for Yamana Shares and cash. Monarch and Yamana intend to take the position that the receipt of
Consideration in exchange for Monarch Shares will be characterized as a single, integrated transaction that qualifies
as an exchange for U.S. federal income tax purposes.
If the receipt of Consideration in exchange for Monarch Shares is considered a single, integrated transaction, a U.S.
Holder would generally recognize gain or loss equal to the difference, if any, between (i) the sum of the U.S. dollar
value of the cash and the fair market value of the New Shares received and (ii) such U.S. Holder’s adjusted tax basis
in the Monarch Shares surrendered in exchange therefor. Subject to the PFIC rules discussed below in “Certain United
States Federal Income Tax Considerations – Passive Foreign Investment Company Considerations”, such recognized
gain or loss would generally constitute capital gain or loss from sources within the United States, and would constitute
long-term capital gain or loss if the U.S. Holder’s holding period for the Monarch Shares exchanged is greater than
one year as of the date of the exchange. Certain non-corporate U.S. Holders are entitled to preferential tax rates with
respect to net long-term capital gains. The ability of a U.S. Holder to offset capital losses against ordinary income is
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limited. A U.S. Holder’s basis in each of the Yamana Shares and the SpinCo Shares will be equal to the fair market
value of such shares. The holding period in such shares will begin on the day after the date of the Arrangement.
There can be no assurance, however, that that IRS would not challenge this treatment as a single transaction and seek
to treat the distribution of SpinCo Shares to Monarch Shareholders as separate from the subsequent sale of Monarch
Shares for Yamana Shares and cash. If such challenge were sustained, a U.S. Holder generally would be required to
treat the fair market values of the SpinCo Shares as a distribution by Monarch. A U.S. Holder would include such
distribution in gross income as a dividend (without reduction for any non-U.S. tax withheld from the distribution) to
the extent of Monarch’s current or accumulated earnings and profits (as determined for U.S. federal income tax
purposes). If such distribution to such U.S. Holder exceeds Monarch’s current and accumulated earnings and profits,
then to the extent of the excess, such distribution generally will be treated first as a non-taxable return of capital with
respect to a Monarch Share to the extent of such U.S. Holder’s adjusted tax basis in each such Monarch Share and
then as gain from the sale or exchange of each such Monarch Share. Such gain generally will be long-term capital
gain if such U.S. Holder held such Monarch Shares for more than one year at the time of disposition. Certain noncorporate U.S. Holders are entitled to preferential treatment for net long-term capital gains. Monarch has not
maintained and does not plan to maintain calculations of earnings and profits for U.S. federal income tax purposes.
As a result, a U.S. Holder will generally be required to include the entire amount of any such distribution in income
as a dividend. A U.S. Holder’s basis in the SpinCo Shares received as a dividend would be equal to the fair market
value of the SpinCo shares on the date of distribution. The holding period in such shares would begin on the day after
the date of the Arrangement.
Further, if the receipt of the Consideration is not treated as a single transaction and the transaction is treated as a
distribution of SpinCo Shares to Monarch Shareholders followed by a subsequent sale of Monarch Shares for Yamana
Shares and cash, a U.S. Holder would generally recognize gain or loss equal to the difference, if any, between (i) the
sum of the U.S. dollar value of the cash and the fair market value of the Yamana Shares received and (ii) such U.S.
Holder’s adjusted tax basis in the Monarch Shares surrendered in exchange therefor. Subject to the PFIC rules, such
recognized gain or loss would generally constitute capital gain or loss from sources within the United States, and
would constitute long-term capital gain or loss if the U.S. Holder’s holding period for the Monarch Shares exchanged
is greater than one year as of the date of the exchange. Certain non-corporate U.S. Holders are entitled to preferential
tax rates as net long-term capital gains. The ability of a U.S. Holder to offset capital losses against ordinary income is
limited. A U.S. Holder’s basis in the Yamana Shares would be equal to the fair market value of the Yamana Shares.
The holding period in such shares would begin on the day after the date of the Arrangement.
The foregoing summary in respect of the proposed Arrangement is qualified in its entirety by the more detailed
discussion in this Circular. See “Certain United States Federal Income Tax Considerations”.
Information Concerning Monarch
Monarch is an emerging gold mining company focused on pursuing growth through its large portfolio of quality
projects in the Abitibi mining camp, in Québec, Canada. Monarch currently owns over 315 km² of gold properties in
the Abitibi mining camp in Québec, Canada, including the Wasamac Property, the Beaufor Mine, the Croinor Property,
the McKenzie Property, the Swanson Property and the Camflo Property. The Corporation also owns the fully permitted
and functional Camflo mill and the Beacon Mill. The Corporation’s only material property is the Wasamac Property.
See Appendix E “Information Concerning Monarch”.
Information Concerning SpinCo
SpinCo was incorporated under the CBCA on November 11, 2020 for the purposes of the Arrangement. SpinCo is
currently a private company and a wholly-owned subsidiary of Monarch.
See Appendix F “Information Concerning SpinCo”.
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Information Concerning Yamana
Yamana is a Canadian-based precious metals producer with significant gold and silver production, development stage
properties, exploration properties, and land positions throughout the Americas, including Canada, Brazil, Chile and
Argentina. Yamana plans to continue to build on this base through expansion and optimization initiatives at existing
operating mines, development of new mines, the advancement of its exploration properties and, at times, by targeting
other consolidation opportunities with a primary focus in the Americas.
Yamana’s portfolio includes five operating gold mines and various advanced and near development stage projects and
exploration properties in Canada, Brazil, Chile, and Argentina. Yamana operates its mines and projects under common
corporate oversight. Within this structure Jacobina, El Peñón and Canadian Malartic are Yamana’s material producing
mines and among the largest contributors to operating cash flow.
See Appendix I “Information Concerning Yamana”.
Information Concerning Yamana Following the Arrangement
On completion of the Arrangement, Yamana will own all of the outstanding Monarch Shares and, pursuant to the
Arrangement, Monarch will be a wholly-owned subsidiary of Yamana. Following completion of the Arrangement,
Monarch Shareholders are expected to own approximately 1.3% of the outstanding Yamana Shares.
See Appendix J “Information Concerning Yamana Following the Arrangement”.
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GENERAL PROXY INFORMATION
Solicitation of Proxies
This Circular is provided in connection with the solicitation of proxies by the management of Monarch for use
at the Meeting, to be held on December 30, 2020, at the time and place and for the purposes set forth in the
accompanying Notice of Meeting. While it is expected that the solicitation will be primarily by mail, proxies may be
solicited personally or by telephone by the directors, officers and employees of Monarch. Directors, officers and
employees of Monarch will not receive any additional compensation for such activities. Monarch has engaged Laurel
Hill Advisory Group as its Proxy Solicitation Agent, to provide shareholder advisory and proxy solicitation services
for a fee of $45,000 in addition to certain out-of-pocket expenses. The cost of engaging the Proxy Solicitation Agent
will be borne by Yamana in accordance with the terms of the Arrangement Agreement. Arrangements will also be
made with brokerage firms and other nominees, including receivers, trustees and agents for the forwarding of proxy
solicitation documents to the beneficial owners of the Monarch Shares in accordance with the provisions of
Regulation 54-101 respecting Communication with Beneficial Owners of Securities of a Reporting Issuer (“NI
54-101”). Monarch may also reimburse brokers and other intermediaries holding Monarch Shares in their name or in
the name of nominees for their costs incurred in sending proxy materials to their principals in order to obtain their
proxies. Monarch may use Broadridge’s QuickVote™ service to assist Non-Registered Holders with voting their
Monarch Shares. Other than the fees paid to the Proxy Solicitation Agent, all costs of solicitation by management will
be borne by Monarch at nominal cost.
Meeting Format
To address potential issues arising from the unprecedented public health impact of COVID-19, comply with applicable
public health directives that may be in force at the time of the Meeting, and to limit and mitigate risks to the health
and safety of our communities, Monarch Securityholders, employees, directors and other stakeholders, we will be
holding the Meeting in a virtual only format, which will be conducted via live webcast. Monarch Securityholders will
not need to, or be able to, physically attend the Meeting. Monarch will continue to monitor the situation as it
evolves. It is possible that we may need to change the date, time or means of the Meeting due to the COVID-19
pandemic. We will communicate any changes or updates about the Meeting on our website or through a press
release.
The Meeting will be conducted via live webcast. In order to attend, participate, vote or ask questions at the Meeting,
Monarch Securityholders or duly appointed proxyholders must have a valid username. Guests are welcome to attend
and view the webcast, but will be unable to participate in or vote at the Meeting. To join as a guest please visit the
Meeting online at https://web.lumiagm.com/201893367 and select “Join as a Guest” when prompted.
Registered Holders or Monarch Optionholders and duly appointed proxyholders will be able to access the Meeting
online at https://web.lumiagm.com/201893367. Such Persons may enter the Meeting by clicking “I have a login” and
entering a username and password before the start of the Meeting:
x

Registered Holder or a Monarch Optionholder: The 15-digit control number located on the form of proxy
is the username. The password for the Meeting is “monarch2020” (case sensitive). If as a Registered Holder
or Monarch Optionholder you are using your control number to access the Meeting and you accept the terms
and conditions, you will be provided with the opportunity to vote by online ballot on the matters put forth at
the Meeting. If you chose to vote online during the Meeting and you have previously submitted a proxy, your
online vote will automatically revoke all previously submitted proxies for the Meeting.

x

Duly appointed proxyholders: Monarch Securityholders who wish to appoint a third-party proxyholder to
represent them at the Meeting (including Non-Registered Holders who wish to appoint themselves as
proxyholder to attend, participate in or vote at the Meeting) MUST submit their duly completed form of
proxy or VIF, as applicable, AND register the proxyholder in advance of the proxy cut-off at 9:30 a.m.
(Eastern time) on December 28, 2020. Following registration of a proxyholder, the Transfer Agent will
provide duly appointed proxyholders with a username by e-mail after the voting deadline has passed. The
password for the Meeting is “monarch2020” (case sensitive). Non-Registered Holders who have not duly
appointed themselves as proxyholder will be able to attend the Meeting as a guest but will not be able
to participate in or vote at the Meeting.
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Registered Holders or Monarch Optionholders
Voting Options
If you are a Registered Holder or a Monarch Optionholder as at November 30, 2020 (the “Record Date”), you are
entitled to attend the Meeting and cast a vote for each Monarch Share registered in your name and/or each Monarch
Share issuable on exercise of Monarch Options held by you, as applicable, on the Arrangement Resolution, with all
Registered Holders and Monarch Optionholders, voting together as a single class.
In addition, if you are a Registered Holder as at the Record Date, you are entitled to attend the Meeting and cast a vote
for each Monarch Share registered in your name on the following matters (the “Shareholder Matters”):
1.

electing the following directors of Monarch to serve for the ensuing year: Michel Bouchard, Yohann
Bouchard, Guylaine Daigle, Laurie Gaborit, Jean-Marc Lacoste and Christian Pichette;

2.

appointing KPMG LLP, Chartered Professional Accountants as the external auditors of Monarch and
authorizing the directors to set the auditors’ compensation;

3.

subject to approval of the Arrangement Resolution, approving a stock option plan for SpinCo and
approving all unallocated stock option entitlements under the stock option plan;

4.

subject to approval of the Arrangement Resolution, approving a restricted share unit plan for SpinCo
and approving all unallocated restricted share unit entitlements under the restricted share unit plan; and

5.

transacting such further or other business as may properly come before the Meeting or any
adjournments or postponements thereof.

If you are a Registered Holder or Monarch Optionholder but do not wish to, or cannot, attend the Meeting virtually,
you can appoint someone who will attend the Meeting and act as your proxyholder to vote in accordance with your
instructions. If your Monarch Shares are registered in the name of a “nominee” (usually a bank, trust company,
securities dealer or other financial institution) you should refer to the section entitled “Non-Registered Holders” set
out below.
It is important that your Monarch Shares and/or Monarch Options, as applicable, be represented at the Meeting
regardless of the number of Monarch Shares and/or Monarch Options you hold. If you will not be attending the
Meeting virtually, we encourage you to complete, date, sign and return your form of proxy as soon as possible so that
your Monarch Shares and/or Monarch Options, as applicable, will be represented.
As a Registered Holder or Monarch Optionholder you can vote in the following ways:
Virtual

Attend the Meeting virtually and complete a ballot online during the Meeting. Do not fill out and
return your form of proxy if you intend to vote virtually at the Meeting.
We anticipate that once voting has opened during the Meeting the resolutions and voting choices
will be displayed and you will be able to vote by selecting your voting direction from the options
shown on the screen. You must click submit for your vote to be counted.

Phone

Call 1-866-732-VOTE (8683) (toll-free in North America) and follow the instructions. You will
need to enter your 15-digit control number. Follow the interactive voice recording instructions to
submit your vote.

Mail

Enter voting instructions, sign the form of proxy and send your completed form to:
Computershare Investor Services Inc.
Attention: Proxy Department
100 University Avenue 8th Floor
Toronto, Ontario M5J 2Y1

Fax

Enter voting instructions, sign the form of proxy and fax your completed form to 1-866-249-7775
(toll-free in North America) or 1-416-263-9524 (outside North America).
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Internet

Go to www.investorvote.com. Enter the 15-digit control number printed on the form of proxy and
follow the instructions on screen.
You can also scan the QR code indicated on the proxy form with a smartphone to complete the
proxy form.

Questions?

Call the Laurel Hill Advisory Group at 1-877-452-7184 (North American Toll-Free) or 1-416-3040211 (Outside North America) or by email at assistance@laurelhill.com.

Appointment of Proxies
A form of proxy is a document that authorizes someone to attend the Meeting and cast your votes for you. We have
enclosed a form of proxy with this Circular. You should use it to appoint a proxyholder, although you can also use
any other legal form of proxy.
If you do not attend the Meeting virtually, you can still make your vote(s) count by appointing someone who will be
there to act as your proxyholder at the Meeting. You can appoint the persons named in the enclosed forms of proxy or
appoint any other person or entity (who need not be a Monarch Securityholder) to attend the Meeting and act on your
behalf. Regardless of who you appoint as your proxyholder, you can either instruct that person or company how you
want to vote or you can let him or her decide for you. You can do this by completing a form of proxy. In order to be
valid, you must return the completed form of proxy before 9:30 a.m. on December 28, 2020, or 48 hours, excluding
Saturdays, Sundays and holidays, prior to the date of any adjourned or postponed Meeting, to the transfer agent,
Computershare at Computershare Investor Services Inc., attention: Proxy Dept., 100 University Avenue, 8th Floor,
Toronto, Ontario M5J 2Y1, or by fax at 1-866-249-7775 (toll-free in North America) or 1-416-263-9524 (outside
North America).
The persons named in the enclosed forms of proxy are directors and/or officers of Monarch and have been chosen by
the Monarch Board. A Monarch Securityholder who wishes to appoint some other person to represent such Monarch
Securityholder at the Meeting may do so by crossing out the name on the form of proxy and inserting the name of the
person proposed as proxyholder in the blank space provided in the enclosed form of proxy AND the proxyholder must
be registered in an additional step to be completed AFTER you have submitted your form of proxy or voting instruction
form. Failure to register the proxyholder will result in the proxyholder not receiving a four-character control number
that is required to vote at the Meeting and only being able to attend as a guest.
Step 1: Submit your form of proxy or voting instruction form: To appoint a third party proxyholder, insert that
person’s name in the blank space provided in the form of proxy or voting instruction form (if permitted) and follow
the instructions for submitting such form of proxy or voting instruction form. This must be completed before
registering such proxyholder, which is an additional step to be completed once you have submitted your form of proxy
or voting instruction form.
Step 2: Register your proxyholder: To register a third party proxyholder, Monarch Securityholders must visit
http://www.computershare.com/MonarchGold by no later than 9:30 a.m. (Eastern time) on December 28, 2020 and
provide Computershare with the required proxyholder contact information so that Computershare may provide the
proxyholder with a four-character control number via email. Without a control number, proxyholders will not be able
to vote at the Meeting but will be able to participate as a guest.
Any Monarch Securityholder who is an individual must sign his or her name as it appears in the share ledger of
Monarch. For any Monarch Securityholder that is a corporate body, the proxy form must be signed by a duly
authorized officer or representative of the corporate body. If your Monarch Shares are registered in the name of more
than one owner, then all those registered should sign the proxy form. If the Monarch Shares are registered in the name
of a liquidator, director or trustee, these persons must sign the exact name appearing in the ledger. If your Monarch
Shares are registered in the name of a deceased Monarch Shareholder, the name of the deceased Monarch Shareholder
must be printed in block letters in the space provided for that purpose. The proxy form must be signed by the legal
representative, who must print his or her name in block letters under his or her signature, and proof of his or her
authority to sign on behalf of the Monarch Shareholder must be appended to the proxy form.
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Instructing your Proxy and Exercise of Discretion by your Proxy
You may indicate on your form of proxy how you wish your proxyholder to vote your Monarch Shares and/or Monarch
Options. To do this, simply mark the appropriate boxes on the form of proxy. If you do this, your proxyholder must
vote your Monarch Shares and/or Monarch Options in accordance with the instructions you have given.
Unless otherwise directed, it is management’s intention to vote FOR all matters to be voted on at the Meeting. If you
return a signed proxy do not specify how you want your Monarch Shares and/or Monarch Options, as applicable,
voted, the persons named as proxyholders will cast the votes represented by your proxy at the Meeting FOR all matters
to be voted on at the Meeting.
Further details about these matters are set out in this Circular. The enclosed forms of proxy give the persons named
on the form the authority to use their discretion in voting on amendments or variations to matters identified on the
Notice of Meeting. At the time of printing this Circular, the management of Monarch is not aware of any other matter
to be presented for action at the Meeting. If, however, other matters do properly come before the Meeting, the persons
named on the enclosed forms of proxy will vote on them in accordance with their best judgment, pursuant to the
discretionary authority conferred by the form of proxy with respect to such matters.
Revoking your Proxy
Any Monarch Securityholder who grants a proxy is at liberty to revoke such proxy by filing a written notice of
revocation, including another proxy form indicating a later date, signed by the Monarch Securityholder or his or her
proxyholder duly authorized in writing. For any Monarch Securityholder that is a corporate body, this written notice
of revocation or proxy form must be signed by a duly authorized officer or representative. The act of appointing a new
proxyholder results in the revocation of any previous act appointing another proxyholder. The written notice of
revocation, including another proxy form indicating a later date, must be sent to (i) Computershare at Computershare
Investor Services Inc., attention: Proxy Dept., 100 University Avenue 8th Floor, Toronto, Ontario M5J 2Y1 by no
later than two Business Days preceding the date of the Meeting or of any adjournment or postponement thereof, (ii)
the head office of Monarch located at 70, Dalhousie Street, Suite 300, Québec, Québec, G1K 4B2 on the last clear
Business Day preceding the date of the Meeting or of any adjournment or postponement thereof, or (iii) the
Chairperson of the Meeting on the day the Meeting is being held or on any adjournment or postponement thereof. If
you revoke your proxy and do not replace it with another that is deposited with us before the deadline, you can still
vote your Monarch Shares and/or Monarch Options, but to do so you must attend the Meeting virtually.
Non-Registered Holders
All Monarch Options are registered in the names of the holders thereof and accordingly, the following section is not
applicable to Monarch Optionholders. If your Monarch Shares are not registered in your own name, they will be held
in the name of a “nominee”, usually a bank, trust company, securities dealer or other financial institution and, as such,
your nominee will be the entity legally entitled to vote your Monarch Shares and must seek your instructions as to
how to vote your Monarch Shares.
Voting Options
The Notice of Meeting and this Circular are being sent to both Registered Holders and Non-Registered Holders. If
you are a Registered Holder or Non-Objecting Beneficial Owner (“NOBO”) of Monarch Shares and we have sent
these materials to you directly, your name and address and information about your holdings of Monarch Shares have
been obtained in accordance with applicable securities regulatory requirements from the nominee holding the
securities on your behalf. By choosing to send these materials to you directly, Monarch (and not your nominee) has
assumed responsibility for (i) delivering these materials to you, and (ii) executing your proper voting instructions.
Please return your voting instructions as specified in the request for voting instruction form (the “VIF”).
Unless you have previously informed your nominee that you do not wish to receive material relating to shareholders’
meetings, you will have received this Circular from your nominee, together with a form of proxy or a VIF. If that is
the case, it is most important that you comply strictly with the instructions that have been given to you by your nominee
on the VIF. If you have voted and wish to change your voting instructions, you should contact your nominee to discuss
the procedures to be followed.

-33-

As a Non-Registered Holder that is a NOBO or an Objecting Beneficial Owner (“OBO”) you can vote in the following
ways:
Phone

In English: 1-800-474-7493 / In French: 1-800-474-7501 / U.S.: As it appears on the voting
instruction form and enter your 16-digit control number located on the enclosed voting instruction
form. Follow the interactive voice recording instructions to submit your vote.

Internet

Go to www.proxyvote.com. Enter the 16-digit control number printed on the VIF and follow the
instructions on screen.

Appointment Proxies
If your Monarch Shares are not registered in your own name, Monarch’s transfer agent may not have a record of your
name and, as a result, unless your nominee has appointed you as a proxyholder, will have no knowledge of your
entitlement to vote. If you wish to vote virtually at the Meeting, please insert your own name in the space provided on
the form of proxy or VIF that you have received from your nominee. If you do this, you will be instructing your
nominee to appoint you as proxyholder. Please adhere strictly to the signature and return instructions provided by your
nominee. It is not necessary to complete the form in any other respect, since you will be voting at the Meeting virtually.
A Non-Registered Holder can also write the name in the space provided in the VIF of someone else whom he or she
wishes to attend the Meeting and vote on his or her behalf. Unless prohibited by law, the person whose name is written
in the space provided in the VIF will have full authority to present matters to the Meeting and vote on all matters that
are presented at the Meeting, even if those matters are not set out in the VIF or the Circular.
A Non-Registered Holder who wishes to appoint themselves or a third party proxyholder to attend and participate at
the Meeting and vote their shares MUST submit their form of proxy or voting instruction form, as applicable,
appointing that person or themselves as proxyholder AND register that proxyholder online, as described below.
Registering your proxyholder is an additional step to be completed AFTER you have submitted your form of proxy
or voting instruction form. Failure to register the proxyholder will result in the proxyholder not receiving a four
character control number that is required to vote at the Meeting and only being able to attend as a guest.
Step 1: Submit your form of proxy or voting instruction form: To appoint a third party proxyholder, insert that
person’s name in the blank space provided in the form of proxy or voting instruction form (if permitted) and follow
the instructions for submitting such form of proxy or voting instruction form. This must be completed before
registering such proxyholder, which is an additional step to be completed once you have submitted your form of proxy
or voting instruction form.
Step 2: Register your proxyholder: To register a third party proxyholder, Monarch Securityholders must visit
http://www.computershare.com/MonarchGold by no later than 9:30 a.m. (Eastern time) on December 28, 2020 and
provide Computershare with the required proxyholder contact information so that Computershare may provide the
proxyholder with a four-character control number via email. Without a control number, proxyholders will not be able
to vote at the Meeting but will be able to participate as a guest.
See “Registered Holders or Monarch Optionholders – Instructing your Proxy and Exercise of Discretion by your
Proxy” above for additional information.
Revoking your Voting Instructions
If you are a Non-Registered Holder, you may revoke voting instructions that you have given to your nominee at any
time by written notice to the nominee. However, your nominee may be unable to take any action on the revocation if
you do not provide your revocation sufficiently in advance of the Meeting. Each intermediary and broker has its own
rules concerning the mailing and forwarding of voting instruction forms, meeting notices, proxy circulars as well as
all other documents sent to shareholders for a meeting. These rules must be clearly followed by the beneficial owners
to ensure their Monarch Shares can be represented at the Meeting.
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Non-Registered Holders in the United States
As a Monarch Shareholder that is a US NOBO or a US OBO, you can vote your shares in the following ways:
Phone

As it appears on the voting instruction form.

Internet

Go to www.proxyvote.com. Enter the 16-digit control number printed on the voting instruction form
and follow the instructions on screen.

Approval Thresholds
At the Meeting, Monarch Securityholders will be asked, among other things, to consider and to vote to approve the
Arrangement Resolution approving the Arrangement. To be effective, the Arrangement Resolution must be approved
by a resolution passed by (i) at least 66⅔% of the votes cast by the Monarch Securityholders present virtually or
represented by proxy and entitled to vote at the Meeting, voting together as a single class, and (ii) a simple majority
of the votes cast by Monarch Shareholders present virtually or represented by proxy and entitled to vote at the Meeting,
excluding Monarch Shares held by any “interested party”, any “related party” of an “interested party” or any “joint
actor” of the foregoing (as such terms are defined under MI 61-101), which also satisfies the TSX requirement that
the Arrangement be approved by the Monarch Shareholders without taking into account the votes of Monarch
Optionholders.
At the Meeting, Monarch Shareholders will be asked, among other things, to consider and to vote to approve the
Shareholder Matters. To be effective, each Shareholder Matter must be approved by a resolution passed by at least
50% of the votes cast by the Monarch Shareholders present virtually or represented by proxy and entitled to vote at
the Meeting.
Quorum
In accordance with Monarch’s general by-laws and subject to the provisions of the CBCA and any regulation or order
adopted thereunder, quorum for a shareholder meeting, including the Meeting, is one or more persons holding or
representing 10% of the voting rights attached to the issued and outstanding Monarch Shares entitled to vote at such
meeting.
Voting Securities and Principal Holders
The authorized capital of Monarch is made up of an unlimited number of Monarch Shares. Each Monarch Shareholder
is entitled to one vote for each Monarch Share registered in his or her name as at the Record Date and each Monarch
Optionholder is entitled to one vote for each Monarch Share issuable on exercise of each Monarch Option held by
such holder as at the Record Date. Monarch Shareholders will vote on the Shareholder Matters and Monarch
Shareholders and Monarch Optionholders will vote together as a single class on the Arrangement Resolution. As at
the close of business on November 30, 2020, 321,200,833 Monarch Shares were issued and outstanding. In addition,
up to 12,175,000 Monarch Shares are issuable upon the exercise of Monarch Options.
To the knowledge of the directors and executive officers of Monarch, as of the Record Date, other than as described
below, there are no persons or corporations that beneficially own, directly or indirectly, or exercise control or direction
over securities carrying in excess of 10% of the voting rights attached to any class of outstanding voting securities of
Monarch.
To the knowledge of the directors and executive officers of Monarch, as of the Record Date, Alamos and its affiliates
and associates held 44,848,203 Monarch Shares representing approximately 13.96% of the outstanding Monarch
Shares on a non-diluted basis.
Yamana has advised that, as of the Record Date, Yamana held 22,250,000 Monarch Shares and 11,125,000 Monarch
Warrants, representing approximately 6.93% of the issued and outstanding Monarch Shares on a non-diluted basis
and 9.9% on a partially diluted basis.
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THE ARRANGEMENT
Details of the Arrangement
On November 1, 2020, Monarch and Yamana entered into the Arrangement Agreement pursuant to which, among
other things, Yamana agreed to acquire all of the issued and outstanding Monarch Shares, conditional upon and
following the completion of the Spin-Out. The Arrangement will be effected pursuant to a court-approved arrangement
under the CBCA. Subject to receipt of the Monarch Securityholder Approval, the Final Order and the satisfaction or
waiver of certain other conditions, Yamana will acquire all of the issued and outstanding Monarch Shares on the
Effective Date. The Parties intend to rely upon the Section 3(a)(10) Exemption with respect to the issuance of the
Monarch Option Shares, Consideration Shares and the SpinCo Consideration Shares pursuant to the Arrangement.
If completed, the Arrangement will result in SpinCo acquiring all of the SpinCo Assets and SpinCo Liabilities
immediately prior to the Effective Time, Yamana acquiring all of the issued and outstanding Monarch Shares on the
Effective Date and Monarch becoming a wholly-owned subsidiary of Yamana. Pursuant to the Plan of Arrangement,
at the Effective Time, Monarch Shareholders will receive $0.192 in cash, 0.0376 of a Yamana Share and 0.20 of a
SpinCo Share for each Monarch Share held at the Effective Time. On completion of the Arrangement, Monarch
Shareholders are expected to own approximately 1.3% of the issued and outstanding Yamana Shares and 100% of the
issued and outstanding SpinCo Shares. For further information regarding Yamana following completion of the
Arrangement, see Appendix J “Information Concerning Yamana Following the Arrangement” and for further
information regarding SpinCo following completion of the Arrangement see Appendix F “Information Concerning
SpinCo”.
Background to the Arrangement
The Arrangement Agreement is the result of arm’s length negotiations among representatives of Monarch and Yamana
and their respective legal and financial advisors, as more fully described herein. The following is a summary of the
principal events leading up to the execution of the Arrangement Agreement and the subsequent public announcement
of the Arrangement.
On October 2, 2017, Monarch completed the acquisition of all the assets of Richmont Mines Inc. in the province of
Québec, including the Wasamac Property and the Camflo Property. Concurrently, with completion of the acquisition,
Monarch raised a total of approximately $6.5 million through a private placement and closed a senior secured gold
loan agreement with Auramet International LLC which provided Monarch with access to a US$4 million credit
facility, in relation to the Beaufor Mine. Following completion of these transactions, Monarch immediately laid out a
plan to generate value for its newly acquired Wasamac Property.
In October 2017, mining consultants, Rosco Postle Associates Inc. (RPA), prepared an updated mineral resource
estimate for the Wasamac Property. This new mineral resource estimate considered new elements, including additional
drilling, the exclusion of mineralization previously considered as resources, the addition of new resources, a lower
cut-off grade, and the upgrading of inferred mineral resources to indicated mineral resources. This new resource
estimate was a positive development for Monarch and the Wasamac Property as the bulk of the previous inferred
mineral resources were upgraded to indicated mineral resources based on drilling results.
In April 2018, Monarch announced that it had retained engineering consultants, BBA Inc. (“BBA”), to conduct a
conceptual study for the transport and custom milling of gold-bearing material from the Wasamac Property to an
existing processing plant in the region, with an authorized tailings management facility. In May 2018, following
positive and encouraging results from that study, Monarch engaged BBA to conduct a feasibility study with a base
case scenario, including a mill and tailing facilities on the site of the Wasamac Property. The scenario would allow
Monarch to better assess the off-site custom milling opportunities. The Wasamac Technical Report, which includes
estimated capital expenditures for the project of approximately $464 million, including $232 million for the milling
and tailing facilities, shows that the Wasamac Property is economically positive, based on the assumptions set forth
in the Wasamac Technical Report.
Following the release of the Wasamac Technical Report, Monarch determined to look for a strategic partner to
participate in the development of the Wasamac Property given the capital expenditures required to complete the
construction of the project. Between 2018 and January 2019, Monarch entered into a dozen non-disclosure agreements
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with various producing mining companies, most of whom had active projects in the Abitibi region in the Province of
Québec. The intention of Monarch’s management was to share its view of the value of the Wasamac Property and
identify one or more mining companies interested in engaging in discussions with Monarch regarding the development
of the Wasamac Property. The responses received by management of Monarch were generally similar – the other
mining companies considered that the economics of the project were not strong enough at the then current gold prices
considering the grade of the mineralization, the length of the permitting process and the timeline required to complete
the necessary construction.
Beginning in March 2019, Monarch changed its approach and management of Monarch met with several investment
firms, private equity groups and major to mid-tier gold producers, sharing with them its long-term strategy for the
Wasamac Property, which included raising an additional $20 million over the next year to advance the Wasamac
Property through the permitting process. One of such meetings was an introductory meeting with representatives of
Yamana, during which representatives of Monarch provided a corporate overview and review of Monarch’s mineral
projects.
In September 2019, with a view to increasing the profile of the Wasamac Property, management of Monarch
participated in the 2019 Precious Metals Summit held in Beaver Creek, Colorado, USA, a three-day annual event in
the mining industry, where Mr. Jean-Marc Lacoste, President and Chief Executive Officer, and Mr. Mathieu Séguin,
Vice President, Corporate Development of Monarch, met with more than 20 potential partners involved in the mining
sector in various capacities, including major gold producers. The discussions regarding the Wasamac Property
included the potential financing of mining operations and an equity investment by a strategic partner to advance the
permitting of the project. Management of Monarch also met with a number of companies that owned mills and could
benefit from the opportunity of custom milling the ore from the Wasamac Property, which ore would be transported
by the railway located close to the project. Using an off-site mill to process the ore from the Wasamac Property had
the advantage of reducing the capital expenditures needed to develop the project and make it more attractive to
potential strategic partners.
Between September 2019 and November 2019, a number of counterparties contacted Monarch regarding potential
financing transactions and completed preliminary due diligence. While Monarch received a number of non-binding
offers, the counterparties did not proceed to definitive offers.
Between December 2019 and February 2020, the marketing efforts by management of Monarch resulted in meetings
with several potential investors from Europe and North America. Monarch entered into non-disclosure agreements
with and gave data room access to numerous counterparties. Also during this period, Monarch conducted site visits at
the Wasamac Property for representatives of two interested parties. Many potential transactions were discussed but
no offers were submitted to Monarch. During this time, representatives of Monarch contacted representatives of
Yamana to provide an update on Monarch’s mineral projects.
In line with its strategy to reduce the capital expenditures for the development of the Wasamac Property by using an
off-site mill to process the ore, on May 13, 2020, Monarch entered into a memorandum of understanding (the “MOU”)
with Glencore Canada Corporation (“Glencore”) regarding the potential use of Glencore’s Kidd metallurgical facility
in Timmins, Ontario for the treatment of the ore from the Wasamac Property.
In mid to late May 2020, Yamana became aware of a block of Monarch Shares available for purchase from an existing
investor but it was not ultimately acquired. Subsequent to that, representatives of Yamana contacted representatives
of Monarch to receive a corporate update on Monarch and gauge Monarch’s interest in participating in a potential
private placement pursuant to which Yamana would act as lead investor.
On June 11, 2020, Yamana invested approximately $4.2 million in a private placement of units of Monarch, comprised
of Monarch Shares and warrants to purchase Monarch Shares. In connection with this financing, Yamana obtained
the right to appoint a nominee to the Monarch Board and on June 15, 2020, Mr. Yohann Bouchard, was appointed as
a director of Monarch.
On June 21, 2020, Monarch retained Ausenco Engineering Canada Inc. (“Ausenco”) to conduct an upgrading study
of Glencore’s Kidd facility in Timmins, Ontario, in connection with the off-site custom milling opportunity for the
Wasamac Property pursuant to the MOU. Ausenco’s mandate was twofold: (a) Phase I was to focus on developing a
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high-level cost and financial analysis for two options, whole ore leach and flotation leach; and (b) Phase II was to
develop the preferred option at a pre-feasibility study level.
On July 2, 2020, Monarch entered into the Confidentiality Agreement with Yamana. In mid-July 2020, Monarch
granted Yamana access to a virtual data room containing technical information regarding Monarch’s mineral
properties and representatives of Yamana began conducting preliminary desktop due diligence on Monarch’s portfolio
of assets. During this period of diligence, due to the travel restrictions imposed by the COVID-19 pandemic,
management of Monarch was actively continuing to market its assets by virtual conferences and webinar presentations
rather than in person meetings. On July 8 and July 9, 2020, August 13, 2020 and from September 8 to September 10,
2020, various consultants and employees of Yamana visited the mining properties of Monarch, including the Wasamac
Property. Stringent health protocols were observed during these site visits.
On August 25, 2020, following a favourable uptick in the market for gold exploration companies, Monarch announced
a $10 million bought deal flow-through private placement, which was later upsized to $13 million. Yamana
participated in the financing and invested approximately $1.9 million. Following the closing of the offering on
September 17, 2020, Yamana held approximately 7% of the issued and outstanding Monarch Shares on a non-diluted
basis.
Following completion of the site visits, representatives of Yamana began an in-depth review of technical information.
On October 24, 2020, Monarch granted Yamana access to additional data room information including legal and
financial information regarding Monarch.
On October 25, 2020, representatives of Yamana engaged in a preliminary discussion with representatives of Monarch
regarding a potential acquisition transaction, including, without limitation, the structure of a potential transaction and
indicative deal terms.
Following the initial discussion with representatives of Yamana, Mr. Lacoste held internal discussions with members
of Monarch’s management team, the chairman of the Monarch Board and Monarch’s legal counsel, Stein Monast
LLP, to analyze the economics and other benefits of a potential transaction for Monarch and Monarch Shareholders.
Between October 25, 2020 and October 27, 2020, Mr. Lacoste had several discussions with Mr. Gerardo Fernandez,
Senior Vice President, Corporate Development of Yamana, regarding the proposed terms of a potential acquisition
transaction.
On October 27, 2020, Monarch received a formal non-binding proposal from Yamana (the “Proposal”) contemplating
the acquisition by Yamana of 100% of the issued and outstanding Monarch Shares for consideration per Monarch
Share comprised of (i) $0.192 in cash; (ii) $0.288 in Yamana Shares; and (iii) $0.15 in SpinCo Shares, for total
consideration value of $0.63 per Monarch Share. The Proposal was subject to a number of conditions, including, but
not limited to, satisfactory completion of Yamana’s due diligence and the formal approval of the transaction by the
Yamana Board. The Proposal also included a request for Monarch to negotiate exclusively with Yamana until
November 27, 2020. A draft of the Arrangement Agreement along with and the Support Agreement to be entered into
by the officers and directors of Monarch were delivered to Monarch concurrently with the Proposal.
The Monarch Board met on October 27, 2020 with members of Monarch’s management team and a representative of
Stein Monast LLP, Monarch’s legal counsel, to, among other things, consider and discuss the merits of the Proposal.
Mr. Yohann Bouchard declared his conflict of interest with respect to a potential transaction with Yamana and recused
himself from all meetings of the Monarch Board in connection therewith. The Monarch Board received copies of the
Proposal, the draft Arrangement Agreement and the draft Support Agreement. The Monarch Board also discussed,
among other things, the steps and efforts taken by Monarch since October 2017 to secure the requisite funding in order
to develop the Wasamac Property, the financial capacity of Yamana to develop the Wasamac Property, the current
and anticipated future opportunities available to Monarch to develop the Wasamac Property as a standalone entity, the
challenges involved in raising additional funds and its dilutive impact to Monarch Shareholders, the benefits of the
equity components of the Consideration which allow Monarch Shareholders to maintain their participation in the
assets of Monarch through Yamana and SpinCo, the ability of the parties to complete the Arrangement, the ability of
the Monarch Board to consider superior offers that may follow the announcement of the Arrangement and other
relevant matters.
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On October 28, 2020, the Monarch Board met again with members of Monarch’s management to consider the
Proposal. After further discussions and consideration of the Proposal and after having taken into consideration matters
deemed relevant, the Monarch Board unanimously (with the exception of Mr. Yohann Bouchard who did not
participate in the meetings or vote with respect to the Arrangement) resolved to approve the Proposal and recommend
that Monarch Shareholders vote in favour of the Arrangement, subject to obtaining a favourable fairness opinion from
an independent financial advisor.
On October 28, 2020, the Monarch Board retained the Financial Advisor, an arm’s length party, to act as financial
advisor to the Monarch Board in connection with the Arrangement and to provide the Monarch Board with an opinion
as to the fairness, from a financial point of view, of the Consideration to the Monarch Shareholders other than Yamana.
Between October 28 and November 1, 2020, representatives of Monarch and Yamana, together with their respective
financial, tax and legal advisors, finalized the proposed terms of the Arrangement Agreement and advanced the
ancillary documents with a view to completing the negotiations and, if desirable, seek final approvals of the Monarch
Board and the Yamana Board.
On November 1, 2020, the Monarch Board met with members of Monarch’s management and the Financial Advisor
to receive an update on the terms of the Arrangement Agreement and the Fairness Opinion. The Financial Advisor
delivered a fulsome presentation including the benefits of the Arrangement to Monarch Shareholders, their assessment
of the risks related to the Arrangement, their approach to evaluating the fairness of the Proposal and provided
comparisons between the Arrangement and similar transactions that took place during the previous 24 months. The
Monarch Board received the oral opinion of the Financial Advisor, which was subsequently confirmed in writing, to
the effect that, as of that date and based on and subject to the various assumptions, limitations and qualifications
described therein, the Consideration to be received by Monarch Shareholders pursuant to the Arrangement is fair,
from a financial point of view, to the Monarch Shareholders other than Yamana. Representatives of Stein Monast LLP
reviewed the terms and conditions contained in the draft Arrangement Agreement and the status of certain outstanding
legal issues. Following extensive discussion and careful consideration, including consultation with its advisors, a
detailed review of the terms of the latest version of the Arrangement Agreement, the Fairness Opinion, and other
relevant matters, the Monarch Board unanimously (with the exception of Mr. Yohann Bouchard who did not
participate in the meetings or vote with respect to the Arrangement) approved the Arrangement and determined that
the Arrangement is fair to Monarch Shareholders and that the Arrangement and the entering into the Arrangement
Agreement are in the best interest of Monarch.
Throughout the remainder of November 1, 2020, Monarch and Yamana, assisted by their respective legal advisors,
finalized the terms of the Arrangement Agreement and the other transaction documents. Monarch and Yamana
executed the Arrangement Agreement late in the night on November 1, 2020 and the Arrangement was announced
prior to markets opening on November 2, 2020.
Recommendation of the Monarch Board
The Monarch Board, after consultation with representatives of Monarch’s management team, its financial and legal
advisors and having taken into account the Fairness Opinion, and such other matters as it considered necessary and
relevant, including the factors and reasons set out below under the heading “The Arrangement – Reasons for the
Recommendation of the Monarch Board”, unanimously (with the exception of Mr. Bouchard who did not participate
in the meetings or vote with respect to the Arrangement) determined that the Arrangement is fair to the Monarch
Shareholders, the Arrangement and the entering into of the Arrangement Agreement are in the best interests of
Monarch and authorized Monarch to enter into the Arrangement Agreement. Accordingly, the Monarch Board (with
the exception of Mr. Yohann Bouchard) unanimously recommends that Monarch Securityholders vote FOR
the Arrangement Resolution.
Reasons for the Recommendation of the Monarch Board
In reaching its conclusions and formulating its recommendation, the Monarch Board consulted with representatives
of Monarch’s management team and its legal and financial advisors. The Monarch Board also reviewed a significant
amount of technical, financial and operational information relating to Monarch and Yamana and considered a number
of factors and reasons, including those listed below. The following is a summary of the principal reasons for the
unanimous (with the exception of Mr. Yohann Bouchard) determination of the Monarch Board that the Arrangement
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is fair to the Monarch Shareholders and is in the best interests of Monarch and the recommendation of the Monarch
Board that Monarch Securityholders vote FOR the Arrangement Resolution.
x

Significant Premium to Monarch Shareholders. Yamana has offered Monarch Shareholders a significant
premium to the Monarch Share price. The Consideration to be received by the Monarch Shareholders, based
on the closing price of the Yamana Shares on the TSX on October 30, 2020 (being the last trading day prior
to the announcement of the Arrangement), represents a premium of approximately 43% based on the closing
price of the Monarch Shares on the TSX on October 30, 2020 and a premium of 43% to the volume weighted
average price of the Monarch Shares on the TSX for the 20-day period ending on October 30, 2020.

x

Continued Exposure to the Acquisition Properties. Monarch Shareholders, through their ownership of
Yamana Shares, will participate in the value associated with the exploration, development and operation of
the Acquisition Properties, supported by Yamana’s technical, operational and financial capability.

x

Benefits of Owning Yamana Shares. The Yamana Shares to be received by Monarch Shareholders in the
Arrangement offer Monarch Shareholders an opportunity to own shares in a high-quality, low-cost gold
producer, as well as exposure to Yamana’s portfolio of well diversified assets in safe jurisdictions throughout
the Americas.

x

Continued Exposure to Other Monarch Assets. Monarch Shareholders, through their ownership of SpinCo
Shares, will have continued exposure to the other Monarch assets being transferred to SpinCo.

x

Access to Capital and Enhanced Capital Markets Exposure. Yamana has a strong balance sheet with
sufficient cash and liquidity to advance its assets. The management team and board of directors of Yamana
have high visibility in the mining industry and significant relationships with key sector investors and analysts
that should help to attract strong retail and institutional support for Yamana and the Wasamac Property.

x

Alternatives to the Arrangement. Prior to entering into the Arrangement Agreement, Monarch regularly
evaluated business and strategic opportunities with the objective of maximizing shareholder value in a
manner consistent with the best interests of Monarch. As part of that process, Monarch entered into a number
of confidentiality agreements with various mining companies over the past several years in order to allow for
preliminary discussions to occur regarding potential transactions to maximize value for Monarch
Shareholders. The Monarch Board assessed the current and anticipated future opportunities and risks
associated with the business, operations, assets, financial performance and condition of Monarch should it
continue as a standalone entity, including the challenges faced by Monarch in sourcing the capital required
for its business and development objectives on reasonable commercial terms, the lack of potential sources of
such capital and the costs and expected significant dilution to Monarch Shareholders that would likely result
from obtaining such capital. The Monarch Board, with the assistance of its legal and financial advisors,
assessed the alternatives reasonably available to Monarch and determined that the Arrangement represents
the best current prospect for maximizing value for Monarch Shareholders.

x

Significant Shareholder Support. Each of the directors and senior officers of Monarch and certain
significant shareholders of Monarch, including Alamos Gold Inc., Typhoon Exploration Inc. and EBC Inc.,
have entered into Support Agreements with Yamana, in each case pursuant to which they have, subject to the
terms and conditions of such agreements, agreed, among other things, to vote all of their Monarch Shares in
favour of the Arrangement Resolution. In the aggregate, the parties to these agreements collectively own or
control approximately 20.3% of the issued and outstanding Monarch Shares as of the Record Date.

x

Fairness Opinion. The Financial Advisor provided its opinion to the Monarch Board to the effect that, as of
November 1, 2020, and subject to the assumptions, limitations and qualifications set out in the Fairness
Opinion, the Consideration to be received by Monarch Shareholders under the Arrangement is fair, from a
financial point of view, to Monarch Shareholders other than Yamana.

x

Likelihood of the Arrangement Being Completed. The likelihood of the Arrangement being completed is
considered by the Monarch Board to be high, in light of the experience, reputation and financial capability
of Yamana and the absence of significant closing conditions outside the control of Monarch, other than the
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Monarch Securityholder Approval, the approval by the Court of the Arrangement, the exercise of Dissent
Rights by Registered Holders of no more than 10% of the Monarch Shares and certain other customary
closing conditions.
In making its determinations and recommendations, the Monarch Board also observed that a number of procedural
safeguards were in place and present to permit the Monarch Board to protect the interests of Monarch, Monarch
Shareholders and other Monarch stakeholders. These procedural safeguards include, among others:
x

Arm’s Length Negotiations. The Arrangement Agreement is the result of comprehensive arm’s length
negotiations. The Monarch Board took an active role in negotiating the materials terms of the Arrangement
Agreement and the Arrangement Agreement includes terms and conditions that are reasonable in the
judgment of the Monarch Board.

x

Conduct of Monarch’s Business. The Monarch Board believes that the restrictions imposed on Monarch’s
business and operations during the pendency of the Arrangement are reasonable and not unduly burdensome.

x

Ability to Respond to Superior Proposals. Notwithstanding the limitations contained in the Arrangement
Agreement on Monarch’s ability to solicit interest from third parties, the Arrangement Agreement allows
Monarch to engage in discussions or negotiations regarding any unsolicited competing proposal for Monarch
received prior to the Meeting that constitutes, or would reasonably be expected to constitute, a Superior
Proposal.

x

Reasonable Break Fee. The amount of the Termination Fee, being $8 million, payable to Yamana under
certain circumstances, is within the range of termination fees that are considered reasonable for a transaction
of the nature and size of the Arrangement and should not preclude a third party from making a Superior
Proposal.

x

Securityholder Approval. The Arrangement Resolution must be approved by the affirmative vote of at least
two-thirds of the votes cast by Monarch Securityholders present in person or represented by proxy and
entitled to vote at the Meeting, voting together as a single class.

x

Dissent Rights. The terms of the Plan of Arrangement provide that any Registered Holders who oppose the
Arrangement may, upon compliance with certain conditions, exercise Dissent Rights and, if ultimately
successful, receive the fair value of the Dissent Shares in accordance with the Arrangement.

The Monarch Board also considered a variety of risks relating to the Arrangement including those matters described
under the heading “Risk Factors”. The Monarch Board believes that, overall, the anticipated benefits of the
Arrangement to Monarch outweigh these risks.
The foregoing summary of the information and factors considered by the Monarch Board in reaching its determination
and recommendation is not intended to be exhaustive but includes the material information and factors considered by
the Monarch Board in its consideration of the Arrangement. In view of the wide variety of factors and the amount of
information considered in connection with the Monarch Board’s evaluation of the Arrangement and the complexity
of these matters, the Monarch Board did not find it practicable to, and did not quantify or otherwise attempt to assign
any relative weight to each of the specific factors considered in reaching its conclusion and recommendation. The
recommendation of the Monarch Board was made after consideration of all of the above-noted and other factors and
in light of the Monarch Board’s knowledge of the business, financial condition and prospects of Monarch and Yamana
and were based upon the advice of Monarch’s financial advisors and legal counsel. In addition, individual members
of the Monarch Board may have assigned different weights to different factors.
Fairness Opinion
Pursuant to an engagement letter dated as of October 28, 2020, the Financial Advisor was retained by the Monarch
Board to, among other things, deliver an opinion as to the fairness of the Consideration to be received under the
Arrangement, from a financial point of view, to the Monarch Shareholders other than Yamana. On November 1, 2020,
the Financial Advisor delivered to the Monarch Board its oral opinion, later confirmed in writing, that, on the basis of
the particular assumptions and limitations set forth therein, as of such date, the Consideration to be received by the
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Monarch Shareholders under the Arrangement is fair, from a financial point of view, to the Monarch Shareholders
other than Yamana.
The full text of the Fairness Opinion, which sets forth, among other things, the assumptions made, matters considered,
procedures followed and limitations and qualifications in connection with the Fairness Opinion, is set forth in
Appendix C to this Circular. This summary of the Fairness Opinion is qualified in its entirety by the full text of
the opinion and Monarch Shareholders are urged to read the Fairness Opinion in its entirety.
The Financial Advisor will be paid by Monarch a fee for its services which is not contingent on the successful outcome
of the Arrangement and will be reimbursed of all reasonable legal and out-of-pocket expenses. In addition, the
Financial Advisor and its affiliates and their respective directors, officers, employees, agents and controlling persons
are to be indemnified by Monarch under certain circumstances from and against certain liabilities arising out of the
performance of professional services rendered to Monarch.
The Fairness Opinion has been provided solely for the use of the Monarch Board for the purposes of considering the
Arrangement and may not be used or relied upon by any other person or for any other purpose without the prior written
consent of the Financial Advisor. The Fairness Opinion is not to be construed as a valuation of Monarch or Yamana,
or any of their respective assets, securities or liabilities (whether on a standalone basis or as a combined entity).
The Fairness Opinion does not constitute a recommendation as to whether or not Monarch Securityholders should
vote in favour of the Arrangement Resolution or any other matter. The Fairness Opinion is one of a number of factors
taken into account by the Monarch Board in approving the terms of the Arrangement Agreement and the Plan of
Arrangement, determining that the Arrangement is in the best interests of Monarch and unanimously recommending
that Monarch Securityholders vote FOR the Arrangement Resolution.
Principal Steps of the Arrangement
The following description of the Plan of Arrangement is qualified in its entirety by reference to the full text of the
Plan of Arrangement, which is attached as Appendix B to this Circular and which has been filed by Monarch (as
Schedule A to the Arrangement Agreement) under its profile on SEDAR at www.sedar.com.
If the Arrangement Resolution is approved at the Meeting, the Final Order approving the Arrangement is issued by
the Court and the applicable conditions to completion of the Arrangement are satisfied or waived, the Arrangement
will take effect commencing and effective as at the Effective Time (which will be at 12:01 a.m. (Eastern time)) on the
Effective Date, which is expected to occur as soon as practicable following receipt of the Final Order.
The following preliminary steps will occur prior to, and will be conditions precedent to, the implementation of the
Plan of Arrangement:
(a)

Monarch will have incorporated SpinCo pursuant to the CBCA;

(b)

Monarch will have subscribed for the Initial SpinCo Share for $1.00 and SpinCo will have issued the Initial
SpinCo Share to Monarch, and Monarch and SpinCo will file an election under section 85 of the Tax Act as
specified in the Arrangement Agreement;

(c)

Michel Bouchard, Guylaine Daigle, Laurie Gaborit, Jean-Marc Lacoste and Christian Pichette, having
consented to act as directors of SpinCo in accordance with the CBCA, will be appointed directors of SpinCo,
to hold office until the next annual meeting of the shareholders of SpinCo or until their successors are elected
or appointed;

(d)

Monarch, SpinCo and Yamana will have entered into the SpinCo Conveyance Agreement; and

(e)

SpinCo will not have any issued and outstanding shares other than the Initial SpinCo Share, and SpinCo will
not have carried on any business prior to the Effective Date.
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Commencing at the Effective Time, each of the following principal steps will occur and will be deemed to occur
without any further act or formality, in the order and timing set out below:
(a)

each Dissent Share will be, and will be deemed to be, surrendered to Monarch by the holder thereof, without
any further act or formality by or on behalf of the Dissenting Monarch Shareholder, free and clear of all
Encumbrances, and each such Monarch Share so surrendered will be cancelled and thereupon each Dissenting
Monarch Shareholder will cease to have any rights as a holder of such Dissent Shares other than a claim
against Monarch in an amount determined and payable in accordance with the Plan of Arrangement and the
name of such Dissenting Monarch Shareholder will be removed from the securities register of Monarch
Shareholders;

(b)

concurrently with the surrender and cancellation of Dissent Shares held by Dissenting Monarch Shareholders,
the stated capital account maintained by Monarch in respect of the Monarch Shares will be reduced, in respect
of the Dissent Shares cancelled pursuant to the Plan of Arrangement;

(c)

each Monarch Out-Of-The-Money Option will be cancelled without any payment in respect thereof and the
holder thereof will cease to be the holder of such Monarch Option, will cease to have any rights as a holder
in respect of such Monarch Option, will be removed from the register of Monarch Options, and all option
agreements, grants and similar instruments relating thereto will be cancelled, and none of Monarch, SpinCo
nor Yamana will have any further liabilities or obligations to the Former Monarch Optionholders with respect
thereto;

(d)

each Monarch In-The-Money Option will be surrendered and cancelled and the relevant Monarch
Optionholder will receive a payment from Monarch, in the form of Monarch Option Shares, having a fair
market value equal to the relevant In-the-Money Amount, net of applicable source deductions, and Monarch
Option Shares issuable in connection therewith will be deemed to be issued to such Monarch Optionholder
as fully paid and non-assessable Monarch Shares, provided that no share certificates will be issued with
respect to such Monarch Option Shares, and the holder thereof will cease to be the holder of such Monarch
Option, will cease to have any rights as a holder in respect of such Monarch Option, will be removed from
the register of Monarch Options, and all option agreements, grants and similar instruments relating thereto
will be cancelled, and none of Monarch, SpinCo nor Yamana will have any further liabilities or obligations
to the Former Monarch Optionholders with respect thereto;

(e)

the Monarch Option Plan will be terminated, and none of Monarch, SpinCo nor Yamana will have any further
liabilities or obligations to the Former Monarch Optionholders thereunder;

(f)

Monarch will transfer all of its entire legal and beneficial right, title and interest in and to the SpinCo Assets
to SpinCo in consideration for (i) the issuance by SpinCo to Monarch of that number of fully paid and nonassessable SpinCo Shares (the “Distribution SpinCo Shares”) equal to the product of 0.2 multiplied by the
number of Monarch Shares issued and outstanding immediately prior to the transfer in accordance with the
Plan of Arrangement, and (ii) the assumption by SpinCo of the SpinCo Liabilities, all in accordance with the
terms of the SpinCo Conveyance Agreement;

(g)

each Monarch Share held by a Non-Resident Holder (excluding, for the avoidance of doubt, any Dissent
Shares) will be deemed to be transferred and assigned, without any further act or formality on the part of the
Non-Resident Holder, to Yamana (free and clear of any Encumbrances), in exchange for the Consideration
(including the right to receive the SpinCo Shares forming part of the Consideration), and upon such transfer:
(i)

each such Non-Resident Holder will be removed from the securities register of Monarch
Shareholders;

(ii)

each such Non-Resident Holder will be entered in the securities register of holders of Yamana
Shares in respect of Yamana Shares issued to such holder; and

(iii)

Yamana will be entered in the securities register of Monarch Shareholders as the legal and beneficial
owner of the Monarch Shares, free and clear of any Encumbrances;
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(h)

in the course of a reorganization of Monarch’s authorized and issued share capital:
(i)

the articles of Monarch will be amended to add a class of shares designated as “Class A Shares”,
which have the rights, privileges, restrictions and conditions set out in the Plan of Arrangement (the
“Monarch Class A Shares”);

(ii)

each issued and outstanding Monarch Share (including any Monarch Shares acquired by Yamana
from a Non-Resident Holder in accordance with the Plan of Arrangement, but excluding, for the
avoidance of doubt, any Dissent Shares) will be exchanged with Monarch (free and clear of any
Encumbrances) for one Monarch Class A Share and 0.20 of a Distribution SpinCo Share, and upon
such exchange:

(iii)

(A)

each such exchanged Monarch Share will be cancelled, and the holders of such exchanged
Monarch Shares will be removed from the register of Monarch Shareholders;

(B)

each holder of such exchanged Monarch Shares will be entered in the register of holders
of Monarch Class A Shares in respect of Monarch Class A Shares issued to such holder;
and

(C)

each holder of such exchanged Monarch Shares will be entered in the register of holders
of SpinCo Shares in respect of the Distribution SpinCo Shares transferred to such holder
by Monarch;

concurrently with the exchange noted in paragraph (ii) above, the stated capital account maintained
in respect of the Monarch Shares will be adjusted as set out in the Plan of Arrangement;

(i)

the Initial SpinCo Share held by Monarch will be cancelled without any payment therefor and Monarch will
be removed from the register of holders of SpinCo Shares;

(j)

Yamana will deliver to each Non-Resident Holder whose Monarch Shares were transferred to Yamana
pursuant to Section 3.2(g) of the Plan of Arrangement, such number of SpinCo Shares as are deliverable by
Yamana to such Non-Resident Holder, and upon such delivery Yamana will be removed from the securities
register of holders of SpinCo Shares and each such Non-Resident Holder will be entered in the securities
register of holders of SpinCo Shares in respect of the SpinCo Shares delivered to such Non-Resident Holder;

(k)

each Monarch Class A Share (excluding any Monarch Class A Shares held by Yamana) issued pursuant to
the Plan of Arrangement will be and will be deemed to be transferred and assigned by the holder thereof,
without any further act or formality on its part, to Yamana (free and clear of any Encumbrances), in exchange
for the Yamana Share Consideration and the Cash Consideration, and upon such exchange:

(l)

(i)

each such holder (other than Yamana) of such exchanged Monarch Class A Shares will be removed
from the securities register of holders of Monarch Class A Shares;

(ii)

each such holder (other than Yamana) of such exchanged Monarch Class A Shares will be entered
in the securities register of holders of Yamana Shares in respect of the Yamana Shares issued to
such holder; and

(iii)

Yamana will be entered in the securities register of holders of Monarch Class A Shares as the legal
and beneficial owner of the Monarch Class A Shares transferred to it pursuant to the Plan of
Arrangement, free and clear of any Encumbrances; and

each Monarch Certificated Warrant outstanding immediately prior to the Effective Time (other than Monarch
Certificated Warrants owned by Yamana) will be exchanged by the holder thereof, without any further act or
formality and free and clear of all Encumbrances, for:
(i)

a Replacement Yamana Warrant; and

(ii)

a Replacement SpinCo Warrant;
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(m)

Monarch Certificated Warrants (other than Yamana Monarch Warrants) will be cancelled and the holder
thereof will cease to be the holder of such Monarch Certificated Warrants, will cease to have any rights as a
holder in respect of such Monarch Certificated Warrants, will be removed from the register of Monarch
Warrants, and all warrant certificates, grants and similar instruments relating thereto will be cancelled, and
none of Monarch, SpinCo nor Yamana will have any further liabilities or obligations to the Former Monarch
Warrantholders with respect thereto;

(n)

the Yamana Monarch Warrants outstanding immediately prior to the Effective Time will be exchanged by
Yamana, without any further act or formality and free and clear of all Encumbrances, for a Replacement
SpinCo Warrant;

(o)

the Yamana Monarch Warrants will be cancelled and Yamana will cease to be the holder of such Monarch
Certificated Warrants, will cease to have any rights as a holder in respect of such Monarch Certificated
Warrants, will be removed from the register of Monarch Warrants, and all warrant certificates, grants and
similar instruments relating thereto will be cancelled, and none of Monarch nor SpinCo will have any further
liabilities or obligations to Yamana with respect thereto; and

(p)

Monarch will file an election with the CRA to cease to be a public corporation for the purposes of the Tax
Act.

If completed, the Arrangement will result in the issuance, at the Effective Time, of (i) $0.192 in cash, (ii) 0.0376 of a
Yamana Shares and (iii) 0.20 of a SpinCo Share for each Monarch Share held by former Monarch Shareholders
(excluding Dissenting Monarch Shareholders and, with respect to the Cash Consideration and Yamana Share
Consideration, Yamana) at the Effective Time. Following completion of the Arrangement, former Monarch
Shareholders (other than Dissenting Monarch Shareholders and Yamana) are anticipated to own approximately 1.3%
of the issued and outstanding Yamana Shares and former Monarch Shareholders will own 100% of the issued and
outstanding SpinCo Shares.
Treatment of Monarch Options
Subject to the terms and conditions of the Arrangement Agreement and pursuant to the Plan of Arrangement, at the
Effective Time, each Monarch Out-Of-The-Money Option will be cancelled without any payment in respect thereof
and the holder thereof will cease to be the holder of such Monarch Option, will cease to have any rights as a holder in
respect of such Monarch Option, will be removed from the register of Monarch Options, and all option agreements,
grants and similar instruments relating thereto will be cancelled, and none of Monarch, SpinCo nor Yamana will have
any further liabilities or obligations to the Former Monarch Optionholders with respect thereto.
At the Effective Time, each Monarch In-The-Money Option will be surrendered and cancelled and the relevant
Monarch Optionholder will receive a payment from Monarch, in the form of Monarch Option Shares, having a fair
market value equal to the relevant In-the-Money Amount, net of applicable source deductions, and Monarch Option
Shares issuable in connection therewith will be deemed to be issued to such Monarch Optionholder as fully paid and
non-assessable Monarch Shares, provided that no share certificates will be issued with respect to such Monarch Option
Shares, and the holder thereof will cease to be the holder of such Monarch Option, will cease to have any rights as a
holder in respect of such Monarch Option, will be removed from the register of Monarch Options, and all option
agreements, grants and similar instruments relating thereto will be cancelled, and none of Monarch, SpinCo nor
Yamana will have any further liabilities or obligations to the Former Monarch Optionholders with respect thereto. The
Monarch Option Plan will be then be terminated, and none of Monarch, SpinCo nor Yamana will have any further
liabilities or obligations to the Former Monarch Optionholders thereunder.
Treatment of Monarch Warrants
Monarch Certificated Warrants
Subject to the terms and conditions of the Arrangement Agreement and pursuant to the Plan of Arrangement and in
accordance with the terms of the Certificated Monarch Warrants, at the Effective Time each Monarch Certificated
Warrant outstanding immediately prior to the Effective Time (other than Monarch Certificated Warrants owned by
Yamana) will be exchanged by the holder thereof, without any further act or formality and free and clear of all
Encumbrances, for (a) a Replacement Yamana Warrant and (b) a Replacement SpinCo Warrant. The Monarch
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Certificated Warrants (other than Monarch Certificated Warrants owned by Yamana) will be cancelled and the holder
thereof will cease to be the holder of such Monarch Certificated Warrants, will cease to have any rights as a holder in
respect of such Monarch Certificated Warrants, will be removed from the register of Monarch Warrants, and all
warrant certificates, grants and similar instruments relating thereto will be cancelled, and none of Monarch, SpinCo
nor Yamana will have any further liabilities or obligations to the Former Monarch Warrantholders with respect thereto.
(a)

a warrant to purchase from Yamana 0.0376 of a Yamana Share (and when aggregated with the other similar
Replacement Yamana Warrants of a holder of such Monarch Certificated Warrants resulting in a fraction of
a Yamana Share, they shall be rounded down to the nearest whole number of Yamana Shares)
(a “Replacement Yamana Warrant”). Each Replacement Yamana Warrant will provide for an exercise
price per Replacement Yamana Warrant (rounded up to the nearest whole cent) equal to the exercise price
per Yamana Share that would otherwise be payable to acquire a Monarch Share pursuant to the Monarch
Certificated Warrant it replaces less $0.192 and less the exercise price of the Replacement SpinCo Warrant.
The term of expiry, conditions to and manner of exercise (provided any Replacement Yamana Warrant shall
be exercisable at the offices of the Yamana or its transfer agent) and other terms and conditions of each
Replacement Yamana Warrant will be as nearly equivalent as practicable as the terms and conditions of the
certificates governing such Monarch Certificated Warrant for which it is exchanged; and

(b)

a warrant to purchase from SpinCo 0.20 of a SpinCo Share (and when aggregated with the other similar
Replacement SpinCo Warrants of a holder of such Monarch Certificated Warrants resulting in a fraction of
a SpinCo Share, they shall be rounded down to the nearest whole number of SpinCo Shares) (a “Replacement
SpinCo Warrant”). The term of expiry, conditions to and manner of exercise (provided any Replacement
SpinCo Warrant will be exercisable at the offices of SpinCo or its transfer agent) and other terms and
conditions of each Replacement SpinCo Warrant will be as nearly equivalent as practicable as the terms and
conditions of the certificates governing such Monarch Certificated Warrant for which it is exchanged. Each
Replacement SpinCo Warrant will provide for an exercise price per SpinCo Share determined by the
following formula (rounded up to the nearest whole cent):
(original exercise price per Monarch Share x (Fair Market Value of a SpinCo Share x 0.20)) / (Fair Market
Value of a Monarch Class A Share + (Fair Market Value of a SpinCo Share x 0.20))

Monarch Indenture Warrants
In accordance with the terms of the Monarch Warrant Indenture, each holder of Monarch Indenture Warrants will be
entitled to receive (and such holder shall accept) upon the exercise of such holder’s Monarch Indenture Warrants, in
lieu of Monarch Shares to which such holder was theretofore entitled upon such exercise, and for the same aggregate
consideration payable therefor, the number of Yamana Shares, the value of the Cash Consideration and the number of
SpinCo Consideration Shares which the holder would have been entitled to receive as a result of the transactions
contemplated by the Arrangement if, immediately prior to the Effective Date, such holder had been the registered
holder of the number of Monarch Shares to which such holder would have been entitled if such holder had exercised
its Monarch Indenture Warrants immediately prior to the Effective Time. Each Monarch Indenture Warrant will
continue to be governed by and be subject to the terms of the Monarch Warrant Indenture, subject to any supplemental
indenture, warrant certificate or exercise documents, as applicable, provided by the Yamana and SpinCo to holders of
the Monarch Indenture Warrants to facilitate the exercise of the Monarch Indenture Warrants and the payment of the
corresponding portion of the exercise price therefor.
Upon any valid exercise of a Monarch Indenture Warrant after the Effective Time, Yamana will issue the requisite
number of Yamana Shares and SpinCo shall issue the requisite number of SpinCo Consideration Shares, necessary to
settle such exercise, provided that Yamana or SpinCo, as applicable, has received the portion of the Monarch Indenture
Warrant exercise price such that the Monarch Indenture Warrant exercise price is divided between Yamana and
SpinCo as follows:
(a)

Yamana will receive a portion of the exercise price equal to the original exercise price of the Monarch
Indenture Warrant less the Cash Consideration amount that would have been payable in exchange for that
number of Yamana Shares that were previously issuable upon exercise and less the exercise price payable to
SpinCo as determined in accordance with (b) below; and
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(b)

SpinCo shall receive a portion of the exercise price determined in accordance with the following formula:
(original exercise price x (Fair Market Value of a SpinCo Share x 0.20)) / (Fair Market Value of a Monarch
Share + (Fair Market Value of a SpinCo Share x 0.20)).

It is expected that Yamana and SpinCo will enter into supplemental indenture with Computershare Trust Company of
Canada, the warrant agent for the Monarch Indenture Warrants, to facilitate the issuance of the cash, Yamana Shares
and SpinCo Shares upon due exercise of the Monarch Indenture Warrants following the Effective Time.
Procedure for Exchange of Monarch Shares
Computershare Trust Company of Canada is acting as Depositary under the Arrangement. The Depositary will receive
deposits of certificates or DRS Statements representing Monarch Shares and an accompanying Letter of Transmittal,
at the offices specified in the Letter of Transmittal and will be responsible for delivering the Consideration to which
Monarch Securityholders are entitled to under the Arrangement.
At the time of sending this Circular to each Monarch Securityholder, Monarch is also sending the Letter of Transmittal
to each Registered Holder. The Letter of Transmittal is only for use by Registered Holders and is not to be used by
Non-Registered Holders. In order to receive the applicable amount of Cash Consideration and number of
Consideration Shares and SpinCo Consideration Shares that such Registered Holder is entitled to receive pursuant to
the Arrangement, he or she must deposit the certificate(s) or DRS Statement, as applicable, representing his or her
Monarch Shares with the Depositary along with a properly completed and duly executed Letter of Transmittal.
Monarch In-The-Money Options that are not exercised prior to the Effective Time will be surrendered and cancelled
for payment by Monarch in the form of Monarch Option Shares at the Effective Time, in accordance with the Plan of
Arrangement. Such holders of Monarch In-The-Money Options will not receive certificates of a DRS Statement
representing such Monarch Option Shares and will not be required to deliver any such certificate(s) or DRS Statement
or a Letter of Transmittal to the Depositary in order to receive the Consideration they are entitled to receive pursuant
to the Arrangement.
The exchange of Monarch Shares for the Consideration in respect of Non-Registered Holders is expected to be made
with the Non-Registered Holders’ nominee (bank, trust company, securities broker or other nominee) account through
the procedures in place for such purposes between CDS & Co. (or Cede & Co., in the case of some U.S. Holders) and
such nominee. Non-Registered Holders should contact their nominee if they have any questions regarding this process
and to arrange for their nominee to complete the necessary steps to ensure that they receive the Cash Consideration,
Consideration Shares and SpinCo Consideration Shares in respect of their Monarch Shares.
Registered Holders are requested to tender to the Depositary any certificates or DRS Statements representing their
Monarch Shares along with a duly completed Letter of Transmittal. As soon as practicable following the Effective
Date, the Depositary will forward to each Registered Holder that submitted an effective Letter of Transmittal to the
Depositary, together with the certificate(s) or DRS Statements representing the Monarch Shares held by such Monarch
Shareholder immediately prior to the Effective Date, a cheque or wire transfer representing the Cash Consideration, a
DRS Statement representing the Consideration Shares and a DRS Statement representing the SpinCo Consideration
Shares to which the Registered Holder is entitled under the Arrangement, to be sent to or at the direction of such
Monarch Shareholder. DRS Statements representing the Consideration Shares and SpinCo Consideration Shares,
respectively, will be registered in, and the cheque, if applicable, representing the Cash Consideration will be made
payable to, such name or names as directed in the Letter of Transmittal and will be either (i) sent to the address or
addresses as such Monarch Shareholder directed in their Letter of Transmittal or (ii) made available for pick up at the
offices of the Depositary in accordance with the instructions of the former Monarch Shareholder in the Letter of
Transmittal. The Depositary will make payment of the Cash Consideration due to any depositing Registered Holder
by wire as such holder may have elected in their Letter of Transmittal.
If you are a Registered Holder, you will receive the Cash Consideration in Canadian dollars unless you exercise the
right to elect in your Letter of Transmittal to receive the Cash Consideration in respect of your Monarch Shares in
U.S. dollars.
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If you are a Non-Registered Holder, you will receive the Cash Consideration in Canadian dollars unless you contact
the intermediary in whose name your Monarch Shares are registered and request that the intermediary make an election
on your behalf. If your intermediary does not make an election on your behalf, you will receive payment in Canadian
dollars.
The exchange rate that will be used to convert payments from Canadian dollars into U.S. dollars will be the rate
established by the Depositary, in its capacity as foreign exchange service provider to Monarch, on the date the funds
are converted, which rate will be based on the prevailing market rate on the date the funds are converted. The risk of
any fluctuations in such rates, including risks relating to the particular date and time at which funds are converted,
will be solely borne by the Monarch Shareholder. The Depositary will act as principal in such currency conversion
transactions.
A Registered Holder that does not submit an effective Letter of Transmittal prior to the Effective Date may take
delivery of the cheque or wire transfer representing the Cash Consideration and the certificate(s) or DRS Statements
representing the Consideration Shares and SpinCo Consideration Shares, respectively, to which such Monarch
Shareholder is entitled pursuant to the Arrangement, by delivering the certificate(s) or DRS Statement representing
Monarch Shares formerly held by it to the Depositary at the office indicated in the Letter of Transmittal at any time
prior to the sixth anniversary of the Effective Date. Such certificate(s) or DRS Statement representing Monarch Shares
must be accompanied by a duly completed Letter of Transmittal, together with such other documents as the Depositary
may require. DRS Statements representing the Consideration Shares and SpinCo Consideration Shares, respectively,
will be registered in, and any cheque or wire transfer representing the Cash Consideration will be made payable to,
such name or names as directed in the Letter of Transmittal and will be either (i) sent to the address or addresses as
such Registered Holder directed in its Letter of Transmittal or (ii) made available for pick up at the office of the
Depositary in accordance with the instructions of the Registered Holder in the Letter of Transmittal, as soon as
practicable after receipt by the Depositary of the required certificates and documents.
If any certificate, which immediately before the Effective Time represented one or more outstanding Monarch Shares
in respect of which the holder was entitled to receive the Consideration pursuant to the Arrangement is lost, stolen or
destroyed, the Registered Holder should complete the Letter of Transmittal as fully as possible and forward together
with a letter describing the loss, theft or destruction to the Depositary. The Depositary will respond with the
replacement requirements. Alternatively, Registered Holders who have lost, stolen, or destroyed a certificate that
immediately prior to the Effective Time represented one or more Monarch Shares may participate in the Depositary’s
blanket bond program with Aviva Insurance Company of Canada by following the instructions in the Letter of
Transmittal and submitting the applicable certified cheque or money order made payable to the Depositary.
A Registered Holder must deliver to the Depositary at one of the offices listed in the Letter of Transmittal:
(a)

the certificate(s) or DRS Statement representing their Monarch Shares;

(b)

a Letter of Transmittal in the form accompanying this Circular, or a manually executed photocopy thereof,
properly completed and duly executed as required by the instructions set out in the Letter of Transmittal; and

(c)

any other relevant documents required by the instructions set out in the Letter of Transmittal.

Except as otherwise provided in the instructions to the Letter of Transmittal, the signature on the Letter of Transmittal
must be guaranteed by an Eligible Institution. If a Letter of Transmittal is executed by a person other than the registered
holder of the certificate(s) or DRS Statement representing Monarch Shares deposited therewith, the certificate(s) or
DRS Statement, as applicable, must be endorsed or be accompanied by an appropriate share transfer power of attorney
duly and properly completed by the registered holder, with the signature on the endorsement panel, or securities
transfer power of attorney guaranteed by an Eligible Institution.
The method of delivery of certificates or DRS Statements representing Monarch Shares and all other required
documents is at the option and risk of the person depositing the same. Monarch recommends that such documents be
delivered by hand to the Depositary and a receipt obtained or, if mailed, that registered mail with return receipt
requested be used and that appropriate insurance be obtained.
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Mail Services Interruption
Notwithstanding the provisions of the Arrangement, the Circular and the Letter of Transmittal, cheques representing
the Cash Consideration and DRS Statements representing Consideration Shares and the SpinCo Consideration Shares,
respectively, in payment for Monarch Shares deposited pursuant to the Arrangement and any certificate(s) or DRS
Statements, as applicable, representing Monarch Shares to be returned will not be mailed if Yamana and SpinCo
determine that delivery thereof by mail may be delayed.
Persons entitled to cheques, DRS Statements, certificates and other relevant documents which are not mailed for the
foregoing reason may take delivery thereof at the office of the Depositary at which the deposited certificate(s) or DRS
Statements, as applicable, representing Monarch Shares in respect of which Consideration is being delivered were
originally deposited upon application to the Depositary until such time as Yamana has determined that delivery by
mail will no longer be delayed.
No Fractional Shares to be Issued
No fractional Yamana Shares or SpinCo Shares will be issued to Former Monarch Shareholders in connection with
the Plan of Arrangement. The total number of Yamana Shares or SpinCo Shares to be issued to any Former Monarch
Shareholder will, without additional compensation, be rounded down to the nearest whole Yamana Share or SpinCo
Share, as applicable, in the event that a Former Monarch Shareholder would otherwise be entitled to a fractional share
and no person will be entitled to any compensation in respect thereof.
No Fractional Cash Consideration
No fractional Cash Consideration will be paid to Former Monarch Shareholders in connection with the Plan of
Arrangement. The aggregate amount of Cash Consideration owing to any Former Monarch Shareholder shall be
rounded up to the next whole cent.
Treatment of Dividends
No dividend or other distribution declared or made after the Effective Time with respect to the Yamana Shares with a
record date after the Effective Time will be delivered to the holder of any unsurrendered certificate which, immediately
prior to the Effective Time, represented outstanding Monarch Shares unless and until the holder of such certificate has
complied with the provisions the Plan of Arrangement. Subject to applicable Law and withholding rights as set out in
the Plan of Arrangement, at the time of such compliance, there will, in addition to the delivery of the Yamana Shares
and SpinCo Shares and the payment of the Cash Consideration to which such holder is entitled, be delivered to such
holder, without interest, the amount of the dividend or other distribution with a record date after the Effective Time
theretofore paid with respect to such Yamana Shares.
Withholding Rights
Yamana, Monarch and the Depositary, as applicable, shall be entitled to deduct and withhold from any consideration
payable or otherwise deliverable to any person under the Plan of Arrangement (including without limitation, any
payments to Dissenting Monarch Shareholders), and from all dividends or other distributions otherwise payable to
any Former Monarch Shareholder, such amounts as Yamana, Monarch or the Depositary, as applicable, is required to
deduct and withhold with respect to such payment under the Tax Act, the U.S. Tax Code or any provision of any
applicable federal, provincial, state, local or foreign tax Laws, in each case, as amended. To the extent the amount
required to be deducted or withheld from any consideration payable or otherwise deliverable to any person under the
Plan of Arrangement exceeds the amount of cash consideration, if any, otherwise payable to the person, either of
Yamana or the Depositary is authorized to sell or otherwise dispose of any non-cash consideration payable to the
person as is necessary to provide sufficient funds to Yamana or the Depositary, as the case may be, to enable it to
comply with all deduction or withholding requirements applicable to it, and Yamana or the Depositary, as applicable,
will notify such person and remit to such person any unapplied balance of the net proceeds of such sale. To the extent
that amounts are so withheld, such withheld amounts shall be treated for all purposes hereof as having been paid to
the relevant person in respect of which such deduction and withholding was made, provided that such withheld
amounts are remitted to the appropriate Governmental Authority.
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Cancellation of Rights after Six Years
Should any Former Monarch Shareholder fail to deliver any certificate(s) or DRS Statement representing their
Monarch Shares, a duly completed Letter of Transmittal and such other documents or instruments required
to be delivered under the Plan of Arrangement, to the Depositary on or before the sixth anniversary of the
Effective Date, on the sixth anniversary of the Effective Date: (i) the Consideration which such Former
Monarch Shareholder was entitled to receive will be automatically cancelled without any repayment of capital
in respect thereof, or repaid to Yamana in the case of the Cash Consideration, and the Yamana Shares will be
delivered to Yamana and the SpinCo Shares will be delivered to SpinCo by the Depositary for cancellation and
will be cancelled by Yamana and SpinCo, respectively, and the interest of the Former Monarch Shareholder in
such Consideration will be terminated as of such date; and (ii) any dividends or distributions which such
Former Monarch Shareholders were entitled to receive under the Plan of Arrangement will be delivered by the
Depositary to Yamana and such dividends or distributions shall be deemed to be owned by Yamana, and the
interest of the Former Monarch Shareholder in such dividends or distributions shall be terminated as of such
date.
None of Monarch, Yamana or SpinCo, or any of their respective successors, will be liable to any person in respect of
any Consideration (including any consideration previously held by the Depositary in trust for any such former holder)
which is forfeited to Yamana or SpinCo or delivered to any public official pursuant to any applicable abandoned
property, escheat or similar law. Accordingly, Former Monarch Shareholders who deposit with the Depositary
certificates or a DRS Statement representing Monarch Shares after the sixth anniversary of the Effective Date will not
receive any Consideration in exchange therefor and will not own any interest in Monarch, Yamana, or SpinCo, and
will not be paid any compensation.
Timing for Completion of the Arrangement
Subject to the provisions of the Arrangement Agreement, the Arrangement will become effective at 12:01 a.m.
(Eastern time) on the Effective Date, being the date upon which all of the conditions to completion of the Arrangement
as set out in the Arrangement Agreement have been satisfied or waived in accordance with the Arrangement
Agreement, all documents agreed to be delivered thereunder have been delivered to the satisfaction of the recipient,
acting reasonably, and the Certificate of Arrangement having been issued by the Director.
The Effective Date will occur following the satisfaction or waiver of all conditions to completion of the Arrangement
as set out in the Arrangement Agreement (excluding any conditions that, by their terms, cannot be satisfied until the
Effective Date). If the Meeting is held as scheduled and is not adjourned and/or postponed and the Monarch
Securityholder Approval is obtained, it is expected that Monarch will apply for the Final Order approving the
Arrangement on January 20, 2021. If the Final Order is obtained in a form and substance satisfactory to Monarch and
Yamana, and the applicable conditions to completion of the Arrangement are satisfied or waived (excluding any
conditions that, by their terms, cannot be satisfied until the Effective Date), Monarch expects the Effective Date to
occur as soon as practicable following receipt of the Final Order; however, it is possible that completion may be
delayed if the conditions to implementation of the Arrangement cannot be met on a timely basis. Subject to certain
limitations, each Party may terminate the Arrangement Agreement if the Arrangement is not consummated by the
Outside Date, which date can be unilaterally extended by a Party for up to an additional 90 days (in five to 15-day
increments) in certain circumstances, or extended by mutual agreement of the Parties.
Although the Parties’ objective is to have the Effective Date occur as soon as reasonably practicable after the Meeting,
the Effective Date could be delayed for several reasons, including, but not limited to, any delay in obtaining any
required Regulatory Approvals. Monarch or Yamana may determine not to complete the Arrangement, in accordance
with the Arrangement Agreement, without prior notice to, or action on the part of, Monarch Securityholders.
Interests of Certain Persons in the Arrangement
In considering the recommendation of the Monarch Board with respect to the Arrangement, Monarch Securityholders
should be aware that certain directors and officers of Monarch have certain interests in connection with the
Arrangement that are, or may be, different from, or in addition to, the interests of the Monarch Securityholders.
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These interests include those described below. The Monarch Board was aware of these interests and considered them,
among other matters, when evaluating and negotiating the Arrangement Agreement and recommending approval of
the Arrangement by the Monarch Securityholders, as applicable.
Additionally, Mr. Yohann Bouchard declared his interest in the Arrangement as an officer of Yamana to the Monarch
Board at the start of discussions relating to a possible transaction between the Parties. Mr. Yohann Bouchard did not
participate in any meetings of the Monarch Board in connection with the Arrangement and abstained from voting on
any resolutions of the Monarch Board in connection with the Arrangement.
All benefits received, or to be received, by the directors and senior management of Monarch as a result of the
Arrangement are, and will be, solely in connection with their services as directors and senior management of Monarch.
No benefit has been, or will be, conferred for the purpose of increasing the value of consideration payable to any such
Person for the Monarch Shares held by such Person and no benefit is, or will be, conditional on any Person supporting
the Arrangement.
The table below sets forth the number and percentage of Monarch Shares and Monarch Options that the directors and
officers of Monarch and any of their respective affiliates and associates beneficially own or exercise control or
direction over, directly or indirectly, as of the date hereof.

Name and Position

Monarch Shares (1)(2)

Percentage of
Monarch Shares (3)

Monarch Options (2)

Percentage of
Monarch Options (4)

Jean-Marc Lacoste(5)
President and Chief
Executive Officer

4,210,000

1.31%

2,100,000

17.25%

31,000

0.01%

900,000

7.39%

Mathieu Séguin(5)
Vice President,
Corporate
Development

2,700,000

0.84%

650,000

5.34%

Alain Lévesque(5)
Chief Financial
Officer

180,000

0.06%

975,000

8.01%

Lucie Desjardins
Corporate Secretary
and Director of Legal
Services

20,000

0.01%

205,000

1.68%

Michel Bouchard
Chairman of the Board
of Directors

702,060

0.22%

1,575,000

12.94%

Yohann Bouchard
Director

210,000

0.07%

250,000

2.05%

Laurie Gaborit
Director

124,400

0.04%

500,000

4.11%

Christian Pichette
Director

650,000

0.20%

1,075,000

8.83%

Guylaine Daigle
Director

Nil

nil%

250,000

2.05%

Marc-André
Lavergne(5)
Vice President,
Operations and
Community
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Notes:
(1)
(2)
(3)
(4)
(5)

The number of Monarch Shares beneficially owned by each Monarch Shareholder excludes the Monarch Options held by each
Monarch Shareholder, which have been separately listed in the column titled “Number of Monarch Options Beneficially Owned”.
The information as to the Monarch Shares and Monarch Options beneficially owned or over which control or direction is exercised,
not being within the knowledge of Monarch, has been furnished by the respective directors and officers.
The percentage of Monarch Shares figures are based on 321,200,833 Monarch Shares outstanding on the Record Date.
The percentage of Monarch Options figures are based on 12,175,000 Monarch Options outstanding on the Record Date.
Considered to be senior executive officer of Monarch.

In order to comply with MI 61-101, a simple majority of disinterested Monarch Shareholders, present virtually or
represented by proxy and entitled to vote at the Meeting, must cast votes in favour of the Arrangement Resolution. To
the best knowledge of the Monarch Board, it is estimated that 6,910,000 Monarch Shares held by Jean-Marc Lacoste
and Mathieu Séguin will be excluded from the simple majority vote required under MI 61-101. See “Regulatory
Matters and Approvals – Canadian Securities Law Matters – MI 61-101” below.
Directors
The Monarch directors (other than directors who are also executive officers) own or control, in the aggregate,
1,686,460 Monarch Shares, representing approximately 0.53% of the Monarch Shares outstanding on the Record Date.
The Monarch directors (other than directors who are also executive officers) own or control, in the aggregate,
3,650,000 Monarch Options, representing approximately 29.98% of the Monarch Options outstanding on the Record
Date. All of the Monarch Shares and the Monarch Options, held by the Monarch directors will be treated in the same
fashion under the Plan of Arrangement as Monarch Shares and the Monarch Options held by every other Monarch
Shareholder and Monarch Optionholder, respectively.
Consistent with standard practice in similar transactions, in order to ensure that the Monarch directors do not lose or
forfeit their protection under liability insurance policies maintained by Monarch, the Arrangement Agreement
provides for the maintenance of such protection for six years. See “Transaction Agreements – Arrangement
Agreement – Insurance and Indemnification” below.
Senior Executive Officers
The current responsibility for the general management of Monarch is held and discharged by a group of four senior
executive officers, including Jean-Marc Lacoste, the President and Chief Executive Officer of Monarch, Marc- André
Lavergne, the Vice President, Operations and Community Relations of Monarch, Alain Lévesque, the Vice President,
Finance and Chief Financial Officer of Monarch and Mathieu Séguin, the Vice President, Corporate Development of
Monarch. The senior executive officers of Monarch, in the aggregate, own or control 7,121,000 Monarch Shares
representing approximately 2.22% of the Monarch Shares outstanding on the Record Date. The senior executive
officers of Monarch, in the aggregate, own or control 4,625,000 Monarch Options, representing approximately 37.99%
of the Monarch Options outstanding on the Record Date. All of the Monarch Shares and the Monarch Options held
by the senior executive officers of Monarch will be treated in the same fashion under the Plan of Arrangement as
Monarch Shares and the Monarch Options held by every other Monarch Shareholder and Monarch Optionholder,
respectively.
Each of the senior executive officers of Monarch named below is party to a written employment agreement that
provides for certain payments upon a “change of control” (as defined in the respective employment agreements) of
Monarch. Pursuant to the Arrangement Agreement, a “change of control” will be deemed to have occurred
immediately prior to the completion of the Arrangement.
In the event that Jean-Marc Lacoste’s employment is terminated upon a “change of control”, Mr. Lacoste will be
entitled to receive (i) a severance payment equal to 24 months of his basic annual salary on the termination date; (ii)
the greater of the following: (a) the bonus paid to him during the two financial years immediately preceding the date
his employment terminated, or (b) the average of the annual bonuses paid to him in the three financial years
immediately preceding the date his employment is terminated multiplied by two; (iii) for a period of one year following
the termination date or until the first day of any new employment, whichever is earlier, entitlement to all benefits
provided for in his employment agreement; (iv) payment of fees of an outplacement counsellor and reimbursement of
all reasonable expenses incurred in connection with his job search, up to a total amount equal to 5% of his annual
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basic salary; and (v) payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lacoste, up to an amount
equal to 5% of his annual base salary.
In the event that Alain Lévesque’s employment is terminated upon a “change of control” he is entitled to receive (i) a
severance allowance equal to 12 months of his basic annual salary on the termination date; (ii) the greater of the
following: (a) the bonus paid to him during the two financial years immediately preceding the date his employment is
terminated, or (b) the average of the annual bonuses paid to him in the two financial years immediately preceding the
date his employment is terminated multiplied by two; (iii) for a period of one year following the termination date or
until the first day of any new employment, whichever is earlier, entitlement to all benefits provided for in his
employment agreement; (iv) payment of fees of an outplacement counsellor and reimbursement of reasonable
expenses incurred in connection with Mr. Lévesque’s job search, up to a total amount equal to 5% of his annual basic
salary; and (v) payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lévesque, up to an amount equal
to 5% of his annual base salary.
In the event that Marc-André Lavergne’s employment is terminated upon a “change of control” he is entitled to receive
(i) a severance allowance equal to 12 months of his basic annual salary on the termination date; and (ii) the bonus paid
to him during the financial year immediately preceding the date his employment is terminated.
In the event that Mathieu Séguin’s employment is terminated upon a “change of control” he is entitled to receive (i) a
severance allowance equal to 12 months of his basic annual salary on the termination date; and (ii) the bonus paid to
him during the financial year immediately preceding the date his employment is terminated.
Based on the foregoing entitlements, each of the individuals named above will receive the following lump sum
severance payments upon completion of the Arrangement: Jean-Marc Lacoste ($1,013,500); Marc-André Lavergne
($265,050); Alain Lévesque ($295,500); and Mathieu Séguin ($225,000).
Any and all Monarch Options held by the senior executive officers of Monarch will vest immediately upon a change
of control (as defined in the Monarch Option Plan), which is the same treatment as all other Monarch Options under
the Plan of Arrangement.
Fees and Expenses
The aggregate expenses of Monarch incurred or to be incurred in connection with the Arrangement, including, without
limitation, contractual severance obligations, legal, accounting, audit, financial advisory, printing, director and officer
run-off insurance and other administrative and professional fees, the preparation and printing of this Circular, fees
owed to the Depositary in connection with the solicitation of proxies for the Meeting and other out-of-pocket costs
associated with the Meeting are estimated to be approximately $3,500,000 in the aggregate.
All expenses incurred in connection with the Arrangement and the transactions contemplated thereby shall be paid by
the Party incurring such expense.
REGULATORY MATTERS AND APPROVALS
Securityholder Approval
At the Meeting, Monarch Securityholders will be asked to consider, and if deemed appropriate, approve the
Arrangement Resolution. In order for the Arrangement to become effective, as provided in the Interim Order and by
the CBCA, the Arrangement Resolution must be approved, with or without variation, by the affirmative vote of (i) at
least 66⅔% of the votes cast by the Monarch Securityholders present virtually or represented by proxy and entitled to
vote at the Meeting, voting together as a single class, and (ii) a simple majority of the votes cast by Monarch
Shareholders present virtually or represented by proxy and entitled to vote at the Meeting, excluding Monarch Shares
held by any “interested party”, any “related party” of an “interested party” or any “joint actor” of the foregoing (as
such terms are defined under MI 61-101), which also satisfies the TSX requirement that the Arrangement be approved
by the Monarch Shareholders without taking into account the votes of Monarch Optionholders.
Should the Monarch Securityholders fail to approve the Arrangement Resolution by the requisite majority, the
Arrangement will not be completed. Notwithstanding the foregoing, the Arrangement Resolution authorizes the
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Monarch Board, without further notice to or approval of the Monarch Securityholders, to revoke the Arrangement
Resolution at any time prior to the Effective Time if they decide not to proceed with the Arrangement.
Court Approvals
The Arrangement requires approval by the Court under Section 192 of the CBCA. Prior to the mailing of this Circular,
on November 30, 2020, Monarch obtained the Interim Order providing for the calling and holding of the Meeting and
other procedural matters. The full text of the Interim Order is set out in Appendix D to this Circular.
Under the terms of the Arrangement Agreement, if the Arrangement Resolution is approved by Monarch
Securityholders at the Meeting in the manner required by the Interim Order, Monarch is required to seek the Final
Order as soon as reasonably practicable, but in any event not later than two Business Days following the Meeting.
The application for the Final Order approving the Arrangement is currently scheduled for January 20, 2021 at 9:00
a.m. (Eastern time), or as soon thereafter as counsel may be heard, at the Superior Court, Commercial Division, in
room 3.39 of the Québec Courthouse, 300 Jean-Lesage boulevard, Québec, Québec G1K 8K6 or at any other date and
time as the Court may direct. Any Monarch Securityholder or any other interested party who wishes to appear or be
represented and to present evidence or arguments at that hearing of the application for the Final Order must file and
serve a notice of appearance no later than 5:00 p.m. (Eastern time) on January 13, 2021 along with any other documents
required, all as set out in the Interim Order and the Notice of Application, the text of which are set out in Appendix D
to this Circular, and satisfy any other requirements of the Court. Such persons should consult with their legal advisors
as to the necessary requirements. In the event that the hearing is adjourned then, subject to further order of the Court,
only those persons having previously filed and served a notice of appearance will be given notice of the adjournment.
Monarch has been advised by its counsel, Stein Monast LLP, that the Court has broad discretion under the CBCA
when making orders with respect to the Arrangement and that the Court will consider, among other things, the fairness
and reasonableness of the Arrangement, both from a substantive and a procedural point of view. The Court may
approve the Arrangement, either as proposed or as amended, on the terms presented or substantially on those terms.
Depending upon the nature of any required amendments, Monarch and/or Yamana may determine not to proceed with
the Arrangement.
The Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued under the
Arrangement have not been and will not be registered under the U.S. Securities Act or the securities laws of any state
of the United States and will be issued in reliance upon the Section 3(a)(10) Exemption. The Court will be advised at
the hearing of the application for the Final Order that if the terms and conditions of the Arrangement, and the fairness
thereof, are approved by the Court, pursuant to the Section 3(a)(10) Exemption, the Monarch Option Shares,
Consideration Shares and SpinCo Consideration Shares to be issued under the Arrangement will not require
registration under the U.S. Securities Act. See “The Arrangement — U.S. Securities Law Matters” below.
For further information regarding the Court hearing and your rights in connection with the Court hearing, see the form
of Notice of Application attached as Appendix D to this Circular. The Notice of Application constitutes notice of the
Court hearing of the application for the Final Order and is your only notice of the Court hearing.
Regulatory Approvals
Pursuant to the Arrangement Agreement, it is a mutual condition precedent to completion of the Arrangement that all
of the Regulatory Approvals will have been obtained. Within the time prescribed after the date of the Arrangement
Agreement, each Party, or where appropriate, Yamana or both Parties jointly, will make all required notifications,
filings, applications and submissions required to obtain the Regulatory Approvals and will use their respective
reasonable best efforts to take or cause to be taken all actions necessary or advisable on their respective parts to
discharge their respective obligations under the Arrangement Agreement or otherwise advisable under Laws in
connection with the Arrangement and the Arrangement Agreement.
Other than the Monarch Securityholder Approval, the Final Order and the necessary conditional approvals (or
equivalent) as the case may be, of the TSX, NYSE and LSE having been obtained, Monarch is not aware of any
material approval, consent or other action by any federal, provincial, state or foreign government or any administrative
or regulatory agency that would be required to be obtained in order to complete the Arrangement, as applicable. In the
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event that any such approvals or consents are determined to be required, such approvals or consents will be sought.
Any such additional requirements could delay the Effective Date or prevent the completion of the Arrangement. While
there can be no assurance that any regulatory consents or approvals that are determined to be required will be obtained,
Monarch currently anticipates that any such consents and approvals that are determined to be required will have been
obtained or otherwise resolved by the Effective Date, as applicable.
Stock Exchange Listing Approval and Delisting Matters
The Monarch Shares currently trade on the TSX under the symbol “MQR”, the OTCQX under the symbol “MRQRF”
and the Frankfurt Stock Exchange under the symbol “MR7.F”. It is a condition to the completion of the Arrangement,
in favour of Yamana, that the SpinCo Shares will have been conditionally approved for listing on the TSX, or such
other recognized stock exchange mutually agreed to with Yamana on or before the Effective Date. See “Risk Factors –
Risk Factors Relating to SpinCo Following Completion of the Arrangement”. Following the Effective Date, the
Monarch Shares will be delisted from the TSX (anticipated to be effective one to two Business Days following the
Effective Date) and Yamana expects to apply to the applicable Canadian securities regulators to have Monarch cease
to be a reporting issuer.
The Yamana Shares currently trade on the TSX under the symbol “YRI”, the NYSE under the symbol “AUY” and
the LSE under the symbol “AUY”. It is a condition to the completion of the Arrangement, in favour of Monarch, that
the TSX will have conditionally approved the listing of the Consideration Shares issuable pursuant to the Arrangement
on the TSX, and that the NYSE, subject to official notice of issuance, will have approved the listing of the
Consideration Shares on the NYSE. It is a condition to the completion of the Arrangement that Yamana will have
applied to the FCA and the LSE for the UK Admission.
Yamana has applied to the TSX for listing of the Consideration Shares. Listing is subject to the approval of the TSX
in accordance with its applicable listing requirements. Yamana anticipates receiving all required authorizations from
the TSX and NYSE prior to the closing of the Arrangement. All applicable filings with the FCA and LSE will be
completed with the FCA and LSE prior to the Effective Date.
Canadian Securities Law Matters
Status Under Canadian Securities Laws
Monarch is a reporting issuer in British Columbia, Alberta, Ontario and Québec. The Monarch Shares currently trade
on the TSX, the OTCQX and the Frankfurt Stock Exchange. Following the Effective Date, the Monarch Shares will
be delisted from the TSX (anticipated to be effective one to two Business Days following the Effective Date) and
Yamana expects to apply to the applicable Canadian securities regulators to have Monarch cease to be a reporting
issuer.
Upon completion of the Arrangement, SpinCo expects that it will be a reporting issuer in British Columbia, Alberta,
Ontario and Québec. SpinCo has applied to have the SpinCo Shares listed on the TSX. Listing is subject to the approval
of the TSX in accordance with its original listing requirements. The TSX has not conditionally approved SpinCo's
listing application and there is no assurance that the TSX will approve the listing of the SpinCo Shares. There can be
no assurance as to if, or when, the SpinCo Shares will be listed or traded. As the SpinCo Shares are not listed on a
stock exchange, unless and until such a listing is obtained, holders of SpinCo Shares may not have a market for their
SpinCo Shares. See “Risk Factors – Risk Factors Relating to SpinCo Following Completion of the Arrangement”.
Yamana is a reporting issuer in all of the provinces and territories of Canada. The Yamana Shares currently trade on
the TSX, the NYSE and the LSE and following the Effective Date, the Yamana Shares will remain listed on the TSX,
the NYSE and the LSE.
Distribution and Resale of Consideration Shares and SpinCo Shares Under Canadian Securities Laws
The distribution of the Consideration Shares and SpinCo Consideration Shares pursuant to the Arrangement will
constitute a distribution of securities which is exempt from the prospectus requirements of Canadian securities
legislation and is exempt from or otherwise is not subject to the registration requirements under applicable securities
legislation. The Consideration Shares and SpinCo Consideration Shares received pursuant to the Arrangement will
not be legended and may be resold through registered dealers in each of the provinces of Canada provided that (i) the
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trade is not a “control distribution” as defined in National Instrument 45-102 – Resale of Securities, (ii) no unusual
effort is made to prepare the market or to create a demand for the Consideration Shares or the SpinCo Consideration
Shares, (iii) no extraordinary commission or consideration is paid to a person in respect of such sale, and (iv) if the
selling security holder is an insider or officer of Yamana or SpinCo, the selling security holder has no reasonable
grounds to believe that Yamana or SpinCo, as the case may be, is in default of applicable Securities Laws.
Each Monarch Securityholder is urged to consult his or her professional advisors to determine the Canadian
conditions and restrictions applicable to trades in Consideration Shares or SpinCo Consideration Shares.
MI 61-101
MI 61-101 regulates certain transactions to ensure equality of treatment among securityholders, generally requiring
enhanced disclosure, approval by a majority of securityholders excluding “interested parties” or “related parties”,
independent valuations and, in certain instances, approval and oversight of the transaction by a special committee of
independent directors. The protections of MI 61-101 generally apply to “business combinations” (as defined in MI
61-101) that terminate the interests of securityholders without their consent. MI 61-101 provides that, in certain
circumstances, where a “related party” of an issuer (as defined in MI 61-101 and including directors, executive officers
and shareholders holding over 10% of issued and outstanding shares of the issuer) is entitled to receive a “collateral
benefit” (as defined in MI 61-101) in connection with an arrangement (such as the Arrangement), such transaction
may be considered a “business combination” for the purposes of MI 61-101 and subject to valuation and minority
approval requirements and such related party will be an “interested party” (as defined in MI 61-101).
A “collateral benefit” (as defined in MI 61-101) includes any benefit that a “related party” of Monarch is entitled to
receive as a consequence of the Arrangement, including without limitation, an increase in salary, a lump sum payment,
a payment for surrendering securities or other enhancement in benefits related to services as an employee, director or
consultant of Monarch. MI 61-101 excludes from the meaning of collateral benefit a payment per security that is
identical in amount and form to the entitlement of the general body of holders in Canada of securities of the same
class, as well as certain benefits to a related party received solely in connection with the related party’s services as an
employee or director of an issuer, of an affiliated entity of such issuer or of a successor to the business of such issuer
where (a) the benefit is not conferred for the purpose, in whole or in part, of increasing the value of the consideration
paid to the related party for securities relinquished under the transaction; (b) the conferring of the benefit is not, by its
terms, conditional on the related party supporting the transaction in any manner; (c) full particulars of the benefit are
disclosed in the disclosure document for the transaction; and (d) either (i) at the time of the transaction the related
party and his or her associated entities beneficially own, or exercise control or direction over, less than 1% of the
outstanding securities of each class of equity securities of the issuer, or (ii) the related party discloses to an independent
committee of the issuer the amount of consideration that he or she expects to be beneficially entitled to receive, under
the terms of the transaction, in exchange for the equity securities he or she beneficially owns and the independent
committee acting in good faith determines that the value of the benefit, net of any offsetting costs to the related party,
is less than 5% of the value of the consideration the related party will receive pursuant to the terms of the transaction
for the equity securities it beneficially owns, and the independent committee’s determination is disclosed in the
disclosure document for the transaction.
The directors and officers of Monarch may have interests in the Arrangement that are, or may be, different from, or
in addition to, the interests of other Monarch Securityholders. These interests include those described below and
elsewhere in this Circular. The Monarch Board is aware of these interests and considered them, among other matters,
when recommending approval of the Arrangement Resolution by Monarch Securityholders.
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Change of Control Payments
Pursuant to the terms of their respective employment contracts with Monarch, the following officers of Monarch are
entitled to the change of control payments set out below upon completion of the Arrangement:
1.

Jean-Marc Lacoste, President and Chief Executive Officer and director of Monarch, is entitled to receive a
lump sum payment equal to approximately $1,013,500; and

2.

Mathieu Séguin, Vice President, Corporate Development, is entitled to receive a lump sum payment equal to
approximately $225,000.
(together, the “Change of Control Payments”)

Since Messrs. Lacoste and Séguin each individually hold more than 1% of the outstanding Monarch Shares (on a
partially diluted basis), the Change of Control Payments they may receive as a consequence of the Arrangement
constitute a “collateral benefit” for the purposes of MI 61-101.
Pursuant to the individual employment agreements or equivalent agreements Monarch has entered into with certain
other executive officers, the completion of the Arrangement will also result in the payment by Monarch of change of
control payments or termination payments to such other executive officers. See “The Arrangement – Interests of
Certain Persons in the Arrangement – Executive Officers”. However, since none of such executive officers of Monarch
individually hold more than 1% of the outstanding Monarch Shares, such change of control payments or termination
payments each such executive officer may be entitled to receive as a consequence of the Arrangement will not
constitute a “collateral benefit” for the purposes of MI 61-101 and therefore their Monarch Shares will not need to be
excluded from the minority approval of the Arrangement Resolution.
Minority Approval Requirements
As a result of the foregoing analysis, the minority approval requirements of MI 61-101 will apply in connection with
the Arrangement and in addition to obtaining approval of the Arrangement Resolution by at least 66⅔% of the votes
cast by Monarch Securityholders present virtually or represented by proxy and entitled to vote at the Meeting, voting
together as a single class, approval will also be sought from a simple majority of the votes cast by the Monarch
Shareholders present virtually or represented by proxy and entitled to vote at the Meeting, excluding the votes of the
“interested parties” whose votes may not be included in determining minority approval of a “business combination”
under MI 61-101.
The table below sets forth the votes of interested parties (or related parties of interested parties) excluded for purposes
of determining minority approval in accordance with MI 61-101:
Name

Number of Monarch Shares to be Excluded

Jean-Marc Lacoste

4,210,000 Monarch Shares

Mathieu Séguin

2,700,000 Monarch Shares

Valuation Requirements
Monarch is not required to obtain a formal valuation under MI 61-101 as no related party of Monarch is, as a
consequence of the Arrangement, directly or indirectly acquiring Monarch or its business and neither the Arrangement
nor the transactions contemplated thereunder is a “related party transaction” (as defined in MI 61-101) for which
Monarch would be required to obtain a formal valuation.
MI 61-101 also requires Monarch to disclose any “prior valuations” (as defined in MI 61-101) of Monarch or its
material assets or securities made within the 24-month period preceding the date of this Monarch Circular. After
reasonable inquiry, neither Monarch nor any director or officer of Monarch has knowledge of any such prior valuation.
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Disclosure is also required for any bona fide prior offer for the Monarch Shares during the 24 months before entry
into the Arrangement Agreement. There has not been any such offer during such 24-month period.
U.S. Securities Law Matters
The following discussion is a general overview of certain requirements of U.S. federal securities laws that may be
applicable to Monarch Securityholders. The discussion is based in part on non-binding interpretations and no-action
letters provided by the staff of the SEC, which do not have the force of law. All Monarch Securityholders are urged
to consult with their own legal counsel to ensure that any subsequent resale of securities issued or distributed
to them under the Arrangement complies with applicable securities legislation. See also “Note to United States
Shareholders”.
The following discussion does not address the Canadian Securities Laws that will apply to the issue or resale of
securities by Monarch Securityholders within Canada. Monarch Securityholders reselling their securities in Canada
must comply with Canadian Securities Laws, as outlined elsewhere in this Circular.
The Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued pursuant to the
Arrangement will not be registered under the U.S. Securities Act and will be issued in reliance upon the Section
3(a)(10) Exemption. The Section 3(a)(10) Exemption exempts from the registration requirements of U.S. Securities
Act securities issued in exchange for one or more bona fide outstanding securities, or partly in such exchange and
partly for cash, where the terms and conditions of the issuance and exchange are approved by a court of competent
jurisdiction that is expressly authorized by Law to grant such approval, after a hearing upon the fairness of such terms
and conditions of such issuance and exchange at which all persons to whom the securities will be issued in such
exchange have the right to appear and receive timely notice thereof. The Court issued the Interim Order on
November 30, 2020 and, subject to the approval of the Arrangement by the Monarch Securityholders, a hearing for a
Final Order approving the Arrangement will be held at 9:00 a.m. (Eastern time) on January 20, 2021 (or as soon
thereafter as legal counsel can be heard) at the Superior Court, Commercial Division, in room 3.39 of the Québec
Courthouse, 300 Jean-Lesage boulevard, Québec, Québec G1K 8K6. All Monarch Securityholders are entitled to
appear and be heard at this hearing. Accordingly, the Final Order, if granted by the Court after the Court considers the
substantive and procedural fairness of the Arrangement to the Monarch Securityholders, will constitute a basis for the
exemption from the registration requirements of the U.S. Securities Act pursuant to the Section 3(a)(10) Exemption
with respect to the Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued in
connection with the Arrangement. Prior to the hearing on the Final Order, the Court will be informed of this effect of
the Final Order.
The Consideration Shares and SpinCo Consideration Shares to be held by Monarch Securityholders following
completion of the Arrangement will not be subject to resale restrictions under U.S. federal securities laws, except by
persons who are affiliates of Yamana (with respect to the Consideration Shares) or affiliates of SpinCo (with respect
to the SpinCo Consideration Shares) at the time of their proposed transfer or within 90 days prior to their proposed
transfer. An “affiliate” of an issuer is a person that directly or indirectly through one or more intermediaries, controls,
is controlled by, or is under common control with, the issuer. “Control” means the possession, direct or indirect, of
the power to direct or cause direction of the management and policies of an issuer, whether through the ownership of
voting securities, by contract or otherwise. Typically, persons who are executive officers, directors or 10% or greater
shareholders of an issuer are considered to be its “affiliates”.
Monarch Securityholders who are affiliates of Yamana or SpinCo, as applicable, at the time of, or within 90 days
before, their resale of Consideration Shares or SpinCo Consideration Shares will be subject to restrictions on resale
imposed by the U.S. Securities Act with respect to the Consideration Shares and SpinCo Consideration Shares, as
applicable. These Monarch Securityholders may not resell their Consideration Shares or SpinCo Consideration Shares,
as applicable, unless such securities are registered under the U.S. Securities Act or an exemption from registration is
available, such as pursuant to Regulation S or Rule 144, if available, as follows:
x

Resale Pursuant to Regulation S. In general, under Regulation S, persons who are affiliates of Yamana or
SpinCo, as applicable, at the time of their resale of Consideration Shares or SpinCo Consideration Shares
solely by virtue of their status as an officer or director of Yamana or SpinCo, as applicable, may sell
Consideration Shares or SpinCo Consideration Shares, as applicable, outside of the United States in an
“offshore transaction” (which would include a sale through the TSX, TSXV or CSE, if applicable) if neither
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the seller nor any person acting on its behalf engages in “directed selling efforts” in the United States and no
selling commission, fee or other remuneration is paid in connection with such sale other than a usual and
customary broker’s commission. For purposes of Regulation S, “directed selling efforts” means “any activity
undertaken for the purpose of, or that could reasonably be expected to have the effect of, conditioning the
market in the United States for any of the securities being offered” in the sale transaction. Certain additional
restrictions are applicable to a holder of Consideration Shares or SpinCo Consideration Shares who is an
affiliate of Yamana or SpinCo, as applicable, at the time of their resale of Consideration Shares or SpinCo
Consideration Shares, as applicable, other than by virtue of his or her status as an officer or director of
Yamana or SpinCo, as applicable.
x

Resale Pursuant to Rule 144. In general, under Rule 144 under the U.S. Securities Act, if available, persons
who are affiliates of Yamana or SpinCo, as applicable, at the time of, or within 90 days before, their resale
of Consideration Shares or SpinCo Consideration Shares, as applicable, will be entitled to sell Consideration
Shares or SpinCo Consideration Shares in the United States, provided that during any three-month period,
the number of such Consideration Shares or SpinCo Consideration Shares, as applicable, sold does not exceed
the greater of one percent of the then outstanding securities of such class or, if such securities are listed on a
United States securities exchange, the average weekly trading volume of such securities during the four-week
period preceding the date of sale, subject to specified restrictions on the manner of sale, notice requirements,
aggregation rules and the availability of current public information about Yamana or SpinCo, as applicable.
TRANSACTION AGREEMENTS

Arrangement Agreement
The following summarizes the material provisions of the Arrangement Agreement. This summary may not contain all
of the information about the Arrangement Agreement that is important to Monarch Shareholders. The rights and
obligations of the Parties are governed by the express terms and conditions of the Arrangement Agreement and not by
this summary or any other information contained in this Circular. This summary is qualified in its entirety by reference
to the Arrangement Agreement, which is incorporated by reference herein and has been filed by Monarch under its
profile on SEDAR at www.sedar.com.
In reviewing the Arrangement Agreement and this summary, please remember that this summary has been included
to provide Monarch Securityholders with information regarding the terms of the Arrangement Agreement and is not
intended to provide any other factual information about Monarch, Yamana or any of their subsidiaries or affiliates.
The Arrangement Agreement contains representations and warranties and covenants by each of the Parties to the
Arrangement Agreement, which are summarized below. These representations and warranties have been made solely
for the benefit of the other Parties to the Arrangement Agreement and:
x

were not intended as statements of fact, but rather as a way of allocating the risk to one of the Parties if those
statements prove to be inaccurate;

x

have been qualified by certain confidential disclosures that were made to the other Party in connection with
the negotiation of the Arrangement Agreement, which disclosures are not reflected in the Arrangement
Agreement; and

x

may apply standards of materiality in a way that is different from what may be viewed as material by Monarch
Securityholders or other investors or are qualified by reference to a Material Adverse Effect or Yamana
Material Adverse Effect, as applicable, or in the case of Monarch, by the Monarch Disclosure Letter.

Moreover, information concerning the subject matter of the representations and warranties in the Arrangement
Agreement and described below may have changed since November 1, 2020 and subsequent developments or new
information qualifying a representation or warranty may have been included in this Circular. Accordingly, the
representations and warranties and other provisions of the Arrangement Agreement should not be read alone, but
instead should be read together with the information provided elsewhere in this Circular and in the documents
incorporated by reference into this Circular.
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Representations and Warranties
The representations and warranties of the Parties relate to, among other things, organization and qualification;
corporate power and authority relative to the Arrangement Agreement; required approvals; no violation of constating
documents or certain agreements; capitalization; reporting issuer status and Securities Law matters; financial
statements; undisclosed liabilities; absence of certain changes; compliance with Laws; litigation; insolvency; and
ownership of the other Party’s securities.
The Arrangement Agreement also contains certain representations and warranties made solely by Monarch with
respect to subsidiaries; other investments; shareholder and similar agreements; U.S. securities matters; auditors;
permits; operational matters; interest in properties; expropriation; cultural heritage; technical matters; work program
payments; Aboriginal matters; non-governmental organizations and community groups; Taxes; Contracts;
employment matters; health and safety; acceleration of benefits; pensions and employee benefits; employee matters;
employment withholdings; intellectual property; environmental mattes; insurance; books and records; non-arm’s
length transactions; financial advisors or brokers; opinions of financial advisors; approval of the Monarch Board; data
room information; arrangements with securityholders; restrictions on business activities; funds available; Competition
Act matters and full disclosure; and certain representations and warranties made solely by Yamana with respect to:
the Consideration Shares and certain Securities Law matters.
Covenants
Monarch and Yamana have agreed to certain covenants that will be in force between the date of the Arrangement
Agreement and the Effective Time. Set forth below is a brief summary of certain of those covenants.
Efforts to Obtain Required Monarch Securityholder Approval
The Arrangement Agreement requires Monarch to use commercially reasonable efforts to hold the Meeting as soon
as reasonably practicable after the Interim Order is issued and in no event later than December 30, 2020, unless
Yamana consents in writing to adjourn, postpone or cancel the Meeting.
In general, Monarch is not permitted to adjourn the Meeting except as required by Law and in certain situations with
the consent of Yamana. However, if the Meeting is scheduled to occur during a Superior Proposal Notice Period (as
further discussed under “Non-Solicitation Covenants” below), Monarch may, and upon the request of Yamana,
Monarch will, adjourn or postpone the Meeting to a date that is not more than six Business Days after the scheduled
date of the Meeting.
Conduct of Business
Monarch has undertaken until the Effective Time (or, if earlier, the date the Arrangement Agreement is terminated in
accordance with its terms), unless expressly required or permitted under certain provisions of the Arrangement
Agreement, as required by applicable Law or a Governmental Authority, unless Yamana consents in writing and
except as set out in the Monarch Disclosure Letter, to (a) conduct its and its subsidiaries’ businesses only in the
ordinary course of business, (b) use commercially reasonable efforts to maintain and preserve intact its and its
subsidiaries’ business organizations, assets, properties, rights, goodwill and business relationships and to keep
available the services of their respective officers, employees and consultants as a group and (c) fully cooperate and
consult through meetings with Yamana, as Yamana may reasonably request, to allow Yamana to monitor, and provide
input with respect to the direction and control of, any activities relating to the exploration and maintenance of the
Acquisition Properties. In addition, Monarch has agreed to notify Yamana of (i) any event, circumstance or
development that has had or would reasonably be expected to have, individually or in the aggregate, a Material
Adverse Effect, respectively; (ii) any breach of the Arrangement Agreement by it; (iii) any event occurring after the
date of the Arrangement Agreement that would render a representation or warranty inaccurate such that certain
conditions in Arrangement Agreement would not be satisfied, or (iv) any “material change” in relation to it or its
subsidiaries.
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Without limiting the generality of the foregoing, Monarch has undertaken not to, and to cause its subsidiaries not to,
directly or indirectly (nor to agree, announce, resolve, authorize or commit to do any of the matters below):
(a)

alter or amend its articles, by-laws or other constating documents;

(b)

declare, set aside or pay any dividend on or make any distribution or payment or return of capital in respect
of any equity securities of Monarch other than as set out in the Arrangement Agreement;

(c)

split, consolidate or reclassify any securities of Monarch or its subsidiaries;

(d)

other than as specified in the Arrangement Agreement, issue, sell, grant, award, pledge, dispose of or
otherwise encumber any of its equity or voting interests or any options, stock appreciation rights, warrants,
calls, conversion or exchange privileges or rights of any kind to acquire (whether on exchange, exercise,
conversion or otherwise) any of its equity or voting interests or other securities or any shares of its
subsidiaries;

(e)

redeem, purchase or otherwise acquire or subject to any Lien, any of its outstanding securities or securities
convertible into or exchangeable or exercisable for its securities;

(f)

amend the terms of any of its securities or any securities of its subsidiaries;

(g)

adopt a plan of liquidation or pass any resolution providing for its liquidation or dissolution;

(h)

reorganize, amalgamate or merge with any other person;

(i)

reduce its stated capital;

(j)

enter into any Contracts or other arrangements regarding the control or management of the operations, or the
appointment of governing bodies or enter into any joint ventures;

(k)

other than as specified in the Arrangement Agreement, make any material changes to any of its accounting
policies, principles, methods, practices or procedures;

(l)

enter into, modify or terminate any Contract with respect to any of (a) – (j) above;

(m)

sell, pledge, lease, license, dispose of, mortgage or encumber or otherwise transfer any of its assets or
properties;

(n)

acquire or agree to acquire, directly or indirectly, any corporation, partnership, association or other business
organization or division thereof or any property or asset, or make any investment, directly or indirectly, by
the purchase of securities, contribution of capital, property transfer, or purchase of any property or assets of
any other person;

(o)

incur any capital expenditures, enter into any agreement obligating it to provide for future capital
expenditures, or incur any indebtedness or issue any debt securities;

(p)

pay, discharge or satisfy any claim, liability or obligation prior to the same being due, other than the payment,
discharge or satisfaction, in the ordinary course of business, of liabilities reflected or reserved against in the
Monarch Annual Financial Statements, or voluntarily waive, release, assign, settle or compromise any
Proceeding;

(q)

engage in any new business, enterprise or other activity that is inconsistent with its existing business;

(r)

other than as specified in the Arrangement Agreement, expend or commit to expend any amounts with respect
to expenses for any Monarch Properties;
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(s)

authorize, or enter into or modify any Contract to do, any of (m) – (r) above;

(t)

terminate, fail to renew, cancel, waive, release, grant or transfer any rights that are material to Monarch;

(u)

other than as specified in the Arrangement Agreement, enter into any Contract that would be a material
Contract, or terminate, cancel, extend, renew or amend, modify or change any material Contract, or waive,
release, or assign any material rights or claims thereto or thereunder;

(v)

enter into any lease or sublease of real property, or modify, amend or exercise any right to renew any lease
or sublease of real property or acquire any interest in real property;

(w)

other than as specified in the Arrangement Agreement, (i) grant any salary increase, fee or pay any bonus,
award (equity or otherwise) or other material compensation to the directors, officers, employees or
consultants of Monarch and its subsidiaries; (ii) take any action with respect to the grant, acceleration or
increase of any severance, change of control, retirement, retention or termination pay or amend any existing
arrangement relating to the foregoing; (iii) enter into or modify any employment or consulting agreement
with any officer or director of Monarch or its subsidiaries; (iv) terminate the employment or consulting
arrangement of any senior management employees, except for cause; (v) increase any benefits payable under
its current severance or termination pay policies; (vi) increase the coverage, contributions, funding
requirements or benefits available under any Employee Plan or create any new plan which would be
considered to be an Employee Plan once created; (vii) make any material determination under any employee
plan that is not in the ordinary course of business; (viii) amend the Monarch Option Plan, or adopt or make
any contribution to or any award under any new performance share unit plan or other bonus, profit sharing,
option, pension, retirement, deferred compensation, insurance, incentive compensation, compensation or
other similar plan, agreement, trust, fund or arrangement for the benefit of directors or senior officers or
former directors or senior officers of Monarch or its subsidiaries; (ix) take any action to accelerate the time
of payment of any compensation or benefits, amend or waive any performance or vesting criteria or accelerate
vesting under, or otherwise amend, the Monarch Option Plan; or (x) establish, adopt, enter into, amend or
terminate any collective bargaining agreement;

(x)

make any loan to any officer, director, employee or consultant of Monarch or its subsidiaries;

(y)

make an application to amend, terminate, allow to expire or lapse or otherwise modify any of its material
Permits or take any action or fail to take any action which would result in the material loss, expiration or
surrender or loss of material benefit under any material Permit;

(z)

other than as specified in the Arrangement Agreement, settle or compromise any action, claim or other
Proceeding;

(aa)

enter into any Contract: (i) containing (A) limitations or restrictions on its or its subsidiaries’ ability to engage
in any type of activity or business, (B) limitations or restrictions on its subsidiaries’ manner and locality of
business conduct, or (C) limitations or restrictions on its or its subsidiaries’ solicitation of customers or
employees or (ii) that would reasonably be expected to significantly impede or materially delay the
completion of the Arrangement;

(bb)

(i) change in any material respect its tax accounting methods, principles or practices, (ii) settle, compromise
or agree to the entry of judgment with respect to any action, claim or other Proceeding relating to Taxes, (iii)
enter into any tax sharing, tax allocation or tax indemnification agreement, (iv) make a request for a tax ruling
to any Governmental Authority, or (v) agree to any extension or waiver of the limitation period relating to
any material Tax claim or assessment or reassessment; or

(cc)

except as would not reasonably be expected to have, individually or in the aggregate, a Material Adverse
Effect, take any action which would render, or which reasonably may be expected to render, any
representation or warranty made by Monarch in the Arrangement Agreement untrue or inaccurate in any
material respect at any time prior to the Effective Date if then made.
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In addition, Monarch is required to use its commercially reasonable efforts to: (i) retain its and its subsidiaries’ existing
employees and consultants and promptly provide notice to Yamana of the resignation or termination of any of its key
employees or consultants; (ii) timely file all Tax returns required and withhold, collect, remit and pay all Taxes which
are to be withheld, collected, remitted or paid by it to the extent due and payable except for any Taxes being contested
in good faith; and (iii) to cause the current insurance policies maintained by it and its subsidiaries not to be cancelled,
terminated, amended or modified and to prevent any of the coverage thereunder from lapsing, provided, however, that
except as specified in the Arrangement Agreement, Monarch will not obtain or renew any insurance policy for a term
exceeding 12 months.
Mutual Covenants
Each of Monarch and Yamana has covenanted and agreed that, until the earlier of the Effective Time and the time that
the Arrangement Agreement is terminated in accordance with its terms, it will:
(a)

use commercially reasonable efforts to complete the Arrangement, including by (i) obtaining all Regulatory
Approvals; (ii) effecting or causing to be effected all necessary registrations, filings and submission of
information required by Governmental Authorities; (iii) opposing, lifting or rescinding any injunction or
restraining order against it or other order, decrees, ruling or action against it seeking to stop, or otherwise
adversely affecting its ability to make and complete, the Arrangement; and (iv) cooperating with the other
Party in connection with the performance of its obligation under the Arrangement Agreement;

(b)

use commercially reasonable efforts not to take any action, or refrain from taking any commercially
reasonable action, which is inconsistent with the Arrangement Agreement or which would reasonably be
expected to prevent or significantly impede or materially delay the completion of the Arrangement;

(c)

promptly notify the other Party of: (i) any material communications from any person alleging the consent of
such person (or another person) is or may be required in connection with the Arrangement; (ii) any material
communications from any Governmental Authority in connection with the Arrangement; and (iii) any
litigation threatened or commenced against or otherwise affect such Party or any of its subsidiaries that is
related to the Arrangement; and

(d)

use commercially reasonable efforts to execute and do all acts, further deeds, things and assurances as may
be required in the reasonable opinion of the other Parties’ legal counsel to permit the completion of the
Arrangement.

Regulatory Approvals
Each of Monarch and Yamana has agreed to use commercially reasonable efforts to obtain all required Regulatory
Approvals and to cooperate with the other Party in connection with all Regulatory Approvals sought by the other
Party.
Each of Monarch and Yamana has agreed to use commercially reasonable efforts to respond promptly to any request
or notice from any Governmental Authority, to permit the other Party an opportunity to review in advance any
proposed applications, notices, filings, submissions, undertakings, correspondence and communications (including
responses to requests for information and inquiries from any Governmental Authority) in respect of obtaining or
concluding all required Regulatory Approvals and to keep the other Party reasonably informed on a timely basis of
the status of discussions relating to obtaining or concluding the required Regulatory Approvals.
Employment Matters
Monarch has agreed that, prior to the Effective Time, it will cause and cause its subsidiaries to cause all directors,
officers, employees and consultants of Monarch and its subsidiaries, other than those individuals specifically identified
by Yamana as being retained by Yamana, to provide resignations and releases of all claims against Monarch or to
terminate such officers effective as at the Effective Time
Yamana has covenanted to Monarch that it will cause Monarch, its subsidiaries and any successor to Monarch to
honour and comply with the terms of all of the severance payment obligations of Monarch or its subsidiaries under
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applicable Law and the existing employment, consulting, change of control and severance agreements that are fully
and completely disclosed in the Compensation Schedule, in exchange for the execution of full and final releases of
Monarch and its subsidiaries from all liability and obligations including in respect of the change of control entitlements
in favour of Monarch. The Parties have agreed that the total amount agreed to in the Compensation Schedule will be
deposited with and held in trust by Monarch’s legal counsel at the Effective Time.
Insurance and Indemnification
Yamana has agreed that, prior to the Effective Time, Monarch may purchase prepaid non-cancellable run-off directors’
and officers’ liability insurance, at a cost not exceeding 200% of Monarch’s annual aggregate premium for directors’
and officers’ liability policies currently maintained by Monarch, providing coverage for a period of six years from the
Effective Time with respect to claims arising from or related to facts or events which occur on or prior to the Effective
Date.
The Parties have also agreed that all rights to indemnification existing in favour of the present and former directors
and officers of Monarch as provided in the CBCA will survive and will continue in full force and effect and without
modification, and Monarch and any successor to Monarch will continue to honour such rights of indemnification and
indemnify such directors and officers pursuant thereto, with respect to actions or omissions of such persons occurring
prior to the Effective Time, for six years following the Effective Date.
Other Covenants and Agreements
The Arrangement Agreement contains certain other covenants and agreements, including, among other things,
covenants relating to:
(a)

cooperation between Monarch and Yamana in connection with public announcements and communications
with Monarch Shareholders;

(b)

cooperation between Monarch and Yamana in the preparation and filing of this Circular;

(c)

the use of commercially reasonable efforts by each of, and cooperation between, Monarch and Yamana, to
obtain all necessary waivers, consents and approvals required to be obtained by Monarch and Yamana from
other third parties in order to complete the Arrangement;

(d)

other than as specified in the Arrangement Agreement, the use of commercially reasonable efforts by
Monarch to effect such reorganization of its business, operations, subsidiaries and assets or such other
transactions as Yamana may reasonably request prior to the Effective Date;

(e)

the use of commercially reasonable efforts by each Monarch and Yamana to oppose or seek to lift or rescind
any injunction, restraining or other order, decree or ruling seeking to restrain, enjoin or otherwise prohibit or
adversely affect the consummation of the Arrangement and defend all lawsuits or other legal, regulatory or
other Proceedings against or relating to it challenging or affecting the Arrangement Agreement or the
completion of the Arrangement;

(f)

Monarch providing Yamana with notice of receipt of any written notice of dissent or purported exercise by
any Monarch Shareholder of Dissent Rights;

(g)

the use of commercially reasonable efforts by Yamana to obtain conditional approval or equivalent of the
listing and posting for trading on the TSX and the NYSE of the Consideration Shares, subject only to the
satisfaction by Yamana of customary listing conditions of the TSX and the NYSE;

(h)

the use of commercially reasonable efforts by Monarch to ensure that securities issued pursuant to the
Arrangement will be issued in reliance on the Section 3(a)(10) Exemption; and

(i)

access by each Party to certain information about the other Party during the period prior to the Effective Time
and the Parties’ agreement to keep information exchanged confidential.
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SpinCo Reorganization
Pursuant to the Arrangement Agreement, Monarch has undertaken to, among other things, sell the SpinCo Assets to
SpinCo and assign to SpinCo all of the SpinCo Liabilities as of the day prior to the Effective Date. Monarch has
acknowledged and agreed that it and SpinCo will make a joint election under Section 85 of the Tax Act (and any
similar provision under any applicable provincial tax statute) in respect of the transfer of the SpinCo Assets and that
the “elected amount” in respect of each type of property for purposes of the Tax Act comprising the SpinCo Assets
will be the lowest amount permitted under Section 85 of the Tax Act in respect of each such type of property, unless
Monarch, SpinCo and Yamana agree otherwise.
Non-Solicitation Covenants
Monarch has agreed not to, directly or indirectly, including through its subsidiaries or its Representatives:
(a)

make, initiate, solicit, promote, entertain, encourage or facilitate any inquiry or expression of interest or the
making of any proposal or offer with respect to an Acquisition Proposal or that could reasonably be expected
to constitute or lead to an Acquisition Proposal;

(b)

enter into or otherwise engage or participate directly or indirectly in any discussions or negotiations with,
furnish confidential information to, any person (other than Yamana and its subsidiaries) regarding an
Acquisition Proposal or any inquiry, proposal or offer that could reasonably be expected to constitute or lead
to an Acquisition Proposal;

(c)

take no position or remain neutral with respect to, or agree to, accept, approve, endorse or recommend, or
propose publicly to agree, approve, endorse or recommend any Acquisition Proposal (it being understood
that publicly taking no position or a neutral position with respect thereto for a period of no more than three
Business Days after such proposal has been publicly announced is deemed not to constitute a violation of the
Arrangement Agreement);

(d)

make, or propose publicly to make, a Change of Recommendation; or

(e)

accept, enter into, or propose publicly to accept or enter into, any agreement, understanding or arrangement
effecting or related to any Acquisition Proposal or potential Acquisition Proposal (an “Acquisition
Agreement”), other than an Acceptable Confidentiality Agreement.

Monarch has agreed to, and to cause its subsidiaries and Representatives to, immediately cease and terminate any
existing solicitation, encouragement, discussion, negotiation or other activities with any person (other than Yamana,
its subsidiaries and their respective Representatives) with respect to any Acquisition Proposal or any inquiry, proposal
or offer that could reasonably be expected to constitute or lead to an Acquisition Proposal. Monarch has agreed to
immediately discontinue access to any of its confidential information, including access to any data room, virtual or
otherwise, to any person (other than access by Yamana and its Representatives). Monarch has agreed to request and
use its commercially reasonable efforts to ensure the return or destruction of all confidential information regarding
Monarch or its subsidiaries previously provided in connection therewith to any person (other than Yamana and its
Representatives). In addition, Monarch has agreed to enforce all confidentiality, standstill, non-disclosure or similar
agreement, restrictions of covenants to which it or its subsidiaries is a party.
If at any time prior to the Meeting, Monarch receives a bona fide written Acquisition Proposal from any person that
did not result from a breach of the non-solicitation provisions of the Arrangement Agreement, subject to compliance
with Monarch’s obligation to notify Yamana as described below, Monarch and its Representatives, may contact such
person solely to clarify the terms and conditions of such Acquisition Proposal and, if the Monarch Board determines
in good faith, after consultation with its financial advisors and outside legal counsel that such Acquisition Proposal
constitutes or could reasonably be expected to constitute lead to a Superior Proposal, and subject to compliance with
the non-solicitation provisions of the Arrangement Agreement, then Monarch and its Representatives, may (a) furnish
information to such person pursuant to an Acceptable Confidentiality Agreement, if and only if (i) Monarch provides
a copy of such agreement to Yamana promptly upon its execution and (ii) Monarch concurrently provides Yamana
with any non-public information concerning Monarch that is provided to such person which was not previously
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provided to Yamana or its Representatives, and (b) engage in or participate in any discussions or negotiations
regarding such Acquisition Proposal.
Monarch must promptly (and, in any event, within 24 hours) notify Yamana of any Acquisition Proposal, any inquiry
that could reasonably be expected to constitute or lead to an Acquisition Proposal or any request for non-public
information relating to, or access to the properties, books or records of, Monarch in connection with an Acquisition
Proposal, including providing a copy of the Acquisition Proposal, a description of the material terms and conditions
of such inquiry or request and the identity of the person making such Acquisition Proposal, inquiry or request.
Monarch has covenanted to keep Yamana promptly and fully informed of the status, developments and details of any
such inquiry, request or Acquisition Proposal, including any material changes, modifications or other amendments
thereto.
If at any time prior to the Meeting, Monarch receives an Acquisition Proposal that constitutes a Superior Proposal, the
Monarch Board may make a Change of Recommendation and/or enter into any Acquisition Agreement with respect
to such Superior Proposal, but only if:
(a)

Monarch has complied with and continues to be in compliance with the non-solicitation and right to match
provisions of the Arrangement Agreement;

(b)

Monarch has given written notice to Yamana (a “Superior Proposal Notice”) that it has received such
Superior Proposal and that the Monarch Board has determined that (i) such Acquisition Proposal constitutes
a Superior Proposal and (ii) the Monarch Board intends to (A) make a Change of Recommendation, and/or
(B) enter into an Acquisition Agreement with respect to such Superior Proposal, together with a summary of
the material terms thereof, and, if applicable, a written notice from the Monarch Board regarding the value
or range of values in financial terms that the Monarch Board has, in consultation with financial advisors,
determined should be ascribed to any non-cash consideration offered in the Superior Proposal;

(c)

a period of five full Business Days (the “Superior Proposal Notice Period”) will have elapsed from the date
that Yamana received the Superior Proposal Notice together with the summary of material terms and copies
of any proposed Acquisition Agreement;

(d)

the Monarch Board has determined in good faith, (i) after consultation with its financial advisors and outside
legal counsel, that the Acquisition Proposal remains a Superior Proposal (if applicable, as compared to the
Arrangement as proposed to be amended by Yamana), and (ii) that the failure to make a Change of
Recommendation or to cause Monarch to terminate the Arrangement Agreement to enter into an Acquisition
Agreement with respect to such Superior Proposal would be inconsistent with the fiduciary duties of the
Monarch Board; and

(e)

Monarch concurrently terminates the Arrangement Agreement and pays the Termination Fee to Yamana.

During a Superior Proposal Notice Period, Yamana has the right, but not the obligation, to propose to amend the terms
of the Arrangement Agreement in order for such Acquisition Proposal to cease to be a Superior Proposal. If the
Monarch Board determines that such Acquisition Proposal would cease to be a Superior Proposal as a result of the
amendments proposed by Yamana, the Parties will amend the terms of the Arrangement Agreement and the
Arrangement to reflect such offer made by Yamana. Each successive amendment to any Acquisition Proposal will
constitute a new Acquisition Proposal for the purposes of the Arrangement Agreement, and Yamana will be afforded
an additional Superior Proposal Notice Period in connection therewith.
The Monarch Board must reaffirm its recommendation in favour of the Arrangement by news release promptly after
(a) the Monarch Board has determined that any Acquisition Proposal is not a Superior Proposal if the Acquisition
Proposal has been publicly announced or made; or (b) the Monarch Board makes the determination that an Acquisition
Proposal that has been publicly announced or made and which previously constituted a Superior Proposal has ceased
to be a Superior Proposal and the Parties have so amended the terms of the Arrangement Agreement and the
Arrangement.
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Conditions to the Arrangement Becoming Effective
Mutual Conditions
The respective obligations of Monarch and Yamana to complete the Arrangement are subject to the satisfaction of the
following conditions on or before the Effective Date, each of which are for the mutual benefit of the Parties and which
may be waived, in whole or in part, by the mutual consent of Monarch and Yamana:
(a)

the Arrangement Resolution will have been approved by the Monarch Securityholders at the Meeting in
accordance with the Interim Order and applicable Laws;

(b)

each of the Interim Order and Final Order will have been obtained in form and substance satisfactory to each
of Monarch and Yamana, each acting reasonably, and will not have been set aside or modified in any manner
unacceptable to either Monarch and Yamana, each acting reasonably, on appeal or otherwise;

(c)

the UK Admission will have been received;

(d)

no Law will have been enacted, issued, promulgated, enforced, made, entered, issued or applied and no
Proceeding has otherwise been taken under any Laws or by any Governmental Authority (whether temporary,
preliminary or permanent) that makes the Arrangement illegal or otherwise directly or indirectly cease trades,
enjoins, restrains or otherwise prohibits completion of the Arrangement;

(e)

the Monarch Option Shares, Consideration Shares and SpinCo Consideration Shares to be issued pursuant to
the Arrangement will be exempt from the registration requirements of the U.S. Securities Act pursuant to the
Section 3(a)(10) Exemption;

(f)

SpinCo will be validly existing under the Laws of Canada, all of the issued and outstanding shares and other
ownership interests in SpinCo are legally and beneficially owned by Monarch free and clear of all Liens and
the SpinCo Board has adopted all necessary resolutions, and all other necessary corporate action shall have
been taken by SpinCo, to permit the consummation of the Arrangement and the issuance of the SpinCo Shares
pursuant to the Plan of Arrangement; and

(g)

the Arrangement Agreement will not have been terminated in accordance with its terms.

Conditions Precedent to the Obligations of Monarch
The obligation of Monarch to complete the Arrangement is subject to the satisfaction of the following additional
conditions on or before the Effective Date, each of which is for the exclusive benefit of Monarch and which may be
waived by Monarch at any time, in whole or in part, in its sole discretion and without prejudice to any other rights that
Monarch may have:

(a)

Yamana will have complied in all material respects with its obligations, covenants and agreements in the
Arrangement Agreement to be performed and complied with on or before the Effective Date;

(b)

the representations and warranties of Yamana in the Arrangement Agreement will be true and correct as of
the Effective Date as if made on and as of such date, except as affected by transactions, changes, conditions,
events or circumstances expressly permitted by the Arrangement Agreement or for breaches of
representations and warranties which would not prevent or significantly impede or materially delay
completion of the Arrangement;

(c)

Monarch will have received a certificate from a senior officer of Yamana dated the Effective Date, certifying
that the conditions set out in (a) and (b) above have been satisfied.

(d)

Yamana will have complied with its obligations to pay the Consideration Shares and Cash Consideration and
the Depositary will have confirmed receipt thereof;
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(e)

Yamana will have delivered evidence satisfactory to Monarch, acting reasonably, of the conditional approval
of the listing and posting for trading on the TSX, and approval for listing on the NYSE, in each case of the
Consideration Shares, subject only to the satisfaction of the customary listing conditions of the TSX and
notice of issuance with respect to the NYSE;

(f)

Yamana will have delivered evidence satisfactory to Monarch, acting reasonably, of application for UK
Admission; and

(g)

the Plan of Arrangement will not have been modified or amended in a manner adverse to Monarch, without
Monarch’s consent.

Conditions Precedent to the Obligations of Yamana
The obligation of Yamana to complete the Arrangement is subject to the satisfaction of the following additional
conditions on or before the Effective Date, each of which is for the exclusive benefit of Yamana and which may be
waived by Yamana at any time, in whole or in part, in its sole discretion and without prejudice to any other rights that
Yamana may have:
(a)

Monarch will have complied in all material respects with its obligations, covenants and agreements in the
Arrangement Agreement to be performed and complied with on or before the Effective Date;

(b)

the representations and warranties of Monarch in the Arrangement Agreement will be true and correct
(disregarding for this purpose all materiality or Material Adverse Effect qualifications contained therein) as
of the Effective Date as if made on and as of such date, except as affected by transactions, changes, conditions,
events or circumstances expressly permitted by the Arrangement Agreement or for breaches of
representations and warranties which have not had and would not reasonably be expected to have,
individually or in the aggregate, a Material Adverse Effect or prevent or significantly impede or materially
delay the completion of the Arrangement, provided however, that the representations and warrants of
Monarch with respect to capitalization and interest in properties will be true in all respects;

(c)

Monarch Shareholders will not have exercised Dissent Rights, or have instituted proceedings to exercise
Dissent Rights, in connection with the Arrangement (other than Monarch Shareholders representing not more
than 10% of the Monarch Shares then outstanding);

(d)

there will not have occurred, or have been disclosed to the public (if previously undisclosed to the public) a
Material Adverse Effect;

(e)

Yamana will have received a certificate from a senior officer of Monarch dated the Effective Date, certifying
that the conditions set out in (a) to (d) above have been satisfied.

(f)

each of the officers, directors, employees and consultants of Monarch and its subsidiaries entitled to a
severance, termination, change of control or other similar payment, other than those individuals specifically
identified by Yamana as being retained by Yamana, will have executed and delivered, in favour of Monarch
a full and final release, in form and substance satisfactory to Yamana;

(g)

the Plan of Arrangement will not have been modified or amended in a manner adverse to Yamana, without
Yamana’s consent;

(h)

there will not be pending or threatened in writing any Proceeding by any Governmental Authority or any
other person that is reasonably likely to result in any imposition of limitations on the ability of Yamana to
complete the Arrangement or acquire or hold, or exercise full rights of ownership of, any Monarch Shares,
including the right to vote such Monarch Shares;

(i)

Monarch will have delivered evidence satisfactory to Yamana, acting reasonably, of the conditional approval
of the listing and posting for trading on the TSX (or another recognized stock exchange in Canada) of the
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SpinCo Shares, subject only to the satisfaction of the customary listing conditions of the TSX (or another
recognized stock exchange in Canada); and
(j)

Monarch will have provided Yamana with favourable title opinions, in form and substance satisfactory to
Yamana, acting reasonably, with respect to the Acquisition Properties, dated within one Business Day of the
Effective Date.

Termination
The Arrangement Agreement may be terminated prior to the Effective Time in certain circumstances, including:
(a)

by mutual written agreement of Monarch and Yamana;

(b)

by Monarch or Yamana, if

(c)

(d)

(i)

the Effective Time does not occur on or before the Outside Date, except that the right to terminate
the Arrangement Agreement will not be available to any Party whose failure to fulfil any of its
obligations or breach of any of its representations and warranties under the Arrangement Agreement
has been a principal cause of, or resulted in, such failure;

(ii)

the Meeting is held and the Arrangement Resolution is not approved by the Monarch Securityholders
in accordance with applicable Laws and the Interim Order, except that the right to terminate the
Arrangement Agreement will not be available to any Party whose failure to fulfil any of its
obligations or breach of any of its representations and warranties under the Arrangement Agreement
has been a principal cause of, or resulted in, such failure;

(iii)

any Law makes the completion of the Arrangement or the transactions contemplated by the
Arrangement Agreement illegal or otherwise prohibited, and such Law has become final and nonappealable;

by Yamana, if
(i)

the Monarch Board makes a Change of Recommendation;

(ii)

Monarch breaches its non-solicitation covenants in the Arrangement Agreement in any material
respect;

(iii)

subject to compliance with the notice and cure provisions in the Arrangement Agreement, Monarch
breaches any of its representations, warranties, covenants or agreements contained in the
Arrangement Agreement, which breach would cause any of the mutual conditions precedent or the
conditions precedent to the obligations of Yamana not to be satisfied, provided, however, that any
wilful breach will be deemed incapable of being cured and Yamana is not then in breach of the
Arrangement Agreement so as to cause any of the mutual conditions precedent or the conditions
precedent to the obligations of Monarch not to be satisfied; or

(iv)

a Material Adverse Effect has occurred and is continuing; and

by Monarch, if
(i)

at any time prior to the approval of the Arrangement Resolution, the Monarch Board authorizes
Monarch to enter into an Acquisition Agreement with respect to a Superior Proposal, provided that
concurrently with such termination, Monarch pays the Termination Fee; or

subject to compliance with the notice and cure provisions in the Arrangement Agreement, Yamana breaches any of
its representations, warranties, covenants or agreements contained in the Arrangement Agreement, which breach
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would cause any of the mutual conditions precedent or the conditions precedent to the obligations of Monarch not to
be satisfied, provided, however, that any wilful breach will be deemed incapable of being cured and Monarch is not
then in breach of the Arrangement so as to cause any of the mutual conditions precedent or the conditions precedent
to the obligations of Yamana not to be satisfied.
Termination Fee
Yamana is entitled to be paid the Termination Fee upon the occurrence of any of the following events:
(a)

an Acquisition Proposal has been made public or proposed publicly to Monarch or the Monarch Shareholders
prior to the Meeting, and (i) the Arrangement Agreement is terminated (A) by either Party, if the Effective
Time has not occurred on or before the Outside Date or if the Meeting is held and the Arrangement Resolution
is not approved; or (B) by Yamana, if Monarch is in breach of its representations, warranties, covenants or
agreements contained in the Arrangement Agreement, and (ii) Monarch has either (X) completed any
Acquisition Proposal within 12 months after the Arrangement Agreement is terminated or (Y) entered into
an Acquisition Agreement in respect of any Acquisition Proposal or the Monarch Board has recommended
any Acquisition Proposal, in each case within 12 months after the Arrangement Agreement is terminated,
which Acquisition Proposal is subsequently completed (whether before or after the expiry of such 12-month
period), provided, however, that for the purposes of this paragraph, all references to “20%” in the definition
of Acquisition Proposal will be changed to “50%”;

(b)

the Arrangement Agreement is terminated by Yamana due to a Change of Recommendation;

(c)

the Arrangement Agreement is terminated by either Monarch or Yamana if the Meeting is held and the
Arrangement Resolution is not approved by the Monarch Securityholders, provided that at the time of such
termination, Yamana was entitled to terminate the Arrangement Agreement due to a Change of
Recommendation;

(d)

the Arrangement Agreement is terminated by Yamana due to Monarch breaching its non-solicitation
covenants in the Arrangement Agreement; or

(e)

the Arrangement Agreement is terminated by Monarch at any time prior to approval of the Arrangement
Resolution, the Monarch Board authorizes Monarch to enter into an Acquisition Agreement with respect to
a Superior Proposal.

Amendments
The Arrangement Agreement may, at any time and from time to time before or after the holding of the Meeting but
not later than the Effective Time, be amended by written agreement of the Parties without, further notice to or
authorization on the part of the Monarch Shareholders, and any such amendment may, without limitation:
(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation, term or provision contained in, or in any document
delivered pursuant to, the Arrangement Agreement; or

(c)

waive compliance with or modify any of the conditions precedent or any of the covenants in the Arrangement
Agreement or waive or modify performance of any of the obligations of the Parties,

provided, however, that no such amendment may reduce or materially affect the consideration to be received by the
Monarch Shareholders under the Arrangement without their approval at the Meeting or, following the Meeting,
without their approval given in the same manner as required by applicable Laws for the approval of the Arrangement
as may be required by the Court.
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Support Agreements
The following summarizes material provisions of the Support Agreements. This summary may not contain all
information about the Support Agreements that is important to Monarch Securityholders. The rights and obligations
of the parties thereto are governed by the express terms and conditions of the Support Agreements and not by this
summary or any other information contained in this Circular. Monarch Securityholders are urged to read the forms of
Support Agreement carefully in their entirety, as well as this Circular, before making any decisions regarding the
Arrangement. This summary is qualified in its entirety by reference to the forms of Support Agreements that have
been filed by Monarch under its profile on SEDAR at www.sedar.com.
Pursuant to the Arrangement Agreement, Monarch agreed to deliver the Support Agreements from each of the LockedUp Shareholders. On November 1, 2020, Yamana entered into the Support Agreements with each of the Locked-Up
Shareholders. As at the Record Date, the Locked-Up Shareholders collectively, owned, directly or indirectly, or
exercised control or direction over, an aggregate of 8,827,460 Monarch Shares, 8,480,000 Monarch Options and
255,000 Monarch Warrants, representing approximately 5.19% of the votes which may be cast by Monarch
Securityholders at the Meeting.
The Support Agreements set forth, among other things, the agreement of the Supporting Shareholders to (i) vote all
of their securities entitled to vote in favour of the Arrangement Resolution and any other matter necessary for the
consummation of the Arrangement, (ii) vote all of their securities entitled to vote against any Acquisition Proposal,
and/or any matter that could reasonably be expected to delay, prevent, impeded or frustrate the successful completion
of the Arrangement; (iii) revoke any and all previous proxies granted or VIFs or other voting documents delivered
that may conflict or be inconsistent with the Support Agreements; and (iv) not to, directly or indirectly, sell, transfer,
assign, grant a participation interest in, option, pledge, hypothecate, grant a security interest in or otherwise convey or
encumber (each a “Transfer”), or enter into any agreement, option or other arrangement with respect to the Transfer
of, any relevant securities to any person, other than pursuant to the Arrangement Agreement. The Locked-Up
Shareholders also agreed pursuant to the Support Agreements not to exercise any Dissent Rights or rights of appraisal
in connection with the Arrangement.
Pursuant to the Support Agreements, the Locked-Up Shareholders further agreed not to: (i) make, initiate, solicit,
promote, entertain or encourage, or take any other action that facilitates the making of an Acquisition Proposal; (ii)
enter into or otherwise engage or participate in any discussions or negotiations with any person regarding an
Acquisition Proposal; (iii) take no position or remain neutral with respect to, or agree to, accept, approve, endorse or
recommend, or propose publicly to agree, accept, approve, endorse or recommend any Acquisition Proposal; (iv)
withdraw, amend, modify or qualify, or publicly propose or state an intention to withdraw, amend, modify or qualify
support for the Arrangement; (v) accept, enter into or propose publicly to accept or enter into any agreement,
understanding or arrangement effecting or related to any Acquisition Proposal; or (vi) make any public announcement
or take any other action inconsistent with, or that could reasonably be likely to be regarded as detracting from, the
approval of the transactions contemplated by the Arrangement Agreement.
Notwithstanding the above, pursuant to the Support Agreements, Yamana has agreed and acknowledged that each of
the Locked-Up Shareholders is bound to their respective Support Agreements solely in their capacity as a shareholder
of Monarch and not in their capacity as directors and/or officers of Monarch, and that nothing in the Support
Agreements limits or restricts any Locked-Up Shareholder from properly fulfilling their fiduciary duties as a director
or officer of Monarch.
The Support Agreements may terminate upon the earliest of: (i) mutual written agreement; (ii) the termination of the
Arrangement Agreement in accordance with its terms; or (iii) any representation or warranty of any party not being
true and correct in all material respects or any party not complying with its covenants contained in the applicable
Support Agreements, in all material respects.
In addition, Yamana entered into Support Agreements with the Supporting Shareholders on similar terms as the
Support Agreements entered into with the Locked-Up Shareholders. As at the Record Date, the Supporting
Shareholders collectively, owned, directly or indirectly, or exercised control or direction over, an aggregate of
56,364,316 Monarch Shares and 1,500,000 Monarch Warrants, representing approximately 16.91% of the votes which
may be cast by Monarch Securityholders at the Meeting.
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As of the Record Date, Yamana held 22,250,000 Monarch Shares and 11,125,000 Monarch Warrants, representing
approximately 6.93% of the issued and outstanding Monarch Shares on a non-diluted basis and 9.9% on a partially
diluted basis. Monarch has been advised that Yamana intends to vote all of its Monarch Shares in favour of the
Arrangement Resolution.
RISK FACTORS
In evaluating the Arrangement, Monarch Securityholders should carefully consider the following risk factors relating to
the Arrangement. The following risk factors are not an exhaustive list of all risk factors associated with the
Arrangement. Additional risks and uncertainties, including those currently unknown or considered immaterial by
Monarch, may also adversely affect the Monarch Shares, the Yamana Shares, the SpinCo Shares and/or the businesses
of Yamana and SpinCo following the Arrangement. In addition to the risk factors relating to the Arrangement set out
below, Monarch Securityholders should also carefully consider the risk factors associated with the businesses of
Yamana and SpinCo included in this Circular and in the documents incorporated by reference herein. If any of the
risk factors materialize, the expectations, and the predictions based on them, may need to be re-evaluated.
Risk Associated with the Arrangement
The Arrangement is subject to satisfaction or waiver of several conditions and there can be no certainty that all
conditions precedent to the Arrangement will be satisfied or waived.
Completion of the Arrangement is subject to satisfaction or waiver of several conditions, including, among other
things, the requisite approvals of the Monarch Securityholders, receipt of the Final Order and receipt of Regulatory
Approvals. In addition, completion of the Arrangement is conditional on, among other things, no action or
circumstance occurring that would result in a Material Adverse Effect.
Certain of the conditions to completion of the Arrangement are outside of the control of Monarch. There can be no
certainty, nor can Monarch provide any assurance, that all conditions precedent to the Arrangement will be satisfied
or waived, or, if satisfied or waived, when they will be satisfied or waived and, accordingly, the Arrangement may not
be completed. If, for any reason, the Arrangement is not completed or its completion is materially delayed and/or the
Arrangement Agreement is terminated, the market price of Monarch Shares may be materially adversely affected. In
such events, Monarch’s business, financial condition or results of operations could also be subject to various material
adverse consequences, including that Monarch would remain liable for costs relating to the Arrangement.
The Arrangement Agreement may be terminated in certain circumstances, including in the event of a change
having a Material Adverse Effect on Monarch.
Each of Monarch and Yamana has the right to terminate the Arrangement Agreement in certain circumstances.
Accordingly, there is no certainty, nor can Monarch provide any assurance, that the Arrangement Agreement
will not be terminated by either Monarch or Yamana before the completion of the Arrangement. For example,
Yamana has the right, in certain circumstances, to terminate the Arrangement Agreement if changes occur that have
a continuing Material Adverse Effect on Monarch. Although a Material Adverse Effect excludes certain events that
are beyond the control of Monarch (such as general changes in international economic conditions or changes that
affect the global mining industry generally and which do not disproportionately adversely affect Monarch), there is no
assurance that a change having a Material Adverse Effect on Monarch will not occur before the Effective Date, in
which case Yamana could elect to terminate the Arrangement Agreement and the Arrangement would not proceed.
Completion of the Arrangement is uncertain, Monarch has dedicated significant resources to pursing the
Arrangement and is restricted from taking specified actions while the Arrangement is pending.
Monarch is subject to customary non-solicitation provisions under the Arrangement Agreement. The Arrangement
Agreement also restricts Monarch from taking specified actions until the Arrangement is completed without the
consent of Yamana. These restrictions may prevent Monarch from pursuing attractive business opportunities that may
arise prior to the completion of the Arrangement. As completion of the Arrangement is dependent upon satisfaction
of certain conditions, the completion of the Arrangement is uncertain. If the Arrangement is not completed for any
reason, the announcement of the Arrangement, the dedication of Monarch’s resources to the completion thereof and
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the restrictions that were imposed on Monarch under the Arrangement Agreement may have an adverse effect on the
current future operations, financial condition and prospects of Monarch as a standalone entity.
If the Arrangement is not completed, the market price for the Monarch Shares may decline.
If the Arrangement is not completed, the market price of the Monarch Shares may decline to the extent that the current
market price reflects a market assumption that the Arrangement will be completed. If the Arrangement is not completed
and the Monarch Board decides to seek another merger or arrangement, there can be no assurance that it will be able
to find a party willing to pay an equivalent or more attractive price than the total consideration to be paid pursuant to
the Arrangement.
Monarch may be required to pay the Termination Fee.
If the Arrangement is not completed as a result of certain prescribed events, Monarch will be required to pay the
Termination Fee to Yamana in connection with the termination of the Arrangement Agreement. If the Termination Fee
is ultimately required to be paid to Yamana, the payment of such fee may have an adverse impact on Monarch’s financial
results. See “Transaction Agreements — Arrangement Agreement —Termination Fee”.
Monarch and Yamana will incur substantial transaction fees and costs in connection with the proposed
Arrangement. If the Arrangement is not completed, the costs may be significant and could have an adverse effect
on Monarch.
Monarch and Yamana have incurred and expect to incur additional material non-recurring expenses in connection
with the Arrangement and completion of the transactions contemplated by the Arrangement Agreement, including
costs relating to obtaining required securityholder and regulatory approvals. If the Arrangement is not completed,
Monarch will need to pay certain costs relating to the Arrangement incurred prior to the date the Arrangement was
abandoned, such as legal, accounting, financial advisory, proxy solicitation and printing fees. Monarch is liable for its
own costs incurred in connection with the Arrangement. Such costs may be significant and could have an adverse
effect on Monarch’s future results of operations, cash flows and financial condition.
Because the market price of the Yamana Shares and the Monarch Shares will fluctuate and the Exchange Ratio is
fixed, there can be no certainty with respect to the market value of the Yamana Shares that Monarch Shareholders
will receive for their Monarch Shares under the Arrangement.
The Exchange Ratio is fixed and will not increase or decrease due to fluctuations in the market price of Yamana Shares
or Monarch Shares. The market price of the Yamana Shares or Monarch Shares could each fluctuate significantly
prior to the Effective Date in response to various factors and events, including, without limitation, the differences
between Yamana’s and Monarch’s actual financial or operating results and those expected by investors and analysts,
changes in analysts’ projections or recommendations, changes in general economic or market conditions, and broad
market fluctuations. The underlying cause of any such change in the market price of the Monarch Shares may
constitute a Material Adverse Effect, the occurrence of which could entitle Yamana to terminate the Arrangement
Agreement or otherwise entitle either Party to terminate the Arrangement Agreement. As a result of such fluctuations,
historical market prices are not indicative of future market prices or the market value of the Yamana Shares that
Monarch Shareholders may receive on the Effective Date. There can also be no assurance that the trading price of the
Yamana Shares will not decline following the completion of the Arrangement. Accordingly, the market value
represented by the Exchange Ratio will also vary.
Monarch directors and executive officers may have interests in the Arrangement that are different from those of
the Monarch Shareholders.
In considering the recommendation of the Monarch Board to vote in favour of the Arrangement Resolution, Monarch
Shareholders should be aware that certain members of the Monarch Board and management team have agreements or
arrangements that provide them with interests in the Arrangement that differ from, or are in addition to, those of
Monarch Shareholders generally. See “The Arrangement — Interests of Certain Persons in the Arrangement”.
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Monarch and Yamana may be the targets of legal claims, securities class actions, derivative lawsuits and other
claims.
Monarch and Yamana may be the target of securities class actions and derivative lawsuits which could result in
substantial costs and may delay or prevent the Arrangement from being completed. Securities class action lawsuits
and derivative lawsuits are often brought against companies that have entered into an agreement to acquire a public
company or to be acquired. Third parties may also attempt to bring claims against Monarch and Yamana seeking to
restrain the Arrangement or seeking monetary compensation or other remedies. Even if the lawsuits are without merit,
defending against these claims can result in substantial costs and divert management time and resources. Additionally,
if a plaintiff is successful in obtaining an injunction prohibiting consummation of the Arrangement, then that injunction
may delay or prevent the Arrangement from being completed.
In addition, political and public attitudes towards the Arrangement could result in negative press coverage and other
adverse public statements affecting Monarch and Yamana. Adverse press coverage and other adverse statements could
lead to investigations by regulators, legislators and law enforcement officials or in legal claims or otherwise negatively
impact the ability of Monarch to take advantage of various business and market opportunities. The direct and indirect
effects of negative publicity, and the demands of responding to and addressing it, may have a Material Adverse Effect
on Monarch’s business, financial condition and results of operations.
Monarch has not verified the reliability of the information regarding Yamana included in, or which may have been
omitted from, this Circular.
Unless otherwise indicated, all historical information regarding Yamana contained in this Circular has been derived
from Yamana’s publicly disclosed information or provided by Yamana. Although Monarch has no reason to doubt the
accuracy or completeness of such information, any inaccuracy or material omission in Yamana’s publicly disclosed
information, including the information about or relating to Yamana contained in this Circular, could result in
unanticipated liabilities or expenses, increase the cost of integrating the companies or adversely affect Monarch’s
operational and development plans and Monarch’s business, financial condition and results.
Owning Yamana Shares will Expose Monarch Shareholders to Greater Risks from Foreign Operations.
Yamana conducts significant operations outside of Canada and the United States, and as such Yamana’s operations
are exposed to various levels of political, economic and other risks and uncertainties. These risks and uncertainties
vary from country to country and include, but are not limited to, terrorism; hostage taking; military repression;
expropriation; extreme fluctuations in currency exchange rates; high rates of inflation; labour unrest; the risks of war
or civil unrest; renegotiation or nullification of existing concessions, licenses, permits and contracts; illegal mining;
changes in taxation policies; restrictions on foreign exchange and repatriation; and changing political conditions,
currency controls and governmental regulations that favour or require the awarding of contracts to local contractors
or require foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction.
Changes, if any, in mining or investment policies or shifts in political attitude in these jurisdictions may adversely
affect Yamana’s operations or profitability. Operations may be affected in varying degrees by government regulations
with respect to, but not limited to, restrictions on production, price controls, export controls, currency remittance,
income taxes, expropriation of property, foreign investment, maintenance of claims, environmental legislation, land
use, land claims of local people, water use and mine safety.
Failure to comply strictly with applicable laws, regulations and local practices relating to mineral right applications
and tenure, could result in loss, reduction or expropriation of entitlements, or the imposition of additional local or
foreign parties as joint venture partners with carried or other interests.
Prior to the Effective Date, the Arrangement may divert the attention of Monarch’s management, and any such
diversion could have an adverse effect on the business of Monarch.
The pending Arrangement could cause the attention of Monarch’s management to be diverted from the day-to-day
operations of Monarch. These disruptions could be exacerbated by a delay in the completion of the Arrangement and
could result in lost opportunities or negative impacts on performance, which could have a material and adverse effect
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on the business, financial condition and results of operations or prospects of Monarch if the Arrangement is not
completed.
The completion of the Arrangement may be delayed due to health epidemics and other outbreaks of infectious
diseases, including, but not limited to COVID-19.
There can be no assurance that completion of the Arrangement will not be impacted by adverse consequences that may
be brought about by the COVID-19 pandemic on global financial markets. The COVID-19 pandemic could adversely
impact the ability of Monarch and Yamana to obtain necessary approvals or delay or hinder the completion of the
Arrangement.
Risk Factors Relating to Yamana Following Completion of the Arrangement
The failure to successfully integrate the businesses or to achieve the desired synergies and benefits of the
Arrangement could have a Material Adverse Effect on the market price of the Yamana Shares following completion
of the Arrangement.
If approved, the Arrangement will involve the integration of companies that previously operated independently. The
integration requires the dedication of substantial effort, time and resources on the part of management which may divert
management’s focus and resources from other strategic opportunities and from operational matters during this process.
In addition, the integration process could result in the disruption of existing relationships with suppliers, employees,
customers and other constituencies of each Party. There can be no assurance that management will be able to integrate
the operations of each of the businesses successfully or achieve any of the synergies or other benefits that are anticipated
as a result of the Arrangement. It is possible that the integration process could result in the loss of key employees, the
disruption of the respective ongoing businesses or inconsistencies in standards, controls, procedures and policies that
adversely affect the ability of management to maintain relationships with clients, suppliers, employees or to achieve the
anticipated benefits of the Arrangement. The performance of Yamana’s operations after completion of the Arrangement
could be adversely affected if Yamana cannot retain key employees to assist in the integration and operation of Yamana
and Monarch.
Failure by Yamana and/or Monarch to comply with applicable Laws prior to the Arrangement could subject
Yamana to penalties and other adverse consequences following completion of the Arrangement.
Yamana and Monarch are subject to the Canadian Corruption of Foreign Public Officials Act and Yamana is subject
to the United States Foreign Corrupt Practices Act and the Extractive Sector Transparency Measure Act. The
foregoing Laws prohibit companies and their intermediaries from making improper payments to officials for the
purpose of obtaining or retaining business. In addition, such Laws require the maintenance of records relating to
transactions and an adequate system of internal controls over accounting. There can be no assurance that either Party’s
internal control policies and procedures, compliance mechanisms or monitoring programs will protect it from
recklessness, fraudulent behavior, dishonesty or other inappropriate acts or adequately prevent or detect possible
violations under applicable anti-bribery and anti-corruption legislation. A failure by Yamana or Monarch to comply
with anti-bribery and anti-corruption legislation could result in severe criminal or civil sanctions, and may subject
Yamana to other liabilities, including fines, prosecution, potential debarment from public procurement and
reputational damage, all of which could have a material adverse effect on the business, consolidated results of
operations and consolidated financial condition of Yamana following completion of the Arrangement. Investigations
by governmental authorities could have a material adverse effect on the business, consolidated results of operations
and consolidated financial condition of Yamana following completion of the Arrangement.
Yamana and Monarch are also subject to a wide variety of Laws relating to the environment, health and safety, taxes,
employment, labor standards, money laundering, terrorist financing and other matters in the jurisdictions in which
they operate. A failure by either of Yamana or Monarch to comply with any such legislation prior to the Arrangement
could result in severe criminal or civil sanctions, and may subject Yamana to other liabilities, including fines,
prosecution and reputational damage, all of which could have a material adverse effect on the business, consolidated
results of operations and consolidated financial condition of Yamana following completion of the Arrangement. The
compliance mechanisms and monitoring programs adopted and implemented by either of Yamana or Monarch prior
to the Arrangement may not adequately prevent or detect possible violations of such applicable Laws. Investigations
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by governmental authorities could also have a material adverse effect on the business, consolidated results of
operations and consolidated financial condition of Yamana following completion of the Arrangement.
Following the Arrangement, the trading price of the Yamana Shares cannot be guaranteed, may be volatile and
could be less than, on an adjusted basis, the current trading prices of Yamana and Monarch due to various marketrelated and other factors.
Securities markets have a high level of price and volume volatility, and the market price of securities of many
companies have experienced wide fluctuations in price which have not necessarily been related to the operating
performance, underlying asset values or prospects of such companies. Securities of companies in the mining industry
have experienced substantial volatility in the past, often based on factors unrelated to the financial performance or
prospects of the companies involved. These factors include global economic developments and market perceptions of
the mining industry. There can be no assurance that continuing fluctuations in price will not occur. The market price
per Yamana Share is also likely to be affected by changes in Yamana’s financial condition or results of operations.
Other factors unrelated to the performance of Yamana that may have an effect on the price of Yamana Shares include
the following: (a) changes in the market price of the commodities that Yamana and Monarch sell and purchase; (b)
current events affecting the economic situation in Canada, Australia and internationally; (c) trends in the global mining
industries; (d) regulatory and/or government actions, rulings or policies; (e) changes in financial estimates and
recommendations by securities analysts or rating agencies; (f) acquisitions and financings; (g) the economics of current
and future projects and operations of Yamana and Monarch; (h) quarterly variations in operating results; (i) the
operating and share price performance of other companies, including those that investors may deem comparable; (j)
the issuance of additional equity securities by Yamana or Monarch, as applicable, or the perception that such issuance
may occur; and (k) purchases or sales of blocks of Yamana Shares or Monarch Shares, as applicable.
Mineral reserve and mineral resource figures pertaining to Yamana’s and Monarch’s properties are only estimates
and are subject to revision based on developing information.
Information pertaining to Yamana’s and Monarch’s mineral reserves and mineral resources presented in this Circular,
or incorporated by reference herein, are estimates and no assurances can be given as to their accuracy. Such estimates
are, in large part, based on interpretations of geological data obtained from drill holes and other sampling techniques.
Actual mineralization or formations may be different from those predicted. Mineral reserves and mineral resources
estimates are materially dependent on the prevailing price of minerals and the cost of recovering and processing
minerals at the individual mine sites. Market fluctuations in the price of minerals or increases in recovery costs, as
well as various short-term operating factors, may cause a mining operation to be unprofitable in any particular
accounting period.
The estimates of mineral reserves and mineral resources attributable to any specific property of Yamana or Monarch
are based on accepted engineering and evaluation principles. The estimated amount of contained minerals in proven
mineral reserves and probable mineral reserves does not necessarily represent an estimate of a fair market value of the
evaluated properties.
Risk Factors Relating to SpinCo Following Completion of the Arrangement
The SpinCo Shares may not be listed on any stock exchange.
The SpinCo Shares are not currently listed on any stock exchange. Although SpinCo has applied to have the SpinCo
Shares listed on the TSX, there is no assurance when, or if, the SpinCo Shares will be listed on the TSX or on any
other stock exchange. Listing will be subject to SpinCo meeting the listing requirements and other conditions of the
TSX. Listing of the SpinCo Shares on the TSX or on any other exchange is a condition to the completion of the
Arrangement in favour of Yamana. Until the SpinCo Shares are listed on a stock exchange, shareholders of SpinCo
may not be able to sell their SpinCo Shares. Even if a listing is obtained, ownership of SpinCo Shares will entail a
high degree of risk.
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Tax risks if the SpinCo Shares are not listed on a designated stock exchange.
If the SpinCo Shares are not listed on a designated stock exchange in Canada before the due date for SpinCo’s first
income tax return or if SpinCo does not otherwise satisfy the conditions in the Tax Act to be a “public corporation”,
the SpinCo Shares will not be considered to be a qualified investment for a Registered Plan from their date of issue.
Where a Registered Plan acquires a SpinCo Share in circumstances where the SpinCo Share is not a qualified
investment under the Tax Act for the Registered Plan, adverse tax consequences may arise for the Registered Plan and
the annuitant, holder or subscriber, as the case may be, under the Registered Plan. See “Eligibility for Investment”.
In addition, if the SpinCo Shares are not listed on a designated stock exchange, such shares would be “taxable
Canadian property” to a Non-Resident Holder at the time of disposition if during the 60 month period immediately
preceding the disposition such shares derived more than 50% of their fair market value from one or any combination
of real or immovable property in Canada, “Canadian resource properties”, “timber resource properties” (each as
defined in the Tax Act), and options in respect of, or interests in, or for civil law rights in, any such properties. Further,
if such shares constitute “taxable Canadian property” but not “treaty protected property” (as defined in the Tax Act)
to a Non-Resident Holder, the withholding, reporting, and compliance procedures under section 116 of the Tax Act
will apply. See “Certain Canadian Federal Income Tax Considerations –– Holders Not Resident in Canada ––
Transfer of Monarch Shares and Dispositions of SpinCo Shares and Yamana Shares.”
The Arrangement may have adverse U.S. federal income tax consequences to U.S. Holders under the PFIC rules.
If it is determined that Monarch, SpinCo or Yamana is a PFIC (or was a PFIC for any year during a U.S. Holder’s
holding period for Monarch Shares), the Arrangement may result in the application of certain adverse consequences
to a U.S. Holder if such U.S. Holder does not have in effect a “qualified electing fund election” (“QEF election”) or a
“mark-to-market election” with respect to its Monarch, SpinCo or Yamana Shares, as applicable. These adverse tax
rules would include, but are not limited to, (i) the gain from the Arrangement being fully taxable at ordinary income
rather than capital gain rates and (ii) an interest charge being imposed on the amount of the gain treated as being
deferred under the PFIC rules. U.S. Holders are urged to consult their own tax advisors regarding all aspects of the
PFIC rules. For a more detailed discussion of the U.S. federal income tax consequences of the Arrangement, including
the consequences under the PFIC rules, please see the discussion under “Certain United States Federal Income Tax
Considerations – Passive Foreign Investment Company Considerations”.
It is expected that SpinCo will be a PFIC for the current taxable year and may be a PFIC in subsequent years,
which could have adverse U.S. federal income tax consequences for U.S. Holders.
Based on current business plans and financial expectations, it is expected that SpinCo will be a PFIC for the current
taxable year and may be a PFIC in subsequent years. If SpinCo is a PFIC for any year during a U.S. Holder's holding
period, then such U.S. Holder generally will be subject to a special, adverse tax regime with respect to so-called
“excess distributions” received on SpinCo Shares. Gain realized upon a disposition of SpinCo Shares (including upon
certain dispositions that would otherwise be tax-free) also will be treated as excess distributions. Further, distributions
from a PFIC will not qualify for preferential tax rates as “qualified dividends”. For a more detailed discussion of the
U.S. federal income tax consequences of the Arrangement, including the consequences under the PFIC rules, please
see the discussion under “Certain United States Federal Income Tax Considerations – Passive Foreign Investment
Company Considerations”.
A U.S. Holder of PFIC shares may make a QEF election or a “mark-to-market” election with respect to such shares
to mitigate the adverse tax rules that apply to PFICs. This election may accelerate the recognition of taxable income
and may result in the recognition of ordinary income. A U.S. Holder who makes a QEF election generally must report
on a current basis its pro rata share of net capital gain and ordinary earnings for any year in which SpinCo is a PFIC,
whether or not SpinCo distributes any amounts to its shareholders. A U.S. Holder may make a QEF election only if
the U.S. Holder receives certain information (known as a “PFIC annual information statement”) from SpinCo
annually. There can be no assurance that SpinCo, if it were classified as a PFIC, will supply the information and
statements necessary for the U.S. Holder to make and maintain a valid QEF election. A U.S. Holder who makes the
mark-to-market election generally must include as ordinary income each year the excess of the fair market value of
SpinCo Shares over the U.S. Holder’s basis therein.
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DISSENT RIGHTS
Section 190 of the CBCA provides registered shareholders of a corporation with the right to dissent from certain
resolutions that effect extraordinary corporate transactions or fundamental corporate changes. The Interim Order
expressly provides Registered Holders with Dissent Rights in respect of the Arrangement Resolution, pursuant to Section
190 of the CBCA, as modified by the Plan of Arrangement and the Interim Order. Any Registered Holders who dissents
from the Arrangement Resolution in compliance with Section 190 of the CBCA, as modified by the Plan of Arrangement
and the Interim Order, will be entitled, in the event the Arrangement becomes effective, to be paid by Monarch the fair
value of the Monarch Shares held by such Dissenting Monarch Shareholder determined as of the close of business on the
day before the Arrangement Resolution is adopted. Monarch Shareholders are cautioned that fair value could be
determined to be less than the value of the consideration payable pursuant to the terms of the Arrangement and that the
proceeds of disposition received by a Dissenting Monarch Shareholder may be treated in a different, and potentially more
adverse, manner under Canadian and United States federal income tax Laws than had such Monarch Shareholder
exchanged his or her Monarch Shares for the Consideration pursuant to the Arrangement and that an investment banking
opinion as to the fairness, from a financial point of view, of the consideration payable in a sale transaction, such as the
Arrangement, is not an opinion as to, and does not otherwise address, “fair value” under Section 190 of the CBCA. In
addition, any judicial determination of fair value will result in delay of receipt by a Dissenting Monarch Shareholder of
consideration for such Dissenting Monarch Shareholder’s Dissent Shares.
The following description of the Dissent Rights is not a comprehensive statement of the procedures to be followed
by a Dissenting Monarch Shareholder who seeks payment of the fair value of its Monarch Shares from
Monarch and is qualified in its entirety by the reference to the full text of section 190 of the CBCA, which is
attached to this Circular as Appendix K, as modified by the Plan of Arrangement and the Interim Order, which
is attached to this Circular as Appendix D and the Plan of Arrangement, which is attached to this Circular as
Appendix B. A Dissenting Monarch Shareholder who intends to exercise Dissent Rights should carefully consider
and comply with the provisions of section 190 of the CBCA, as modified by the Plan of Arrangement and the
Interim Order. Failure to comply strictly with the provisions of section 190 of the CBCA, as modified by the Plan
of Arrangement and the Interim Order, and to adhere to the procedures established therein may result in the loss
of all rights thereunder. The Court hearing the application for the Final Order has the discretion to alter the
Dissent Rights described herein based on the evidence presented at such hearing.
Pursuant to the Interim Order, each Registered Holder may exercise Dissent Rights under section 190 of the CBCA as
modified by the Plan of Arrangement and the Interim Order. Monarch Shareholders who duly exercise such Dissent
Rights and who:
(a)

are ultimately entitled to be paid fair value for their Monarch Shares in respect of which they have exercised
Dissent Rights (i) will be deemed to have not participated in the Arrangement, (ii) will be entitled to
be paid the fair value of such Monarch Shares by Monarch, and (iii) will not be entitled to any other
payment or consideration, including any payment that would be payable under the Arrangement had such
holder not exercised their Dissent Rights in respect of such Monarch Shares; or

(b)

are ultimately not entitled, for any reason, to be paid fair value for the Monarch Shares in respect of which
they have exercised Dissent Rights (i) will be deemed to have participated in the Arrangement on the same
basis as a Monarch Shareholder that has not exercised Dissent Rights, and (ii) will be entitled to receive only
the Consideration in the same matter as such non-dissenting Monarch Shareholder.

In no circumstances will Monarch, SpinCo, or Yamana or any other person be required to recognize (a) a person
exercising Dissent Rights unless such person is the registered holder of such Monarch Shares in respect of which
Dissent Rights are sought to be exercised; and (b) Dissenting Monarch Shareholders as Monarch Shareholders after
the surrender of the Dissent Shares to Monarch as set forth in Section 3.2 of the Plan of Arrangement, and each
Dissenting Monarch Shareholder will cease to be entitled to the rights of a Monarch Shareholder in respect of the
Dissent Shares and the central securities register of Monarch will be amended to reflect that such former holder is no
longer the holder of such Monarch Shares.
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For greater certainty, none of the following will be entitled to exercise Dissent Rights: (i) Monarch Optionholders; (ii)
Monarch Warrantholders; and (iii) Monarch Shareholders who vote or have instructed a proxyholder to vote their
Monarch Shares in favour of the Arrangement Resolution (but only in respect of such Monarch Shares).
A Non-Registered Holder who wishes to dissent with respect to its Monarch Shares should be aware that only
Registered Holders are entitled to exercise Dissent Rights. A Registered Holder such as an intermediary who holds
Monarch Shares as nominee for Non-Registered Holders, some of whom wish to dissent, will exercise Dissent Rights
on behalf of such Non-Registered Holders with respect to the Monarch Shares held for such Non-Registered Holders.
In such case, the Notice of Dissent should set forth the number of Monarch Shares it covers.
A Registered Holder who wishes to dissent must send a written Notice of Dissent in compliance with section 190 of the
CBCA, as modified by the Plan of Arrangement and the Interim Order, objecting to the Arrangement Resolution to JeanMarc Lacoste, President and Chief Executive of Monarch, 70, Dalhousie Street, Suite 300, Québec, Québec G1K 4B2,
email jm.lacoste@monarquesgold.com which must be received at or before 5:00 p.m. (Eastern time) on December 28,
2020 or, in the case of any adjourned or postponed Meeting, by no later than 5:00 p.m. (Eastern time) on the second
Business Day immediately preceding the day of the adjourned or postponed Meeting and must otherwise strictly comply
with the procedures described in this Circular. These Dissent Procedures are different than the statutory dissent
procedures of the CBCA which would permit a notice of objection to be provided at or prior to the Meeting. Failure to
strictly comply with the Dissent Procedures will result in loss of the Dissent Right.
The delivery of a Notice of Dissent does not deprive such Registered Holder of its right to vote at the Meeting;
however, the CBCA provides, in effect, that a Registered Holder who has submitted a Notice of Dissent and who votes
in favour of the Arrangement Resolution will no longer be considered a Dissenting Monarch Shareholder with respect
to the Monarch Shares voted in favour of the Arrangement Resolution. A vote against the Arrangement Resolution,
whether virtually or by proxy, does not constitute a Notice of Dissent. Similarly, the revocation of a proxy conferring
authority on the proxy holder to vote in favour of the Arrangement Resolution does not constitute a Notice of Dissent
in respect of the Arrangement Resolution, but any such proxy granted by a Monarch Shareholder who intends
to dissent should be validly revoked in order to prevent the proxy holder from voting such Monarch Shares in favour
of the Arrangement Resolution. A vote in favour of the Arrangement Resolution, whether virtually or by proxy, may
constitute a loss of a Monarch Shareholder’s right to dissent. However, a Monarch Shareholder may vote as a proxy
holder for another Monarch Shareholder whose proxy requires an affirmative vote, without affecting the right of the
proxy holder to exercise Dissent Rights in respect of the proxy holder’s Monarch Shares.
If the Arrangement Resolution is passed at the Meeting, Monarch must then, within 10 days after the Monarch
Shareholders adopt the Arrangement Resolution, deliver to each Dissenting Monarch Shareholder, a notice stating that
the Arrangement Resolution has been adopted and, subject to receipt of the Final Order and satisfaction of the other
conditions set out in the Arrangement Agreement, Monarch intends to complete the Arrangement, and advising the
Dissenting Monarch Shareholder that if the Dissenting Monarch Shareholder intends to proceed with the exercise of
its Dissent Rights, it must deliver to Monarch, within 20 days of the receipt of the notice of adoption from Monarch,
a demand for payment of fair value containing the information specified in section 190(7) of the CBCA. Not later than
30 days after sending the demand for payment of fair value, the Dissenting Monarch Shareholder must send the
certificates representing Monarch Shares in respect of which Dissent Rights have been exercised to Monarch.
A Dissenting Monarch Shareholder delivering such demand for payment may not withdraw from its dissent and will be
deemed to have ceased to be a holder of all of its Dissent Shares at the Effective Time. Monarch will, not later than seven
days after the later of the day the Effective Date or the day Monarch received the demand for payment, send to each
Dissenting Monarch Shareholder a written offer to pay the fair market value for the Dissent Shares, accompanied by a
statement showing how the fair value was determined. Either Monarch or a Dissenting Monarch Shareholder may
apply to the Court if no agreement on the terms of the sale of Dissent Shares has been reached, and the Court may
determine the fair value for the Dissent Shares. If a Dissenting Monarch Shareholder fails to strictly comply with the
requirements of the Dissent Rights set out in section 190 of the CBCA, as modified by the Plan of Arrangement an
the Interim Order, it will lose its Dissent Rights, Monarch will return to the Dissenting Monarch Shareholder the
certificates representing the Dissent Shares that were delivered to Monarch, if any, and if the Arrangement is
completed, that Dissenting Monarch Shareholder will be deemed to have participated in the Arrangement on the same
terms as a non-dissenting Monarch Shareholder. If a Dissenting Monarch Shareholder strictly complies with the
foregoing requirements of the Dissent Rights, but the Arrangement is not completed, Monarch will return to the
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Dissenting Monarch Shareholder the certificates delivered to Monarch by the Dissenting Monarch
Shareholder, if any.
It is suggested that any Monarch Shareholder wishing to avail himself or herself of Dissent Rights seek his or her own
legal advice as failure to comply strictly with the applicable provisions of the CBCA, as modified by the Plan of
Arrangement and the Interim Order, may prejudice the availability of Dissent Rights. Dissenting Monarch Shareholders
should note that the exercise of Dissent Rights can be a complex, time-consuming and expensive process.
The Arrangement Agreement provides that it is a condition to the obligations of Yamana that holders of not more than
10% of the outstanding Monarch Shares will have exercised Dissent Rights, or have instituted proceedings to exercise
Dissent Rights, in connection with the Arrangement. See “Transaction Agreements – Arrangement Agreement –
Conditions to the Arrangement Becoming Effective”.
CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
Monarch Optionholders
The following is, as of the date of the Circular, a summary of the principal Canadian federal income tax considerations
generally applicable under the Tax Act in respect of the Arrangement that will generally apply to a Monarch
Optionholder (i) who at all relevant times, is, or is deemed to be, resident in Canada for the purposes of the Tax Act,
(ii) disposes of his or her Monarch Options pursuant to the Arrangement, (iii) who is a current or former employee or
director of Monarch, (iv) who received his or her Monarch Options in respect of, in the course of, or by virtue of, such
employment or in consideration for the services performed by him or her as a director of Monarch, (v) who dealt at
arm’s length with Monarch at the time the Monarch Options were granted, and (vi) whose Monarch Options are “inthe-money” at the Effective Time. This summary does not describe the tax consequences of an exercise or other
disposition of Monarch Options by a Monarch Optionholder prior to the Effective Time, and Monarch Optionholders
who have, or wish to, exercise or dispose of their Monarch Options prior to the Effective Time should consult their
own tax advisors. Monarch Optionholders to whom this summary does not apply should consult their own advisors
with respect to the consequences of transactions contemplated herein.
Disposition of Monarch Options for Monarch Option Shares
The terms of the Arrangement provide that Monarch Options that are not exercised prior to the Effective Time and
are “in-the-money” will be surrendered and disposed of to Monarch for payment in the form of Monarch Option
Shares having a fair market value equal to the relevant In-The-Money Amount, net of applicable source deductions.
A Monarch Optionholder will be required to include in computing his or her income from employment for the year a
taxable benefit equal to such In-The-Money Amount. A Monarch Optionholder may, in computing taxable income for
the taxation year in which such taxable benefit is included in income, deduct one-half of the amount of the taxable
benefit, provided the Monarch Optionholder deals at arm’s length with Monarch and certain other conditions are met.
Monarch Optionholders should consult their own tax advisors in this regard.
The cost to a Monarch Optionholder of Monarch Shares acquired for the relevant In-The-Money Amount will be equal
to the fair market value of the Monarch Shares received and will generally be averaged with the adjusted cost base of
any other Monarch Shares held at that time by the Monarch Optionholder as capital property for purposes of
determining the Monarch Optionholder’s adjusted cost base of such Monarch Shares.
The disposition of Monarch Shares pursuant to the Arrangement is discussed below under “Certain Canadian Federal
Income Tax Considerations – Shareholders”.
Monarch Shareholders
The following is, as of the date of this Circular, a summary of the principal Canadian federal income tax considerations
under the Tax Act generally applicable to Monarch Shareholders who hold their Monarch Shares, and will hold their
Monarch Class A Shares, if applicable, SpinCo Shares and Yamana Shares acquired pursuant to the Arrangement as
capital property and who, at all relevant times, deal at arm’s length with Yamana, Monarch and SpinCo and are not
“affiliated” (within the meaning of the Tax Act) with Yamana, Monarch or SpinCo (a “Holder”). Generally, Monarch
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Shares, Monarch Class A Shares, SpinCo Shares and Yamana Shares will be considered to be capital property to the
holder thereof provided that they are not held in the course of carrying on a business of buying and selling securities
and have not been acquired in one or more transactions considered to be an adventure or concern in the nature of trade.
Certain Monarch Shareholders who might not otherwise be considered to hold their Monarch Shares, Monarch Class
A Shares, SpinCo Shares and Yamana Shares as capital property may, in certain circumstances, be entitled to have
such shares and any other “Canadian security” (as defined in the Tax Act), owned by such holders in the taxation year
in which the election is made, and in all subsequent taxation years, treated as capital property by making the
irrevocable election permitted by subsection 39(4) of the Tax Act. Monarch Shareholders should consult their own
tax advisors regarding the potential application and consequences of making this election in their particular
circumstances.
This summary does not address the Canadian federal income tax considerations applicable to holders of
Monarch Certificated Warrants or Monarch Indenture Warrants pursuant to the Arrangement. Such holders
should consult their own tax advisors.
This summary is not applicable to a Holder: (i) that is a partnership or trust; (ii) that is a “financial institution” (as
defined in the Tax Act for the purposes of the mark-to-market rules), (iii) an interest in which is a “tax shelter
investment” (as defined in the Tax Act), (iv) that is a “specified financial institution” (as defined in the Tax Act), (v)
that has elected to determine its “Canadian tax results” in a currency other than Canadian currency pursuant to the
“functional currency reporting” rules in the Tax Act, (vi) that has received, or receives, Monarch Shares upon exercise
of an employee stock option prior to the Effective Time, (vii) that has entered into, or enters into, a “derivative forward
agreement” (as defined in the Tax Act) with respect to its Monarch Shares, Monarch Class A Shares, SpinCo Shares
or Yamana Shares, (viii) that will receive dividends on its SpinCo Shares or Yamana Shares under or as part of a
“dividend rental arrangement” (as defined in the Tax Act) or (ix) that is a corporation resident in Canada (for the
purpose of the Tax Act) or a corporation that does not deal at arm’s length (for purposes of the Tax Act) with a
corporation resident in Canada, and that is or becomes as part of a transaction or event or series of transactions or
events that includes the acquisition of the Yamana Shares or SpinCo Shares, controlled by a non-resident person, or
group of non-resident persons not dealing with each other at arm’s length for the purposes of the foreign affiliate
dumping rules in Section 212.3 of the Tax Act. Such holders should consult their own tax advisors.
This summary is based upon the provisions of the Tax Act in force on the date of this Circular and the current published
administrative policies and assessing practices of the CRA publicly available prior to the date of this Circular. Subject to
the immediately following sentence, this summary takes into account all specific proposals to amend the Tax Act which
have been publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date of this Circular (the
“Proposed Amendments”) and assumes that the Proposed Amendments will be enacted in their current form. There can
be no assurance that any of the Proposed Amendments will be implemented in their current form or at all. Except for the
Proposed Amendments, this summary does not otherwise take into account or anticipate any changes in law, whether by
legislative, governmental or judicial decision or action, or changes in the administrative or assessing practices and policies
of the CRA. In addition, this summary does not take into account other federal or any provincial, territorial or foreign tax
legislation or considerations, which may differ significantly from the Canadian federal income tax considerations discussed
in this Circular.
This summary is not exhaustive of all possible Canadian federal income tax considerations applicable to a
Holder in respect of the transactions described herein. The income or other tax consequences will vary
depending on the particular circumstances of the Holder, including the province or provinces in which the
Holder resides or carries on business. Accordingly, this summary is of a general nature only and is not intended
to be, nor should it be construed to be, legal or tax advice or representations to any particular Holder.
Moreover, no advance income tax ruling has been applied for or obtained from the CRA to confirm the tax
consequences of any of the transactions described herein. Holders should consult their own legal and tax
advisors for advice with respect to the tax consequences of the transactions described in this Circular based on
their particular circumstances.
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Holders Resident in Canada
The following portion of this summary is generally applicable to a Holder who at all relevant times, for purposes of
the Tax Act, is or is deemed to be resident in Canada (a “Resident Holder”). The following portion of this summary,
other than the portion under the heading “Holders Resident in Canada – Dissenting Monarch Shareholders”, applies
to Resident Holders that are not Dissenting Monarch Shareholders.
Exchange of Monarch Shares for Monarch Class A Shares and SpinCo Shares
Under the Arrangement, Resident Holders will initially exchange their Monarch Shares for Monarch Class A Shares
and SpinCo Shares.
The exchange of Monarch Shares for Monarch Class A Shares and SpinCo Shares is intended to generally qualify as
a tax-deferred reorganization pursuant to section 86 of the Tax Act. Provided the fair market value of all of the SpinCo
Shares distributed to Monarch Shareholders on the exchange of the Monarch Shares pursuant to the Arrangement does
not exceed the aggregate “paid-up capital” (as determined for purposes of the Tax Act) of all of the issued and
outstanding Monarch Shares immediately before the exchange, the distribution of the SpinCo Shares to Resident
Holders should not give rise to any deemed dividend to Resident Holders. Monarch expects that the fair market value
of all of the SpinCo Shares at the time of such exchange will be less than the aggregate “paid-up capital” (as determined
for purposes of the Tax Act) of all of the issued and outstanding Monarch Shares immediately before such exchange.
If the fair market value of the SpinCo Shares distributed to Monarch Shareholders on the exchange of the Monarch
Shares pursuant to the Arrangement were to exceed the aggregate “paid-up capital” (as determined for purposes of the
Tax Act) of all of the issued and outstanding Monarch Shares immediately before the exchange, Monarch would be
deemed to have paid a dividend on the exchanged Monarch Shares equal to the amount of such excess, in which case
each Resident Holder would be deemed to have received a pro rata portion of such dividend based on the proportion
of Monarch Shares held by such Resident Holder immediately before the exchange. See “Dividends on Monarch
Shares, Yamana Shares or SpinCo Shares” below for a general description of the treatment of dividends under the
Tax Act including amounts deemed under the Tax Act to be received as dividends.
Provided that the fair market value of the SpinCo Shares distributed to Monarch Shareholders under the Arrangement
does not exceed the aggregate paid-up capital of all of the issued and outstanding Monarch Shares immediately before
the exchange, a Resident Holder whose Monarch Shares are exchanged for Monarch Class A Shares and SpinCo
Shares will be deemed to have disposed of its Monarch Shares for proceeds of disposition equal to the greater of (i)
the adjusted cost base to the Resident Holder of its Monarch Shares immediately before the exchange, and (ii) the fair
market value at the time of the exchange of the SpinCo Shares received by such Resident Holder. Consequently, a
Resident Holder will only realize a capital gain on the exchange if, and to the extent that, the fair market value of the
SpinCo Shares received by such Resident Holder on the exchange exceeds the adjusted cost base of such Resident
Holder's Monarch Shares immediately before the exchange. See “Taxation of Capital Gains and Capital Losses”
below for a general description of the treatment of capital gains and capital losses under the Tax Act.
The aggregate cost to a Resident Holder of Monarch Class A Shares acquired on the exchange of its Monarch Shares
will be equal to the amount, if any, by which the Resident Holder’s adjusted cost base of its Monarch Shares
immediately before the exchange exceeds the fair market value, at the time of the exchange, of the SpinCo Shares
acquired by such Resident Holder on the exchange. The aggregate cost to a Resident Holder of SpinCo Shares acquired
on the exchange of its Monarch Shares will be equal to the fair market value, at the time of the exchange, of the SpinCo
Shares acquired by such Resident Holder on the exchange.
Exchange of Monarch Class A Shares – No Section 85 Election
A Resident Holder who exchanges Monarch Class A Shares pursuant to the Arrangement (other than an Eligible
Holder who makes a Section 85 Election with Yamana as discussed below under “Exchange of Monarch Class A
Shares – With Section 85 Election”) will be considered to have disposed of the Monarch Class A Shares for proceeds
of disposition equal to the aggregate of the Cash Consideration and fair market value of the Yamana Shares received.
As a result, the Resident Holder will generally realize a capital gain (or capital loss) to the extent that such proceeds
of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base of the Monarch
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Class A Shares immediately before the exchange. See “Taxation of Capital Gains and Capital Losses” below for a
general discussion of the treatment of capital gains and capital losses under the Tax Act.
The cost to the Resident Holder of any Yamana Shares acquired on such exchange will be equal to the fair market
value of the Yamana Shares at the time of the exchange. The Resident Holder’s adjusted cost base of the Yamana
Shares so acquired will be determined by averaging such cost with the adjusted cost base to the Resident Holder of all
Yamana Shares owned by the Resident Holder as capital property immediately prior to such exchange.
Exchange of Monarch Class A Shares – With Section 85 Election
A Resident Holder who is an Eligible Holder and who receives Yamana Shares pursuant to the Arrangement may
obtain a full or partial tax deferral in respect of the exchange of the Monarch Class A Shares by filing with the CRA
(and, where applicable, with a provincial tax authority) a joint election made by the Eligible Holder and Yamana under
subsection 85(1) of the Tax Act (or, in the case of a partnership, under subsection 85(2) of the Tax Act, provided all
members of the partnership jointly elect) and the corresponding provisions of any applicable provincial tax legislation
(collectively, a “Section 85 Election”).
The availability and extent of the deferral will depend on the Elected Amount (as defined below) designated and the
Resident Holder’s adjusted cost base of Monarch Class A Shares at the time of the exchange and is subject to the
Section 85 Election requirements being met under the Tax Act.
An Eligible Holder making a Section 85 Election will be required to designate an amount (the “Elected Amount”) in
the election form that will be deemed to be the proceeds of disposition of the Eligible Holder’s Monarch Class A
Shares at the time of exchange. In general, the Elected Amount may not be:
(a)

less than the aggregate of the Cash Consideration received by the Eligible Holder on the exchange;

(b)

less than the lesser of (i) the Eligible Holder’s adjusted cost base of the Monarch Class A Shares at the time
of the exchange, and (ii) the fair market value of the Monarch Class A Shares, at the time of the exchange;
or

(c)

greater than the fair market value of Monarch Class A Shares at the time of the exchange.

The Canadian federal income tax treatment to an Eligible Holder who properly makes a valid Section 85 Election
generally will be as follows:
(a)

the Eligible Holder will be deemed to have disposed of the Eligible Holder’s Monarch Class A Shares for
proceeds of disposition equal to the Elected Amount;

(b)

the Eligible Holder will not realize any capital gain or capital loss if the Elected Amount (subject to the
limitations described above and set out in the Tax Act) equals the aggregate of the Eligible Holder’s adjusted
cost base of Monarch Class A Shares at the time of the exchange and any reasonable costs of disposition;

(c)

to the extent that the Elected Amount exceeds the aggregate of the adjusted cost base of the Monarch Class
A Shares to the Eligible Holder and any reasonable costs of disposition, the Eligible Holder will in general
realize a capital gain; and

(d)

the aggregate cost to the Eligible Holder of Yamana Shares acquired as a result of the exchange will be equal
to the amount, if any, by which the Elected Amount exceeds the Cash Consideration received by the Eligible
Holder as a result of the exchange, and such cost will be averaged with the adjusted cost base of any other
Yamana Shares held by the Eligible Holder immediately prior to the exchange as capital property for the
purpose of determining thereafter the adjusted cost base of each Yamana Share held by such Eligible Holder.
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Yamana has agreed to make a Section 85 Election with an Eligible Holder at the amount determined by such Eligible
Holder, subject to the limitations set out in subsection 85(1) or subsection 85(2), as applicable, of the Tax Act (or any
applicable provincial tax legislation).
Procedure for Making a Section 85 Election
A tax instruction letter containing detailed requirements to make a Section 85 Election, will be promptly delivered by
email to an Eligible Holder that checks the appropriate box on the Letter of Transmittal, and provides an email address
in the appropriate place in the Letter of Transmittal. The Eligible Holder will have the option of submitting the
necessary information electronically (through a secure e-mail address) or manually (by mailing a manually completed
worksheet to an appointed representative, as directed by Yamana) within 60 days after the Effective Date. A special
purpose email address will be made available to Eligible Holders to assist with this process.
To make a Section 85 Election, an Eligible Holder will need to provide certain information to Yamana that must
include the number of Monarch Class A Shares transferred, the adjusted cost base of the Monarch Class A Shares
transferred, the applicable agreed amounts for the purposes of such election and other information necessary to
complete the Section 85 Election. Yamana shall, within 60 days after receiving the electronic or manual submission,
and subject to such submission being correct and complete and complying with requirements imposed under the Tax
Act (and any applicable provincial income tax law), sign and return a copy of a completed Section 85 Election to the
Eligible Holder for filing with the CRA (or the applicable provincial tax authority).
Each Eligible Holder is solely responsible for ensuring the Section 85 Election is completed correctly and filed with
the CRA (and any applicable provincial tax authority) by the required deadline. In its sole discretion, Yamana or any
successor corporation may choose to sign and return a joint election form received by it more than 60 days following
the Effective Date but will have no obligation to do so.
Neither Monarch, Yamana nor any successor corporation shall be responsible for the proper completion and filing of
any joint election form, except for the obligation by Yamana to sign and return the duly completed joint election forms
which are received within 60 days of the Effective Date. The Eligible Holder will be solely responsible for the payment
of any taxes, interest or penalties arising as a result of the failure of an Eligible Holder to properly or timely complete
and file such joint election forms in the form and manner prescribed by the Tax Act (or any applicable provincial
legislation).
Any Eligible Holder who does not ensure that information necessary to make a Section 85 Election has been
received by Yamana within the time period noted above may not be able to benefit from the tax deferral
provisions in subsections 85(1) or 85(2) of the Tax Act (or the corresponding provisions of any applicable
provincial tax legislation). Accordingly, all Eligible Holders who wish to make a Section 85 Election with
Yamana should give their immediate attention to this matter.
Dispositions of Yamana Shares or SpinCo Shares
The disposition or deemed disposition of Yamana Shares or SpinCo Shares by a Resident Holder will generally result
in a capital gain (or capital loss) equal to the amount by which the proceeds of disposition, net of any reasonable costs
of disposition, exceed (or are less than) the adjusted cost base to the Resident Holder of those shares immediately
before the disposition. See “Taxation of Capital Gains and Capital Losses” below for a general description of the
treatment of capital gains and capital losses under the Tax Act.
Dividends on Monarch Shares, Yamana Shares or SpinCo Shares
In the case of a Resident Holder who is an individual, dividends received or deemed to be received on their Monarch
Shares, Yamana Shares or SpinCo Shares will be included in computing the individual’s income and will be subject
to the gross-up and dividend tax credit rules normally applicable to taxable dividends received from taxable Canadian
corporations, including the enhanced dividend tax credit rules applicable to any dividends designated as “eligible
dividends”, as defined in the Tax Act.
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In the case of a Resident Holder that is a corporation, dividends received or deemed to be received on their Monarch
Shares, Yamana Shares or SpinCo Shares will be included in computing its income, but generally the corporation will
be entitled to deduct an equivalent amount in computing its taxable income. In certain circumstances, subsection 55(2)
of the Tax Act will treat a taxable dividend received by a Resident Holder that is a corporation as proceeds of
disposition or a capital gain.
Certain corporations, including a “private corporation” or a “subject corporation” (as defined in the Tax Act) may be
liable to pay a refundable tax under Part IV of the Tax Act on dividends received or deemed to be received on Monarch
Shares, SpinCo Shares or Yamana Shares to the extent that such dividends are deductible in computing taxable income.
Resident Holders that are corporations should consult their own tax advisors having regard to their own circumstances.
Taxation of Capital Gains and Capital Losses
One-half of any capital gain (a “taxable capital gain”) realized by a Resident Holder in a taxation year will be included
in the Resident Holder’s income for the year. Generally, one-half of any capital loss (an “allowable capital loss”)
realized by a Resident Holder in a year must be deducted against taxable capital gains realized in the year. Allowable
capital losses in excess of taxable capital gains realized in a taxation year may be carried back up to three taxation
years or carried forward indefinitely and deducted against net taxable capital gains in those other years, to the extent
and in the circumstances specified in the Tax Act.
If the Resident Holder is a corporation, the amount of any capital loss arising from a disposition or deemed disposition of
a Monarch Share, Monarch Class A Share, SpinCo Share, or Yamana Share may be reduced by the amount of certain
dividends received or deemed to be received by the corporation on such share, to the extent and under circumstances
specified by the Tax Act. Similar rules may apply where the corporation is a member of a partnership or a beneficiary of
a trust that owns such shares, or where a partnership or trust of which the corporation is a member or beneficiary is a
member of a partnership or a beneficiary of a trust that owns such shares. Resident Holders to whom these rules may be
relevant should consult their own tax advisors.
A Resident Holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may be liable to
pay an additional refundable tax on its “aggregate investment income” (as defined in the Tax Act), including amounts
in respect of net taxable capital gains.
Minimum Tax
Capital gains realized, and dividends received or deemed to be received by individuals and certain trusts may give rise
to minimum tax under the Tax Act.
Dissenting Monarch Shareholders
A Resident Holder who, as a result of the exercise of Dissent Rights is entitled to be paid the fair value of its
Monarch Shares by Monarch will be deemed to have received a dividend equal to the amount, if any, by which
the payment received (other than any portion of the payment that is interest awarded by a court) exceeds the “paidup capital” (determined for purposes of the Tax Act) attributable to such shares immediately before their surrender
to Monarch pursuant to the Arrangement. The amount of any such deemed dividend will be included in calculating
such dissenting Resident Holder’s income for the taxation year and will reduce the proceeds of disposition for
purposes of computing the dissenting Resident Holder’s capital gain or capital loss on the disposition of its
Monarch Share.
The dissenting Resident Holder will realize a capital gain (or capital loss) to the extent that the proceeds of disposition,
net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base of the Resident Holder’s
Monarch Shares.
Any such deemed dividend received, or capital gain or capital loss realized by a dissenting Resident Holder will
be treated in the same manner as described above under the headings “Dividends on Monarch Shares, Yamana
Shares or SpinCo Shares” and “Taxation of Capital Gains and Capital Losses”.
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Interest (if any) awarded by a court to a dissenting Resident Holder will be included in the holder’s income for
purposes of the Tax Act.
Holders Not Resident in Canada
The following portion of this summary is generally applicable to a Holder who, for purposes of the Tax Act, (i) has
not been and will not be resident or deemed to be resident in Canada at any time while they have held or will hold
Monarch Shares, SpinCo Shares or Yamana Shares, (ii) does not use or hold and is not deemed to use or hold its
Monarch Shares, SpinCo Shares or Yamana Shares in, or in the course of carrying on, a business in Canada, (iii) is
not a person who carries on an insurance business in Canada and elsewhere, and (iv) is not an “authorized foreign
bank” (as defined in the Tax Act) (a “Non-Resident Holder”). The following portion of this summary, other than
the portion under the heading “Holders Not Resident in Canada – Dissenting Monarch Shareholders”, applies to
Non-Resident Holders that are not Dissenting Monarch Shareholders.
Transfer of Monarch Shares and Dispositions of SpinCo Shares and Yamana Shares
A Non-Resident Holder will not be subject to tax under the Tax Act on the transfer of Monarch Shares to Yamana or
on the subsequent disposition of SpinCo Shares or Yamana Shares, unless the Monarch Shares, SpinCo Shares or
Yamana Shares, as the case may be, constitute “taxable Canadian property” to the Non-Resident Holder for purposes
of the Tax Act and the Non-Resident Holder is not entitled to relief under an applicable income tax treaty or
convention.
Generally, a Monarch Share, SpinCo Share and Yamana Share will not constitute taxable Canadian property of a NonResident Holder at the time of disposition provided that the particular share is listed on a “designated stock exchange”
for the purposes of the Tax Act (which currently includes the TSX), unless at any time during the 60-month period
immediately preceding the disposition,
(a)

25% or more of the issued shares of any class of the capital stock of the issuer were owned by or belonged to
any combination of (a) the Non-Resident Holder, (b) persons with whom the Non-Resident Holder did not
deal at arm’s length, and (c) partnerships in which the Non-Resident Holder or a person described in (b) holds
a membership interest directly or indirectly through one or more partnerships; and

(b)

more than 50% of the fair market value of the applicable shares was derived, directly or indirectly, from one
or any combination of real or immovable property situated in Canada, “Canadian resource property” (as
defined in the Tax Act), “timber resource property” (as defined in the Tax Act), or options in respect of,
interests in, or for civil law rights in such properties, whether or not such property exists.

In certain circumstances, a Non-Resident Holder’s shares may also be deemed to be taxable Canadian property for
purposes of the Tax Act. Non-Resident Holders should consult with their own tax advisors as to whether Monarch
Shares, SpinCo Shares or Yamana Shares constitute taxable Canadian property having regard to their particular
circumstances.
Even if the Monarch Shares, SpinCo Shares or Yamana Shares are taxable Canadian property to a Non-Resident
Holder, any taxable capital gain resulting from the disposition of such shares will not be included in computing the
Non-Resident Holder’s income for the purposes of the Tax Act if the shares constitute “treaty-protected property” as
defined in the Tax Act. The Monarch Shares, SpinCo Shares or Yamana Shares owned by a Non-Resident Holder will
generally be treaty-protected property if the gain from the disposition of the applicable shares would be exempt from
tax under the Tax Act pursuant to the provisions of an applicable income tax treaty.
A Non-Resident Holder whose Monarch Shares, SpinCo Shares or Yamana Shares, as the case may be, are “taxable
Canadian property” and are not “treaty protected property” and who does not make a Section 85 Election as discussed
below, will generally have the same tax considerations as those described above under the following sections of
“Holders Resident in Canada” – “Dispositions of Yamana Shares or SpinCo Shares” and “Taxation of Capital Gains
and Capital Losses”.
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Non-Resident Holders should consult with their own tax advisors for advice having regard to their particular
circumstances.
A Non-Resident Holder that is an Eligible Holder and who transfers their Monarch Shares to Yamana pursuant to the
Arrangement in exchange for Yamana Shares, the Cash Consideration and SpinCo Shares may make a Section 85
Election jointly with Yamana to obtain a full or partial deferral of the capital gain that would otherwise be taxable and
realized on the exchange depending on the Elected Amount and the Eligible Holder’s adjusted cost base of the
Monarch Shares at the time of the exchange. The procedure for making a Section 85 Election under the Tax Act is
generally described above for a Resident Holder under the heading “Holders Resident in Canada – Procedure for
Making a Section 85 Election”. In the case of Non-Resident Holders, the references in those sections to “Monarch
Class A Shares” should be read as “Monarch Shares”.
Non-Resident Holders should consult their own advisors with respect to the availability and advisability of
making a Section 85 Election.
Dividends on Monarch Shares, SpinCo Shares or Yamana Shares
Dividends paid, deemed to be paid, or credited on Monarch Shares, SpinCo Shares or Yamana Shares to a NonResident Holder will be subject to non-resident withholding tax under the Tax Act at a rate of 25% of the gross amount
of the dividend unless the rate is reduced by an applicable income tax treaty or convention. Under the Canada-United
States Tax Convention (1980), as amended (the “Canada-US Tax Treaty”), the withholding rate on any such
dividend beneficially owned by a Non-Resident Holder that is a resident of the United States for purposes of the
Canada-US Tax Treaty and entitled to the full benefits of such treaty is generally reduced to 15% (or 5% in the case
of a company beneficially owning at least 10% of the applicable company’s voting shares).
Dissenting Monarch Shareholders
A Non-Resident Holder who, as a result of the exercise of Dissent Rights, is entitled to be paid the fair value of its
Monarch Shares by Monarch will be deemed to have received a dividend equal to the amount, if any, by which such
payment (other than any portion of the payment that is interest awarded by a court) exceeds the “paid-up capital”
(determined for purposes of the Tax Act) attributable to such shares immediately before their surrender to Monarch
pursuant to the Arrangement. Any such deemed dividend will be subject to non-resident withholding tax under the
Tax Act at a rate of 25% of the gross amount of the dividend, unless the rate is reduced by an applicable income tax
treaty or convention.
A dissenting Non-Resident Holder will not be subject to tax under the Tax Act on any capital gain realized on the
disposition of its Monarch Shares unless such Monarch Shares are “taxable Canadian property” of the Non-Resident
Holder and the Non-Resident Holder is not entitled to relief under an applicable income tax treaty or convention. See
discussion above under the heading “Holders Not Resident in Canada – Transfer of Monarch Shares and Dispositions
of SpinCo Shares and Yamana Shares”. For purposes of computing the amount of any capital gain on the disposition
of the dissenting Non-Resident Holder’s Monarch Shares, the Non-Resident Holder’s proceeds of disposition will be
reduced by the amount of any deemed dividend received by the Non-Resident Holder as described in the immediately
preceding paragraph. The dissenting Non-Resident Holder will realize a capital gain (or capital loss) to the extent that
the proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base
of the Non-Resident Holder’s Monarch Shares.
Any such deemed dividend received or capital gain realized by a dissenting Non-Resident Holder will be treated in
the same manner as described above under the headings “ Holders Not Resident in Canada – Dividends on Monarch
Shares, Yamana Shares or SpinCo Shares ” a nd “ Holders Not Resident in Canada – Transfer of Monarch Shares
and Dispositions of SpinCo Shares and Yamana Shares”.
Interest (if any) awarded by a court to a dissenting Non-Resident Holder generally should not be subject to withholding
tax under the Tax Act.
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ELIGIBILITY FOR INVESTMENT
At the Effective Time the Monarch Class A Shares and the Yamana Shares will be a qualified investment under the
Tax Act and the regulations thereunder for trusts governed by registered retirement savings plans, registered retirement
income funds, registered education savings plans, registered disability savings plans, tax-free savings accounts
(collectively, “Registered Plans”) and deferred profit sharing plans (“DPSPs”) (all as defined in the Tax Act),
provided that in the case of the Monarch Class A Shares, Monarch is a “public corporation”, as defined in the Tax Act
and in the case of the Yamana Shares, such shares are listed on a “designated stock exchange” as defined in the Tax
Act (which includes the TSX) or Yamana is a “public corporation”, as defined in the Tax Act.
At the Effective Time the SpinCo Shares will be a qualified investment under the Tax Act and the regulations
thereunder for Registered Plans and DPSPs provided that the SpinCo Shares are then listed on a “designated stock
exchange” as defined in the Tax Act (which includes the TSX) or SpinCo is a “public corporation”, as defined in the
Tax Act. If the SpinCo Shares are not listed on a designated stock exchange at the Effective Time, SpinCo may qualify
as a “public corporation” provided that on or before the filing due date of SpinCo’s Canadian federal income tax return
for its first taxation year, SpinCo’s Shares are listed on a “designated stock exchange” (as defined in the Tax Act) and
SpinCo makes an election to be deemed to have been a public corporation from its date of incorporation. The making
of such an election would have the retroactive effect of making the SpinCo Shares a qualified investment for
Registered Plans and DPSPs on the Effective Date. SpinCo intends to list its shares and make such election.
Notwithstanding the foregoing, if the Monarch Class A Shares, Yamana Shares or SpinCo Shares are a “prohibited
investment” within the meaning of the Tax Act for a Registered Plan, the annuitant, holder or subscriber, as the case
may be (the “Controlling Individual”), of the Registered Plan, will be subject to a penalty tax under the Tax Act.
The Monarch Class A Shares, Yamana Shares and SpinCo Shares generally will not be a prohibited investment for a
Registered Plan provided the Controlling Individual of the Registered Plan: (i) deals at arm’s length with Monarch,
Yamana and SpinCo, as the case may be, for the purposes of the Tax Act; and (ii) does not have a “significant interest”
(as defined in the Tax Act for purposes of the prohibited investment rules) in Monarch, Yamana or SpinCo, as the
case may be. In addition, the Yamana Shares and SpinCo Shares will not be a prohibited investment if such shares are
“excluded property” (as defined in the Tax Act for purposes of the prohibited investment rules) for the Registered
Plan.
Monarch Shareholders who intend to hold Yamana Shares or SpinCo Shares in a Registered Plan or DPSP should
consult their own tax advisors in regard to the application of these rules in their particular circumstances.
CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
The following is a general discussion of certain U.S. federal income tax considerations relating to the Arrangement
and to the receipt of the Consideration by U.S. Holders (as defined below) pursuant to the Arrangement and to the
ownership and disposition of the Yamana Shares or SpinCo Shares (together with the Yamana Shares, the “New
Shares”) by such U.S. Holders following the Arrangement, in each case where such U.S. Holders hold the Monarch
Shares and the New Shares as capital assets within the meaning of section 1221 of the Code. This discussion is based
upon the provisions of the Code, Treasury regulations promulgated under the Code (the “Treasury Regulations”),
administrative rulings and court decisions in effect on the date hereof, all of which are subject to change, possibly
with retroactive effect, and to differing interpretations. No legal opinion from U.S. legal counsel or ruling from the
IRS has been requested, or is expected to be obtained, regarding the U.S. federal income tax consequences described
herein. This discussion is not binding on the IRS or any court, and there can be no assurance that the IRS will not take
a contrary position or that such a position would not be sustained by a court. This discussion also assumes that the
Arrangement is carried out as described in this Circular and that the Arrangement is not integrated with any other
transaction for U.S. federal income tax purposes.
The discussion does not constitute tax advice and does not address all of the U.S. federal income tax considerations
that may be relevant to specific U.S. Holders in light of their particular circumstances or to U.S. Holders subject to
special treatment under U.S. federal income tax law including:
x

banks, thrifts, mutual funds and other financial institutions;

x

regulated investment companies;
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x

traders in securities that elect to apply a mark-to-market method of accounting;

x

broker-dealers;

x

tax-exempt organizations and pension funds;

x

insurance companies;

x

dealers or brokers in securities or foreign currency;

x

individual retirement and other deferred accounts;

x

U.S. Holders whose functional currency is not the U.S. dollar;

x

U.S. expatriates;

x

U.S. Holders that own, directly, indirectly or constructively, five percent (5%) or more of the total voting
power or total value of all of the outstanding stock of Monarch (or who, following the Arrangement, will
own, directly, indirectly or constructively, five percent (5%) or more of the total voting power or total value
of all of the outstanding stock of Yamana or SpinCo);

x

PFICs or “controlled foreign corporations”;

x

persons liable for the alternative minimum tax;

x

holders that hold their shares as part of a straddle, hedging, conversion, constructive sale or other risk
reduction transaction;

x

holders other than U.S. Holders;

x

partnerships or other pass-through entities; and

x

holders, such as Monarch Optionholders, who received their shares through the exercise of employee stock
options or otherwise as compensation or through a tax-qualified retirement plan.

This discussion does not address any non-income tax considerations or any non-U.S., state or local tax consequences.
For purposes of this discussion, a U.S. Holder means a beneficial owner of Monarch Shares at the time of the
Arrangement or, as the context may require, a beneficial owner of the New Shares received as a result of the
Arrangement, that is:
x

an individual who is a citizen or resident of the United States, as determined for U.S. federal income tax
purposes;

x

a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) created or
organized in the United States or under the laws of the United States or any state thereof or the District of
Columbia;

x

an estate the income of which is includible in gross income for U.S. federal income tax purposes regardless
of its source; or

x

a trust if (1) a court within the United States is able to exercise primary supervision over the administration
of the trust and one or more U.S. persons have the authority to control all substantial decisions of the trust,
or (2) the trust has a valid election in effect under applicable U.S. Treasury regulations to be treated as a U.S.
person for U.S. federal income tax purposes.

If a partnership, including for this purpose any entity or arrangement that is treated as a partnership or other “passthrough” entity for U.S. federal income tax purposes, holds Monarch Shares at the time of the Arrangement or New
-89-

Shares after the Arrangement, the tax treatment of a partner in such partnership will generally depend upon the status
of the partner and the activities of the partnership. A shareholder that is a partnership and a partner (or other owner)
in such partnership is urged to consult its tax advisors about the U.S. federal income tax consequences of the
Arrangement and the ownership and disposition of New Shares.
INVESTORS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS AS TO THE U.S. FEDERAL
INCOME AND OTHER TAX CONSIDERATIONS RELATING TO THE RECEIPT, OWNERSHIP AND
DISPOSITION OF NEW SHARES IN LIGHT OF THEIR PARTICULAR CIRCUMSTANCES, AS WELL
AS THE EFFECT OF ANY STATE, LOCAL OR NON-U.S. TAX LAWS.
U.S. Federal Income Tax Consequences of the Receipt of the Consideration Pursuant to the Arrangement
Generally. The U.S. federal income tax consequences to a U.S. Holder of the receipt of the Consideration pursuant to
the Arrangement depend in part on whether the exchange of Monarch Shares for the Consideration is characterized as
a single, integrated transaction in which the Monarch Shares are disposed of for New Shares and cash or whether the
distribution of SpinCo Shares to Monarch Shareholders is treated as separate from the subsequent sale of Monarch
Shares to Yamana for Yamana Shares and cash. Monarch and Yamana intend, and for purposes of the following
discussion it is assumed, except as otherwise noted below, to take the position that the receipt of Consideration in
exchange for Monarch Shares will be characterized as a single, integrated transaction that qualifies as an exchange for
U.S. federal income tax purposes.
If the receipt of Consideration in exchange for Monarch Shares is considered a single, integrated transaction, a U.S.
Holder would generally recognize gain or loss equal to the difference, if any, between (i) the sum of the U.S. dollar
value of the cash and the fair market value of the New Shares received and (ii) such U.S. Holder’s adjusted tax basis
in the Monarch Shares surrendered in exchange therefor. Subject to the PFIC rules discussed below, such recognized
gain or loss would generally constitute capital gain or loss from sources within the United States, and would constitute
long-term capital gain or loss if the U.S. Holder’s holding period for the Monarch Shares exchanged is greater than
one year as of the date of the exchange. Certain non-corporate U.S. Holders are entitled to preferential tax rates with
respect to net long-term capital gains. The ability of a U.S. Holder to offset capital losses against ordinary income is
limited. A U.S. Holder’s basis in each of the Yamana Shares and the SpinCo Shares will be equal to the fair market
value of such shares. The holding period in such shares will begin on the day after the date of the Arrangement.
There can be no assurance, however, that that IRS would not challenge this treatment as a single transaction and seek
to treat the distribution of SpinCo Shares to Monarch Shareholders as separate from the subsequent sale of Monarch
Shares for Yamana Shares and cash. If such challenge were sustained, a U.S. Holder generally would be required to
treat the fair market values of the SpinCo Shares as a distribution by Monarch. A U.S. Holder would include such
distribution in gross income as a dividend (without reduction for any non-U.S. tax withheld from the distribution) to
the extent of Monarch’s current or accumulated earnings and profits (as determined for U.S. federal income tax
purposes). If such distribution to such U.S. Holder exceeds Monarch’s current and accumulated earnings and profits,
then to the extent of the excess, such distribution generally will be treated first as a non-taxable return of capital with
respect to a Monarch Share to the extent of such U.S. Holder’s adjusted tax basis in each such Monarch Share and
then as gain from the sale or exchange of each such Monarch Share. Such gain generally will be long-term capital
gain if such U.S. Holder held such Monarch Shares for more than one year at the time of disposition. Certain noncorporate U.S. Holders are entitled to preferential treatment for net long-term capital gains. Monarch has not
maintained and does not plan to maintain calculations of earnings and profits for U.S. federal income tax purposes.
As a result, a U.S. Holder will generally be required to include the entire amount of any such distribution in income
as a dividend. A U.S. Holder’s basis in the SpinCo Shares received as a dividend would be equal to the fair market
value of the SpinCo Shares on the date of distribution. The holding period in such shares would begin on the day after
the date of the Arrangement.
A distribution to a U.S. Holder with respect to a Monarch Share that is treated as a dividend generally will constitute
income from sources outside the United States and generally will be categorized for U.S. foreign tax credit purposes
as “passive category income” or, in the case of some U.S. Holders, as “general category income.” Distributions treated
as dividends that are received by certain non-corporate U.S. persons (including individuals) in respect of stock of a
non-U.S. corporation (other than a corporation that is, in the taxable year during which the distributions are made or
the preceding taxable year, a PFIC) that is a “qualified foreign corporation” generally qualify for a preferential tax
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rate (plus, potentially, additional tax discussed below under “— Net Investment Income Taxes”) so long as certain
holding period and other requirements are met. A qualified foreign corporation includes a foreign corporation that is
eligible for the benefits of a comprehensive income tax treaty with the United States which the United States Treasury
Department determines to be satisfactory for these purposes and which includes an exchange of information provision.
The United States Treasury Department has determined that the U.S. Treaty meets these requirements and Monarch
believes that it is eligible for the benefits of the U.S. Treaty. However, Monarch would not be a qualified foreign
corporation and the preferential tax rate would not be available if it is a PFIC for the current year or the preceding
taxable year. Monarch believes that (i) it is not likely to be treated as a PFIC for the prior taxable years and (ii) it is
likely to be treated as a PFIC for the current taxable year. See “— Passive Foreign Investment Company
Considerations”. If a dividend qualifies for the preferential rates, special rules apply for purposes of determining the
recipient’s investment income (which may limit deductions for investment interest) and foreign income (which may
affect the amount of U.S. foreign tax credit) and to certain extraordinary dividends. Each U.S. Holder that is a noncorporate taxpayer is urged to consult its own tax advisor regarding the possible applicability of the reduced tax rate
and the related restrictions and special rules.
Further, if the receipt of the Consideration is not treated as a single transaction and the transaction is treated as a
distribution of SpinCo Shares to Monarch Shareholders followed by a subsequent sale of Monarch Shares for Yamana
Shares and cash, a U.S. Holder would generally recognize gain or loss equal to the difference, if any, between (i) the
sum of the U.S. dollar value of the cash and the fair market value of the Yamana Shares received and (ii) such U.S.
Holder’s adjusted tax basis in the Monarch Shares surrendered in exchange therefor. Subject to the PFIC rules
discussed below, such recognized gain or loss would generally constitute capital gain or loss from sources within the
United States, and would constitute long-term capital gain or loss if the U.S. Holder’s holding period for the Monarch
Shares exchanged is greater than one year as of the date of the exchange. Certain non-corporate U.S. Holders are
entitled to preferential tax rates as net long-term capital gains. The ability of a U.S. Holder to offset capital losses
against ordinary income is limited. A U.S. Holder’s basis in the Yamana Shares would be equal to the fair market
value of the Yamana Shares. The holding period in such shares would begin on the day after the date of the
Arrangement.
Payments Related to Dissent Rights
For U.S. federal income tax purposes, U.S. Holders that receive a payment for their Dissent Shares pursuant to the
exercise of Dissent Rights will generally recognize gain or loss equal to the difference, if any, between (i) the sum of
the U.S. dollar value of the cash received and (ii) such U.S. Holder’s adjusted tax basis in the Dissent Shares
surrendered in exchange therefor. Subject to the rules relating to the receipt of foreign currency described below, such
recognized gain or loss would generally constitute capital gain or loss from sources within the United States, and
would constitute long-term capital gain or loss if the U.S. Holder’s holding period for the Dissent Shares exchanged
is greater than one year as of the date of the exchange. Certain non-corporate U.S. Holders are entitled to preferential
tax rates with respect to net long-term capital gains. The ability of a U.S. Holder to offset capital losses against ordinary
income is limited.
U.S. Federal Income Tax Consequences of the Ownership of the New Shares
Distributions with Respect to New Shares
General Taxation of Distributions. Subject to the rules discussed below under “— Passive Foreign Investment
Company Considerations”, a U.S. Holder that receives a distribution, including a constructive distribution, with
respect to the New Shares generally will be required to include the amount of such distribution in gross income as a
dividend (without reduction for any non-U.S. tax withheld from the distribution) to the extent of the current or
accumulated earnings and profits (as determined for U.S. federal income tax purposes) of Yamana or SpinCo, as
applicable. If such distribution to such U.S. Holder exceeds the current and accumulated earnings and profits of
Yamana or SpinCo, as applicable, then to the extent of the excess, such distribution generally will be treated first as a
non-taxable return of capital with respect to the SpinCo Share or Yamana Share, as the case may be, to the extent of
such U.S. Holder’s adjusted tax basis in each such New Share and then as gain from the sale or exchange of SpinCo
Share or Yamana Share, as the case may be. Neither Yamana nor SpinCo has maintained or plans to maintain
calculations of earnings and profits for U.S. federal income tax purposes. As a result, a U.S. Holder will generally be
required to include the entire amount of any such distribution in income as a dividend.
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A distribution to a U.S. Holder with respect to a New Share that is treated as a dividend generally will constitute
income from sources outside the United States and generally will be categorized for U.S. foreign tax credit purposes
as “passive category income” or, in the case of some U.S. Holders, as “general category income.” Distributions treated
as dividends that are received by certain non-corporate U.S. persons (including individuals) in respect of stock of a
non-U.S. corporation (other than a corporation that is, in the taxable year during which the distributions are made or
the preceding taxable year, a PFIC) that is a “qualified foreign corporation” generally qualify for a preferential tax
rate (plus, potentially, additional tax discussed below under “— Net Investment Income Taxes”) so long as certain
holding period and other requirements are met. A qualified foreign corporation includes a foreign corporation that is
eligible for the benefits of a comprehensive income tax treaty with the United States which the United States Treasury
Department determines to be satisfactory for these purposes and which includes an exchange of information provision.
The United States Treasury Department has determined that the current income tax treaty between the United States
and Canada, the U.S. Treaty, meets these requirements, and Yamana and SpinCo believe that it is eligible for the
benefits of the U.S. Treaty. However, Yamana or SpinCo, as applicable, would not be a qualified foreign corporation
if it is a PFIC for the year of the distribution or the preceding taxable year. See “— Passive Foreign Investment
Company Considerations”. Yamana does not believe that it was a PFIC for its previous taxable year, and does not
expect that it will be a PFIC for the current taxable year. SpinCo expects that it will be a PFIC for the current taxable
year. However, there can be no assurance that the IRS will not challenge the determination made by Yamana or SpinCo
concerning its PFIC status or that Yamana or SpinCo will not be a PFIC for the current taxable year or any subsequent
taxable year. If Yamana or SpinCo is not a qualified foreign corporation, a dividend paid by Yamana or SpinCo to a
U.S. Holder, including a U.S. Holder that is an individual, estate or trust, generally will be taxed at ordinary income
rates. If a dividend qualifies for the preferential rates (applicable to a dividend from a qualified foreign corporation),
special rules apply for purposes of determining the recipient’s investment income (which may limit deductions for
investment interest) and foreign income (which may affect the amount of U.S. foreign tax credit) and to certain
extraordinary dividends. Each U.S. Holder that is a non-corporate taxpayer is urged to consult its own tax advisor
regarding the possible applicability of the reduced tax rate and the related restrictions and special rules.
Disposition of New Shares
Upon a sale, exchange or other disposition of a New Share, a U.S. Holder generally will recognize gain or loss equal
to the difference between the amount realized on such sale, exchange or other disposition and such U.S. Holder’s tax
basis in such New Share. Subject to the PFIC rules (see “— Passive Foreign Investment Company Considerations”),
such gain or loss generally will be long-term capital gain or loss from sources within the United States if such U.S.
Holder’s holding period for such New Share was more than one year at the time of disposition. Certain non-corporate
U.S. Holders are entitled to preferential treatment for net long-term capital gains. The ability of a U.S. Holder to offset
capital losses against ordinary income is limited.
Receipt of Foreign Currency
A U.S. Holder that receives non-U.S. currency (i) in the Arrangement, (ii) as payments in respect of Dissent Shares,
(iii) from the sale, exchange or other disposition of a Monarch Share or New Share, or (iv) as a distribution, including
a constructive distribution, with respect to the New Shares, generally will realize an amount equal to the U.S. dollar
value of such non-U.S. currency translated at the spot rate of exchange on the settlement date of such distribution,
sale, exchange or other disposition if (i) such U.S. Holder is a cash basis or electing accrual basis taxpayer and the
Monarch Share or New Share (as applicable) is treated as being “traded on an established securities market” for this
purpose or (ii) such settlement date is also the date of such sale, exchange or other disposition. Such U.S. Holder
generally will have a basis in such non-U.S. currency equal to the U.S. dollar value of such non-U.S. currency on the
settlement or distribution date. Any gain or loss on a conversion or other disposition of such non-U.S. currency by
such U.S. Holder generally will be treated as ordinary income or loss from sources within the United States. Each U.S.
Holder is urged to consult its own tax advisor regarding the U.S. federal income tax consequences of receiving nonU.S. currency in cases not described in the first sentence of this paragraph.
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Passive Foreign Investment Company Considerations
Special U.S. federal income tax rules apply to U.S. persons owning shares of a PFIC. In general, a corporation
organized outside the United States is treated as a PFIC for U.S. federal income tax purposes in any taxable year in
which either (i) at least 75% of its gross income is “passive income” or (ii) on average at least 50% of the value of its
assets is attributable to assets that produce passive income or are held for the production of passive income. Passive
income for this purpose generally includes, among other things, dividends, interest, royalties, rents, and gains from
commodities transactions and from the sale or exchange of property that gives rise to passive income. In determining
whether a non-U.S. corporation is a PFIC, a pro rata portion of the income and assets of each corporation in which it
owns, directly or indirectly, at least a 25% interest (by value) generally is taken into account.
Based on their projected income, assets and activities, we believe that (i) Monarch is not likely to be treated as a PFIC
for the prior taxable years, (ii) Monarch is likely to be treated as a PFIC for the current taxable year, (iii) SpinCo is
likely to be treated as a PFIC for the current taxable year and may be treated as a PFIC for future years, and (iv)
Yamana is not likely to be treated as a PFIC for the current taxable year and prior taxable years. In the event either
Monarch, SpinCo or Yamana is classified as a PFIC in any year during which a U.S. Holder holds shares of Monarch,
SpinCo or Yamana, as applicable, it generally will continue to be treated as a PFIC as to such shareholder in all
succeeding years, regardless of whether it continues to meet the income or asset test discussed above. U.S. Holders
are urged to consult their own tax advisors regarding the U.S. federal income tax consequences of holding an interest
in a PFIC.
Distributions
In the event either Monarch, SpinCo or Yamana is treated as a PFIC with respect to a U.S. Holder, distributions by
Monarch, SpinCo or Yamana (as applicable) to such U.S. Holder (without reduction for any non-U.S. tax withheld
from the distribution), including the distribution of New Shares pursuant to the Arrangement, generally will be treated
as an “excess distribution” to the extent the distribution does not exceed its ratable portion of the “total excess
distribution” to such U.S. Holder for such taxable year. This determination is made with respect to a U.S. Holder on
a share-by-share basis, except that shares with the same holding period may be aggregated. The total excess
distribution to a U.S. Holder with respect to a share for a taxable year is generally the excess of (i) all distributions to
such U.S. Holder on such share during such taxable year over (ii) 125 percent of the average annual distributions to
such U.S. Holder on such share during the preceding three taxable years (or shorter period during which such U.S.
Holder held such share). The total excess distribution with respect to a share is deemed to be zero for the taxable year
in which such U.S. Holder’s holding period for such share begins. The tax payable by a U.S. Holder on an excess
distribution with respect to a share will be determined by allocating such excess distribution ratably to each day of
such U.S. Holder’s holding period for such share. The amount of excess distribution allocated to the taxable year of
such distribution will be included as ordinary income for the taxable year of such distribution. The amount of excess
distribution allocated to any other period included in such U.S. Holder’s holding period cannot be offset by any net
operating losses of such U.S. Holder and will be taxed at the highest marginal rates applicable to ordinary income for
each such period and, in addition, an interest charge will be imposed on the amount of tax so derived for each such
period. Furthermore, only the portion of any excess distribution includable in income in the taxable year of such
distribution will be taken into account in determining the amount of the total excess distribution for any subsequent
taxable year.
To the extent a distribution to a U.S. Holder is not treated as an excess distribution, such U.S. Holder generally will
be required to include the amount of such distribution in gross income as a dividend pursuant to the rules discussed
above under “U.S. Federal Income Tax Consequences of the Ownership of the New Shares — Distributions with
Respect to New Shares.”
Sale, Exchange or Other Disposition of Shares
A U.S. Holder generally will recognize gain or loss for U.S. federal income tax purposes upon the sale, exchange or
other disposition (including, without limitation, gain with respect to certain transfers upon death, gifts and pledges) of
a New Share in an amount equal to the difference, if any, between the amount realized on the sale, exchange or other
disposition and such U.S. Holder’s adjusted tax basis in such share. Any such gain generally will be treated as an
excess distribution subject to the tax consequences relating to an excess distribution described above under “— Passive
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Foreign Investment Company Considerations — Distributions.” Any such loss generally will be treated as a capital
loss. The deductibility of capital losses is subject to limitations.
Qualified Electing Fund Election
In the event that SpinCo or Yamana were to be treated as a PFIC, the tax consequences described above in “—Passive
Foreign Investment Company Considerations—Distributions” and “—Passive Foreign Investment Company
Considerations—Sale, Exchange or Other Disposition of Shares” relating to distributions from a PFIC and gain on
the disposition of shares in a PFIC generally would not apply if a QEF election were available and a U.S. Holder had
validly made such an election as of the beginning of such U.S. Holder’s holding period for the New Shares, as the
case may be. In such event, such U.S. Holder generally would be required to include in income on a current basis such
U.S. Holder’s pro rata share of SpinCo or Yamana’s ordinary income and net capital gains in each taxable year in
which SpinCo or Yamana was a PFIC. A QEF election would be available to a U.S. Holder, however, only if SpinCo
or Yamana provides such U.S. Holder with certain information. There can be no assurance that SpinCo or Yamana
will provide U.S. Holders with the required information and U.S. Holders should assume that a QEF election will not
be available.
Mark-To-Market Election
The tax consequences relating to excess distributions described above under “—Passive Foreign Investment Company
Considerations — Distributions” and “— Passive Foreign Investment Company Considerations — Sale, Exchange or
Other Disposition of Shares” generally will not apply if a “mark-to-market” election is available and a U.S. Holder
validly has made such an election as of the beginning of such U.S. Holder’s holding period for a New Share, as the
case may be. If such election is made, distributions with respect to a New Share and gain on the sale, exchange or
other disposition of a New Share will not be treated as excess distributions to such U.S. Holder. Instead, such U.S.
Holder generally would be required to take into account the difference, if any, between the fair market value of, and
its adjusted tax basis in, such New Share at the end of each taxable year in which SpinCo or Yamana, as applicable,
is a PFIC as ordinary income or, to the extent of any net mark-to-market gains previously included in income, ordinary
loss, and to make corresponding adjustments to the tax basis in such New Share. In addition, any gain from a sale,
exchange or other disposition of a Monarch Share or New Share in a taxable year in which SpinCo or Yamana, as
applicable, is a PFIC would be treated as ordinary income, and any loss from such sale, exchange or other disposition
would be treated first as ordinary loss to the extent of any net mark-to-market gains previously included in income
and thereafter as capital loss. A mark-to-market election is available to a U.S. Holder with respect to a New Share
only if such share is considered to be “marketable stock”. Generally, stock is considered to be marketable stock if it
is “regularly traded” on a “qualified exchange” within the meaning of applicable U.S. Treasury regulations. A class
of stock is regularly traded during any calendar year during which such class of stock is traded, other than in de
minimis quantities, on at least 15 days during each calendar quarter. A non-U.S. securities exchange constitutes a
qualified exchange if it is regulated or supervised by a governmental authority of the country in which the securities
exchange is located and meets certain trading, listing, financial disclosure and other requirements set forth in U.S.
Treasury regulations. The Yamana Shares are listed on the TSX (symbol: YRI). The SpinCo Shares are not currently
listed. While it is intended that an application to list the SpinCo Shares will be made, there can be no assurance as to
if, or when, the SpinCo Shares will be listed or traded. Each U.S. Holder is urged to consult its own tax advisor with
respect to the availability and tax consequences of a mark-to-market election with respect to a New Share.
Net Investment Income Taxes
In addition to regular U.S. federal income tax, certain U.S. Holders that are individuals, estates or trusts are subject to
a 3.8% tax on all or a portion of their “net investment income,” which may include all or a portion of their income
arising from a distribution with respect to Monarch Shares or New Shares and net gain from the sale, exchange or
other disposition of Monarch Shares or New Shares. Each U.S. Holder is urged to consult its own tax advisor regarding
the application of this tax.
Backup Withholding and Information Reporting
Under certain circumstances, information reporting and/or backup withholding may apply to U.S. Holders with respect
to the Consideration received pursuant to the Arrangement or distributions made on or proceeds from the sale,
-94-

exchange or other disposition of New Shares, unless an applicable exemption is satisfied. Backup withholding is not
an additional tax. Any amounts withheld under the backup withholding rules generally will be allowed as a refund or
a credit against a U.S. Holder’s U.S. federal income tax liability if the required information is furnished by the U.S.
Holder on a timely basis to the IRS.
A U.S. Holder who owns New Shares during any taxable year in which SpinCo or Yamana, as applicable is treated as
a PFIC with respect to such U.S. Holder generally would be required to file statements with respect to such shares on
IRS Form 8621 with their U.S. federal income tax returns. Failure to file such statements may result in the extension
of the period of limitations on assessment and collection of U.S. federal income taxes.
Disclosure Requirements for Specified Foreign Financial Assets
Individual U.S. Holders (and certain U.S. entities specified in U.S. Treasury Department guidance) who, during any
taxable year, hold any interest in any “specified foreign financial asset” generally will be required to file with their
U.S. federal income tax returns certain information on IRS Form 8938 if the aggregate value of all such assets exceeds
certain specified amounts. “Specified foreign financial asset” generally includes any financial account maintained
with a non-U.S. financial institution and may also include New Shares if they are not held in an account maintained
with a financial institution. Substantial penalties may be imposed, and the period of limitations on assessment and
collection of U.S. federal income taxes may be extended, in the event of a failure to comply. U.S. Holders are urged
to consult their own tax advisors as to the possible application to them of this filing requirement.
INFORMATION CONCERNING MONARCH
Monarch is an emerging gold mining company focused on pursuing growth through its large portfolio of quality
projects in the Abitibi mining camp, in Québec, Canada. Monarch currently owns over 315 km² of gold properties in
the Abitibi mining camp in Québec, Canada, including the Wasamac Property, the Beaufor Mine, the Croinor Property,
the McKenzie Property, the Swanson Property and the Camflo Property. Monarch also owns the fully permitted and
functional the Camflo mill and the Beacon Mill.
Additional information with respect to the business and affairs of Monarch is attached to this Circular as Appendix E.
INFORMATION CONCERNING SPINCO
SpinCo was incorporated under the CBCA on November 11, 2020 for the purposes of the Arrangement. SpinCo is
currently a private company and a wholly-owned subsidiary of Monarch. The head and registered offices of SpinCo
are located at 68, Avenue de la Gare, Suite 205, Saint-Sauveur, Québec, J0R 1R0. Pursuant to the Arrangement,
Monarch will sell and transfer the SpinCo Assets, including the SpinCo Properties, to SpinCo and assign to SpinCo
all of the SpinCo Liabilities. Upon completion of the Arrangement, SpinCo expects that it will become a reporting
issuer in British Columbia, Alberta, Ontario and Québec.
The SpinCo Shares are not currently listed. SpinCo has applied to have the SpinCo Shares listed on the TSX. Listing
is subject to the approval of the TSX in accordance with its original listing requirements. The TSX has not
conditionally approved SpinCo's listing application and there is no assurance that the TSX will approve the listing of
the SpinCo Shares. There can be no assurance as to if, or when, the SpinCo Shares will be listed or traded on any stock
exchange.
Information relating to SpinCo following completion of the Arrangement is contained in Appendix F to this Circular.
INFORMATION CONCERNING YAMANA
Yamana is a Canadian-based precious metals producer with significant gold and silver production, development stage
properties, exploration properties, and land positions throughout the Americas, including Canada, Brazil, Chile and
Argentina. Yamana plans to continue to build on this base through expansion and optimization initiatives at existing
operating mines, development of new mines, the advancement of its exploration properties and, at times, by targeting
other consolidation opportunities with a primary focus in the Americas.
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Additional information with respect to the business and affairs of Yamana is attached to this Circular as Appendix I.
INFORMATION CONCERNING YAMANA FOLLOWING THE ARRANGEMENT
On completion of the Arrangement, Yamana will own all of the outstanding shares of Monarch and, pursuant to the
Arrangement, Monarch Shareholders will own 100% of SpinCo, the entity resulting from the Spin-Out of certain of
Monarch’s mineral properties and other assets and liabilities not acquired by Yamana. After completion of the
Arrangement, the business and operations of Monarch will be managed and operated as a subsidiary of Yamana.
Information relating to the business and affairs of Yamana following the Arrangement is attached to this Circular as
Appendix J.
PARTICULARS OF MATTERS TO BE ACTED UPON AT THE MEETING
The Arrangement Resolution
At the Meeting, Monarch Shareholders will be asked to consider and, if thought advisable, to pass, the Arrangement
Resolution to approve the Arrangement under the CBCA pursuant to the terms of the Arrangement Agreement and
the Plan of Arrangement. The Arrangement, the Plan of Arrangement and the terms of the Arrangement Agreement
are summarized below. This summary does not purport to be complete and is qualified in its entirety by reference to
the Arrangement Agreement, which has been filed by Monarch under its profile on SEDAR at www.sedar.com, and
the Plan of Arrangement, which is attached as Schedule A to the Arrangement Agreement and is also attached to this
Circular as Appendix B.
In order for the Arrangement to become effective, the Arrangement Resolution must be approved by (i) at least 66⅔%
of the votes cast by the Monarch Securityholders present virtually or represented by proxy and entitled to vote at the
Meeting, voting together as a single class, and (ii) a simple majority of the votes cast by Monarch Shareholders present
virtually or represented by proxy and entitled to vote at the Meeting, excluding Monarch Shares held by any “interested
party”, any “related party” of an “interested party” or any “joint actor” of the foregoing (as such terms are defined
under MI 61-101), which also satisfies the TSX requirement that the Arrangement be approved by the Monarch
Shareholders without taking into account the votes of Monarch Optionholders. A copy of the Arrangement Resolution
is set out in Appendix A of this Circular.
Unless otherwise directed, it is management’s intention to vote FOR the Arrangement Resolution. If you return a
signed proxy form or VIF and do not specify how you want your Monarch Shares and/or Monarch Options, as
applicable, voted, the persons named as proxyholders will cast the votes represented by your proxy at the Meeting
FOR the Arrangement Resolution.
Presentation of Financial Statements
The Monarch Annual Financial Statements and the external auditors’ report thereon will be presented to the Meeting
but will not be subject to a vote. The Monarch Annual Financial Statements and Monarch Annual MD&A have been
filed by Monarch under its profile on SEDAR at www.sedar.com.
Election of Directors
Monarch’s articles of incorporation specify that the Monarch Board may be composed of a minimum of three and a
maximum of twelve directors. Monarch’s general by-laws specify that the directors are elected by the shareholders at
the annual meeting of Monarch and remain in office, regardless of whether their term has expired, until they resign,
are removed or replaced, or until they become disqualified. A director whose term of office ends may be re-elected.
Monarch’s management deems that all proposed nominees will be capable of acting as directors. Monarch’s
management has not been notified of any proposed nominee who no longer wishes to serve in this capacity. The proxy
form or the VIF does not grant a discretionary power to elect a director of Monarch unless a proposed nominee is
designated in the Circular.
A majority vote policy is in effect for purposes of electing director nominees. Please refer to the Circular under the
heading “The Monarch Board” for additional information on the majority vote policy in effect.
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The Monarch Board proposes the following six individuals as nominees for directorship. Each of the nominees
proposed by the Monarch Board is presently a director of Monarch:
1.
2.
3.
4.
5.
6.

Michel Bouchard
Yohann Bouchard
Guylaine Daigle
Laurie Gaborit
Jean-Marc Lacoste
Christian Pichette

Please refer to the Circular under the heading “The Monarch Board” for additional biographical notes of each of the
proposed nominees.
Unless otherwise directed, it is management’s intention to vote FOR the election of the proposed nominees for
directorship listed above. If you return a signed proxy form or VIF and do not specify how you want your Monarch
Shares voted, the persons named as proxyholders will cast the votes represented by your proxy at the Meeting FOR
the election of the proposed nominees for directorship listed above.
Appointment of External Auditors and Authorization Given to Directors to Set Their Compensation
The external auditors of Monarch are KPMG. KPMG has been the external auditors of Monarch since November 22,
2011.
The Audit Committee and the Monarch Board recommend that the mandate of KPMG be renewed until Monarch’s
next annual meeting of shareholders or until a successor is nominated. To be validly adopted, the resolution concerning
the renewal of KPMG’s mandate must be adopted by a simple majority of the votes cast by the Monarch Shareholders
present virtually or represented by proxy and entitled to vote at the Meeting. The proxy form or the VIF does not grant
a discretionary power to appoint the auditor of Monarch.
The approval of the Monarch Shareholders will also authorize the Monarch Board to set the external auditors’
compensation.
Unless otherwise directed, it is management’s intention to vote FOR the appointment of KPMG as external auditors
of Monarch until the adjournment of the next annual meeting of shareholders and authorize the directors to set their
compensation. If you return a signed proxy form or VIF and do not specify how you want your Monarch Shares voted,
the persons named as proxyholders will cast the votes represented by your proxy at the Meeting FOR the appointment
of KPMG as external auditors of Monarch until the adjournment of the next annual meeting of shareholders and
authorize the directors to set their compensation.
THE MONARCH BOARD
Biographical Notes
The following table provides certain information concerning each proposed nominee for directorship: name, province,
country of residence, position held, as the case may be, with Monarch. It also provides the position held with the
committees of the Monarch Board, the month and year in which the nominee became a director of Monarch, the
nominee’s current principal occupation, business or employment and the number of securities of each class of voting
securities of Monarch that the nominee beneficially owns, controls or directs, directly or indirectly, as at the date of
the Circular.
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Jean-Marc Lacoste
Québec, Canada
President and Chief Executive Officer of
Monarch since October 2012
Director of Monarch since April 2012
Not Independent
Number of Monarch Shares held:
4,210,000(1)

Mr. Jean-Marc Lacoste earned his Bachelor’s degree in Economics from
McGill University in Montréal. In 1993, Mr. Lacoste started a career in
finance at the Montréal Stock Exchange where he worked for National Bank
Financial and, subsequently, Merrill Lynch Canada Inc. In 2000 he left
Montréal for Toronto to join Northland Power Inc., a wind power energy
corporation, as Vice President of Acquisitions. He returned to Montréal in
2002 where he joined the boards of a few public and private corporations.
From October 2004 to December 2010, he played a major role in Golden
Goose Resources Inc., a corporation principally engaged in mineral
exploration and acquisition, where he became President, Chief Executive
Officer and Chairman of the board of directors. Since December 2010, he is
the President of Lacoste International Inc., a holding corporation specialized
in the management of corporations.

Michel Bouchard
Québec, Canada
Director of Monarch since December 2012
Chairman of the Monarch Board since July
2016
Member of the Audit Committee
Independent
Number of Monarch Shares held: 702,060(2)

Mr. Michel Bouchard, has been involved in the exploration, development
and production aspects of the mining sector for over 30 years, bringing a
wealth of knowledge and experience. He has been a Director and Senior
Officer of several public corporations in the mining sector. Mr. Bouchard
was President and Chief Executive Officer of Clifton Star Resources Inc., a
corporation specialized in the mining sector, from November 2011 to April
2016, Vice President, Exploration and Development for North American
Palladium Ltd., a corporation specialized in the mining sector, from May
2009 to November 2011, and President and Chief Executive Officer of
Cadiscor Resources Inc., a mining corporation, from May 2006 to May 2009.
Mr. Bouchard is also a Director of Cartier Resources Inc. since May 2013, a
Director of Sirios Resources Inc. since September 2016, and was director of
First Mining Gold Corp. (previously known as First Mining Finance Corp.)
from April 2016 to April 2020, all corporations specialized in the mining
sector. Mr. Bouchard is a geologist and earned a Bachelor’s and Master’s
degree in Geology from the Université de Montréal and a Master of Business
Administration (MBA) from HEC Montréal.

Yohann Bouchard,
Ontario, Canada
Director of Monarch since June 2020
Independent
Number of Monarch Shares held: 210,000

Mr. Bouchard is currently Senior Vice President, Operations of Yamana
Gold Inc. He joined Yamana in October 2014. Mr. Bouchard has obtained
progressively more technical and operating experience over a 24-year career
in mining with a particular focus on underground and open pit operations.
Prior to joining Yamana, Mr. Bouchard occupied key operating and
technical positions with Primero Mining Corporation, IAMGOLD
Corporation, Breakwater Resources Ltd. and Cambior Inc. Mr. Bouchard
oversaw precious and base metal operations in the Americas and in Africa.
Mr. Bouchard holds a Bachelor of Mining Engineering degree from École
Polytechnique of Montréal. He is registered as a professional engineer with
Professional Engineers Ontario.

Guylaine Daigle
Québec, Canada
Director of Monarch since April 2020
Chair of the Audit Committee
Member of the Compensation Committee
Independent
Number of Monarch Shares held: Nil

Guylaine Daigle has over 25 years of experience in financial management,
primarily in the mining industry. Ms. Daigle has been Vice President,
Finance and a shareholder of G4 Drilling Ltd. (diamond drilling company),
CCL Drilling (1993) Inc. (drilling and blasting company) and G4 R&D Inc.
(machine shop specializing in drilling and forestry) since December 2006.
Previously, she held financial management positions with Deloitte, RossFinlay 2000 Inc. and McWatters Mines Inc. as well as auditor positions with
accounting firms. Ms. Daigle is a shareholder and director of the Val-d’Or
Foreurs and a director of Fondation du Centre Hospitalier de Val-d’Or. She
is a chartered accountant and a member of the Ordre des comptables
professionnels agréés du Québec (Québec CPA Order) and holds a
Bachelor’s degree in Accounting Sciences from the Université du Québec
en Abitibi-Témiscamingue.

Laurie Gaborit
Ontario, Canada
Director of Monarch since October 2019
Independent
Number of Monarch Shares held: 124,400

Ms. Laurie Gaborit holds a Bachelor of Science in geology (Hons.) from
Concordia University. She has over 20 years of investor relations and
corporate communications experience in the mining industry. Ms. Gaborit
started her career as a geologist for Aur Resources, Cambior, and Romarco
Minerals. From 1999 to 2005 she held the position of Manager, Investor
Relations for Rio Narcea Gold Mines and from 2005 to 2006 she held the
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position of Vice President, Investor Relations and Corporate Secretary for
High River Gold Mines. From 2006 to 2007 she provided strategic investor
relations and corporate communications services to a number of junior
mining companies. In January 2007, Ms. Gaborit joined Detour Gold
Corporation a mid-tier Canadian gold mining company where she held the
position of Vice President, Investor Relations from January 2017 to June
2019. As a key member of Detour Gold’s management team, she participated
in Monarch’s initial public offering in 2007 and its transformation from
exploration company to intermediate gold producer within a seven-year
period, during which time Detour Gold’s market capitalization increased
from $120 million to over $3 billion. Ms. Gaborit is on the Board of the nonprofit Canadian Investor Relations Institute (CIRI). In 2019, she was the
recipient of the CIRI Belle Mulligan Award for Leadership in Investor
Relations. Since December 2019, she is a member of the Board of Directors
Gold Terra Resources Corp.
Christian Pichette
Québec, Canada
Director of Monarch since June 2014
President of the Human Resources,
Compensation and Nomination Committee
Member of the Audit Committee
Independent
Number of Monarch Shares held: 650,000

Mr. Christian Pichette earned a Bachelor’s degree in Mining Engineering
and a master’s degree in Rock Mechanics from École Polytechnique de
Montréal. He has over 35 years of experience in the mining industry. Mr.
Pichette has held managerial positions with many Canadian corporations,
including Placer Dome Inc., TVX Gold Inc., Barrick Gold Corporation and
Cambior Inc. From September 2005 to May 2012, he held the position of
Vice President Operations at Richmont Mines Inc., a mining exploration and
production corporation, and from May 2012 to December 2013, he served
as Executive Vice President and Chief Operating Officer of this corporation.
Since May 2015, Mr. Pichette has also been a member of the Investment
Committee - Mining Sector of the Fonds de solidarité des travailleurs du
Québec (F.T.Q.).

Notes:
(1)
(2)

Mr. Lacoste personally holds 460,000 Monarch Shares and 3,750,000 Monarch Shares through a registered retirement savings plan.
Mr. Michel Bouchard personally holds 609,060 Monarch Shares and 93,000 Monarch Shares through a registered retirement
savings plan.

Members of the Monarch Board do not have direct information on the Monarch Shares beneficially owned by the
afore mentioned individuals or over which they exercise control or direction. Such information was provided by the
proposed nominees for directorship on an individual basis.
Majority Voting Policy
The Monarch Board adopted the Majority Voting Policy pursuant to which, in an uncontested election of directors, if
a nominee for election as a director receives a greater number of votes “withheld” than votes “for”, with respect to
the election of directors by shareholders, he or she must immediately tender his or her resignation to the Monarch
Board following the shareholders’ meeting at which the election took place. The Monarch Board will determine
whether to accept the resignation in question and announce such decision and the reasons for its decision in a press
release to be issued within 90 days following the meeting of Monarch Shareholders, a copy of which must be provided
to the TSX.
Unless there are exceptional circumstances, the Monarch Board will accept the resignation. Subject to any corporate
law restrictions, the Monarch Board may (i) leave a vacancy in the Monarch Board unfilled until the next annual
general meeting, (ii) fill the vacancy by appointing a new director who the Monarch Board considers to merit the
confidence of the Monarch Shareholders, or (iii) call a special meeting of Monarch Shareholders to consider new
Monarch Board nominee(s) to fill the vacant position(s).
In the event that a director refuses to tender his or her resignation in accordance with this policy, he or she will not be
re-nominated for election by the Monarch Board.
The Majority Voting Policy does not apply if the director’s election is contested.
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Cease Trade Orders, Bankruptcies and Penalties and Sanctions
To the knowledge of the members of the Monarch Board and based on the information provided by the proposed
nominees for directorship, none of these nominees:
(a)

is, as at the date of the Circular, or has been, within ten years before this date, a director, chief executive
officer or chief financial officer of any corporation, including Monarch, which has been subject to one of the
following orders:
(i)

a cease trade order, an order similar to a cease trade order or an order that denied the relevant
corporation access to any exemption under securities legislation, that was in effect for a period of
more than 30 consecutive days, while the proposed nominee was acting in the capacity as director,
chief executive officer or chief financial officer; or

(ii)

a cease trade order, an order similar to a cease trade order or an order that denied the relevant
corporation access to any exemption under securities legislation, that was in effect for a period of
more than 30 consecutive days, after the proposed nominee ceased to be a director, chief executive
officer or chief financial officer and which resulted from an event that occurred while the proposed
nominee exercised these duties;

(b)

is, as at the date of the Circular, or has been within ten years before this date, a director or executive officer
of any corporation, including Monarch, that, while that person was acting in that capacity, or within a year
of that proposed nominee ceasing to act in that capacity, became bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement
or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets; or

(c)

has, within the ten years before the date of the Circular, become bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings,
arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold
the assets of the proposed nominee; or

(d)

has been imposed any penalties or sanctions by a court relating to securities legislation or by a securities
regulatory authority or has entered into a settlement agreement with a securities regulatory authority nor has
been imposed any penalties or sanctions by a court or regulatory body that would likely be considered
important to a reasonable securityholder in deciding whether to vote for a proposed nominee for directorship.

Approval of the SpinCo Option Plan
As the Monarch Option Plan will not carry forward to SpinCo, and in contemplation of the successful completion of
the Arrangement, Monarch Shareholders will be asked to consider and, if deemed advisable, approve the SpinCo
Option Plan and all unallocated stock options under the SpinCo Option Plan (the “SpinCo Options”) at the Meeting,
subject to the Arrangement Resolution first being approved.
The SpinCo Option Plan is a rolling stock option plan pursuant to which the aggregate number of SpinCo Shares that
may be issuable, subject to adjustment as provided in the SpinCo Option Plan, combined with all of SpinCo’s other
securities-based compensation arrangements, including the SpinCo RSU Plan, shall not exceed 10% of the issued and
outstanding SpinCo Shares.
As of the date of the Circular, no SpinCo Options have been granted nor have any other rights or securities to purchase
SpinCo Shares been issued by SpinCo. If approved, the SpinCo Option Plan will be implemented if and when the
SpinCo Shares are listed on the TSX or another stock exchange. The SpinCo Board does not intend to grant any
SpinCo Options prior to the listing of the SpinCo Shares on the TSX or other stock exchange.
For the purposes of the SpinCo Option Plan description, unless otherwise defined herein, capitalized terms used
hereinafter shall have the meanings ascribed thereto in the SpinCo Option Plan, a copy of which is attached hereto as
Appendix G.
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The material terms of the SpinCo Option Plan are as follows:
1.

Employees, officers, Directors or Consultants of SpinCo or any subsidiary thereof, and persons employed
to perform investor relations activities for an initial, renewable or extended period of twelve months or
more (the “Eligible Participants”) are eligible to receive Stock Options under the SpinCo Option Plan.

2.

Subject to adjustment as provided in the SpinCo Option Plan, the aggregate number of SpinCo Shares that
may be issuable pursuant to the SpinCo Option Plan combined with all of SpinCo’s other securities-based
compensation arrangements, including SpinCo’s restricted share unit plan, shall not exceed 10% of the
issued and outstanding SpinCo Shares.

3.

The SpinCo Board may, in its sole discretion, determine to which Eligible Participants Stock Options will
be granted and the number of SpinCo Shares reserved for issuance pursuant to the Stock Options.

4.

The number of SpinCo Shares issued to any one Eligible Participant within any one-year period, and
issuable to any one Eligible Participant at any time, pursuant to the SpinCo Option Plan combined with all
of SpinCo’s other securities-based compensation arrangements, including the SpinCo RSU Plan, shall not,
in aggregate, exceed 5% of the total number of issued and outstanding SpinCo Shares. Moreover, the
number of SpinCo Shares issued to Insiders within any one-year period, and issuable to Insiders at any
time, pursuant to all securities-based compensation mechanisms, including the SpinCo Option Plan and the
SpinCo RSU Plan, may not exceed 10% of the total number of issued and outstanding SpinCo Shares.

5.

The maximum annual grant date value of awards issued to non-employee directors, pursuant to all
securities-based compensation mechanisms, including the SpinCo Option Plan and the SpinCo RSU Plan,
is $150,000 of which no more than $100,000 may be issued in the form of Stock Options.

6.

Subject to provisions of the SpinCo Option Plan, the Expiry Date of a Stock Option shall be the
10th anniversary of the Date of Grant unless a shorter period of time is otherwise set by the SpinCo Board
and set forth in the Notice of Grant at the time the particular Stock Option is granted.

7.

The Expiry Date of any Stock Options that expires during a black-out period will be extended for a period
of ten Business Days following the end of such a black-out period.

8.

The Vesting Dates of the Stock Options shall correspond to the vesting periods determined by the SpinCo
Board at the time of the grant of such Stock Options, as set out in the Notice of Grant.

9.

The Exercise Price of the SpinCo Shares underlying such Stock Options corresponds to the market price of
the SpinCo Shares at the closing of the TSX on the exchange day immediately preceding the Date of Grant,
or if no SpinCo Shares were negotiated on this day, the arithmetic average of the last bid and ask prices of
the SpinCo Shares on the TSX.

10.

Stock Options (and any rights thereunder) shall be non-assignable and non-transferable unless by legacy or
inheritance. Stock Options may be exercised only by the Optionholder’s legal representative within the first
year following the Optionholder’s death.

11.

The Expiry Date of a Stock Option held by an Optionholder that became vested prior to his or her death
shall be the earlier of:

12.

i)

The Expiry Date shown on the relevant Notice of Grant; or

ii)

one year following the Optionholder’s death.

Should a person employed to perform investor relations activities cease to be an Eligible Participant for any
reason other than death (such as by reason of disability, resignation, dismissal or termination of contract),
then the Expiry Date of its Stock Options vested at the latest on the date such person ceases to be an Eligible
Participant (the “Date of Termination of Investor Relations Activities”), shall be the earlier of:
i)

The Expiry Date shown on the relevant Notice of Grant; or

-101-

ii)
13.

30 days from the Date of Termination of Investor Relations Activities.

Should a person cease to be an Eligible Participant for any reason other than death or the termination of
investor relations activities (such as by reason of disability, resignation, dismissal or termination of
contract), then the Expiry Date of its Stock Options vested at the latest on the date such person ceases to be
an Eligible Participant (the “Termination Date”), shall be the earlier of:
i)

The Expiry Date shown on the relevant Notice of Grant; or

ii)

one year from the Termination Date.

14.

Notwithstanding anything to the contrary in the provisions of Plan, if an Eligible Participant who is an
Employee or Consultant of SpinCo, or any of its subsidiaries, is terminated for cause (serious reason, as
referenced in Article 2094 of the Civil Code of Québec), all Stock Options held by such Eligible Participant
shall immediately terminate and become null, void and of no effect on the date on which SpinCo, or any of
its subsidiaries, gives a notice of termination for cause to such Eligible Participant.

15.

Stock Options may be exercised in whole or in part in respect of a whole number of SpinCo Shares at any
time or from time to time prior to the Expiry Date by delivering to SpinCo an Exercise Notice substantially
in the form attached as Schedule “C” to the SpinCo Option Plan and a certified cheque or a bank draft
payable to SpinCo in an amount equal to the aggregate Exercise Price of the SpinCo Shares to be purchased
pursuant to the exercise of the Stock Options.

16.

In the event of an unwanted Change of Control (i) all outstanding Stock Options then held by Optionholders
which have not yet become fully vested will become fully vested, as of immediately prior to such Change
of Control; and (ii) the SpinCo Board may, but shall not be obligated to, cancel all outstanding Stock
Options, at their fair value.

17.

The SpinCo Option Plan provides for an adjustment to the number of Stock Options granted if a stock
dividend is paid on the SpinCo Shares or if the SpinCo Shares are consolidated, subdivided, converted,
exchanged or reclassified or in any way substituted for by securities or assets of SpinCo or of any other
corporation.

18.

Approval by the SpinCo Board, shareholders, the TSX and, as applicable, regulatory authorities will be
required to make the following amendments to the SpinCo Option Plan:
i)

any amendment to the number or percentage of securities issuable under the SpinCo Option Plan;

ii)

any amendment to remove or to exceed the Insider participation limit;

iii)

a change regarding Eligible Participants under the SpinCo Option Plan that might serve to broaden or
increase Insider participation or to increase the non-employee director participation limit set out under
the SpinCo Option Plan;

iv)

the addition of a provision that would allow the transfer or assignment of a Stock Option;

v)

the addition of a cashless exercise Stock Option feature, payable in cash or securities, provided that the
wording does not stipulate that the total number of underlying securities will be deducted from the
number of securities reserved under the SpinCo Option Plan;

vi)

the addition of a provision regarding deferred share units or restricted share units or any other
mechanism or procedure where employees receive securities but SpinCo does not receive any cash
consideration;

vii)

any reduction of the Exercise Price of any SpinCo Share underlying any Stock Options, any cancellation
of a Stock Option and the substitution of said Stock Option by a new Stock Option with reduced Exercise
Price;
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19.

20.

viii)

any extension of the Expiry Date of a Stock Option beyond its original Expiry Date (subject to the
extension of the Expiry Date further to a blackout period as provided under the SpinCo Option Plan);

ix)

any amendment to the method of determining the Exercise Price for each SpinCo Shares underlying any
Stock Option granted under the SpinCo Option Plan;

x)

any amendment to the amendment provisions of the SpinCo Option Plan;

xi)

the addition of any form of financial assistance that SpinCo may grant to Eligible Participants under the
SpinCo Option Plan to enable them to subscribe for SpinCo Shares s following the exercise of Stock
Options.

The SpinCo Board may, at its sole discretion, through a resolution and without shareholder approval,
subject to receipt of approval from the TSX and, where required, from regulatory authorities, make all other
amendments to the SpinCo Option Plan that are not set out in the preceding section, in particular, without
limiting the generality of the foregoing, the following:
i)

Any administrative or clerical amendment or an amendment intended to clarify the provisions of the
SpinCo Option Plan;

ii)

any amendment to the provisions governing a Stock Option or the SpinCo Option Plan relating to the
vesting period;

iii)

a change to the termination provisions of a Stock Option that does not entail an extension beyond the
original Expiry Date; and

iv)

the termination of the SpinCo Option Plan.

Pursuant to the policies of the TSX, the unallocated entitlements under the SpinCo Option Plan must be
approved every three years by SpinCo’s shareholders at the annual general meeting of shareholders of
SpinCo.

At the Meeting, Monarch Shareholders will be asked to pass an ordinary resolution, with or without amendment, in
substantially the form set forth below (the “SpinCo Option Plan Resolution”):
“BE IT RESOLVED THAT:
1.

subject to completion of the Arrangement and acceptance of the SpinCo Option Plan by the TSX or any other
stock exchange, the SpinCo Option Plan, substantially in the form attached as Appendix G to the Circular,
be and is hereby approved and adopted as the stock option plan of SpinCo with such modifications, if any,
as may be required by the TSX or any stock exchange upon which the SpinCo Shares may be listed or may
trade from time to time;

2.

all unallocated SpinCo Options under the SpinCo Option Plan be and are hereby approved;

3.

subject to completion of the Arrangement and acceptance by the TSX, SpinCo will have the ability to
continue granting SpinCo Options under the SpinCo Option Plan until December 30, 2023, which is three
years from the date of the Meeting at which Monarch Shareholder approval is being sought; and

4.

any director or officer of Monarch is hereby authorized and directed, acting for, in the name of and on behalf
of Monarch, to execute or cause to be executed, and to deliver or cause to be delivered, such other documents
and instruments, and to do or cause to be done all such other acts and things, as may in the opinion of such
director or officer be necessary or desirable to carry out the foregoing resolution, including making
appropriate filings with regulatory authorities including the TSX or any applicable stock exchange.”

In order for the SpinCo Option Plan Resolution to be passed, it must be approved by a simple majority of the aggregate
votes cast by Monarch Shareholders who vote virtually or by proxy at the Meeting. Unless otherwise directed, it is
management’s intention to vote FOR the SpinCo Option Plan Resolution. If you return a signed proxy form or VIF
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and do not specify how you want your Monarch Shares voted, the persons named as proxyholders will cast the votes
represented by your proxy at the Meeting FOR the SpinCo Option Plan Resolution.
Approval of the SpinCo RSU Plan
In contemplation of the successful completion of the Arrangement, Monarch Shareholders will be asked to consider
and, if deemed advisable, approve the SpinCo RSU Plan and all unallocated restricted shares units under the SpinCo
RSU Plan (the “SpinCo Share Units”) at the Meeting, subject to the Arrangement Resolution first being approved.
As of the date of the Circular, no SpinCo Share Units have been granted nor have any other rights or securities to
purchase SpinCo Shares been issued by SpinCo. If approved, the SpinCo RSU Plan will be implemented if and when
SpinCo lists the SpinCo Shares on a stock exchange. The SpinCo Board does not intend to grant any SpinCo Share
Units prior to the listing of the SpinCo Shares on the TSX or other stock exchange.
Subject to adjustment as provided in the SpinCo RSU Plan, the aggregate number of SpinCo Shares that may be
issuable pursuant to the SpinCo RSU Plan combined with all of SpinCo’s other securities-based compensation
arrangements, including the SpinCo Option Plan, shall not exceed 10% of the issued and outstanding SpinCo Shares.
For the purposes of the SpinCo RSU Plan description, unless otherwise defined herein, capitalized terms used
hereinafter shall have the meanings ascribed thereto in Section 2.1 of the SpinCo RSU Plan, a copy of which is attached
hereto as Appendix H. The material terms of the SpinCo RSU Plan are as follows:
1.

Directors, officers, employees or Consultants of SpinCo or their Affiliates (the “Eligible Persons”) are
eligible to receive Share Units under the SpinCo RSU Plan.

2.

A Share Unit is a unit credited by means of an entry on the books of SpinCo to a Participant pursuant to the
SpinCo RSU Plan, representing the right to receive, subject to and in accordance with the SpinCo RSU
Plan, for each Vested Share Unit, one Share or the other consideration as referred to in the SpinCo RSU
Plan, at the time, in the manner, and subject to the terms, set forth in the SpinCo RSU Plan and the applicable
Grant Agreement.

3.

Subject to adjustment as provided in the SpinCo RSU Plan, the aggregate number of SpinCo Shares that
may be issuable pursuant to the SpinCo RSU Plan combined with all of SpinCo’s other securities-based
compensation arrangements, including the SpinCo Option Plan, shall not exceed 10% of the issued and
outstanding SpinCo Shares.

4.

In addition, the number of SpinCo Shares issued to any one Participant within any one-year period, and
issuable to any one Participant at any time, pursuant to the SpinCo RSU Plan combined with all of SpinCo’s
other securities-based compensation arrangements, including the SpinCo Option Plan, shall not, in
aggregate, exceed 5% of the total number of Outstanding Shares. Moreover, the number of SpinCo Shares
issued to Insiders within any one-year period, and issuable to Insiders at any time, pursuant to all
securities-based compensation mechanisms, including the SpinCo RSU Plan and the SpinCo Option Plan,
may not exceed 10% of the total number of the issued and outstanding SpinCo Shares.

5.

The maximum annual grant date value of awards issued to non-employee directors, pursuant to all
securities-based compensation mechanisms, including the SpinCo RSU Plan and the SpinCo Option Plan,
is $150,000 of which no more than $100,000 may be issued in the form of stock options under the SpinCo
Option Plan.

6.

Unless otherwise determined by the SpinCo Board, the SpinCo RSU Plan shall be administered by the
SpinCo Compensation Committee to, among other things, interpret, administer and implement the SpinCo
RSU Plan on behalf of the SpinCo Board in accordance with such terms and conditions as the SpinCo Board
may prescribe and make recommendations to the SpinCo Board as to the number of Share Units to be
granted to Eligible Persons as well as the terms and conditions of such grant, consistent with the SpinCo
RSU Plan (provided that if at any such time such a committee has not been appointed by the SpinCo Board,
the SpinCo RSU Plan will be administered by the SpinCo Board, and in such event references herein to the
SpinCo Compensation Committee shall be construed to be a reference to the SpinCo Board). The SpinCo

-104-

Board will take such steps that in its opinion are required to ensure that the SpinCo Compensation
Committee has the necessary authority to fulfil its functions under the SpinCo RSU Plan.
7.

The SpinCo Compensation Committee is authorized, subject to the provisions of the SpinCo RSU Plan, to
establish such rules and regulations as it deems necessary for the proper administration of the SpinCo RSU
Plan, and to make determinations and take such other action in connection with or in relation to the SpinCo
RSU Plan as it deems necessary or advisable. Each determination or action made or taken pursuant to the
SpinCo RSU Plan, including interpretation of the SpinCo RSU Plan, shall be final and conclusive for all
purposes and binding on all parties, absent manifest error.

8.

The number of SpinCo Shares that may be issued under any Share Unit will be determined by SpinCo upon
the recommendation of the SpinCo Compensation Committee.

9.

Each whole Vested Share Unit (each being a Share Unit in respect of which all vesting terms and conditions
set forth in the SpinCo RSU Plan and the applicable Grant Agreement have been either satisfied or waived
in accordance with the SpinCo RSU Plan) shall be denominated or payable in SpinCo Shares (subject to
adjustment in accordance with the SpinCo RSU Plan) or cash, at the sole discretion of SpinCo.

10.

Within 60 days of a Vesting Date, SpinCo, in its sole and absolute discretion, shall, based on the Fair Market
Value on the applicable Vesting Date, have the option of settling payment for Vested Share Units by any
of the following methods or by a combination of such methods: (i) payment in cash; or (ii) subject to
applicable law, payment in SpinCo Shares.

11.

In the event that SpinCo does not use its discretion to determine the form of payment for the Vested Share
Units within 60 days of a Vesting Date, payment for such Vested Share Units shall be in SpinCo Shares.

12.

SpinCo shall not determine whether the payment method shall take the form of cash or SpinCo Shares until
a Vesting Date, or some reasonable time prior thereto. A Participant shall not have any right to demand, to
be paid in, or to receive SpinCo Shares in respect of a Vested Share Unit, at any time. Notwithstanding any
election by SpinCo to settle any Vested Share Unit or a portion thereof, in SpinCo Shares, SpinCo reserves
the right to change its election in respect thereof at any time up until payment is actually made and the
Participant shall not have the right, at any time to enforce settlement in the form of SpinCo Shares.

13.

To the extent a Vested Share Unit is to be payable in SpinCo Shares, one SpinCo Share is to be issued for
each whole Vested Share Unit. To the extent a Vested Share Unit is to be payable in cash, the amount of
cash shall be determined as of the close of business on the Vesting Date as the product of: (a) the number
of Vested Share Units payable in cash, and (b) the Fair Market Value.

14.

The Fair Market Value, with respect to a SpinCo Share, as at a particular date, refers to the weighted average
of the prices at which the SpinCo Shares traded on the TSX (or, if the SpinCo Shares are not then listed and
posted for trading on the TSX or are then listed and posted for trading on more than one stock exchange,
on such stock exchange on which the majority of the trading volume and value of the SpinCo Shares occurs)
for the five trading days on which the SpinCo Shares traded on said exchange immediately preceding such
date. In the event that the SpinCo Shares are not listed and posted for trading on any stock exchange, the
Fair Market Value shall be the fair market value of the SpinCo Shares as determined by the SpinCo Board
in its sole discretion, acting reasonably and in good faith.

15.

Share Units granted pursuant to the SpinCo RSU Plan shall typically have a vesting term of three years,
subject to the discretion of SpinCo to determine a different vesting schedule for any Share Unit, which shall
be within a minimum vesting term of one year and a maximum vesting term of five years.

16.

SpinCo will have the right at any time and from time to time to suspend or terminate the SpinCo RSU Plan
and, subject to the provisions of the SpinCo RSU Plan, may:
(a)

with the prior approval of shareholders of SpinCo by ordinary resolution make any amendment to
any Grant Agreement or the SpinCo RSU Plan, including any amendment that would result in:
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i)

an amendment to the definition of the Fair Market Value under the SpinCo RSU Plan benefiting
an Insider;

ii)

an extension of the term of a Share Unit beyond its original Vesting Date benefiting an Insider;

iii)

any amendment to remove or to exceed the Insider’s participation limit;

iv)

any amendment to increase the non-employee director participation limit set out under the
SpinCo RSU Plan;

v)

an increase to the maximum number of SpinCo Shares issuable, either as a fixed number or a
fixed percentage of the issued and outstanding SpinCo Shares;

vi)

amendments to the amendment provisions of the SpinCo RSU Plan; or

For subsections 15(a)(i), 15(a)(ii) and 15(a)(iii), the votes of securities held directly or indirectly by
Insiders benefiting directly or indirectly from the amendment must be excluded.
(b)

(c)

without the prior approval of shareholders of SpinCo and without limiting the generality of the
foregoing, SpinCo may make any other amendments not listed in (a) above to any Grant Agreement
or the SpinCo RSU Plan, including:
i)

amendments of a clerical nature, including but not limited to the correction of grammatical or
typographical errors or clarification of terms;

ii)

amendments to reflect any requirements of any regulatory authorities to which SpinCo is subject,
including the TSX;

iii)

amendments to any vesting provisions of a Share Unit; and

iv)

amendments to the expiration date of a Share Unit that does not extend the term of a Share Unit
past the original Vesting Date for such Share Unit.

Notwithstanding the foregoing, all procedures and necessary approvals required under the applicable
rules and regulations of all regulatory authorities to which SpinCo is subject shall be complied with
and obtained in connection with any such suspension, termination or amendment to the SpinCo RSU
Plan or amendments to any Grant Agreement.

17.

Except as otherwise determined by SpinCo or as set forth in the applicable Grant Agreement, upon the
termination of a Participant’s employment (as determined under criteria established by SpinCo), including
by way of death, retirement, disability, termination without cause and termination for cause during the term
of a Share Unit, all unvested Share Units held by the Participant shall be forfeited and cancelled; provided,
however, that SpinCo may, if it determines that a waiver would be in the best interest of SpinCo, waive in
whole or in part any or all remaining restrictions or conditions with respect to any such Unit Share.

18.

Each Grant Agreement will provide that the Share Unit granted thereunder is not transferable or assignable
to anyone other than a Permitted Assign.

19.

A Permitted Assign in respect of a Participant means (i) an executor or administrator for the estate of the
Participant upon the death of the Participant, or (ii) a committee or duly appointed representative of the
Participant, upon the Participant becoming incapable, by reason of physical or mental incapacity, of
managing his or her affairs.

At the Meeting, Monarch Shareholders will be asked to pass an ordinary resolution, with or without amendment, in
substantially the form set forth below (the “SpinCo RSU Plan Resolution”):
“BE IT RESOLVED THAT:
1.

subject to completion of the Arrangement and acceptance of the SpinCo RSU plan by the TSX or any other
stock exchange, the SpinCo RSU Plan, substantially in the form attached as Appendix H to the Circular, be
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and is hereby approved and adopted as the restricted share unit plan of SpinCo with such modifications, if
any, as may be required by the TSX or any stock exchange upon which the shares of SpinCo may be listed
or may trade from time to time;
2.

all unallocated SpinCo Share Units under the SpinCo RSU Plan be and are hereby approved;

3.

subject to completion of the Arrangement and acceptance by the TSX, SpinCo will have the ability to
continue granting SpinCo Share Units under the SpinCo RSU Plan until December 30, 2023, which is three
years from the date of the Meeting at which Monarch Shareholder approval is being sought; and

4.

any director or officer of Monarch is hereby authorized and directed, acting for, in the name of and on behalf
of Monarch, to execute or cause to be executed, and to deliver or cause to be delivered, such other documents
and instruments, and to do or cause to be done all such other acts and things, as may in the opinion of such
director or officer be necessary or desirable to carry out the foregoing resolution, including making
appropriate filings with regulatory authorities including the TSX or any applicable stock exchange.”

In order for the SpinCo RSU Plan Resolution to be passed, it must be approved by a simple majority of the aggregate
votes cast by Monarch Shareholders who vote virtually or by proxy at the Meeting. Unless otherwise directed, it is
management’s intention to vote FOR the SpinCo RSU Plan Resolution. If you return a signed proxy form or VIF and
do not specify how you want your Monarch Shares voted, the persons named as proxyholders will cast the votes
represented by your proxy at the Meeting FOR the SpinCo RSU Plan Resolution.
NAMED EXECUTIVE OFFICER AND DIRECTOR COMPENSATION
Compensation Discussion and Analysis
Named Executive Officers
Due to the size and history of Monarch, the Monarch Board is responsible of establishing the compensation of the
named executive officers, being the President and Chief Executive Officer, the Vice President, Finance and Chief
Financial Officer, the Vice President, Operations and Community Relations as well as the Vice President, Corporate
Development of Monarch (collectively, the “Named Executive Officers”). The Monarch Board reviews annually the
compensation paid to the Named Executive Officers.
The compensation of the Named Executive Officers has been established with a view to attracting and retaining
persons critical to Monarch’s short- and long-term success and to continuing to provide to such persons with
compensation that is in accordance with existing market standards.
On February 11, 2019, the Monarch Board established the Compensation Committee that is comprised entirely of
independent directors responsible, amongst other things, of establishing the compensation of the Named Executive
Officers. From its inception until the end of the last fiscal year, the Compensation Committee’s work focused on (i) the
review of the total compensation and benefits of certain groups of employees of Monarch with a view of standardizing
same by eliminating differences in these respects resulting from a past transaction, and (ii) developing a peer group
of corporations on order to perform thereafter a full review of the global compensation of senior executives. However,
following the resignation of two of the three directors who were members of the Compensation Committee, the work
of the Compensation Committee was suspended as of May 12, 2020. At said date, the Compensation Committee had
not yet established, to its satisfaction, a peer group of companies for the purpose of performing the compensation
review indicated in item (ii) above. In July 2020, the work of the Compensation Committee resumed following the
appointment of two new directors to said Compensation Committee. The members of the Compensation Committee
are Christian Pichette (Chairman), Guylaine Daigle and Laurie Gaborit. All members of the Compensation Committee
have experience with the process of setting the compensation for executives.
Through its compensation practices, Monarch seeks to provide value to its shareholders through a strong executive
leadership. Specifically, the Named Executive Officers compensation structure seeks to: (i) attract and retain talented
and experienced executives necessary to achieve Monarch’s strategic objectives; (ii) motivate and reward Named
Executive Officers whose knowledge, skills and performance are critical to Monarch’s success; and (iii) align the
interests of the Named Executive Officers and the Monarch Shareholders by motivating the Named Executive Officers
to increase shareholder value.
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Within the respect of the overall objectives of its compensation practices, and taking into consideration its current
stage of development, Monarch determined the specific amounts of compensation to be paid to each of the Named
Executive Officers based on a number of factors, including: (i) Monarch’s understanding of the amount of
compensation generally paid by similar companies to the named executive officers with similar roles and
responsibilities; (ii) the Named Executive Officers’ performance during the fiscal year; (iii) the roles and
responsibilities of Monarch’s Named Executive Officers; (iv) the individual experience, the skills of, and expected
contributions from each of the Named Executive Officers having regard for Monarch’s current stage of development
and its general perspectives; (v) the amounts of compensation being paid to the other Named Executive Officers; and
(vi) any other contractual commitments that Monarch has made to its Named Executive Officers regarding
compensation.
Base Salary
Monarch intends to provide the Named Executive Officers with a base salary that is competitive with what it knows
of the base salaries of other executive officers in similar companies while taking into account its current stage of
development. Monarch believes that a competitive base salary is an important element in attracting and retaining
talented and experienced executives. Monarch also believes that attractive base salaries can motivate and reward
Named Executive Officers for their overall performance. The base salary of each Named Executive Officer is reviewed
annually.
Base salaries depend on the experience, skills and expected contribution of each Named Executive Officer, as well as
the Named Executive Officer’s role, responsibilities and other factors.
The base salary assessment and annual revisions, if any, to each Named Executive Officer’s base salary are made in
accordance with the compensation structure and stage of development of Monarch. Base salary and annual revisions
are approved by the Monarch Board1.
Annual Cash Incentive Bonuses
Monarch only established a formal annual incentive program (annual bonuses) in September 2020 for the next
financial year (July 1, 2020 to June 30, 2021). Up to now, under their respective employment terms or Monarch’s
compensation structure, each Named Executive Officer is eligible to receive a discretionary annual cash incentive
bonus, up to a specified percentage of the Named Executive Officer’s base salary, based on performance and the
achievement of objectives, the whole subject to the financial situation of Monarch. The following table shows the
target percentages of annual cash incentive bonuses for each of the Named Executive Officers as set in September
2020:
Named Executive Officer

Target Percentage

President and Chief Executive Officer

50%

Vice President, Finance and Chief Financial Officer

30%

Vice President, Operations and Community Relations

30%

Vice President, Corporate Development

30%

Overall, the primary objective of the incentive awards, for Monarch, is to motivate and reward the Named Executive
Officers for the achievement of short-term objectives of Monarch, and their individual performance, while taking into
account the financial situation and performance of Monarch.
The Monarch Board has the discretionary power to take into consideration any other factor that it considers relevant
in the analysis and determination of the annual cash incentive bonus to be paid to the Named Executive Officers. The
Monarch Board may also decide that no annual cash incentive bonus will be paid.

1
As a member of the Monarch Board, Mr. Jean-Marc Lacoste avoids discussing, and abstains from voting on any question relating to his own
compensation as President and Chief Executive Officer.
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There were bonuses paid to the Named Executive Officers for the fiscal years ended June 30, 2020, 2019 and 2018.
Please refer to “— Summary Compensation Table” below for additional information regarding the amount of the
bonuses paid to the Named Executive Officers in 2018, 2019 and 2020.
Option-Based Awards
Monarch’s granting of Monarch Options to Named Executive Officers under the Monarch Option Plan is a method of
compensation which is used to attract and retain personnel and to provide an incentive to participate in the long-term
development of Monarch and to increase shareholder value. The relative emphasis of Monarch Options for
compensating Named Executive Officers will generally vary depending on the number of Monarch Shares held by
such persons and the number of Monarch Options that is outstanding from time to time.
Monarch generally expects future grants of Monarch Options should be based on the following factors: (i) the terms
and conditions of the employment agreements of Named Executive Officers; (ii) the Named Executive Officer’s past
performance; (iii) the Named Executive Officer’s anticipated future contribution; (iv) the prior granting of Monarch
Options to such Named Executive Officer; (v) the level of vested and unvested Monarch Options; and (vi) the market
practices and the Named Executive Officer’s responsibilities and performance.
For the financial year ended June 30, 2020, Monarch had not set specific target levels for the granting of Monarch
Options to Named Executive Officers but always seeks to be competitive with similar companies. For a summary of
the main terms and conditions of the Monarch Option Plan, please refer to “Stock Option Plan and Other Incentive
Plans – Amended and Restated Stock Option Plan Description”.
Performance Graph
The following chart compares the cumulative total return on a $100 investment in Monarch Shares made on
November 15, 2018, the date on which the Monarch Shares started to trade on the TSX, to the cumulative total return
on the S&P/TSX Composite Index until June 30, 2020.

Given that the Monarch Shares started to trade on the TSX on November 15, 2018 (being less than five years),
Monarch is currently not in a position to discuss how the trend shown by this graph compares to the trend in Monarch’s
compensation of its Named Executive Officers. However, the graph shows that during Monarch’s last fiscal year (from
July 1, 2019 to June 30, 2020) the return on the Monarch Shares increased by 54% while the value of the cumulative
total return of the S&P/TSX Composite Index decreased by 5.28%. During this same period, the aggregate
compensation of the Named Executive Officers remained virtually unchanged from that of the previous fiscal year.
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Compensation Governance
The Monarch Board established on February 11, 2019 the Compensation Committee that is comprised entirely of
independent directors responsible, amongst other things, of establishing the compensation of the Named Executive
Officers and to make recommendations to the Monarch Board. The members of the Compensation Committee are
Christian Pichette (Chairman), Guylaine Daigle and Laurie Gaborit. Given the recent establishment of the
Compensation Committee and its work prior to performing a review of the Named Executive Officers compensation,
it is the Monarch Board that determined the compensation payable to the Named Executive Officers for the fiscal year
ended June 30, 2020.
After the fiscal year ended June 30, 2020, the Compensation Committee retained Global Governance Advisors
(“GGA”) to review the compensation of senior management and directors and to recommend a framework for future
compensation strategy. The objective of GGA’s mandate is to establish compensation practices that fairly reward
senior management and board members for their performance and that promote the alignment of compensation with
shareholder interests while ensuring that compensation remains competitive and consistent with that paid by industry
peers and takes into account Monarch’s financial position and stage of development.
Summary Compensation Table
The following table details all compensation paid to the Named Executive Officers for the fiscal years ended June 30,
2018, 2019 and 2020.
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Non-equity incentive
plan compensation
($)

Year

Base
Salary
($)

Option
based
awards
($)(1)

Annual
incentive
plans

Longterm
incentive
plans

Pension
value
($)(2)

All other
compensation
($)

Total
compensation
($)

Jean-Marc
Lacoste,
President
and Chief
Executive
Officer

2020
2019
2018

300,000
300,000
277,958

54,900
89,100
58,050

103,500
60,000
75,000

-

7,788
15,404
9,809

-

466,188
464,504
420,817

Alain
Lévesque,
Vice
President,
Finance and
Chief
Financial
Officer

2020
2019
2018

200,000
200,000
187,591

24,400
49,450
38,700

45,000
20,000
25,000

-

5,192
10,269
6,539

-

275,092
279,719
257,830

Marc-André
Lavergne,
Vice
President,
Operations
and
Community
Relations(3)

2020
2019
2018

225,000
225,000
167,419

24,400
49,450
48,375

61,000(4)
41,875(4)
44,615

-

5,841
11,551
8,371

2,700
14,400
8,400

318,941
342,276
277,180

Mathieu
Séguin, Vice
President,
Corporate
Development

2020
2019

125,000
50,480(5)

24,400
36,250

20,000
-

-

3,245
2,524

-

169,400
89,254

Name and
principal
position

Notes:
(1)

The value of the Monarch Options was estimated based on the Black & Scholes model for establishing the price of options based
on the following weighted-average assumptions:

Expected life of options
Expected volatility rate
Risk-free interest rate
Expected annual dividend rate
(2)
(3)
(4)
(5)

2018

2019

2020

5 years

5 years

5 years

80%

80%

80%

1.66%

2.46%

1.64%

-

-

-

The amounts set out in this column represent the employer’s portion of a pension plan of Monarch.
Mr. Lavergne started his functions as Vice President, Operations of Monarch as of October 3, 2017, being nine months prior to the
end of the fiscal year ended June 30, 2018.
Includes a retention bonus of $25,000.
Mr. Séguin started his functions as Vice President, Corporate Development of Monarch as of February 4, 2019, being five months
prior to the end of the fiscal year ended June 30, 2019.
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Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards
The following table lays out all outstanding compensation securities granted or issued to Named Executive Officers
by Monarch as at the end of the year ended June 30, 2020, including those granted before the last fiscal year.
Option-based Awards

Number of
securities
underlying
unexercised
options

Share-based Awards

Option
exercise
price
($)

Option
expiration
date

Value of
unexercised
in-themoney
options
($) (1)

Number
of
shares
or units
of
shares
that
have not
vested

Market
or
payout
value of
sharebased
awards
that
have not
vested
($)

Market or
payout
value of
vested
share-based
awards not
paid out or
distributed
($)

Name

Date of
issue

Jean-Marc
Lacoste,
President and
Chief
Executive
Officer

28/10/2019
12/07/2018
27/10/2017
22/11/2016
27/01/2016

450 000(2)
450,000(3)
300,000(4)
450,000
400,000

0.25
0.31
0.37
0.33
0.08

28/10/2024
12/07/2023
27/10/2022
22/11/2021
27/01/2021

60,750
33,750
4,500
24,750
122,000

-

-

-

Alain
Lévesque,
Vice
President
Finance and
Chief
Financial
Officer

28/10/2019
12/07/2018
27/10/2017
22/11/2016
27/01/2016
06/11/2015

200 000(2)
250,000(3)
200,000(4)
100,000
25,000
75,000

0.25
0.31
0.37
0.33
0.08
0.10

28/10/2024
12/07/2023
27/10/2022
22/11/2021
27/01/2021
06/11/2020

27,000
18,750
3,000
5,500
7,625
21,375

-

-

-

Marc-André
Lavergne,
Vice
President,
Operations
and
Community
Relations

28/10/2019
12/07/2018
27/10/2017

200 000(2)
250,000(3)
250,000(4)

0.25
0.31
0.37

28/10/2024
12/07/2023
27/10/2022

27,000
18,750
3,750

-

-

-

Mathieu
Séguin, Vice
President,
Corporate
Development

28/10/2019
11/02/2019

200 000(2)
250 000(3)

0.25
0.25

28/10/2024
11/02/2024

27,000
33,750

-

-

-

Notes:
(1)
(2)
(3)
(4)

The closing price of the shares as at June 30, 2020 was $0.385.
As at June 30, 2020, none of the granted options were vested and exercisable.
As at June 30, 2020, 25% of the granted options were vested and exercisable.
As at June 30, 2020, 50% of the granted options were vested and exercisable.
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The following table lays out, for each Named Executive Officer, the value vested of all awards and the value earned
during the fiscal year ended June 30, 2020.

Option-based awards –
Value vested during the
year
($) (1)

Share-based awards –
Value vested during the
year
($)

Non-equity incentive
plan compensation –
Value earned during
the year
($)

Jean-Marc Lacoste

14,625

N/A

N/A

Alain Lévesque

3,250

N/A

N/A

Marc-André Lavergne

N/A

N/A

N/A

Mathieu Séguin

N/A

N/A

N/A

Name

Note:
(1)

Represents the aggregate value that would have been realized if the vested options had been exercised on their respective vesting
dates during the 2020 financial year, based on the difference between the closing price of the Monarch Shares on the Toronto Stock
Exchange on the vesting date of the options (or the previous trading day if the vesting date of the options is not a trading day) and the
exercise price of the vested options. The November 22, 2016 and January 27, 2016 options vested in full before the beginning of the
fiscal year ended June 30, 2020. The options that vested on July 12, 2019 (closing $0.25), October 27, 2019 ($0.22 to October 25,
2019) and February 11, 2020 ($0.175) were not in the money.

Pension Plan Benefits
Effective October 2, 2017, Monarch assumed the continuity of a simplified pension plan for its employees, including
the Named Executive Officers (the “Pension Plan”). On June 30, 2020, the Pension Plan’s main terms are as follows:
Eligibility:
Participation:
Contributions:

After 700 regular hours
Optional
Employer: 2.5% of salary
Employee: Additional contributions permitted
5% of salary
Immediate
Yes, except for employee voluntary contributions
Yes, for funds accumulated in non-locked-in account
Permitted

Maximum contributions:
Vesting:
Locking-in:
Access to HBP / LLP:
Transfers from other plans:

Pursuant to the Pension Plan, the annuity payment can start at any time before the last day of the 71st anniversary of
the employee or the provided age under the applicable legislation. Besides, it is possible for the employee to take an
early retirement the first day of any month following the 55th anniversary of such employee.
The following table lays out, for each Name Executive Officer, the accumulated value at the start of the fiscal year,
the compensatory value under the Pension Plan and the accumulated value at the end of the fiscal year ended June 30,
2020.
Accumulated value at
the start of the year

Compensatory amount

Accumulated value
at year-end

Jean-Marc Lacoste

$26,438

$7,788

$34,226

Alain Lévesque

$17,601

$5,192

$22,793

Marc-André Lavergne

$81,287

$5,841

$87,128

Mathieu Séguin

$2,524

$3,245

$5,769

Name
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Termination and Change of Control Benefits
Jean-Marc Lacoste
An employment agreement was concluded on December 20, 2012 between Monarch and Mr. Jean-Marc Lacoste,
President and Chief Executive Officer of Monarch, as completed by an addendum dated on January 30, 2015 (together,
the “Lacoste Agreement”). As per the Lacoste Agreement, the employment of Mr. Lacoste is for an indeterminate
term. On October 3, 2017, the date following the acquisition by Monarch of all of the Québec assets of Richmont
Mines Inc., the yearly gross salary of Mr. Lacoste was increased to $300,000 and it was increased to $350,000 at the
most recent annual compensation review. The Lacoste Agreement also provides that Mr. Lacoste is eligible to a yearly
bonus according to the parameters and guidelines of Monarch for the remuneration of its managers as adopted by the
Monarch Board. Mr. Lacoste benefits from Monarch’s collective insurance. Since September 2020, Mr. Lacoste is
entitled to four weeks of paid vacations per year and also to Monarch Options that may be granted from time to time
by the Monarch Board under the Monarch Option Plan then in force.
The Lacoste Agreement also provides for the following:
(a)

Monarch may, for cause, terminate at any time the employment of Mr. Lacoste. In such case, the Lacoste
Agreement will be terminated and Monarch will have no obligation to provide Mr. Lacoste with any notice
of termination or to pay him any indemnity or compensation whatsoever;

(b)

Monarch may also, without cause, terminate at any time the employment of Mr. Lacoste. In such case,
Monarch will have the obligation to provide Mr. Lacoste with a written notice of termination and the latter
will be entitled to receive a lump sum representing twelve months of salary payable on the last day of work
at the business address of Monarch; and

(c)

Mr. Lacoste may, at any time, resign from his employment for any reason. In such case, Mr. Lacoste will
have to provide Monarch with a notice of resignation at least two months before his resignation.

In addition, the Lacoste Agreement provides for the following should Monarch undergo a change of control:
(a)

Within one year after a change of control, should Monarch, without cause, terminate the Lacoste Agreement
or should Mr. Lacoste leave Monarch within such one-year period due to constructive dismissal, Monarch
will immediately provide Mr. Lacoste with:
(i)

a severance allowance equal to 24 months of his basic annual salary on the termination date;

(ii)

the greater of the following: 1) the bonus paid to him during the two financial years immediately
preceding the date his employment is terminated or 2) the average of the annual bonuses paid to him
in the three financial years immediately preceding the date his employment is terminated multiplied
by two;

(iii)

for a period of one year following the termination date or until the first day of any new employment,
whichever is earlier, entitlement to all benefits provided for in the Lacoste Agreement;

(iv)

payment of fees of an outplacement counsellor and reimbursement of reasonable expenses incurred
in connection with Mr. Lacoste’s job search, up to a total amount equal to five percent of his annual
basic salary;

(v)

payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lacoste, up to an amount equal
to five percent of his annual base salary.

As per the Lacoste Agreement, Mr. Lacoste must comply with all confidentiality, non-solicitation and non-compete
clauses. These clauses will apply for the duration of the employment of Mr. Lacoste and for a period of 12 months
following termination of his employment.
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Alain Lévesque
Monarch has a written employment agreement with Mr. Alain Lévesque, Vice President, Finance and Chief Financial
Officer of Monarch pursuant to which the employment conditions of the latter were confirmed (the “Employment
Agreement of the Chief Financial Officer”). Mr. Lévesque became an employee of Monarch on June 1, 2017 with
a yearly gross salary of $150,000. On October 3, 2017, date following the acquisition by Monarch of all of the Québec
assets of Richmont Mines Inc., the yearly gross salary of Mr. Lévesque was increased to $200,000 and it was increased
to $210,000 at the most recent annual compensation review.
The Employment Agreement of the Chief Financial Officer also provides that Mr. Lévesque is eligible to a yearly
bonus according to the parameters and guidelines of Monarch for the remuneration of its managers as adopted by the
Monarch Board. Mr. Lévesque benefits from Monarch’s collective insurance. Mr. Lévesque is entitled to four weeks
of paid vacations per year. Mr. Lévesque is entitled to Monarch Options that may be granted from time to time by the
Monarch Board under the Monarch Option Plan then in force.
The Employment Agreement of the Chief Financial Officer also provides for the following:
(a)

Monarch may, for cause, terminate at any time the contract. In such case, the Employment Agreement of the
Chief Financial Officer will be terminated and Monarch will have no obligation to provide Mr. Lévesque
with any notice of termination of contract or to pay him any indemnity or compensation whatsoever;

(b)

Monarch may also, without cause, terminate at any time the contract. In such case, Monarch will have the
obligation to provide Mr. Lévesque with a written notice of termination of contract and the latter will be
entitled to receive a lump sum representing eight months of salary payable on the last day of work at the
business address of Monarch if the termination occurred in the first eight months of the employment and
twelve months if the termination occurred after eight months of employment; and

(c)

Mr. Lévesque may, at any time, terminate the contract for any reason. In such case, Mr. Lévesque will have
to provide Monarch with a written notice of termination of employment at least two months.

In addition, the Employment Agreement of the Chief Financial Officer provides for the following should Monarch
undergo a change of control:
(a)

Within one year after a change of control, should Monarch, without cause, terminate the Employment
Agreement of the Chief Financial Officer or should Mr. Lévesque leave Monarch within such one-year period
due to constructive dismissal, Monarch will immediately provide Mr. Lévesque with:
(i)

a severance allowance equal to 12 months of his basic annual salary on the termination date;

(ii)

the greater of the following: 1) the bonus paid to him during the two financial years immediately
preceding the date his employment is terminated or 2) the average of the annual bonuses paid to him
in the two financial years immediately preceding the date his employment is terminated multiplied
by two;

(iii)

for a period of one year following the termination date or until the first day of any new employment,
whichever is earlier, entitlement to all benefits provided for in the Employment Agreement of the
Chief Financial Officer;

(iv)

payment of fees of an outplacement counsellor and reimbursement of reasonable expenses incurred
in connection with Mr. Lévesque’s job search, up to a total amount equal to five percent of his annual
basic salary;

(v)

payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lévesque, up to an amount
equal to five percent of his annual base salary.

As per the Employment Agreement of the Chief Financial Officer, Mr. Lévesque must comply with all confidentiality,
non-solicitation and non-compete clauses. These clauses will apply for the duration of the employment of Mr.
Lévesque and for a period of 12 months following termination of his employment.
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Marc-André Lavergne
Monarch has a written employment agreement with Mr. Marc-André Lavergne, Vice President, Operations and
Community Relations setting his employment conditions with Monarch (the “Employment Agreement of the Vice
President Operations”). Mr. Lavergne became an employee of Monarch as of October 1, 2017, in the context of the
acquisition by Monarch of all the Québec assets of Richmont Mines Inc., Mr. Lavergne’s employer at the time, with
a yearly gross salary of $225,000. The Employment Agreement of the Vice President Operations recognizes his
months of continued services with said company with a start date of October 31, 2011. In addition to his base salary,
Mr. Lavergne is entitled to a total retention bonus of up to $ 50,000, which will be earned in two equal installments
of $ 25,000 each, payable on December 31, 2018 and December 31, 2019 (each a “Vesting Date”) provided that Mr.
Lavergne is actively employed by Monarch on the Vesting Date.
The Employment Agreement of the Vice President Operations also provides that Mr. Lavergne is eligible to a yearly
bonus according to the parameters and guidelines of Monarch for the remuneration of its managers as adopted by the
Monarch Board. Mr. Lavergne also benefits from Monarch’s collective insurance and from a monthly car allowance.
Mr. Lavergne is entitled to four weeks of paid vacations per year and also to Monarch Options that may be granted
from time to time by the Monarch Board under the Monarch Option Plan then in force.
The Employment Agreement of the Vice President Operations provides that, should Monarch undergo a change of
control and within one year after a change of control (a) should Monarch, without cause, terminate the Employment
Agreement of the Vice President Operations or (b) should Mr. Lavergne leave Monarch within such one-year period
due to constructive dismissal, Monarch will immediately provide Mr. Lavergne with:
(i)

a severance allowance equal to 12 months of his basic annual salary on the termination date;

(ii)

an amount equal to the bonus paid to him during the previous financial year immediately preceding the date
his employment is terminated; and

(iii)

for a period of one year following the termination date or until the first day of any new employment,
whichever is earlier, entitlement to all benefits provided for in the Employment Agreement of the Vice
President Operations.

As per the Employment Agreement of the Vice President Operations, Mr. Lavergne must comply with all
confidentiality, non-solicitation and non-compete clauses. These clauses will apply for the duration of the employment
of Mr. Lavergne and for a period of 12 months following termination of his employment.
Mathieu Séguin
Monarch has a written employment agreement with Mr. Mathieu Séguin, Vice President, Corporate Development,
setting his employment conditions with Monarch (the “Employment Agreement of the Vice President Corporate
Development”). Mr. Séguin became an employee of Monarch as of February 4, 2019, with a yearly gross salary of
$125,000. At the most recent annual review, this yearly gross salary was increased to $185,000.
The Employment Agreement of the Vice President, Corporate Development provides that Mr. Séguin is eligible to a
yearly bonus according to the parameters and guidelines of Monarch for the remuneration of its managers as adopted
by the Monarch Board. Mr. Séguin also benefits from Monarch’s collective insurance and is entitled to four weeks of
paid vacations per year and also to Monarch Options that may be granted from time to time by the Monarch Board
under the Monarch Option Plan then in force.
The Employment Agreement of the Vice President, Corporate Development provides that, should Monarch undergo
a change of control and within one year after a change of control, (a) should Monarch, without cause, terminate the
Employment Agreement of the Vice President, Corporate Development or (b) should Mr. Séguin leave Monarch
within such one-year period due to constructive dismissal, Monarch will immediately provide Mr. Séguin with:
(i)

a severance allowance equal to 12 months of his basic annual salary on the termination date;

(ii)

an amount equal to the bonus paid to him during the previous financial year immediately preceding the date
his employment is terminated; and
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(iii)

for a period of one year following the termination date or until the first day of any new employment,
whichever is earlier, entitlement to all benefits provided for in the Employment Agreement of the Vice
President, Corporation Development.

As per the Employment Agreement of the Vice President, Corporate Development, Mr. Séguin must comply with all
confidentiality, non-solicitation and non-compete clauses. These clauses will apply for the duration of the employment
of Mr. Séguin and for a period of 12 months following termination of his employment.
Director Compensation
Directors
For the fiscal year ended June 30, 2020, the Monarch Board had the responsibility of establishing the compensation
to be paid to the directors of Monarch. The Monarch Board, directly or through one of its committees, reviews the
compensation payable to the directors at least once a year, taking into account Monarch’s financial situation.
The terms of the compensation payable to directors who are not executive officers are as follows:
Annual fee – Monarch Board members
Additional annual fee – Chairperson of the Monarch Board
Additional annual fee – Chairperson of a Committee of the Monarch Board
Attendance fee – Monarch Board members (including the Chairperson of the Monarch Board)
Attendance fee – Committee members (including the Chairperson of a Committee)

$10,000
$14,000
$7,500
$1,000
$1,000

All directors are entitled to be reimbursed for reasonable travel expenses incurred with respect to their attendance at
meetings of the Monarch Board and the Audit Committee. In addition, they are all eligible to receive Monarch Options
pursuant to the Monarch Option Plan and therefore, during the fiscal year ended June 30, 2020, a total of
1,800,000 Monarch Options were granted to all the directors.
Director Compensation Table
During the fiscal year ended June 30, 2020, the aggregate amount paid to the directors, who were not employees of
Monarch, as compensation for their services as directors and members of the Audit Committee and Compensation
Committee amounted to $125,879.
The following table details the compensation paid to Monarch’s directors for their service as directors for the year
ended June 30, 2020.

Name

Fees
earned
($)

Sharebased
awards
($)

Optionbased
awards (1)
($)

Non-equity
incentive plan
compensation
($)

Pension
value
($)

All other
compensation
($)

Total
($)

Michel Baril(2)

22,183

-

30,500

-

-

-

52,683

34,000

-

42,700

-

-

-

76,700

437

-

16,980

-

-

-

17,417

13,104

-

30,500

-

-

-

43,604

5,299

-

12,660

-

-

-

17,959

16,926

-

30,500

-

-

-

47,426

33,930

-

30,500

-

-

-

64,430

Michel Bouchard
(3)

Yohann Bouchard
Guy Bourassa

(4)

Guylaine Daigle
Laurie Gaborit

(5)

(6)

Christian Pichette

(7)

Notes:
(1)

The value of Monarch Options was estimated based on the Black & Scholes model for establishing the price of options based on
the following weighted-average assumptions:
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2018

2019

2020

Expected life of options

5 years

5 years

5 years

Expected volatility rate

80%

80%

80%

1.66%

2.46%

1.64%

-

-

-

Risk-free interest rate
Expected annual dividend rate
(2)
(3)
(4)
(5)
(6)
(7)

Mr. Baril resigned from the Monarch Board effective April 23, 2020.
Mr. Yohann Bouchard joined the Monarch Board on June 15, 2020.
Mr. Bourassa resigned from the Monarch Board effective April 23, 2020.
Ms. Daigle joined the Monarch Board on April 23, 2020.
Ms. Gaborit joined the Monarch Board on October 28, 2019. For the year ended June 30, 2020, Monarch paid an amount of $5,259
to Ms. Gaborit for her services as a consultant.
For the year ended June 30, 2020, Monarch paid an amount of $4,907 to Mr. Pichette for his services as a consultant.

The following table lays out all outstanding compensation securities granted or issued to directors as at the end of the
year ended June 30, 2020, including those granted before the last fiscal year.
Option-based Awards

Share-based Awards
Number
of
shares
or units
of
shares
that
have
not
vested

Market
or payout
value of
sharebased
awards
that have
not
vested
($)

Market or
payout
value of
vested
sharebased
awards not
paid out or
distributed
($)

Date of
issue

Number of
securities
underlying
unexercised
options

Option
exercise
price
($)

Option
expiration
date

Value of
unexercised
in-themoney
options
($) (1)

Michel Baril

28/10/2019
12/07/2018
27/10/2017
22/11/2016
27/01/2016

250,000(2)
250,000(3)
200,000(4)
175,000
200,000

0.25
0.31
0.37
0.33
0.08

28/10/2024
12/07/2023
27/10/2022
22/11/2021
27/01/2021

33,750
18,750
3,000
9,625
61,000

-

-

-

Michel
Bouchard

28/10/2019
12/07/2018
27/10/2017
22/11/2016
27/01/2016

350 000(2)
350,000(3)
200,000(4)
225,000
100,000

0.25
0.31
0.37
0.33
0.08

28/10/2024
12/07/2023
27/10/2022
22/11/2021
27/01/2021

47,250
26,250
3,000
12,375
30,500

-

-

-

Yohann
Bouchard

15/06/2020

100,000(2)

0.275

15/06/2025

11,000

-

-

-

Guy
Bourassa

28/10/2019
12/07/2018
27/10/2017
22/11/2016
27/01/2016

250,000(2)
250,000(3)
200,000(4)
125,000
100,000

0.25
0.31
0.37
0.33
0.08

28/10/2024
12/07/2023
27/10/2022
22/11/2021
27/01/2021

33,750
18,750
3,000
6,875
30,500

-

-

-

Guylaine
Daigle

23/04/2020

100,000(2)

0.20

23/04/2025

18,500

-

-

-

Laurie
Gaborit

28/10/2019

250,000(2)

0.25

28/10/2024

33,750

-

-

-

Name
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Option-based Awards

Date of
issue

Number of
securities
underlying
unexercised
options

Option
exercise
price
($)

Option
expiration
date

Value of
unexercised
in-themoney
options
($) (1)

28/10/2019
12/07/2018
27/10/2017
22/11/2016

250,000(2)
250,000(3)
200,000(4)
125,000

0.25
0.31
0.37
0.33

28/10/2024
12/07/2023
27/10/2022
22/11/2021

33,750
18,750
3,000
6, 875

Name

Christian
Pichette

Share-based Awards
Number
of
shares
or units
of
shares
that
have
not
vested

Market
or payout
value of
sharebased
awards
that have
not
vested
($)

Market or
payout
value of
vested
sharebased
awards not
paid out or
distributed
($)

Notes:
(1)
(2)
(3)
(4)

The closing price of the shares as at June 30, 2020 was $0. 385.
As at June 30, 2020, none of the granted Monarch Options were vested and exercisable.
As at June 30, 2020, 25% of the granted Monarch Options were vested and exercisable.
As at June 30, 2020, 50% of the granted Monarch Options were vested and exercisable.

The following table lays out, for each director, the value vested of all awards and the value earned during the fiscal
year ended June 30, 2020.

Name
Michel Baril
Michel Bouchard
Yohann Bouchard
Guy Bourassa
Guylaine Daigle
Laurie Gaborit
Christian Pichette

Option-based awards – Value
vested during the year
($) (1)

Share-based awards – Value
vested during the year
($)

6,500
3,250
N/A
N/A
N/A
N/A
Nil

N/A
N/A
N/A
N/A
N/A
N/A
N/A

Non-equity incentive plan
compensation – Value earned
during the year
($)
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Notes:
(1)

Represents the aggregate value that would have been realized if the vested Monarch Options had been exercised on their respective
vesting dates during the 2020 financial year, based on the difference between the closing price of the Monarch Shares on the TSX on
the vesting date of the Monarch Options (or the previous trading day if the vesting date of the Monarch Options is not a trading day)
and the exercise price of the vested Monarch Options. The November 22, 2016 and January 27, 2016 Monarch Options vested in full
before the beginning of the fiscal year ended June 30, 2020. The Monarch Options that vested on July 12, 2019 (closing $0.25) and
October 27, 2019 ($0.22 to October 25, 2019) were not in the money.

Stock Option Plan and Other Incentive Plans
Amended and Restated Stock Option Plan Description
The following describes the material terms of the Monarch Option Plan.
The Monarch Board may grant Monarch Options to (a) an employee, officer, director or consultant of Monarch or any
subsidiary thereof and to (b) a person employed to perform investor relations activities (the “Eligible Participants”).
The purpose of the Monarch Option Plan, considered as a rolling stock option plan pursuant to the policies of the TSX,
is to provide Monarch with a share-based mechanism to attract, motivate and retain Eligible Participants whose skills,
performance and loyalty to Monarch or any of its subsidiaries, as the case may be, are necessary to its success, image,
reputation or activities.
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For the purposes of the Monarch Option Plan description, capitalized terms used herein that are not otherwise defined
will have the meanings attributed thereto in the Monarch Option Plan.
The material terms of the Monarch Option Plan are as follows:
1.

A maximum of 10% of the issued Monarch Shares being outstanding from time to time is reserved for the
grant of Monarch Options pursuant to the Monarch Option Plan.

2.

The Monarch Board may, in its sole discretion, determine to which Eligible Participants Monarch Options
will be granted and the number of Monarch Shares reserved for issuance pursuant to the Monarch Options.

3.

The number of Monarch Shares issuable to Insiders, at any time, pursuant to all securities-based
compensation mechanisms, including the Monarch Option Plan, may not exceed 10% of the total Monarch
Shares issued and outstanding on a non-diluted basis. The number of Monarch Shares issued to Insiders,
within any 12-month period, pursuant to all securities-based compensation mechanisms, including the
Monarch Option Plan, may not exceed 10% of the total Monarch Shares issued and outstanding on a nondiluted basis.

4.

No Monarch Option may be granted to an Eligible Participant (and to any company that is wholly owned by
that person) if the Monarch Shares reserved for issuance with respect to such grant and the Monarch Options
already granted exceed in a 12-month period 5% of all the issued and outstanding Monarch Shares, calculated
on the Date of Grant of such Monarch Options.

5.

Subject to provisions of the Amended and Updated Plan, the Expiry Date of a Monarch Option will be the
10th anniversary of the Date of Grant unless a shorter period of time is otherwise set by the Monarch Board
and set forth in the Notice of Grant at the time the particular Monarch Option is granted.

6.

The Expiry Date of any Monarch Options that expires during a black-out period will be extended for a period
of ten Business Days following the end of such a black-out period.

7.

The Vesting Dates of the Monarch Options will correspond to the vesting periods determined by the Monarch
Board at the time of the grant of such Monarch Options, as set out in the Notice of Grant.

8.

The Exercise Price of the Monarch Shares underlying such Monarch Options corresponds to the market price
of the shares at the closing of the TSX on the exchange day immediately preceding the Date of Grant, or if
no shares were negotiated on this day, the arithmetic average of the last bid and ask prices of the shares on
the TSX.

9.

Monarch Options (and any rights thereunder) will be non-assignable and non-transferable unless by legacy
or inheritance. Monarch Options may be exercised only by the Monarch Optionholder’s legal representative
within the first year following the Monarch Optionholder’s death.

10.

The Expiry Date of a Monarch Option held by a Monarch Optionholder that became vested prior to his or
her death will be the earlier of:

11.

(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

one year following the Monarch Optionholder’s death.

Should a person employed to perform investor relations activities cease to be an Eligible Participant for any
reason other than death (such as by reason of disability, resignation, dismissal or termination of contract),
then the Expiry Date of its Monarch Options vested at the latest on the date such person ceases to be an
Eligible Participant (the “Date of Termination of Investor Relations Activities”), will be the earlier of:
(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

30 days from the Date of Termination of Investor Relations Activities.
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12.

Should a person cease to be an Eligible Participant for any reason other than death or the termination of
investor relations activities (such as by reason of disability, resignation, dismissal or termination of contract),
then the Expiry Date of its Monarch Options vested at the latest on the date such person ceases to be an
Eligible Participant (the “Termination Date”), will be the earlier of:
(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

one year from the Termination Date.

13.

Notwithstanding anything to the contrary in the provisions of the Monarch Option Plan, if an Eligible
Participant who is an Employee or Consultant of Monarch, or any of its subsidiaries, is terminated for cause
(serious reason, as referenced in Article 2094 of the Civil Code of Québec), all Monarch Options held by
such Eligible Participant will immediately terminate and become null, void and of no effect on the date on
which Monarch, or any of its subsidiaries, gives a notice of termination for cause to such Eligible Participant.

14.

Monarch Options may be exercised in whole or in part in respect of a whole number of shares at any time or
from time to time prior to the Expiry Date by delivering to Monarch an Exercise Notice substantially in the
form attached as Schedule “C” to the Amended and Updated Plan and a certified cheque or a bank draft
payable to Monarch in an amount equal to the aggregate Exercise Price of the Monarch Shares to be
purchased pursuant to the exercise of the Monarch Options.

15.

In the event of an unwanted Change of Control (i) all outstanding Monarch Options then held by Monarch
Optionholders which have not yet become fully vested will become fully vested, as of immediately prior to
such Change of Control; and (ii) the Monarch Board may, but will not be obligated to, cancel all outstanding
Monarch Options, at their fair value.

16.

The Amended and Updated Plan provides for an adjustment to the number of Monarch Options granted if a
stock dividend is paid on the shares or if the shares are consolidated, subdivided, converted, exchanged or
reclassified or in any way substituted for by securities or assets of Monarch or of any other corporation.

17.

Approval by the Monarch Board, Monarch Shareholders, the TSX and, as applicable, regulatory authorities
will be required to make the following amendments to the Amended and Updated Plan:
(i)

any amendment to the number or percentage of securities issuable under the Monarch Option Plan;

(ii)

any amendment to remove or to exceed the Insider participation limit;

(iii)

a change regarding Eligible Participants under the Monarch Option Plan that might serve to broaden
or increase Insider participation;

(iv)

the addition of a provision that would allow the transfer or assignment of a Monarch Option;

(v)

the addition of a cashless exercise Monarch Option feature, payable in cash or securities, provided
that the wording does not stipulate that the total number of underlying securities will be deducted
from the number of securities reserved under the Monarch Option Plan;

(vi)

the addition of a provision regarding deferred share units or restricted share units or any other
mechanism or procedure where employees receive securities but Monarch does not receive any cash
consideration;

(vii)

any reduction of the Exercise Price of any share underlying any Monarch Options, any cancellation
of a Monarch Option and the substitution of said Monarch Option by a new Monarch Option with
reduced Exercise Price;

(viii)

any extension of the Expiry Date of a Monarch Option beyond its original Expiry Date (subject to
the extension of the Expiry Date further to a blackout period as provided under the Monarch Option
Plan);
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18.

19.

(ix)

any amendment to the method of determining the Exercise Price for each share underlying any
Monarch Option granted under the Monarch Option Plan;

(x)

any amendment to the amendment provisions of the Monarch Option Plan;

(xi)

the addition of any form of financial assistance that Monarch may grant to Eligible Participants
under the Monarch Option Plan to enable them to subscribe for shares following the exercise of
Monarch Options.

The Monarch Board may, at its sole discretion, through a resolution and without shareholder approval, subject
to receipt of approval from the TSX and, where required, from regulatory authorities, make all other
amendments to the Monarch Option Plan that are not set out in the preceding section, in particular, without
limiting the generality of the foregoing, the following:
(i)

any administrative or clerical amendment or an amendment intended to clarify the provisions of the
Monarch Option Plan;

(ii)

any amendment to the provisions governing a Monarch Option or the Monarch Option Plan relating
to the vesting period;

(iii)

a change to the termination provisions of a Monarch Option that does not entail an extension beyond
the original Expiry Date; and

(iv)

the termination of the Monarch Option Plan.

Pursuant to the policies of the TSX, the unallocated entitlements under the Monarch Option Plan must be
approved every three years by the Registered Holders at the annual general meeting of the Monarch
Shareholders.

The Monarch Shareholders approved Monarch’s Monarch Option Plan at the annual general and special meeting held
on January 16, 2019.
As at June 30, 2020, there were 10,487,500 Monarch Options outstanding (vested and unvested) with a weighted
average exercise price of $0.30. Such number of Monarch Options represents 3.57% of the 294,086,953 Monarch
Shares outstanding as at June 30, 2020.
As of the date of the Circular, there are 12,175,000 Monarch Shares issuable upon the exercise of outstanding Monarch
Options, i.e. about 3.79% of the issued and outstanding Monarch Shares. For the period from July 1, 2020 to the date
of this Circular, 40,000 Monarch Options expired or were cancelled, 1,127,500 Monarch Options were exercised and
2,815,000 Monarch Options were granted under Monarch’s Monarch Option Plan, and 19,945,083 Monarch Options
are available for grants under the Monarch Option Plan as at the date hereof, i.e., about 6.21% of the issued and
outstanding Monarch Shares.
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Securities Authorized for Issuance Under Equity Compensation Plans
Equity Compensation Plan Information
The only compensation plan of Monarch under which securities are currently authorized for issuance is the Monarch
Option Plan. The following table summarizes information relating to the Monarch Shares reserved for issuance under
the Monarch Option Plan as of June 30, 2020.
Equity Compensation Plan Information
Number of securities to be
issued upon exercise of
outstanding options

Plan Category

(% of the number of Monarch
Shares issued and
outstanding)
(a)

Equity compensation
plan approved by
securityholders
Equity compensation
plan not approved by
securityholders
Total

Weightedaverage
exercise price
of outstanding
options
(b)

Number of securities remaining available
for future issuance under equity
compensation plans (excluding securities
reflected in column (a))
(% of the number of Monarch Shares
issued and outstanding)
(c)

10,487,500(1)
(3.57%)

$0.30

18 921 195(1)
(6.43%)

N/A

N/A

N/A

10,487,500 (1)
(3.57%)

$0.30

18 921 195(1)
(6.43%)

Note:
(1)

This number is dated as at June 30, 2020. Therefore, this number will vary since the Monarch Option Plan provides that Monarch
may grant Monarch Options to purchase a maximum number of Monarch Shares corresponding to 10% of the number of outstanding
Monarch Shares from time to time.

Other Compensation Matters
Indebtedness of directors and executive officers
As of the date of the Circular, no executive officer, director, proposed nominee for election as a director, and each
associate of any such persons, or employee, former or present, of Monarch was indebted to Monarch or Monarch’s
subsidiaries or to another entity where the indebtedness was subject to a guarantee, support agreement, letter of credit
or other similar arrangement or understanding provided by Monarch or the Monarch’s subsidiaries.
Insurance and indemnification of directors and officers
Monarch carries insurance for its directors and officers in an aggregate amount of $10,000,000 covering their civil
liability in the performance of their respective duties as directors or officers. The approximate amount of premiums
paid by Monarch during the fiscal year ended June 30, 2020 for this insurance was $43,000.

-123-

CORPORATE GOVERNANCE
General Comment
The information on Monarch’s corporate governance provided hereinafter is required under NI 58-101 respecting
Disclosure of Corporate Governance Practices, Form 58-101F1 and the TSX Company Manual.
The Monarch Board
Mss. Guylaine Daigle and Laurie Gaborit and Messrs. Michel Bouchard, Yohann Bouchard and Christian Pichette are
independent directors.
Mr. Jean-Marc Lacoste, President and Chief Executive Officer of Monarch, is not an independent director within the
meaning of Section 1.4 of NI 52-110 because he is an executive officer of Monarch.
Five of the six individuals who are proposed nominees for election as directors are independent within the meaning
of Section 1.4 of NI 52-110.
The following directors are currently directors of other issuers that are also reporting issuers (or the equivalent) in a
territory of Canada or in a foreign territory:
Name of Director

Issuer

Michel Bouchard

Sirios Resources Inc.
Cartier Resources Inc.

Laurie Gaborit

Gold Terra Resource Corp.

The independent directors of the Monarch Board do not hold regularly scheduled meetings at which the nonindependent directors and the members of management are not in attendance. However, at each regular board and
committee meeting that is held, the opportunity is given to the independent directors to hold “in camera” sessions
(i.e. sessions in the absence of non-independent directors and members of management). During the fiscal year ended
June 30, 2020, the Monarch Board held a total of eight meetings, five of which were regularly scheduled meetings
during which the independent directors had the opportunity to hold such “in camera” sessions. The independent
directors did not hold any “in camera” session during the last financial year. In addition, at any meeting of the
Monarch Board and Monarch Board committees, any independent director may request that management be absent
for the duration of the meeting or any part of it.
Mr. Michel Bouchard is Chairman of the Monarch Board and is an independent director as defined in Section 1.4 of
NI 52-110. As Chair of the Monarch Board, he ensures that the Monarch Board carries out its duties, responsibilities
and obligations. The Chairman of the Monarch Board promotes the integrity of the Monarch Board and a culture
where the Monarch Board works harmoniously in the long-term interest of Monarch and its stakeholders. He also
provides independent leadership to the Monarch Board in the governance of Monarch.
The table below shows the number of Monarch Board and Monarch Board committee meetings attended by each
director during the fiscal year that ended June 30, 2020
Directors
Michel Baril(1)
Michel Bouchard
Yohann Bouchard(2)
Guy Bourassa(3)
Guylaine Daigle(4)
Laurie Gaborit(5)
Christian Pichette
Jean-Marc Lacoste

Monarch Board

Audit Committee

Compensation Committee

5/5
8/8
N/A
4/5
2/3
6/6
8/8
8/8

3/3
4/4
N/A
N/A
1/1
N/A
4/4
N/A

1/1
N/A
N/A
N/A
N/A
N/A
1/1
N/A
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Note:
(1)
(2)
(3)
(4)
(5)

Mr. Baril resigned from the Monarch Board with an effective date of April 23, 2020.
Mr. Yohann Bouchard joined the Monarch Board on June 15, 2020.
Mr. Bourassa resigned from the Monarch Board with an effective date of April 23, 2020.
Ms. Daigle joined the Monarch Board on April 23, 2020.
Ms. Gaborit joined the Monarch Board on October 28, 2019.

Monarch Board Mandate
The Monarch Board has not yet adopted a written formal mandate describing the Monarch Board’s duties,
responsibilities and role as well as the Monarch Board’s expectations of individual directors and of management.
Primary Role and Objectives
The mandate of the Monarch Board is to supervise the management of the business and affairs of Monarch. The
Monarch Board monitors the manner in which Monarch conducts its business as well as the senior management
responsible for the day-to-day operations of Monarch. The Monarch Board sets Monarch’s policies, assesses their
implementation by management and reviews the results.
Its fundamental objectives are to enhance and preserve long-term shareholder value and to ensure that Monarch
conducts business in an ethical and safe manner, having regard for the legitimate interests of its stakeholders.
The Monarch Board, either directly or through one of its committees, assumes specific responsibility for the following
five (5) matters: (i) the adoption of a strategic planning process; (ii) the identification of the principal risks of
Monarch’s business and the implementation of appropriate systems to effectively manage these risks; (iii) the
appointing, training, evaluation and monitoring of senior management as well as planning for their succession; (iv)
communications with shareholders and the public at large; and (v) the integrity of Monarch’s internal control and
management information systems. At the end of each fiscal year, the Monarch Board receives, analyses and, where
appropriate, approves a yearly plan of action and budget submitted by the President and Chief Executive Officer for
the following fiscal year. Throughout the fiscal year, the Monarch Board receives periodic reports from the President
and Chief Executive Officer and other senior executives to monitor Monarch’s performance with reference to the
adopted budget. Monarch periodically reviews its strategic plan in light of developments in the mining industry and
Monarch’s development. This strategic plan is produced along with five-year financial forecasts. In addition to
decisions requiring formal approval by the Monarch Board pursuant to the law or Monarch’s articles of incorporation
and by-laws, the Monarch Board makes all important decisions concerning, among other things, major investments
and significant divestitures.
Position Description
The Monarch Board has not yet established written position descriptions for the Chairman of the Monarch Board and
the Chairs of Monarch Board committees. The role and responsibilities of the Chairman of the Monarch Board
essentially consist of assuming sound and effective leadership to ensure the Monarch Board is adequately carrying its
mandate.
Following each committee meeting, the committee chairman must report to the Monarch Board. More generally, the
committee chairman must take all reasonable measures to ensure that the committee assumes its responsibilities and
fulfills its specific obligations.
The Monarch Board has not yet established a written description position for the Chief Executive Officer position.
The Chief Executive Officer must determine and implement the appropriate systems for each of the five (5) areas of
responsibility of the Monarch Board described above (except monitoring the President and Chief Executive Officer)
which the Monarch Board must review and, once approved, monitor. The Monarch Board’s main expectations of
Monarch’s management are to protect Monarch’s interests and ensure the long-term growth of shareholder value.
Orientation and Continuing Education
New directors are given the opportunity to familiarize themselves with Monarch by visiting the various mining sites
and by meeting with other members of the Monarch Board and senior management. In addition, each new director is
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provided with corporate policies, reports, summaries, analyses and other documents relating to his or her role and
duties as a director and, more generally, to Monarch’s business and affairs.
The Monarch Board encourages the directors to take relevant training programs offered by different regulatory bodies
and gives them the opportunity to expand their knowledge about the nature and operations of Monarch.
Ethical Business Conduct
A director, in the exercise of his functions and responsibilities, must act with complete honesty and good faith in the
best interest of Monarch. He must also act in accordance with the applicable laws, regulations and policies.
In the event of a conflict of interest, a director is required to declare the nature and extent of any material interest he
has in any important contract or proposed contract of Monarch, as soon as he has knowledge of the agreement or of
Monarch’s intention to consider or enter into the proposed contract and in such a case, the director will abstain from
voting on the subject.
As of the date of this Circular, the Monarch Board has adopted a code of ethics and business conduct for directors,
officers and employees of Monarch (the “Code of Ethics”). Consultants and suppliers of goods and services are also
required to comply with the provisions of the Code of Ethics. A copy of the Code of Ethics can be found on Monarch’s
website (www.monarquesgold.com under “About Us / Governance”).
The Code of Ethics covers the expected conduct of each director, officer and employee of Monarch, including conflicts
of interest, protection of assets, confidentiality of corporate and personal information, and the obligation to act fairly
and to respect the law. The Code of Ethics is designed to promote integrity and deter wrongdoing. Each director,
officer and employee is required to formally commit to comply with the Code of Ethics. The Monarch Board, by itself
or through one of its committees, ensures compliance with the Code of Ethics. Given the fundamental nature of the
Code of Ethics, any breach of its requirements by a member of management or an employee is grounds for termination.
Nomination of Directors
The Monarch Board designates new candidates for the position of director.
The Monarch Board carefully reviews and assesses the professional skills and abilities, the personality and other
qualifications of each candidate, including the time and energy that the candidate is able to devote to this task as well
as the contribution that he or she can make to the Monarch Board.
During the fiscal year ended June 30, 2019, the Monarch Board established a committee to oversee nominations
composed entirely of independent directors. A charter outlining the functions, responsibilities and role of this new
committee is available on Monarch’s website at www.monarquesgold.com.
Compensation
During the last financial year, the Monarch Board determined the compensation of Monarch’s directors and officers.
For details regarding the process of determining compensation paid to Named Executive Officers, including the Chief
Financial Officer, as well as the directors of Monarch, see “Named Executive Officer and Director Compensation –
Compensation Discussion and Analysis” of this Circular.
During the fiscal year ended June 30, 2019, the Monarch Board established a committee to oversee compensation
composed entirely of independent directors. A charter outlining the functions, responsibilities and role of this new
committee is available on Monarch’s website at www.monarquesgold.com.
Other Monarch Board Committees
Besides the Audit Committee and the Human Resources, Compensation and Nominating Committee, the Monarch
Board does not have any other standing committees.
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Composition of the Monarch Board Standing Committees
As at the date of the Circular, the following directors are assigned to the standing committees of the Monarch Board
as indicated below:
Committee

Directors

Audit Committee

Guylaine Daigle (chair)
Michel Bouchard
Christian Pichette

Human Resources, Compensation and Nominating Committee

Christian Pichette (chairman)
Guylaine Daigle
Laurie Gaborit

Assessments
Different methods are used to assess the Monarch Board, namely, surveys, interviews, group discussions and other
similar methods. Given Monarch’s previous and current stage of development, the Monarch Board has not yet put in
place a formal and documented evaluation process.
Renewal of the Monarch Board
Monarch does not set a term of office for directors serving on the Monarch Board because it believes that setting a
fixed duration or mandatory retirement age for directors would deprive Monarch of the value that long-time directors
bring thanks to their knowledge of Monarch and their experience.
The informal process for annual assessment of the Monarch Board and its members has so far made it possible to
determine whether the composition of the Monarch Board has remained appropriate. Such assessment serves as an
ongoing mechanism for renewing the term of directors serving on the Monarch Board.
Diversity
On January 1st, 2020, amendments to the CBCA entered into force requiring new disclosure of the number of:
(i) women; (ii) Aboriginal peoples; (iii) people with disabilities; and (iv) members of visible minorities (collectively,
the “Designated Groups”) on the Monarch Board and in senior management positions with Monarch.
Monarch recognizes the benefits of diversity within the Monarch Board, at the senior management level and all levels
of the organization. Although the Monarch Board takes into account the representation of women on the Monarch
Board when seeking and selecting candidates for the positions of directors for a first or new term, in light of Monarch’s
stage of development, management and the Monarch Board do not consider it necessary at this time to adopt a formal
written policy on seeking and selecting women candidates, or members of other Designated Groups, for the positions
of directors or members of senior management and setting a target in this regard. For the fiscal year ended June 30,
2020, and among the proposed nominees for election as directors at the Meeting, there were two women on the
Monarch Board, Mmes. Guylaine Daigle and Laurie Gaborit (33.33%).
For senior management, the Monarch Board considers representation by women when making appointments but, in
light of Monarch’s stage of development, management and the Monarch Board do not consider it necessary at this
time to set a target for the representation of women or members of other Designated Groups at the senior management
level. The Monarch Board considers above all each candidate’s qualifications and competencies to create as much
value as possible for Monarch. For the fiscal year ended June 30, 2020, there were no women or member of other
Designated Groups among the members of senior management of Monarch (0%).
The Monarch Board has not adopted a formal policy relating to term limits for directors. The Monarch Board strives
to be constituted to achieve a balance between experience and the need for renewal and fresh perspective. The Monarch
Board does not believe such policy is appropriate given Monarch’s size and stage of development.
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Audit Committee
Information relating to Monarch’s Audit Committee is available under the section entitled “Audit Committee” of
Monarch AIF for the fiscal year ended June 30, 2020. A copy of this document has been filed by Monarch under its
profile on SEDAR at www.sedar.com.
OTHER INFORMATION
Indebtedness of Directors and Executive Officers
At no time during the financial year ended June 30, 2020 or within 30 days of the date of this Circular has any director,
officer or employee, or former director, officer or employee, of Monarch or any of its subsidiaries, or any associate or
affiliate of any such director, officer or employee, been indebted to Monarch.
Other Matters
Management of Monarch is not aware of any matters to come before the Meeting other than as set forth in the Notice
of Meeting that accompanies this Circular. If any other matter properly comes before the Meeting, it is the intention
of the persons named in the enclosed form of proxy to vote the Monarch Shares represented thereby in accordance
with their best judgment on such matter.
Interests of Informed Persons in Material Transactions
Other than as disclosed in this Circular or the documents incorporated by reference herein, since July 1, 2019, no
informed person or anyone associated or affiliated with any of them, has or had any material interest, direct or indirect,
in any transaction since the beginning of Monarch’s most recently completed financial year or proposed transaction
which has materially affected or would materially affect Monarch or any of its respective subsidiaries or affiliates.
Interests of Certain Persons in Matters to be Acted upon
Other than as disclosed in this Circular, none of Monarch, Monarch’s directors or executive officers, or anyone
associated or affiliated with any of them, has or had a material interest in any item of business at the Meeting. A
material interest is one that could reasonably interfere with the ability to make independent decisions.
Auditors
The auditor of Monarch is KPMG LLP, Chartered Professional Accountants.
The auditor of Yamana is Deloitte LLP, Independent Registered Public Accounting Firm.
Interests of Experts
The consolidated financial statements of Monarch incorporated by reference in this Circular have been audited by
KPMG LLP, as stated in their report which is also incorporated herein by reference. KPMG LLP is independent with
respect to Monarch within the meaning of the relevant rules and related interpretations prescribed by the relevant
bodies in Canada. All tax related matters relating to the Arrangement have been passed upon by KPMG LLP.
Deloitte LLP, Independent Registered Public Accounting Firm, is independent with respect to Yamana within the
meaning of the Rules of Professional Conduct of the Chartered Professional Accountants of Ontario and within the
meaning of the U.S. Securities Act of 1933, as amended, and the applicable rules and regulations thereunder adopted
by the SEC and the PCAOB.
Stifel Nicolaus Canada Inc. is named in this Circular as having prepared or certified a report, statement or opinion in
this Circular, specifically the Fairness Opinion. See “The Arrangement –Fairness Opinion”. Except for the fees to be
paid to Stifel Nicolaus Canada Inc., to the knowledge of Monarch, none of the financial advisors, the directors,
officers, employees and partners, as applicable, beneficially owns, directly or indirectly, 1% or more of the outstanding
securities of Monarch or any of its associates or affiliates, has received or will receive any direct or indirect interests
in the property of Monarch or any of its associates or affiliates, or is expected to be elected, appointed or employed as
a director, officer or employee of Monarch or any associate or affiliate thereof.
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Carl Caumartin, P. Eng., Alain Dorval, P. Eng., John Henning, P. Eng., Richard Jundis, P. Eng., Luciano Piciacchia,
P. Eng. and Tudorel Ciuculescu, P. Geo have acted as “qualified persons” within the meaning of NI 43-101 on the
Wasamac Technical Report related to the Wasamac Property contained in this Circular, or incorporated by reference
herein. To Monarch’s knowledge, each of the foregoing firms or persons beneficially owns, directly or indirectly, less
than 1% of the issued and outstanding Monarch Shares.
The technical and scientific information contained in this Circular or in the documents incorporated by reference
herein, as it relates to Monarch or SpinCo, was reviewed and approved in accordance with NI 43-101 by Marc-André
Lavergne, P.Eng., Vice President, Operations and Community Relations of Monarch and a “Qualified Person” as
defined in NI 43-101. To Monarch’s knowledge, Mr. Lavergne beneficially owns, directly or indirectly, less than 1%
of the issued and outstanding Monarch Shares.
Additional Information
Additional information relating to Monarch has been filed by Monarch under its profile on SEDAR at www.sedar.com.
The financial information concerning Monarch is provided in the Monarch Annual Financial Statements and Monarch
Annual MD&A, as well as in the Monarch Interim Financial Statements and related management’s discussion and
analysis, all of which have been filed by Monarch under its profile on SEDAR at www.sedar.com, together with
Monarch’s other public disclosure. Monarch Shareholders requesting a copy of the Monarch Annual Financial
Statements and Monarch Annual MD&A may do so as follows: by telephone at 1 (888) 994-4465; by e-mail at
info@monarquesgold.com; and by mail at Monarch Gold Corporation, 68, Avenue de la Gare, Suite 205, Québec,
Québec J0R 1R0, Attention: Mr. Jean-Marc Lacoste.
LEGAL MATTERS
Except for tax related matters, certain other Canadian legal matters in connection with the Arrangement have been
passed upon by Stein Monast LLP on behalf of Monarch. As of the date hereof, the partners and associates of Stein
Monast LLP as a group beneficially owned, directly or indirectly, less than 1% of the Monarch Shares and less than
1% of the SpinCo Shares.
APPROVAL OF DIRECTORS
The contents and sending of this Circular, including the Notice of Meeting, have been approved and authorized by the
Monarch Board.
BY ORDER OF THE BOARD OF DIRECTORS
OF MONARCH GOLD CORPORATION

“Jean-Marc Lacoste”
Jean-Marc Lacoste
President, Chief Executive Officer
and Director
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APPENDIX A
ARRANGEMENT RESOLUTION
RESOLUTION OF THE SECURITYHOLDERS
OF MONARCH GOLD CORPORATION (the “Corporation”)
BE IT RESOLVED AS A SPECIAL RESOLUTION THAT:
A.
The arrangement (as it may be modified or amended, the “Arrangement”) under Section 192 of the Canada
Business Corporations Act (the “CBCA”) involving the Corporation and Yamana Gold Inc. (the “Purchaser”), all as
more particularly described and set forth in the plan of arrangement (as it may be modified or amended, the “Plan of
Arrangement”) attached as Appendix A to the Management Information Circular of the Corporation dated November
30, 2020 (the “Information Circular”), is hereby authorized, approved and agreed to.
B.
The Arrangement Agreement dated as of November 1, 2020 between the Corporation and the Purchaser (as
it may be amended from time to time, the “Arrangement Agreement”), the actions of the directors of the Corporation
in approving the Arrangement and the Arrangement Agreement and the actions of the directors and officers of the
Corporation in executing and delivering the Arrangement Agreement and causing the performance by the Corporation
of its obligations thereunder are hereby confirmed, ratified, authorized and approved.
C.
Notwithstanding that this resolution has been passed (and the Arrangement approved and agreed to) by
shareholders and optionholders of the Corporation (the “Securityholders”) or that the Arrangement has been approved
by the Québec Superior Court of Justice, the directors of the Corporation are hereby authorized and empowered
without further approval of any Securityholders of the Corporation (i) to amend the Arrangement Agreement or the
Plan of Arrangement to the extent permitted by the Arrangement Agreement or Plan of Arrangement and (ii) not to
proceed with the Arrangement at any time prior to the Effective Time (as defined in the Arrangement Agreement) and
revoke this resolution at any time prior to the filing of articles of arrangement giving effect to the Arrangement.
D.
Any one director or officer of the Corporation is hereby authorized, empowered and instructed, acting for, in
the name and on behalf of the Corporation, to execute or cause to be executed, and to deliver or to cause to be delivered,
for filing with the Director under the CBCA articles of arrangement and all such other documents and to do or to cause
to be done all such other acts and things as in such person’s opinion may be necessary or desirable in order to carry
out the intent of the foregoing paragraphs of these resolutions and the matters authorized thereby, such determination
to be conclusively evidenced by the execution and delivery of such document or the doing of such act or thing.
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APPENDIX B
PLAN OF ARRANGEMENT UNDER SECTION 192
OF THE CANADA BUSINESS CORPORATIONS ACT
See attached.
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PLAN OF ARRANGEMENT UNDER SECTION 192
OF THE CANADA BUSINESS CORPORATIONS ACT
ARTICLE 1.
DEFINITIONS AND INTERPRETATION
Section 1.1

Definitions.

,Q WKLV 3ODQ RI $UUDQJHPHQW XQOHVV WKHUH LV VRPHWKLQJ LQ WKH VXEMHFW PDWWHU RU FRQWH[W LQFRQVLVWHQW
WKHUHZLWKWKHIROORZLQJWHUPVVKDOOKDYHWKHUHVSHFWLYHPHDQLQJVVHWRXWEHORZDQGJUDPPDWLFDOYDULDWLRQV
RIWKRVHWHUPVVKDOOKDYHFRUUHVSRQGLQJPHDQLQJV
D

³Arrangement´PHDQVWKHDUUDQJHPHQWXQGHUWKHSURYLVLRQVRI6HFWLRQRIWKH&%&$RQWKH
WHUPVDQGFRQGLWLRQVVHWRXWLQWKLV3ODQRI$UUDQJHPHQWVXEMHFWWRDQ\DPHQGPHQWVRUYDULDWLRQV
WKHUHWRPDGHLQDFFRUGDQFHZLWK6HFWLRQRIWKH$UUDQJHPHQW$JUHHPHQWRU $UWLFOHRIWKLV
3ODQRI$UUDQJHPHQWRUPDGHDWWKHGLUHFWLRQRIWKH&RXUWLQWKH)LQDO2UGHUZLWKWKHFRQVHQWRI
WKH&RPSDQ\DQGWKH3XUFKDVHUHDFKDFWLQJUHDVRQDEO\

E

³Arrangement Agreement´ PHDQV WKH DJUHHPHQW PDGH DV RI 1RYHPEHU   EHWZHHQ WKH
&RPSDQ\DQGWKH3XUFKDVHULQFOXGLQJWKHVFKHGXOHVWKHUHWRDVWKHVDPHPD\EHVXSSOHPHQWHGRU
DPHQGHGIURPWLPHWRWLPH

F

³Arrangement Resolution´ PHDQV WKH VSHFLDO UHVROXWLRQ WR EH FRQVLGHUHG DQG LI WKRXJKW ILW
SDVVHG E\ WKH &RPSDQ\ 6HFXULW\KROGHUV YRWLQJ DV D VLQJOH FODVV DW WKH &RPSDQ\ 0HHWLQJ WR
DSSURYHWKH$UUDQJHPHQWVXEVWDQWLDOO\LQWKHIRUPVHWRXWLQ6FKHGXOH³%´WRWKH$UUDQJHPHQW
$JUHHPHQW

G

³Articles of Arrangement´PHDQVWKHDUWLFOHVRIDUUDQJHPHQWRIWKH&RPSDQ\LQUHVSHFWRIWKH
$UUDQJHPHQWWREHILOHGZLWKWKH'LUHFWRUDIWHUWKH)LQDO2UGHULVPDGHZKLFKVKDOOLQFOXGHWKLV
3ODQRI$UUDQJHPHQWDQGRWKHUZLVHEHLQDIRUPDQGFRQWHQWVDWLVIDFWRU\WRWKH&RPSDQ\DQGWKH
3XUFKDVHUHDFKDFWLQJUHDVRQDEO\

H

³Business Day´ PHDQV D GD\ RWKHU WKDQ D 6DWXUGD\ D 6XQGD\ RU DQ\ RWKHU GD\ RQ ZKLFK
FRPPHUFLDO EDQNLQJ LQVWLWXWLRQV LQ 0RQWUHDO 4XpEHF RU LQ 7RURQWR 2QWDULR DUH DXWKRUL]HG RU
UHTXLUHGE\DSSOLFDEOH/DZWREHFORVHG

I

³Canadian Resident´ PHDQV D EHQHILFLDO RZQHU RI &RPSDQ\ 6KDUHV LPPHGLDWHO\ SULRU WR WKH
(IIHFWLYH7LPHZKRLVDUHVLGHQWRI&DQDGDIRUSXUSRVHVRIWKH7D[$FWDQGDQ\DSSOLFDEOHLQFRPH
WD[WUHDW\RUFRQYHQWLRQ RWKHUWKDQD7D[([HPSW3HUVRQ RUDSDUWQHUVKLSDQ\PHPEHURIZKLFK
LVDUHVLGHQWRI&DQDGDIRUWKHSXUSRVHVRIWKH7D[$FWDQGDQ\DSSOLFDEOHLQFRPHWD[WUHDW\RU
FRQYHQWLRQ RWKHUWKDQD7D[([HPSW3HUVRQ 

J

³CBCA´PHDQVWKHCanada Business Corporations ActLQFOXGLQJDOOUHJXODWLRQVPDGHWKHUHXQGHU

K

³Certificate of Arrangement´ PHDQV WKH FHUWLILFDWH RI DUUDQJHPHQW LVVXHG E\ WKH 'LUHFWRU
SXUVXDQWWR6XEVHFWLRQ  RIWKH&%&$LQUHVSHFWRIWKH$UWLFOHVRI$UUDQJHPHQW

L

³Company´PHDQV0RQDUFK*ROG&RUSRUDWLRQDFRUSRUDWLRQLQFRUSRUDWHGXQGHUWKHIHGHUDOODZV
RI&DQDGD

M

³Company Board´PHDQVWKHERDUGRIGLUHFWRUVRIWKH&RPSDQ\
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N

³Company Certificated Warrants´ PHDQV WKH ZDUUDQWV LQFOXGLQJ IRU JUHDWHU FHUWDLQW\ WKH
FRPSHQVDWLRQZDUUDQWVWRDFTXLUH&RPSDQ\6KDUHVLVVXHGSXUVXDQWWRFHUWDLQVWDQGDORQHZDUUDQW
FHUWLILFDWHVRIWKH&RPSDQ\DVVHWIRUWKLQ6HFWLRQRIWKH&RPSDQ\'LVFORVXUH/HWWHU

O

³Company Class A Shares´KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQ6HFWLRQ K L 

P

³Company Common Shares´PHDQVWKHFRPPRQVKDUHVLQWKHFDSLWDORIWKH&RPSDQ\

Q

³Company Disclosure Letter´PHDQVWKHOHWWHUGHOLYHUHGE\WKH&RPSDQ\WRWKH3XUFKDVHUZLWK
UHVSHFWWRFHUWDLQPDWWHUVLQWKH$UUDQJHPHQW$JUHHPHQW

R

³Company Dissent Procedures´PHDQVWKHSURFHGXUHVWREHWDNHQE\D&RPSDQ\6KDUHKROGHULQ
H[HUFLVLQJ&RPSDQ\'LVVHQW5LJKWV

S

³Company Dissent Rights´ PHDQV WKH ULJKWV RI GLVVHQW LQ UHVSHFW RI WKH $UUDQJHPHQW DV
FRQWHPSODWHGLQWKLV3ODQRI$UUDQJHPHQW

T

³Company In-The-Money Option´PHDQVD&RPSDQ\2SWLRQKDYLQJDQ,QWKH0RQH\$PRXQW

U

³Company Indenture Warrants´PHDQVWKHZDUUDQWVWRDFTXLUH&RPSDQ\6KDUHVLVVXHGSXUVXDQW
WRWKH&RPSDQ\:DUUDQW,QGHQWXUHDVVHWIRUWKLQ6HFWLRQRIWKH&RPSDQ\'LVFORVXUH/HWWHU

V

³Company Meeting´PHDQVWKHVSHFLDOPHHWLQJRIWKH&RPSDQ\6HFXULW\KROGHUVLQFOXGLQJDQ\
DGMRXUQPHQWRUSRVWSRQHPHQWWKHUHRIWREHFDOOHGDQGKHOGLQDFFRUGDQFHZLWKWKH,QWHULP2UGHU
IRUWKHSXUSRVHRIFRQVLGHULQJDQGLIWKRXJKWILWDSSURYLQJWKH$UUDQJHPHQW5HVROXWLRQ

W

³Company Option Plan´PHDQVWKH$PHQGHGDQG5HVWDWHG6WRFN2SWLRQ3ODQDVDGRSWHG
E\WKH&RPSDQ\%RDUGRQ2FWREHUDQGDPHQGHGDVRI1RYHPEHU'HFHPEHU
$XJXVWDQG0D\

X

³CompanyOption´PHDQVDQRSWLRQWRDFTXLUHD&RPSDQ\&RPPRQ6KDUHJUDQWHGSXUVXDQWWR
WKH &RPSDQ\ 2SWLRQ 3ODQ ZKLFK LV RXWVWDQGLQJ DQGXQH[HUFLVHG ZKHWKHU RU QRW YHVWHG DWWKH
(IIHFWLYH7LPHDQGVKDOOLQFOXGHDOO&RPSDQ\,QWKH0RQH\2SWLRQVDQGDOO&RPSDQ\2XWRIWKH
0RQH\2SWLRQV

Y

³Company Optionholder´PHDQVDKROGHURIRQHRUPRUH&RPSDQ\2SWLRQV

Z

“Company Option Shares´PHDQVWKH&RPSDQ\6KDUHVWREHLVVXHGWRKROGHUVRI&RPSDQ\,Q
WKH0RQH\2SWLRQVSXUVXDQWWR6HFWLRQ G RIWKH3ODQRI$UUDQJHPHQW

[

³Company Out-of-the-Money Option´PHDQVD&RPSDQ\2SWLRQWKDWLVQRWD&RPSDQ\,Q7KH
0RQH\2SWLRQ

\

³Company Securityholders´PHDQVFROOHFWLYHO\WKH&RPSDQ\6KDUHKROGHUVDQGWKH&RPSDQ\
2SWLRQKROGHUV

]

³Company Shareholder´PHDQVDKROGHURIRQHRUPRUH&RPSDQ\6KDUHV

DD

³Company Shares´ PHDQV WKH &RPSDQ\ &RPPRQ 6KDUHV RUWKH &RPSDQ\ &ODVV $ 6KDUHV DV
DSSOLFDEOH

EE

³Company Warrantholder´PHDQVDKROGHURIRQHRUPRUH&RPSDQ\:DUUDQWV
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FF

³Company Warrants´PHDQVFROOHFWLYHO\WKH&RPSDQ\&HUWLILFDWHG:DUUDQWVDQGWKH&RPSDQ\
,QGHQWXUH:DUUDQWV

GG

³Company Warrant Indenture´ PHDQV WKH ZDUUDQW LQGHQWXUH EHWZHHQ WKH &RPSDQ\ DQG
&RPSXWHUVKDUH 7UXVW &RPSDQ\ RI &DQDGD DV ZDUUDQW DJHQW GDWHG DV RI 6HSWHPEHU  
JRYHUQLQJWKH&RPSDQ\:DUUDQWVWKDWDUHFXUUHQWO\H[HUFLVDEOHWRSXUFKDVHRQH&RPSDQ\6KDUHDW
DSULFHRIXQWLO6HSWHPEHU

HH

³Consideration´PHDQVWKHFRQVLGHUDWLRQWREHUHFHLYHGSXUVXDQWWRWKH3ODQRI$UUDQJHPHQWLQ
UHVSHFWRIHDFK&RPSDQ\6KDUHWKDWLVLVVXHGDQGRXWVWDQGLQJLPPHGLDWHO\SULRUWRWKH(IIHFWLYH
7LPHFRQVLVWLQJRI L WKH3XUFKDVHU6KDUH&RQVLGHUDWLRQ LL WKH3XUFKDVHU&DVK&RQVLGHUDWLRQ
DQG LLL RID6SLQ&R6KDUH

II

³Court´PHDQVWKH4XpEHF6XSHULRU&RXUWRI FRPPHUFLDOGLYLVLRQ LQWKHGLVWULFWRI4XpEHF

JJ

³CRA´PHDQVWKH&DQDGD5HYHQXH$JHQF\

KK

³Depositary´ PHDQV $677UXVW &RPSDQ\ RU DQ\ RWKHUWUXVW FRPSDQ\ EDQN RU RWKHUILQDQFLDO
LQVWLWXWLRQDJUHHGWRLQZULWLQJE\WKH&RPSDQ\DQGWKH3XUFKDVHUDSSRLQWHGIRUWKHSXUSRVHVRI
DPRQJRWKHUWKLQJVH[FKDQJLQJFHUWLILFDWHVUHSUHVHQWLQJ&RPSDQ\6KDUHVIRUWKH&RQVLGHUDWLRQLQ
FRQQHFWLRQZLWKWKH$UUDQJHPHQW

LL

³Director´PHDQVWKHGLUHFWRUDSSRLQWHGSXUVXDQWWR6HFWLRQRIWKH&%&$

MM

³Dissenting Company Shareholder´PHDQVDUHJLVWHUHGKROGHURI&RPSDQ\6KDUHVZKRKDVGXO\
DQG YDOLGO\ H[HUFLVHG WKH 'LVVHQW 5LJKWV LQ UHVSHFW RI WKH $UUDQJHPHQW 5HVROXWLRQ LQ VWULFW
FRPSOLDQFHZLWKWKH'LVVHQW5LJKWVDQGZKRKDVQRWZLWKGUDZQRUEHHQGHHPHGWRKDYHZLWKGUDZQ
VXFKH[HUFLVHRI'LVVHQW5LJKWV

NN

³Dissenting Shares´PHDQVWKH&RPSDQ\6KDUHVKHOGE\'LVVHQWLQJ&RPSDQ\ 6KDUHKROGHUVLQ
UHVSHFWRIZKLFKVXFK'LVVHQWLQJ&RPSDQ\6KDUHKROGHUVKDYHJLYHQ1RWLFHRI'LVVHQW

OO

³Distribution SpinCo Shares´KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQ6HFWLRQ I 

PP

³Effective Date´PHDQVWKHGDWHXSRQZKLFKWKH$UUDQJHPHQWEHFRPHVHIIHFWLYHDVVKRZQRQWKH
&HUWLILFDWHRI$UUDQJHPHQW

QQ

³Effective Time´PHDQVDP 7RURQWRWLPH RQWKH(IIHFWLYH'DWHRUVXFKRWKHUWLPHDVWKH
&RPSDQ\DQGWKH3XUFKDVHUPD\DJUHHXSRQLQZULWLQJSULRUWRWKH(IIHFWLYH'DWH

RR

³Eligible Holder´PHDQV L D&DQDGLDQ5HVLGHQWRU LL DQ(OLJLEOH1RQ5HVLGHQW

SS

³Eligible Non-Resident´PHDQVD1RQ5HVLGHQW6KDUHKROGHUZKRVH&RPSDQ\6KDUHVDUH³WD[DEOH
&DQDGLDQSURSHUW\´DQGQRW³WUHDW\SURWHFWHGSURSHUW\´LQHDFKFDVHDVGHILQHGLQWKH7D[$FW

TT

³Encumbrance´PHDQVDQ\PRUWJDJHK\SRWKHFSOHGJHDVVLJQPHQWFKDUJHOLHQFODLPVHFXULW\
LQWHUHVW DGYHUVH LQWHUHVW RWKHU WKLUG SHUVRQ LQWHUHVW RU HQFXPEUDQFH RI DQ\ NLQG ZKHWKHU
FRQWLQJHQWRUDEVROXWHDQGDQ\DJUHHPHQWRSWLRQULJKWRUSULYLOHJH ZKHWKHUE\ODZFRQWUDFWRU
RWKHUZLVH FDSDEOHRIEHFRPLQJDQ\RIWKHIRUHJRLQJ

UU

³Fair Market Value´ZLWKUHIHUHQFHWR
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L

D3XUFKDVHU6KDUHPHDQVWKHDPRXQWWKDWLVWKHFORVLQJSULFHRIWKH3XUFKDVHU6KDUHVRQ
WKH76;RQWKHODVWWUDGLQJGD\LPPHGLDWHO\SULRUWRWKH(IIHFWLYH'DWH

LL

D&RPSDQ\&ODVV$6KDUHPHDQVWKHDPRXQWWKDWLVWKHVXPRIWKH)DLU0DUNHW9DOXHRID
3XUFKDVHU6KDUHPXOWLSOLHGE\SOXV

LLL

D6SLQ&R6KDUHPHDQVWKHDPRXQWGHWHUPLQHGE\VXEWUDFWLQJWKH)DLU0DUNHW9DOXHRID
&RPSDQ\&ODVV$6KDUHIURPWKHFORVLQJSULFHRIWKH&RPSDQ\&RPPRQ6KDUHVRQWKH
76; RQ WKH ODVW WUDGLQJ GD\ LPPHGLDWHO\ EHIRUH WKH (IIHFWLYH 'DWH DQG GLYLGLQJ WKH
GLIIHUHQFHE\

VV

³Final Order´PHDQVWKHRUGHURIWKH&RXUWDSSURYLQJWKH$UUDQJHPHQWLQDIRUPDFFHSWDEOHWR
WKH&RPSDQ\DQG3XUFKDVHUHDFKDFWLQJUHDVRQDEO\JUDQWHGSXUVXDQWWR6HFWLRQ  H RIWKH
&%&$DIWHUDKHDULQJXSRQWKHSURFHGXUDODQGVXEVWDQWLYHIDLUQHVVRIWKHWHUPVDQGFRQGLWLRQVRI
WKH$UUDQJHPHQWDVVXFKRUGHUPD\EHDIILUPHGDPHQGHGPRGLILHGVXSSOHPHQWHGRUYDULHGE\
WKH&RXUW ZLWKWKHFRQVHQWRIWKH&RPSDQ\DQGWKH3XUFKDVHUHDFKDFWLQJUHDVRQDEO\ DWDQ\WLPH
SULRU WR WKH (IIHFWLYH 'DWH RU LI DSSHDOHG DV DIILUPHG RU DPHQGHG SURYLGHG WKDW DQ\ VXFK
DPHQGPHQWLVDFFHSWDEOHWRWKH&RPSDQ\DQGWKH3XUFKDVHUHDFKDFWLQJUHDVRQDEO\ RQDSSHDO
XQOHVVVXFKDSSHDOLVZLWKGUDZQDEDQGRQHGRUGHQLHG

WW

³final proscription date´KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQ6HFWLRQ

XX

³Former Company Optionholders´PHDQVDWDQGIROORZLQJWKH(IIHFWLYH7LPHWKHKROGHUVRI
&RPSDQ\2SWLRQVLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPH

YY

³Former Company Shareholders´PHDQVDWDQG IROORZLQJWKH(IIHFWLYH7LPHWKHKROGHUVRI
&RPSDQ\6KDUHVLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPH

ZZ

³Former Company WarrantholdersPHDQVDWDQGIROORZLQJWKH(IIHFWLYH7LPHWKHKROGHUVRI
&RPSDQ\:DUUDQWVLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPH

[[

³Governmental Authority´ PHDQV DQ\ PXOWLQDWLRQDO IHGHUDO SURYLQFLDO WHUULWRULDO VWDWH
UHJLRQDO PXQLFLSDO ORFDO RU RWKHU JRYHUQPHQW RU JRYHUQPHQWDO ERG\ DQG DQ\ GLYLVLRQ DJHQW
RIILFLDODJHQF\FRPPLVVLRQERDUGRUDXWKRULW\RIDQ\JRYHUQPHQW JRYHUQPHQWDOERG\TXDVL
JRYHUQPHQWDORUSULYDWHERG\ LQFOXGLQJDQ\VWRFNH[FKDQJH H[HUFLVLQJDQ\VWDWXWRU\UHJXODWRU\
H[SURSULDWLRQRUWD[LQJDXWKRULW\XQGHUWKHDXWKRULW\RIDQ\RIWKHIRUHJRLQJDQGDQ\GRPHVWLF
IRUHLJQRULQWHUQDWLRQDOMXGLFLDOTXDVLMXGLFLDORUDGPLQLVWUDWLYHFRXUWWULEXQDOFRPPLVVLRQERDUG
SDQHORUDUELWUDWRUDFWLQJXQGHUWKHDXWKRULW\RIDQ\RIWKHIRUHJRLQJ

\\

³holder´ZKHQXVHGZLWKUHIHUHQFHWRDQ\VHFXULWLHVRIWKH&RPSDQ\PHDQVWKHKROGHURIVXFK
VHFXULWLHVVKRZQIURPWLPHWRWLPHLQWKHFHQWUDOVHFXULWLHVUHJLVWHUPDLQWDLQHGE\RURQEHKDOIRI
WKH&RPSDQ\LQUHVSHFWRIVXFKVHFXULWLHV

]]

³Initial SpinCo Share´PHDQVRQH6SLQ&R6KDUHWREHLVVXHGE\6SLQ&RWRWKH&RPSDQ\SULRUWR
WKH(IIHFWLYH'DWH

DDD

³In-The-Money Amount´ PHDQVLQUHVSHFWRID&RPSDQ\2SWLRQWKHDPRXQWLIDQ\E\ZKLFK
WKHDJJUHJDWHFORVLQJSULFHRIWKH&RPSDQ\&RPPRQ6KDUHVWKDWDKROGHULVHQWLWOHGWRDFTXLUHRQ
H[HUFLVHRIWKH&RPSDQ\2SWLRQLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPHH[FHHGVWKHDJJUHJDWH
H[HUFLVHSULFHRIVXFK&RPSDQ\2SWLRQ
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EEE

³Interim Order´PHDQVWKHLQWHULPRUGHURIWKH&RXUWWREHLVVXHGIROORZLQJDSSOLFDWLRQWKHUHIRU
FRQWHPSODWHG E\ 6HFWLRQ  E  RI WKH $UUDQJHPHQW $JUHHPHQW DIWHU EHLQJ LQIRUPHG RI WKH
LQWHQWLRQWRUHO\XSRQWKHH[HPSWLRQIURPUHJLVWUDWLRQXQGHU6HFWLRQ D  RIWKH866HFXULWLHV
$FWZLWKUHVSHFWWRWKH3XUFKDVHU6KDUHVWKH6SLQ&R6KDUHVDQGWKH&RPSDQ\2SWLRQ6KDUHVLVVXHG
SXUVXDQWWRWKH$UUDQJHPHQWLQIRUPDQGVXEVWDQFHDFFHSWDEOHWRWKH&RPSDQ\DQGWKH3XUFKDVHU
HDFKDFWLQJUHDVRQDEO\SURYLGLQJIRUDPRQJRWKHUWKLQJVWKHFDOOLQJDQGKROGLQJRIWKH&RPSDQ\
0HHWLQJDVVXFKRUGHUPD\EHDIILUPHGDPHQGHGPRGLILHGVXSSOHPHQWHGRUYDULHGE\WKH&RXUW
ZLWKWKHFRQVHQWRIERWKWKH&RPSDQ\DQGWKH3XUFKDVHUHDFKDFWLQJUHDVRQDEO\

FFF

³Letter of Transmittal´ PHDQV WKH OHWWHU RI WUDQVPLWWDO VHQW E\ WKH &RPSDQ\ WR WKH &RPSDQ\
6KDUHKROGHUVIRUXVHLQFRQQHFWLRQZLWKWKH$UUDQJHPHQWSURYLGLQJIRUWKHGHOLYHU\RIFHUWLILFDWHV
UHSUHVHQWLQJ&RPSDQ\6KDUHVWRWKH'HSRVLWDU\

GGG

Non-ResidentPHDQVDSHUVRQWKDWLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPHLVQRWDQGLVQRW
GHHPHGWREHDUHVLGHQWRI&DQDGDIRUWKHSXUSRVHVRIWKH7D[$FWDQGDQ\DSSOLFDEOHLQFRPHWD[
WUHDW\RUFRQYHQWLRQ

HHH

Non-Resident ShareholderPHDQVD&RPSDQ\6KDUHKROGHUWKDWLV L D1RQ5HVLGHQWRU LL 
SDUWQHUVKLSRIZKLFKD1RQ5HVLGHQWLVDPHPEHU

III

³Notice of Dissent´ PHDQV D QRWLFH RI GLVVHQW GXO\DQG YDOLGO\ JLYHQ E\ DUHJLVWHUHG KROGHURI
&RPSDQ\6KDUHVH[HUFLVLQJ'LVVHQW5LJKWVDVFRQWHPSODWHGLQWKH,QWHULP2UGHUDQGDVGHVFULEHG
LQ$UWLFOH

JJJ

³Parties´PHDQVWRJHWKHUWKH3XUFKDVHUDQGWKH&RPSDQ\DQGPartyPHDQVHLWKHURQHRIWKHP

KKK

³Person´ PHDQV DQ LQGLYLGXDO SDUWQHUVKLS DVVRFLDWLRQ ERG\ FRUSRUDWH MRLQW YHQWXUH EXVLQHVV
RUJDQL]DWLRQ WUXVWHH H[HFXWRU DGPLQLVWUDWLYH OHJDO UHSUHVHQWDWLYH *RYHUQPHQWDO (QWLW\ RU DQ\
RWKHUHQWLW\ZKHWKHURUQRWKDYLQJOHJDOVWDWXV

LLL

³Plan of Arrangement´PHDQVWKLVSODQRIDUUDQJHPHQWSURSRVHGXQGHU6HFWLRQRIWKH&%&$
LQFOXGLQJDQ\DSSHQGLFHVKHUHWRDQGDQ\DPHQGPHQWVPRGLILFDWLRQVRUVXSSOHPHQWVKHUHWRPDGH
IURPWLPHWRWLPHLQDFFRUGDQFHZLWKWKHWHUPVKHUHRIRUPDGHDWWKHGLUHFWLRQRIWKH&RXUWLQWKH
)LQDO2UGHUZLWKWKHFRQVHQWRIWKH&RPSDQ\DQGWKH3XUFKDVHUHDFKDFWLQJUHDVRQDEO\

MMM

³Purchaser´PHDQV<DPDQD*ROG,QFDFRUSRUDWLRQIRUPHGXQGHUWKHIHGHUDOODZVRI&DQDGD

NNN

³Purchaser Cash Consideration´PHDQVLQFDVKSD\DEOHE\WKH3XUFKDVHUDVDFRPSRQHQW
RIWKH&RQVLGHUDWLRQSD\DEOHIRUHDFK&RPSDQ\&RPPRQ6KDUHRU&RPSDQ\&ODVV$6KDUHDVWKH
FDVHPD\EHDFTXLUHGE\WKH3XUFKDVHUSXUVXDQWWRWKH$UUDQJHPHQW

OOO

PurchaserShareConsiderationPHDQVRID3XUFKDVHU6KDUHLVVXDEOHDVDFRPSRQHQWRI
WKH &RQVLGHUDWLRQ SD\DEOH E\ WKH 3XUFKDVHU LQ H[FKDQJH IRU HDFK &RPSDQ\ &RPPRQ 6KDUH RU
&RPSDQ\&ODVV$6KDUHDVWKHFDVHPD\EHDFTXLUHGSXUVXDQWWRWKH$UUDQJHPHQW DQGLQFOXGLQJ
3XUFKDVHU6KDUHVWREHLVVXHGXSRQH[HUFLVHRI3XUFKDVHU5HSODFHPHQW:DUUDQWVDQGXSRQH[HUFLVH
RIWKH&RPSDQ\,QGHQWXUH:DUUDQWV 

PPP ³Purchaser Share Exchange Ratio´PHDQVRID3XUFKDVHU6KDUH
QQQ

³Replacement Purchaser Warrant´PHDQVDZDUUDQWWRSXUFKDVHIURPWKH3XUFKDVHURID
3XUFKDVHU6KDUH DQGZKHQDJJUHJDWHGZLWKWKHRWKHUVLPLODU5HSODFHPHQW3XUFKDVHU:DUUDQWVRI
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DKROGHURIVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWVUHVXOWLQJLQDIUDFWLRQRID3XUFKDVHU6KDUHWKH\
VKDOO EH URXQGHG GRZQ WR WKH QHDUHVW ZKROH QXPEHU RI 3XUFKDVHU 6KDUHV  (DFK 5HSODFHPHQW
3XUFKDVHU:DUUDQWVKDOOSURYLGHIRUDQH[HUFLVHSULFHSHU5HSODFHPHQW3XUFKDVHU:DUUDQW URXQGHG
XSWRWKHQHDUHVWZKROHFHQW HTXDOWRWKHH[HUFLVHSULFHSHU3XUFKDVHU6KDUHWKDWZRXOGRWKHUZLVH
EHSD\DEOHWRDFTXLUHD&RPSDQ\&RPPRQ6KDUHSXUVXDQWWRWKH&RPSDQ\&HUWLILFDWHG:DUUDQWLW
UHSODFHVOHVV DQGOHVVWKHH[HUFLVHSULFHRIWKH5HSODFHPHQW6SLQ&R:DUUDQW7KHWHUPRI
H[SLU\FRQGLWLRQVWRDQGPDQQHURIH[HUFLVH SURYLGHGDQ\5HSODFHPHQW3XUFKDVHU:DUUDQWVKDOO
EHH[HUFLVDEOHDWWKHRIILFHVRIWKH3XUFKDVHURULWVWUDQVIHUDJHQW DQGRWKHUWHUPVDQGFRQGLWLRQV
RIHDFK5HSODFHPHQW3XUFKDVHU:DUUDQWVKDOOEHDVQHDUO\HTXLYDOHQWDVSUDFWLFDEOHDVWKHWHUPV
DQG FRQGLWLRQV RI WKH FHUWLILFDWHV JRYHUQLQJ VXFK &RPSDQ\ &HUWLILFDWHG :DUUDQW IRU ZKLFK LWLV
H[FKDQJHG
RRR

³Replacement SpinCo Warrant´PHDQVDZDUUDQWWRSXUFKDVHIURP6SLQ&RRID6SLQ&R6KDUH
DQGZKHQDJJUHJDWHGZLWKWKHRWKHUVLPLODU5HSODFHPHQW6SLQ&R:DUUDQWVRIDKROGHURIVXFK
&RPSDQ\&HUWLILFDWHG:DUUDQWVUHVXOWLQJLQDIUDFWLRQRID6SLQ&R6KDUHWKH\VKDOOEHURXQGHG
GRZQWRWKHQHDUHVWZKROHQXPEHURI6SLQ&R6KDUHV (DFK5HSODFHPHQW6SLQ&R:DUUDQWVKDOO
SURYLGHIRUDQH[HUFLVHSULFHSHU6SLQ&R6KDUHGHWHUPLQHGE\WKHIROORZLQJIRUPXOD URXQGHGXS
WRWKHQHDUHVWZKROHFHQW 
RULJLQDOH[HUFLVHSULFHSHU&RPSDQ\&RPPRQ6KDUH[ )DLU0DUNHW9DOXHRID6SLQ&R6KDUH[
  )DLU0DUNHW9DOXHRID&RPSDQ\&ODVV$6KDUH )DLU0DUNHW9DOXHRID6SLQ&R6KDUH[
 
7KH WHUP RI H[SLU\ FRQGLWLRQV WR DQG PDQQHU RI H[HUFLVH SURYLGHG DQ\ 5HSODFHPHQW 6SLQ&R
:DUUDQWVKDOO EH H[HUFLVDEOHDW WKH RIILFHV RI 6SLQ&R RU LWVWUDQVIHU DJHQW DQGRWKHUWHUPV DQG
FRQGLWLRQVRIHDFK5HSODFHPHQW6SLQ&R:DUUDQWVKDOOEHDVQHDUO\HTXLYDOHQWDVSUDFWLFDEOHDVWKH
WHUPVDQGFRQGLWLRQVRIWKHFHUWLILFDWHVJRYHUQLQJVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWIRUZKLFKLW
LVH[FKDQJHG

SSS

³Section 85 Election´KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQ6HFWLRQ F 

TTT

³SpinCo´PHDQVDFRUSRUDWLRQWREHLQFRUSRUDWHGXQGHUWKH&%&$XQGHUDQDPHWREHGHWHUPLQHG
E\WKH&RPSDQ\SULRUWRWKH(IIHFWLYH7LPH SULRUWRWKH(IIHFWLYH7LPH

UUU

³SpinCo Conveyance Agreement´ KDV WKH PHDQLQJ DVFULEHG WR VXFKWHUP LQWKH $UUDQJHPHQW
$JUHHPHQW

VVV

³SpinCo Exchange Ratio´PHDQVRID6SLQ&R6KDUH

WWW

³SpinCo Liabilities´KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQWKH$UUDQJHPHQW$JUHHPHQW

XXX

³SpinCo Assets´ KDVWKHPHDQLQJDVFULEHGWRVXFKWHUPLQWKH$UUDQJHPHQW$JUHHPHQW

YYY

³SpinCo Shares´PHDQVFRPPRQVKDUHVLQWKHFDSLWDORI6SLQ&R

ZZZ ³Tax Act´PHDQVWKHIncome Tax Act &DQDGD LQFOXGLQJDOOUHJXODWLRQVWKHUHXQGHUDVDPHQGHG
[[[

³Tax Exempt Person´PHDQVDSHUVRQZKRLVH[HPSWIURPWD[XQGHU3DUW,RIWKH7D[$FW

\\\

³U.S. Securities Act´PHDQVWKH8QLWHG6WDWHVSecurities Act of 1933DVDPHQGHGDQGWKHUXOHV
DQGUHJXODWLRQVSURPXOJDWHGWKHUHXQGHU
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]]]

³U.S. Tax Code´PHDQVWKH8QLWHG6WDWHVInternal Revenue Code of 1986DVDPHQGHGDQG

DDDD

³Yamana Company Warrants´ PHDQV WKH &RPSDQ\ &HUWLILFDWHG :DUUDQWV LVVXHG WR WKH
3XUFKDVHUDVVHWIRUWKLQ6HFWLRQRIWKH&RPSDQ\'LVFORVXUH/HWWHU

:RUGVDQGSKUDVHVXVHGKHUHLQWKDWDUHGHILQHGLQWKH$UUDQJHPHQW$JUHHPHQWDQGQRWGHILQHGKHUHLQVKDOO
KDYHWKHVDPHPHDQLQJKHUHLQDVLQWKH$UUDQJHPHQW$JUHHPHQWXQOHVVWKHFRQWH[WRWKHUZLVHUHTXLUHV
:RUGVDQGSKUDVHVXVHGKHUHLQWKDWDUHGHILQHGLQWKH&%&$DQGQRWGHILQHGKHUHLQRULQWKH$UUDQJHPHQW
$JUHHPHQWVKDOOKDYHWKHVDPHPHDQLQJKHUHLQDVLQWKH&%&$XQOHVVWKHFRQWH[WRWKHUZLVHUHTXLUHV
Section 1.2

Interpretation Not Affected by Headings.

7KHGLYLVLRQRIWKLV3ODQRI$UUDQJHPHQWLQWR$UWLFOHV6HFWLRQV3DUDJUDSKVDQG6XESDUDJUDSKVDQGWKH
LQVHUWLRQRIKHDGLQJVKHUHLQDUHIRUFRQYHQLHQFHRIUHIHUHQFHRQO\DQGVKDOOQRWDIIHFWWKHFRQVWUXFWLRQRU
LQWHUSUHWDWLRQ RI WKLV 3ODQ RI $UUDQJHPHQW 7KH WHUPV ³WKLV 3ODQ RI $UUDQJHPHQW´ ³KHUHRI´ ³KHUHLQ´
³KHUHWR´³KHUHXQGHU´DQGVLPLODUH[SUHVVLRQVUHIHUWRWKLV3ODQRI$UUDQJHPHQWDQGQRWWRDQ\SDUWLFXODU
$UWLFOH6HFWLRQRURWKHUSRUWLRQKHUHRIDQGLQFOXGHDQ\LQVWUXPHQWVXSSOHPHQWDU\RUDQFLOODU\KHUHWR
Section 1.3

References to Articles, Sections, etc.

8QOHVV RWKHUZLVH LQGLFDWHG UHIHUHQFHV LQ WKLV 3ODQ RI $UUDQJHPHQW WR DQ\ $UWLFOH 6HFWLRQ 3DUDJUDSK
6XESDUDJUDSKRUSRUWLRQWKHUHRIDUHDUHIHUHQFHWRWKHDSSOLFDEOH$UWLFOH6HFWLRQ3DUDJUDSK6XESDUDJUDSK
RUSRUWLRQWKHUHRILQWKLV3ODQRI$UUDQJHPHQW
Section 1.4

Number, Gender and Persons.

,Q WKLV 3ODQ RI $UUDQJHPHQW XQOHVV WKH FRQWH[W RWKHUZLVH UHTXLUHV ZRUGV LPSRUWLQJ WKH VLQJXODU VKDOO
LQFOXGHWKHSOXUDODQGYLFHYHUVDZRUGVLPSRUWLQJWKHXVHRIHLWKHUJHQGHUVKDOOLQFOXGHERWKJHQGHUVDQG
QHXWHU DQG WKH ZRUG 3HUVRQ DQG ZRUGV LPSRUWLQJ SHUVRQV VKDOO LQFOXGH D QDWXUDO SHUVRQ ILUP WUXVW
SDUWQHUVKLS DVVRFLDWLRQ FRUSRUDWLRQ MRLQW YHQWXUH RU JRYHUQPHQW LQFOXGLQJ DQ\ JRYHUQPHQWDO DJHQF\
SROLWLFDOVXEGLYLVLRQRULQVWUXPHQWDOLW\WKHUHRI DQGDQ\RWKHUHQWLW\RUJURXSRISHUVRQVRIDQ\NLQGRU
QDWXUHZKDWVRHYHU
Section 1.5

Date for Any Action.

,QWKHHYHQWWKDWWKHGDWHRQZKLFKDQ\DFWLRQLVUHTXLUHGWREHWDNHQKHUHXQGHUE\DQ\RIWKHSDUWLHVLVQRW
D%XVLQHVV'D\VXFKDFWLRQVKDOOEHUHTXLUHGWREHWDNHQRQWKHQH[WVXFFHHGLQJGD\ZKLFKLVD%XVLQHVV
'D\
Section 1.6

Statutory References.

8QOHVVRWKHUZLVHLQGLFDWHGUHIHUHQFHVLQWKLV3ODQRI$UUDQJHPHQWWRDQ\VWDWXWHLQFOXGHDOOUHJXODWLRQV
PDGHSXUVXDQWWRVXFKVWDWXWHDQGWKHSURYLVLRQVRIDQ\VWDWXWHRUUHJXODWLRQZKLFKDPHQGVVXSSOHPHQWV
RUVXSHUVHGHVDQ\VXFKVWDWXWHRUUHJXODWLRQ
Section 1.7

Currency.

8QOHVVRWKHUZLVHVWDWHGDOOUHIHUHQFHVWRFXUUHQF\KHUHLQDUHH[SUHVVHGLQODZIXOPRQH\RI&DQDGDDQG
UHIHUVWR&DQDGLDQGROODUV
Section 1.8

Governing Law.

7KLV3ODQRI$UUDQJHPHQWVKDOOEHJRYHUQHGLQFOXGLQJDVWRYDOLGLW\LQWHUSUHWDWLRQDQGHIIHFWE\WKHODZV
RIWKH3URYLQFHRI4XpEHFDQGWKHODZVRI&DQDGDDSSOLFDEOHWKHUHLQ
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Section 1.9

Time.

7LPHVKDOOEHRIWKHHVVHQFHLQHYHU\PDWWHURUDFWLRQFRQWHPSODWHGKHUHXQGHU$OOUHIHUHQFHVWRWLPHDUH
WRORFDOWLPH7RURQWR2QWDULR

ARTICLE 2.
EFFECT OF ARRANGEMENT
Section 2.1

Arrangement Agreement.

7KLV 3ODQ RI $UUDQJHPHQW LV PDGH SXUVXDQW WR DQG LV VXEMHFW WR WKH SURYLVLRQV RI WKH $UUDQJHPHQW
$JUHHPHQWH[FHSWLQUHVSHFWRIWKHVHTXHQFHRIWKHVWHSVFRPSULVLQJWKH$UUDQJHPHQWZKLFKVKDOORFFXU
LQWKHRUGHUVHWIRUWKKHUHLQ7KLV3ODQRI$UUDQJHPHQWFRQVWLWXWHVDQDUUDQJHPHQWDVUHIHUUHGWRLQ6HFWLRQ
 RI WKH &%&$ ,I WKHUH LV DQ\ LQFRQVLVWHQF\ RU FRQIOLFW EHWZHHQ WKH SURYLVLRQV RI WKLV 3ODQ RI
$UUDQJHPHQWDQGWKHSURYLVLRQVRIWKH$UUDQJHPHQW$JUHHPHQWWKHSURYLVLRQVRIWKLV3ODQRI$UUDQJHPHQW
VKDOOJRYHUQ
Section 2.2

Binding Effect.

7KLV3ODQRI$UUDQJHPHQWVKDOOZLWKRXWDQ\IXUWKHUDXWKRUL]DWLRQDFWRUIRUPDOLW\RQWKHSDUWRIDQ\SHUVRQ
EHFRPHHIIHFWLYHDWWKH(IIHFWLYH7LPHDQGDWDQGDIWHUWKH(IIHFWLYH7LPHVKDOOEHELQGLQJRQ D  WKH
&RPSDQ\ E WKH3XUFKDVHU F 6SLQ&R G WKH)RUPHU&RPSDQ\6KDUHKROGHUV LQFOXGLQJDOO'LVVHQWLQJ
&RPSDQ\ 6KDUHKROGHUV  DQG EHQHILFLDO RZQHUV RI &RPSDQ\ 6KDUHV H  WKH )RUPHU &RPSDQ\
2SWLRQKROGHUV I  WKH )RUPHU &RPSDQ\ :DUUDQWKROGHUV J  WKH 'HSRVLWDU\ DQG K  WKH UHJLVWUDU DQG
WUDQVIHU DJHQWLQ UHVSHFW RI WKH &RPSDQ\ 6KDUHV LQHDFK FDVH ZLWKRXW DQ\ IXUWKHU DXWKRUL]DWLRQ DFW RU
IRUPDOLW\RQWKHSDUWRIDQ\3HUVRQH[FHSWDVH[SUHVVO\SURYLGHGKHUHLQ
Section 2.3

Effect of the Arrangement. 

7KH$UWLFOHVRI$UUDQJHPHQWDQGWKH&HUWLILFDWHRI$UUDQJHPHQWVKDOOEHILOHGDQGLVVXHGUHVSHFWLYHO\
ZLWKUHVSHFWWRWKLV$UUDQJHPHQWLQLWVHQWLUHW\7KH&HUWLILFDWHRI$UUDQJHPHQWVKDOOEHFRQFOXVLYHHYLGHQFH
WKDWWKH$UUDQJHPHQWKDVEHFRPHHIIHFWLYHDQGWKDWHDFKRIWKHSURYLVLRQVLQ$UWLFOHKDVEHFRPHHIIHFWLYH
LQWKHVHTXHQFHVHWRXWWKHUHLQ

ARTICLE 3.
ARRANGEMENT
Section 3.1

Preliminary Steps Prior to the Arrangement.

7KH IROORZLQJ SUHOLPLQDU\ VWHSV VKDOO RFFXU SULRU WR DQG VKDOO EH FRQGLWLRQV SUHFHGHQW WR WKH
LPSOHPHQWDWLRQRIWKH3ODQRI$UUDQJHPHQW
D

WKH&RPSDQ\VKDOOKDYHLQFRUSRUDWHG6SLQ&RSXUVXDQWWRWKH&%&$

E

WKH &RPSDQ\ VKDOO KDYH VXEVFULEHG IRU WKH ,QLWLDO 6SLQ&R 6KDUH IRU  DQG
6SLQ&RVKDOOKDYHLVVXHGWKH,QLWLDO6SLQ&R6KDUHWRWKH&RPSDQ\

F

WKHLQLWLDOGLUHFWRUVRI6SLQ&RVKDOOEHDSSRLQWHGDQGVKDOOKDYHFRQVHQWHGWRDFW
DVGLUHFWRUVRI6SLQ&RLQDFFRUGDQFHZLWKWKH&%&$WRKROGRIILFHXQWLOWKHQH[W
DQQXDOPHHWLQJRIWKHVKDUHKROGHUVRI6SLQ&RRUXQWLOWKHLUVXFFHVVRUVDUHHOHFWHG
RUDSSRLQWHG
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Section 3.2

G

WKH &RPSDQ\ 6SLQ&R DQG WKH 3XUFKDVHU VKDOO KDYH HQWHUHG LQWR WKH 6SLQ&R
&RQYH\DQFH$JUHHPHQWDQG

H

6SLQ&R VKDOO QRW KDYH DQ\ LVVXHG DQG RXWVWDQGLQJ VKDUHV RWKHU WKDQ WKH ,QLWLDO
6SLQ&R 6KDUH DQG 6SLQ&R VKDOO QRW KDYH FDUULHG RQ DQ\ EXVLQHVV SULRU WR WKH
(IIHFWLYH'DWH

Arrangement.

&RPPHQFLQJDWWKH(IIHFWLYH7LPHWKHIROORZLQJHYHQWVRUWUDQVDFWLRQVVKDOORFFXUDQGVKDOOEHGHHPHG
WRRFFXULQWKHIROORZLQJVHTXHQFHZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\
D

HDFK&RPSDQ\&RPPRQ6KDUHKHOGE\D'LVVHQWLQJ&RPSDQ\6KDUHKROGHUVKDOO
EHDQGVKDOOEHGHHPHGWREHVXUUHQGHUHGWRWKH&RPSDQ\E\WKHKROGHUWKHUHRI
ZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\E\RURQEHKDOIRIWKH 'LVVHQWLQJ&RPSDQ\
6KDUHKROGHU IUHH DQG FOHDU RI DOO (QFXPEUDQFHV DQG HDFK VXFK &RPSDQ\
&RPPRQ6KDUHVRVXUUHQGHUHGVKDOOEHFDQFHOOHGDQGWKHUHXSRQHDFK'LVVHQWLQJ
&RPSDQ\6KDUHKROGHUVKDOOFHDVHWRKDYHDQ\ULJKWVDVDKROGHURIVXFK&RPSDQ\
&RPPRQ6KDUHVRWKHUWKDQDFODLPDJDLQVWWKH&RPSDQ\LQDQDPRXQWGHWHUPLQHG
DQG SD\DEOH LQ DFFRUGDQFH ZLWK $UWLFOH  DQG WKH QDPH RI VXFK 'LVVHQWLQJ
&RPSDQ\6KDUHKROGHUVKDOOEHUHPRYHGIURPWKHVHFXULWLHVUHJLVWHURIKROGHUVRI
&RPSDQ\&RPPRQ6KDUHV

E

FRQFXUUHQWO\ ZLWK WKH VXUUHQGHU DQG FDQFHOODWLRQ RI &RPSDQ\ &RPPRQ 6KDUHV
KHOGE\'LVVHQWLQJ&RPSDQ\6KDUHKROGHUVSXUVXDQWWR6HFWLRQ D WKHVWDWHG
FDSLWDODFFRXQWPDLQWDLQHGE\WKH&RPSDQ\LQUHVSHFWRIWKH&RPSDQ\&RPPRQ
6KDUHV VKDOO EH UHGXFHG LQ UHVSHFW RI WKH &RPSDQ\ &RPPRQ 6KDUHV FDQFHOOHG
SXUVXDQWWR6HFWLRQ D E\DQDPRXQWHTXDOWRWKHSURGXFWREWDLQHGZKHQ $ 
WKH VWDWHG FDSLWDO RI DOO WKH LVVXHG DQG RXWVWDQGLQJ &RPSDQ\ &RPPRQ 6KDUHV
LPPHGLDWHO\SULRUWRWKHVWHSLQ6HFWLRQ D LVPXOWLSOLHGE\ % DIUDFWLRQWKH
QXPHUDWRURIZKLFKLVWKHQXPEHURI&RPSDQ\&RPPRQ6KDUHVVXUUHQGHUHGDQG
FDQFHOOHGSXUVXDQWWR6HFWLRQ D DQGWKHGHQRPLQDWRURIZKLFKLVWKHQXPEHU
RILVVXHGDQGRXWVWDQGLQJ&RPSDQ\&RPPRQ6KDUHVLPPHGLDWHO\SULRUWRWKHVWHS
LQ6HFWLRQ D 

F

HDFK&RPSDQ\2XW2I7KH0RQH\2SWLRQZLOOEHFDQFHOOHGZLWKRXWDQ\SD\PHQW
LQ UHVSHFW WKHUHRI DQG WKH KROGHU WKHUHRI ZLOO FHDVH WR EH WKH KROGHU RI VXFK
&RPSDQ\ 2SWLRQ ZLOO FHDVH WR KDYH DQ\ ULJKWV DV D KROGHU LQ UHVSHFW RI VXFK
&RPSDQ\2SWLRQZLOOEHUHPRYHGIURPWKHUHJLVWHURIWKH&RPSDQ\2SWLRQVDQG
DOO RSWLRQ DJUHHPHQWV JUDQWV DQG VLPLODU LQVWUXPHQWV UHODWLQJ WKHUHWR ZLOO EH
FDQFHOOHG DQG QRQH RI WKH &RPSDQ\ 6SLQ&R QRU WKH 3XUFKDVHU VKDOO KDYH DQ\
IXUWKHU OLDELOLWLHV RU REOLJDWLRQV WR WKH )RUPHU &RPSDQ\ 2SWLRQKROGHUV ZLWK
UHVSHFWWKHUHWR

G

HDFK&RPSDQ\,Q7KH0RQH\2SWLRQZLOOEHVXUUHQGHUHGDQGFDQFHOOHGDQGWKH
UHOHYDQW&RPSDQ\2SWLRQKROGHUZLOOUHFHLYHDSD\PHQWIURPWKH&RPSDQ\LQWKH
IRUPRI&RPSDQ\2SWLRQ6KDUHVKDYLQJDIDLUPDUNHWYDOXHHTXDOWRWKHUHOHYDQW
,QWKH0RQH\ $PRXQW QHW RI DSSOLFDEOH VRXUFH GHGXFWLRQV DQG WKH &RPSDQ\
2SWLRQ6KDUHVLVVXDEOHLQFRQQHFWLRQWKHUHZLWKZLOOEHGHHPHGWREHLVVXHGWRVXFK
&RPSDQ\ 2SWLRQKROGHU DV IXOO\ SDLG DQG QRQDVVHVVDEOH &RPSDQ\ &RPPRQ
6KDUHV SURYLGHG WKDW QR VKDUH FHUWLILFDWHV VKDOO EH LVVXHG ZLWK UHVSHFW WR VXFK
&RPSDQ\2SWLRQ6KDUHVDQGWKHKROGHUWKHUHRIZLOOFHDVHWREHWKHKROGHURIVXFK
&RPSDQ\ 2SWLRQ ZLOO FHDVH WR KDYH DQ\ ULJKWV DV D KROGHU LQ UHVSHFW RI VXFK
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&RPSDQ\2SWLRQZLOOEHUHPRYHGIURPWKHUHJLVWHURIWKH&RPSDQ\2SWLRQVDQG
DOO RSWLRQ DJUHHPHQWV JUDQWV DQG VLPLODU LQVWUXPHQWV UHODWLQJ WKHUHWR ZLOO EH
FDQFHOOHG DQG QRQH RI WKH &RPSDQ\ 6SLQ&R QRU WKH 3XUFKDVHU VKDOO KDYH DQ\
IXUWKHU OLDELOLWLHV RU REOLJDWLRQV WR WKH )RUPHU &RPSDQ\ 2SWLRQKROGHUV ZLWK
UHVSHFWWKHUHWR
H

WKH&RPSDQ\6WRFN2SWLRQ3ODQVKDOOEHWHUPLQDWHGDQGQRQHRIWKH&RPSDQ\
6SLQ&R QRUWKH 3XUFKDVHUVKDOO KDYH DQ\ IXUWKHU OLDELOLWLHV RUREOLJDWLRQV WR WKH
)RUPHU&RPSDQ\2SWLRQKROGHUVWKHUHXQGHU

I

WKH &RPSDQ\ VKDOO WUDQVIHU DOO RI LWV HQWLUH OHJDO DQG EHQHILFLDO ULJKW WLWOH DQG
LQWHUHVWLQDQGWRWKH6SLQ&R$VVHWVWR6SLQ&RLQFRQVLGHUDWLRQIRU L WKHLVVXDQFH
E\6SLQ&RWRWKH&RPSDQ\RIWKDWQXPEHURIIXOO\SDLGDQGQRQDVVHVVDEOH6SLQ&R
6KDUHV WKH³Distribution SpinCo Shares´ HTXDOWRWKHSURGXFWRIPXOWLSOLHG
E\WKHQXPEHURI&RPSDQ\&RPPRQ6KDUHVLVVXHGDQGRXWVWDQGLQJLPPHGLDWHO\
SULRUWRWKHWUDQVIHULQWKLV6HFWLRQ I  IRUWKHDYRLGDQFHRIGRXEWH[FOXGLQJ
DQ\ &RPSDQ\ &RPPRQ 6KDUHV LQ UHVSHFW RI ZKLFK 'LVVHQWLQJ &RPSDQ\
6KDUHKROGHUVKDYHH[HUFLVHG&RPSDQ\'LVVHQW5LJKWV DQG LL WKHDVVXPSWLRQE\
6SLQ&RRIWKH6SLQ&R/LDELOLWLHVDOOLQDFFRUGDQFHZLWKWKHWHUPVRIWKH6SLQ&R
&RQYH\DQFH$JUHHPHQW

J

HDFK&RPSDQ\&RPPRQ6KDUHKHOGE\D1RQ5HVLGHQW6KDUHKROGHU H[FOXGLQJ
IRU WKH DYRLGDQFH RI GRXEW DQ\ &RPSDQ\ &RPPRQ 6KDUHV VXUUHQGHUHG DQG
FDQFHOOHGLQDFFRUGDQFHZLWK6HFWLRQ D VKDOOEHGHHPHGWREHWUDQVIHUUHGDQG
DVVLJQHG ZLWKRXW DQ\ IXUWKHU DFW RU IRUPDOLW\ RQ WKH SDUW RI WKH 1RQ5HVLGHQW
6KDUHKROGHUWRWKH3XUFKDVHU IUHHDQGFOHDURIDQ\(QFXPEUDQFHV LQH[FKDQJH
IRUWKH&RQVLGHUDWLRQ LQFOXGLQJWKHULJKWWRUHFHLYHWKH6SLQ&R6KDUHVIRUPLQJ
SDUWRIWKH&RQVLGHUDWLRQZKLFKVKDOOEHGHOLYHUHG E\WKH3XUFKDVHU SXUVXDQWWR
6HFWLRQ M DQGXSRQVXFKWUDQVIHU

K

L

HDFKVXFK1RQ5HVLGHQW6KDUHKROGHUVKDOOEHUHPRYHGIURPWKHVHFXULWLHV
UHJLVWHURIKROGHUVRI&RPSDQ\&RPPRQ6KDUHV

LL

HDFK VXFK 1RQ5HVLGHQW 6KDUHKROGHU VKDOO EH HQWHUHG LQ WKH VHFXULWLHV
UHJLVWHURIKROGHUVRI3XUFKDVHU6KDUHVLQUHVSHFWRIWKH3XUFKDVHU6KDUHV
LVVXHGWRVXFKKROGHUDQG

LLL

WKH 3XUFKDVHU VKDOO EH HQWHUHG LQ WKH VHFXULWLHV UHJLVWHU RI KROGHUV RI
&RPSDQ\ &RPPRQ 6KDUHV DV WKH OHJDO DQG EHQHILFLDO RZQHU RI WKH
&RPSDQ\&RPPRQ6KDUHVWUDQVIHUUHGWRLWSXUVXDQWWRWKLV6HFWLRQ J 
IUHHDQGFOHDURIDQ\(QFXPEUDQFHV

LQWKHFRXUVHRIDUHRUJDQL]DWLRQRI WKH&RPSDQ\¶V DXWKRUL]HGDQGLVVXHG VKDUH
FDSLWDO
L

WKH DUWLFOHV RI WKH &RPSDQ\ VKDOO EH DPHQGHG WR DGG D FODVV RI VKDUHV
GHVLJQDWHGDV³&ODVV$6KDUHV´ WKH³Company Class A Shares´ KDYLQJ
WKH IROORZLQJ ULJKWV SULYLOHJHV UHVWULFWLRQV DQG FRQGLWLRQV DWWDFKLQJ
WKHUHWR
$

'LYLGHQGV 7KH KROGHUV RI WKH &ODVV $ 6KDUHV DUH HQWLWOHG WR
UHFHLYHGLYLGHQGVLIDVDQGZKHQGHFODUHGE\WKH&RPSDQ\%RDUG
RXW RI WKH DVVHWV RI WKH &RPSDQ\ SURSHUO\ DSSOLFDEOH WR WKH
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SD\PHQWRIGLYLGHQGVLQVXFKDPRXQWVDQGSD\DEOHDWVXFKWLPHV
DQGDWVXFKSODFHRUSODFHVLQ&DQDGDDVWKH&RPSDQ\%RDUGPD\
IURPWLPHWRWLPHGHWHUPLQH6XEMHFWWRWKHULJKWVRIWKHKROGHUV
RI DQ\ RWKHU FODVV RI VKDUHV RI WKH &RPSDQ\ HQWLWOHGWR UHFHLYH
GLYLGHQGVLQSULRULW\WRRUUDWHDEO\ZLWKWKH&ODVV$6KDUHVWKH
&RPSDQ\%RDUGPD\LQLWVVROHGLVFUHWLRQGHFODUHGLYLGHQGVRQ
WKH&ODVV$6KDUHVWRWKHH[FOXVLRQRIDQ\RWKHUFODVVRIVKDUHVRI
WKH&RPSDQ\

LL

%

9RWLQJ5LJKWV7KHKROGHUVRIWKH&ODVV$6KDUHVDUHHQWLWOHGWR
UHFHLYHQRWLFHRIDQGWRDWWHQGDOODQQXDODQGVSHFLDOPHHWLQJVRI
WKH VKDUHKROGHUV RIWKH &RPSDQ\ DQG WR  WZR YRWHVDW DOO VXFK
PHHWLQJVLQUHVSHFWRIHDFK&ODVV$6KDUHKHOG

&

3DUWLFLSDWLRQXSRQ/LTXLGDWLRQ'LVVROXWLRQRU:LQGLQJ8S,QWKH
HYHQW RI WKH OLTXLGDWLRQ GLVVROXWLRQ RU ZLQGLQJXS RI WKH
&RPSDQ\RURWKHUGLVWULEXWLRQRIDVVHWVRIWKH&RPSDQ\DPRQJ
LWV VKDUHKROGHUV IRU WKH SXUSRVH RI ZLQGLQJXS LWV DIIDLUV WKH
KROGHUV RI WKH &ODVV $ 6KDUHVVKDOOVXEMHFW WRWKHULJKWV RI WKH
KROGHUVRIDQ\RWKHUFODVVRIVKDUHVRIWKH&RPSDQ\XSRQVXFKD
GLVWULEXWLRQ LQ SULRULW\ WR WKH &ODVV $ 6KDUHV EH HQWLWOHG WR
SDUWLFLSDWH UDWHDEO\ LQ DQ\ GLVWULEXWLRQ RI WKH DVVHWV RI WKH
&RPSDQ\DQG

'

0RGLILFDWLRQRI5LJKWV7KHULJKWVDQGUHVWULFWLRQVDWWDFKHGWRWKH
&ODVV $ 6KDUHV VKDOO QRW EH PRGLILHG XQOHVV WKH KROGHUV RI WKH
&ODVV $ 6KDUHV FRQVHQW WKHUHWR E\ VHSDUDWH UHVROXWLRQ 6XFK
FRQVHQWPD\EHREWDLQHGLQZULWLQJVLJQHGE\WKHKROGHUVRIDOORI
WKH LVVXHG DQG RXWVWDQGLQJ &ODVV $ 6KDUHV RU E\ D UHVROXWLRQ
SDVVHGE\DWOHDVWRIWKHYRWHVFDVWDWDVHSDUDWHPHHWLQJRI
WKH KROGHUV RI &ODVV $ 6KDUHV ZKR DUH SUHVHQW LQ SHUVRQ RU
UHSUHVHQWHGE\SUR[\DWVXFKPHHWLQJ

HDFK LVVXHG DQG RXWVWDQGLQJ &RPSDQ\ &RPPRQ 6KDUH LQFOXGLQJ DQ\
&RPSDQ\ &RPPRQ 6KDUHV DFTXLUHG E\ WKH 3XUFKDVHU IURP D 1RQ
5HVLGHQW6KDUHKROGHULQDFFRUGDQFHZLWK6HFWLRQ J EXWH[FOXGLQJIRU
WKHDYRLGDQFHRIGRXEWDQ\&RPSDQ\&RPPRQ6KDUHVVXUUHQGHUHGDQG
FDQFHOOHGLQDFFRUGDQFHZLWK6HFWLRQ D VKDOOEHH[FKDQJHGZLWKWKH
&RPSDQ\ IUHHDQGFOHDURIDQ\(QFXPEUDQFHV IRURQH&RPSDQ\&ODVV$
6KDUHDQGRID'LVWULEXWLRQ6SLQ&R6KDUHDQGXSRQVXFKH[FKDQJH
$

HDFK VXFK H[FKDQJHG &RPSDQ\ &RPPRQ 6KDUH VKDOO EH
FDQFHOOHGDQGWKHKROGHUVRIVXFKH[FKDQJHG&RPSDQ\&RPPRQ
6KDUHVVKDOOEHUHPRYHGIURPWKHUHJLVWHURIKROGHUVRI&RPSDQ\
&RPPRQ6KDUHV

%

HDFKKROGHURIVXFKH[FKDQJHG&RPSDQ\&RPPRQ6KDUHVVKDOO
EHHQWHUHGLQWKHUHJLVWHURIKROGHUVRI&RPSDQ\&ODVV$6KDUHV
LQUHVSHFWRIWKH&RPSDQ\&ODVV$6KDUHVLVVXHGWRVXFKKROGHU
DQG

&

HDFKKROGHURIVXFKH[FKDQJHG&RPSDQ\&RPPRQ6KDUHVVKDOO
EHHQWHUHGLQWKHUHJLVWHURIKROGHUVRI6SLQ&R6KDUHVLQUHVSHFW
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RIWKH'LVWULEXWLRQ6SLQ&R6KDUHVWUDQVIHUUHGWRVXFKKROGHUE\
WKH&RPSDQ\
LLL

FRQFXUUHQWO\ ZLWK WKH H[FKDQJH LQ 6HFWLRQ  K LL  WKH VWDWHG FDSLWDO
DFFRXQWPDLQWDLQHGLQUHVSHFWRIWKH&RPSDQ\&RPPRQ6KDUHVVKDOOEH
UHGXFHGE\DQDPRXQWHTXDOWRWKHVWDWHGFDSLWDORIWKH&RPSDQ\&RPPRQ
6KDUHVLPPHGLDWHO\SULRUWRWKHVWHSLQ6HFWLRQ E DQGWKHUHVKDOOEH
DGGHGWRWKHVWDWHGFDSLWDODFFRXQWRIWKH&RPSDQ\&ODVV$6KDUHVLVVXHG
SXUVXDQW WR 6HFWLRQ  K LL  WKH DPRXQW E\ ZKLFK $  WKH DPRXQW WKH
VWDWHG FDSLWDO DFFRXQW RI WKH &RPSDQ\ &RPPRQ 6KDUHV LV UHGXFHG
SXUVXDQWWRWKLV6HFWLRQ K LLL H[FHHGV % WKHIDLUPDUNHWYDOXHRI
WKH 'LVWULEXWLRQ 6SLQ&R 6KDUHV WUDQVIHUUHG WR KROGHUV RI WKH &RPSDQ\
&ODVV$6KDUHVSXUVXDQWWR6HFWLRQ K LL 

L

WKH ,QLWLDO 6SLQ&R 6KDUH KHOG E\ WKH &RPSDQ\ VKDOO EH FDQFHOOHG ZLWKRXW DQ\
SD\PHQWWKHUHIRUDQGWKH&RPSDQ\VKDOOEHUHPRYHGIURPWKHUHJLVWHURIKROGHUV
RI6SLQ&R6KDUHV

M

WKH 3XUFKDVHU VKDOO GHOLYHU WR HDFK 1RQ5HVLGHQW 6KDUHKROGHU ZKRVH &RPSDQ\
&RPPRQ6KDUHVZHUHWUDQVIHUUHGWRWKH3XUFKDVHUSXUVXDQWWR6HFWLRQ J VXFK
QXPEHURI6SLQ&R6KDUHVDVDUHGHOLYHUDEOHE\WKH3XUFKDVHUWRVXFK1RQ5HVLGHQW
6KDUHKROGHUSXUVXDQWWR6HFWLRQ J DQGXSRQVXFKGHOLYHU\WKH3XUFKDVHUVKDOO
EHUHPRYHGIURPWKHVHFXULWLHVUHJLVWHURIKROGHUVRI6SLQ&R6KDUHVDQGHDFKVXFK
1RQ5HVLGHQW6KDUHKROGHUVKDOOEHHQWHUHGLQWKHVHFXULWLHVUHJLVWHURIKROGHUVRI
6SLQ&R6KDUHVLQUHVSHFWRIWKH6SLQ&R6KDUHVGHOLYHUHGWRVXFK1RQ5HVLGHQW
6KDUHKROGHU

N

HDFK&RPSDQ\&ODVV$6KDUH H[FOXGLQJDQ\&RPSDQ\&ODVV$6KDUHVKHOGE\WKH
3XUFKDVHU LVVXHGSXUVXDQWWR6HFWLRQ K LL VKDOOEHDQGVKDOOEHGHHPHGWREH
WUDQVIHUUHGDQGDVVLJQHGE\WKHKROGHUWKHUHRIZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\
RQLWVSDUWWRWKH3XUFKDVHU IUHHDQGFOHDURIDQ\(QFXPEUDQFHV LQH[FKDQJHIRU
WKH 3XUFKDVHU 6KDUH &RQVLGHUDWLRQ DQG WKH 3XUFKDVHU &DVK &RQVLGHUDWLRQ DQG
XSRQVXFKH[FKDQJH

O

L

HDFKVXFKKROGHU RWKHUWKDQWKH3XUFKDVHU RIVXFKH[FKDQJHG&RPSDQ\
&ODVV$6KDUHVVKDOOEHUHPRYHGIURPWKHVHFXULWLHVUHJLVWHURIKROGHUVRI
&RPSDQ\&ODVV$6KDUHV

LL

HDFKVXFKKROGHU RWKHUWKDQWKH3XUFKDVHU RIVXFKH[FKDQJHG&RPSDQ\
&ODVV $ 6KDUHV VKDOO EH HQWHUHG LQ WKH VHFXULWLHV UHJLVWHU RI KROGHUV RI
3XUFKDVHU6KDUHVLQUHVSHFWRIWKH3XUFKDVHU6KDUHVLVVXHGWRVXFKKROGHU
DQG

LLL

3XUFKDVHUVKDOOEHHQWHUHGLQWKHVHFXULWLHVUHJLVWHURIKROGHUVRI&RPSDQ\
&ODVV$6KDUHVDVWKHOHJDODQGEHQHILFLDORZQHURIWKH&RPSDQ\&ODVV$
6KDUHVWUDQVIHUUHGWRLWSXUVXDQWWRWKLV6HFWLRQ N IUHHDQGFOHDURI
DQ\(QFXPEUDQFHV

HDFK&RPSDQ\&HUWLILFDWHG:DUUDQWRXWVWDQGLQJLPPHGLDWHO\SULRUWRWKH(IIHFWLYH
7LPH RWKHUWKDQ&RPSDQ\&HUWLILFDWHG:DUUDQWVRZQHGE\WKH3XUFKDVHU VKDOO
EHH[FKDQJHGE\WKHKROGHUWKHUHRIZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\DQGIUHH
DQGFOHDURIDOO(QFXPEUDQFHVIRU
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L

D5HSODFHPHQW3XUFKDVHU:DUUDQWDQG

LL

D5HSODFHPHQW6SLQ&R:DUUDQW

P

WKH &RPSDQ\ &HUWLILFDWHG :DUUDQWV RWKHU WKDQ WKH &RPSDQ\ &HUWLILFDWHG
:DUUDQWVRZQHGE\WKH3XUFKDVHU VKDOOEHFDQFHOOHGDQGWKHKROGHUWKHUHRIZLOO
FHDVHWREHWKHKROGHURIVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWVZLOOFHDVHWRKDYH
DQ\ULJKWVDVDKROGHULQUHVSHFWRIVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWVZLOOEH
UHPRYHGIURPWKHUHJLVWHURIWKH&RPSDQ\:DUUDQWVDQGDOOZDUUDQWFHUWLILFDWHV
JUDQWVDQGVLPLODULQVWUXPHQWVUHODWLQJWKHUHWRZLOOEHFDQFHOOHGDQGQRQHRIWKH
&RPSDQ\6SLQ&RQRUWKH3XUFKDVHUVKDOOKDYHDQ\IXUWKHUOLDELOLWLHVRUREOLJDWLRQV
WRWKH)RUPHU&RPSDQ\:DUUDQWKROGHUVZLWKUHVSHFWWKHUHWR

Q

WKH <DPDQD &RPSDQ\ :DUUDQWV RXWVWDQGLQJ LPPHGLDWHO\ SULRU WR WKH (IIHFWLYH
7LPHVKDOOEHH[FKDQJHGE\WKH3XUFKDVHUZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\DQG
IUHHDQGFOHDURIDOO(QFXPEUDQFHVIRUD5HSODFHPHQW6SLQ&R:DUUDQW

R

WKH<DPDQD&RPSDQ\:DUUDQWVVKDOOEHFDQFHOOHGDQGWKH3XUFKDVHUZLOOFHDVHWR
EHWKHKROGHURIVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWVZLOOFHDVHWRKDYHDQ\ULJKWV
DVDKROGHULQUHVSHFWRIVXFK&RPSDQ\&HUWLILFDWHG:DUUDQWVZLOOEHUHPRYHG
IURPWKHUHJLVWHURIWKH&RPSDQ\:DUUDQWVDQGDOOZDUUDQWFHUWLILFDWHVJUDQWVDQG
VLPLODULQVWUXPHQWVUHODWLQJWKHUHWRZLOOEHFDQFHOOHGDQGQRQHRIWKH&RPSDQ\
QRU6SLQ&RVKDOOKDYHDQ\IXUWKHUOLDELOLWLHVRUREOLJDWLRQVWRWKH3XUFKDVHUZLWK
UHVSHFWWKHUHWRDQG

S

WKH&RPSDQ\ZLOOILOHDQHOHFWLRQZLWKWKH&5$WRFHDVHWREHDSXEOLFFRUSRUDWLRQ
IRUWKHSXUSRVHVRIWKH7D[$FW

7KHWUDQVIHUVH[FKDQJHVDQGFDQFHOODWLRQVSURYLGHGIRULQWKLV6HFWLRQZLOOEHGHHPHGWRRFFXURQWKH
(IIHFWLYH'DWHQRWZLWKVWDQGLQJWKDWFHUWDLQRIWKHSURFHGXUHVUHODWHGWKHUHWRDUHQRWFRPSOHWHGXQWLODIWHU
WKH(IIHFWLYH'DWH
Section 3.3

Certificates, Payments and Tax Elections.
D

)ROORZLQJ WKH UHFHLSW RI WKH )LQDO 2UGHU DQG 3ULRU WR ILOLQJ WKH $UWLFOHV RI
$UUDQJHPHQW
L

WKH 3XUFKDVHU VKDOO GHOLYHU RU DUUDQJH WREH GHOLYHUHG WR WKH 'HSRVLWDU\
VXIILFLHQW3XUFKDVHU6KDUHVUHTXLUHGWREHLVVXHGWRVDWLVI\WKH3XUFKDVHU
6KDUH &RQVLGHUDWLRQ DQG WKH DJJUHJDWH DPRXQW RI FDVK WR VDWLVI\ WKH
3XUFKDVHU &DVK &RQVLGHUDWLRQ UHTXLUHG WR EH SDLG WR )RUPHU &RPSDQ\
6KDUHKROGHUV LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI 6HFWLRQ  ZKLFK
3XUFKDVHU6KDUHVDQGFDVKVKDOOEHKHOGE\WKH'HSRVLWDU\DVDJHQWDQG
QRPLQHH IRU )RUPHU &RPSDQ\ 6KDUHKROGHUV IRU GLVWULEXWLRQ WR VXFK
)RUPHU &RPSDQ\ 6KDUHKROGHUV LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI
$UWLFOHDQG

LL

6SLQ&RVKDOOGHOLYHURUDUUDQJHWREHGHOLYHUHGWRWKH'HSRVLWDU\VXIILFLHQW
6SLQ&R 6KDUHV UHTXLUHG WR EH LVVXHG WR VDWLVI\ WKH 6SLQ&R 6KDUH
&RQVLGHUDWLRQWR)RUPHU&RPSDQ\6KDUHKROGHUVLQDFFRUGDQFHZLWKWKH
SURYLVLRQV RI 6HFWLRQ  ZKLFK 6SLQ&R 6KDUHV VKDOO EH KHOG E\ WKH
'HSRVLWDU\DVDJHQWDQGQRPLQHHIRU)RUPHU&RPSDQ\6KDUHKROGHUVIRU
GLVWULEXWLRQWRVXFK)RUPHU&RPSDQ\6KDUHKROGHUVLQDFFRUGDQFHZLWKWKH
SURYLVLRQVRI$UWLFOH
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Section 3.4

E

6XEMHFWWRWKHSURYLVLRQVRI $UWLFOHDQGXSRQUHWXUQRIDSURSHUO\FRPSOHWHG
/HWWHURI7UDQVPLWWDOE\DUHJLVWHUHG)RUPHU&RPSDQ\6KDUHKROGHUWRJHWKHUZLWK
FHUWLILFDWHVUHSUHVHQWLQJ&RPSDQ\&RPPRQ6KDUHVDQGVXFKRWKHUGRFXPHQWVDV
WKH'HSRVLWDU\PD\UHTXLUHWKH)RUPHU&RPSDQ\6KDUHKROGHUVKDOOEHHQWLWOHGWR
UHFHLYH GHOLYHU\ RI WKH 3XUFKDVHU 6KDUHV 6SLQ&R 6KDUHV DQG D FDVK SD\PHQW
UHSUHVHQWLQJWKH3XUFKDVHU&DVK&RQVLGHUDWLRQWRZKLFKLWLVHQWLWOHGSXUVXDQWWR
6HFWLRQXSRQFRPSOHWLRQRIWKH$UUDQJHPHQW

F

$Q (OLJLEOH +ROGHU ZKRVH &RPSDQ\ &RPPRQ 6KDUHV RU &ODVV $ 6KDUHV DV
DSSOLFDEOHDUHH[FKDQJHGZLWKWKH3XUFKDVHUSXUVXDQWWRWKH$UUDQJHPHQWVKDOOEH
HQWLWOHGWRPDNHDMRLQWLQFRPHWD[HOHFWLRQSXUVXDQWWR6HFWLRQRIWKH7D[$FW
DQG DQ\ DQDORJRXV SURYLVLRQ RI SURYLQFLDO LQFRPH WD[ ODZ  D ³Section 85
Election´ ZLWKUHVSHFWWRWKHDSSOLFDEOHH[FKDQJH7KH(OLJLEOH+ROGHUZLOOKDYH
WKHRSWLRQRIVXEPLWWLQJWKHQHFHVVDU\LQIRUPDWLRQHOHFWURQLFDOO\ WKURXJKDVHFXUH
HPDLODGGUHVV RUPDQXDOO\ E\PDLOLQJDPDQXDOO\FRPSOHWHGZRUNVKHHWWRDQ
DSSRLQWHGUHSUHVHQWDWLYHDVGLUHFWHGE\WKH3XUFKDVHU $VSHFLDOSXUSRVHHPDLO
DGGUHVVZLOOEHPDGHDYDLODEOHWRWKH(OLJLEOH+ROGHUVWRDVVLVWZLWKWKLVSURFHVV
7KHLQIRUPDWLRQWREHSURYLGHGE\WKH)RUPHU&RPSDQ\6KDUHKROGHUPXVWLQFOXGH
WKHQXPEHURI&RPSDQ\&RPPRQ6KDUHVRU&RPSDQ\&ODVV$6KDUHVDVWKHFDVH
PD\EH WUDQVIHUUHGWKH DGMXVWHGFRVWEDVHRIWKH &RPSDQ\&RPPRQ6KDUHVRU
&RPSDQ\&ODVV$6KDUHVDVWKHFDVHPD\EHWUDQVIHUUHGWKHDSSOLFDEOHDJUHHG
DPRXQWV IRU WKH SXUSRVHV RI VXFK HOHFWLRQ DQG RWKHU LQIRUPDWLRQ QHFHVVDU\ WR
FRPSOHWH WKH 6HFWLRQ  (OHFWLRQ 7KH 3XUFKDVHU VKDOO ZLWKLQ  GD\V DIWHU
UHFHLYLQJ WKH HOHFWURQLF RU PDQXDO VXEPLVVLRQ DQG VXEMHFW WR VXFK VXEPLVVLRQ
EHLQJFRUUHFWDQGFRPSOHWHDQGFRPSO\LQJZLWKUHTXLUHPHQWVLPSRVHGXQGHUWKH
7D[$FW DQGDQ\DSSOLFDEOHSURYLQFLDOLQFRPHWD[ODZ VLJQDQGUHWXUQDFRS\RI
DFRPSOHWHG6HFWLRQ(OHFWLRQWRWKH)RUPHU&RPSDQ\6KDUHKROGHUIRUILOLQJ
ZLWKWKH&5$ RUWKHDSSOLFDEOHSURYLQFLDOWD[DXWKRULW\ 1HLWKHUWKH&RPSDQ\
WKH 3XUFKDVHU QRUDQ\ VXFFHVVRU FRUSRUDWLRQ VKDOO EHUHVSRQVLEOHIRU WKH SURSHU
FRPSOHWLRQRUILOLQJRIDQ\MRLQWHOHFWLRQIRUPQRUH[FHSWIRUWKHREOLJDWLRQWRVLJQ
DQGUHWXUQGXO\FRPSOHWHGMRLQWHOHFWLRQIRUPVZKLFKDUHUHFHLYHGZLWKLQGD\V
RIWKH(IIHFWLYH'DWHIRUDQ\WD[HVLQWHUHVWRUSHQDOWLHVUHVXOWLQJIURPWKHIDLOXUH
RIDQ(OLJLEOH+ROGHUWRSURSHUO\FRPSOHWHRUILOHVXFKMRLQWHOHFWLRQIRUPVLQWKH
IRUPDQGPDQQHUDQGZLWKLQWKHWLPHSUHVFULEHGE\WKH7D[$FW RUDQ\DSSOLFDEOH
SURYLQFLDO OHJLVODWLRQ  ,Q LWV VROH GLVFUHWLRQ WKH 3XUFKDVHU RU DQ\ VXFFHVVRU
FRUSRUDWLRQ PD\ FKRRVH WR VLJQ DQG UHWXUQ D MRLQW HOHFWLRQ IRUP WR DQ (OLJLEOH
+ROGHUUHFHLYHGE\LWPRUHWKDQGD\VIROORZLQJWKH(IIHFWLYH'DWHEXWZLOOKDYH
QRREOLJDWLRQWRGRVR

G

8SRQUHFHLSWRID/HWWHURI7UDQVPLWWDO RURWKHUZULWWHQQRWLFHIURPDQ(OLJLEOH
+ROGHULQZKLFKWKH(OLJLEOH+ROGHUKDVLQGLFDWHGWKDWWKH(OLJLEOH+ROGHULQWHQGV
WRPDNHD6HFWLRQ(OHFWLRQWKH3XUFKDVHUZLOOSURPSWO\GHOLYHUDWD[LQVWUXFWLRQ
OHWWHU DQGDWD[LQVWUXFWLRQOHWWHUIRUWKHHTXLYDOHQW4XHEHFHOHFWLRQLIDSSOLFDEOH 
WRJHWKHUZLWKWKHUHOHYDQWWD[HOHFWLRQIRUPV LQFOXGLQJWKH4XHEHFWD[HOHFWLRQ
IRUPVLIDSSOLFDEOH WRWKH(OLJLEOH+ROGHU

No Fractional Shares.

1R IUDFWLRQDO 3XUFKDVHU 6KDUHV RU 6SLQ&R 6KDUHV VKDOO EH LVVXHG WR )RUPHU &RPSDQ\ 6KDUHKROGHUV LQ
FRQQHFWLRQZLWKWKLV3ODQRI$UUDQJHPHQW7KHWRWDOQXPEHURI3XUFKDVHU6KDUHVRU6SLQ&R6KDUHVWREH
LVVXHGWRDQ\)RUPHU&RPSDQ\6KDUHKROGHUVKDOOZLWKRXWDGGLWLRQDOFRPSHQVDWLRQEHURXQGHGGRZQWR
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WKHQHDUHVWZKROH3XUFKDVHU6KDUHRU6SLQ&R6KDUHDVDSSOLFDEOHLQWKHHYHQWWKDWD)RUPHU&RPSDQ\
6KDUHKROGHUZRXOGRWKHUZLVHEHHQWLWOHGWRDIUDFWLRQDOVKDUH
Section 3.5

No Fractional Cash Consideration.

1RIUDFWLRQDO3XUFKDVHU&DVK&RQVLGHUDWLRQVKDOOEHSDLGWR)RUPHU&RPSDQ\6KDUHKROGHUVLQFRQQHFWLRQ
ZLWK WKLV 3ODQ RI $UUDQJHPHQW 7KH DJJUHJDWH DPRXQW RI 3XUFKDVHU &DVK &RQVLGHUDWLRQ RZLQJ WR DQ\
)RUPHU&RPSDQ\6KDUHKROGHUVKDOOEHURXQGHGXSWRWKHQH[WZKROHFHQW
Section 3.6

Transfers Free and Clear.

$Q\WUDQVIHURIVHFXULWLHVSXUVXDQWWRWKLV3ODQRI$UUDQJHPHQWVKDOOEHIUHHDQGFOHDURIDOO(QFXPEUDQFHV
(DFK)RUPHU&RPSDQ\6KDUHKROGHUWKDWZDVWKHUHJLVWHUHGKROGHURI&RPSDQ\6KDUHVVKDOOLPPHGLDWHO\
SULRUWRWKHDVVLJQPHQWDQGWUDQVIHURIVXFK&RPSDQ\6KDUHVSXUVXDQWWR6HFWLRQEHGHHPHGWRKDYH
H[HFXWHGDQGGHOLYHUHGDOOFRQVHQWVUHOHDVHVDVVLJQPHQWVDQGZDLYHUVVWDWXWRU\RURWKHUZLVHUHTXLUHGWR
WUDQVIHUDQGDVVLJQVXFK&RPSDQ\6KDUHVWRWKH&RPSDQ\RUWKH3XUFKDVHUDVDSSOLFDEOH

ARTICLE 4.
COMPANY INDENTURE WARRANTS
Section 4.1

Company Indenture Warrants.

,Q DFFRUGDQFH ZLWK WKH WHUPV RI WKH &RPSDQ\ :DUUDQW ,QGHQWXUH HDFK KROGHU RI &RPSDQ\ ,QGHQWXUH
:DUUDQWV VKDOO EH HQWLWOHG WR UHFHLYH DQG VXFK KROGHU VKDOO DFFHSW  XSRQ WKH H[HUFLVH RI VXFK KROGHU¶V
&RPSDQ\,QGHQWXUH:DUUDQWVLQOLHXRI&RPSDQ\&RPPRQ6KDUHVWRZKLFKVXFKKROGHUZDVWKHUHWRIRUH
HQWLWOHG XSRQ VXFK H[HUFLVH DQG IRU WKH VDPH DJJUHJDWH FRQVLGHUDWLRQ SD\DEOH WKHUHIRU WKH QXPEHU RI
3XUFKDVHU6KDUHVWKHYDOXHRIWKH3XUFKDVHU&DVK&RQVLGHUDWLRQ DQG6SLQ&R6KDUHVZKLFKWKHKROGHUZRXOG
KDYH EHHQ HQWLWOHG WR UHFHLYH DV D UHVXOW RI WKH WUDQVDFWLRQV FRQWHPSODWHG E\ WKLV $UUDQJHPHQW LI
LPPHGLDWHO\ SULRU WR WKH (IIHFWLYH 'DWH VXFK KROGHU KDG EHHQ WKH UHJLVWHUHG KROGHU RI WKH QXPEHU RI
&RPSDQ\&RPPRQ6KDUHVWRZKLFKVXFKKROGHUZRXOGKDYHEHHQHQWLWOHGLIVXFKKROGHUKDGH[HUFLVHGVXFK
KROGHU¶V&RPSDQ\,QGHQWXUH:DUUDQWVLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPH(DFK&RPSDQ\,QGHQWXUH
:DUUDQWVKDOOFRQWLQXHWREHJRYHUQHGE\DQGEHVXEMHFWWRWKHWHUPVRIWKH&RPSDQ\:DUUDQW,QGHQWXUH
VXEMHFW WR DQ\ VXSSOHPHQWDO LQGHQWXUH ZDUUDQW FHUWLILFDWH RU H[HUFLVH GRFXPHQWV DV DSSOLFDEOH LVVXHG
SURYLGHGE\WKH3XUFKDVHUDQG6SLQ&R DVWKH\PXWXDOO\DJUHHHDFKDFWLQJUHDVRQDEO\ WRKROGHUVRIWKH
&RPSDQ\,QGHQWXUH:DUUDQWVWRIDFLOLWDWHWKHH[HUFLVHRIWKH&RPSDQ\,QGHQWXUH:DUUDQWVDQGWKHSD\PHQW
RIWKHFRUUHVSRQGLQJSRUWLRQRIWKHH[HUFLVHSULFHWKHUHIRU
Section 4.2

Exercise of Company Indenture Warrants Post-Effective Time.

8SRQDQ\YDOLGH[HUFLVHRI D&RPSDQ\ ,QGHQWXUH:DUUDQWDIWHUWKH(IIHFWLYH7LPHWKH3XUFKDVHUVKDOO
LVVXH WKH UHTXLVLWH QXPEHU RI 3XUFKDVHU 6KDUHV DQG 6SLQ&R VKDOO LVVXH WKH UHTXLVLWH QXPEHU RI 6SLQ&R
6KDUHVQHFHVVDU\WRVHWWOHVXFKH[HUFLVHSURYLGHGWKDW3XUFKDVHURU6SLQ&RDVDSSOLFDEOHKDVUHFHLYHGWKH
SRUWLRQ RI WKH &RPSDQ\ ,QGHQWXUH :DUUDQW H[HUFLVH SULFH VXFK WKDW WKH &RPSDQ\ ,QGHQWXUH :DUUDQW
H[HUFLVHSULFHLVGLYLGHGEHWZHHQWKH3XUFKDVHUDQG6SLQ&RDVIROORZV
D

WKH 3XUFKDVHU VKDOO UHFHLYH D SRUWLRQ RI WKH H[HUFLVH SULFH HTXDO WR WKH RULJLQDO
H[HUFLVH SULFH RI WKH &RPSDQ\ :DUUDQW OHVV WKH 3XUFKDVHU &DVK &RQVLGHUDWLRQ
DPRXQWWKDWZRXOGKDYHEHHQSD\DEOHLQH[FKDQJHIRUWKDWQXPEHURI&RPSDQ\
6KDUHV WKDW ZHUH SUHYLRXVO\ LVVXDEOH XSRQ H[HUFLVH DQG OHVV WKH H[HUFLVH SULFH
SD\DEOHWR6SLQ&RDVGHWHUPLQHGLQDFFRUGDQFHZLWK E EHORZDQG
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E

6SLQ&RVKDOOUHFHLYHDSRUWLRQRIWKHH[HUFLVHSULFHGHWHUPLQHGLQDFFRUGDQFHZLWK
WKHIROORZLQJIRUPXOD
RULJLQDO H[HUFLVH SULFH [ )DLU 0DUNHW 9DOXH RI D 6SLQ&R 6KDUH [    )DLU
0DUNHW9DOXHRID&RPSDQ\&RPPRQ6KDUH )DLU0DUNHW9DOXHRID6SLQ&R
6KDUH[ 

ARTICLE 5.
DISSENT PROCEDURES

Section 5.1

Rights of Dissent.

3XUVXDQW WR WKH ,QWHULP 2UGHU D 'LVVHQWLQJ &RPSDQ\ 6KDUHKROGHU PD\ H[HUFLVH WKH &RPSDQ\ 'LVVHQW
5LJKWV ZLWK UHVSHFW WR WKH &RPSDQ\ &RPPRQ 6KDUHV KHOG E\ VXFK KROGHU LQ FRQQHFWLRQ ZLWK WKH
$UUDQJHPHQW SXUVXDQW WR DQG LQ WKH PDQQHU VHW IRUWK LQ 6HFWLRQ  RI WKH &%&$ DV PRGLILHG E\ WKH
,QWHULP2UGHUDQGWKLV6HFWLRQSURYLGHGWKDWQRWZLWKVWDQGLQJ6HFWLRQ  RIWKH&%&$WKHZULWWHQ
REMHFWLRQWRWKH$UUDQJHPHQW5HVROXWLRQUHIHUUHGWRLQ6HFWLRQ  RIWKH&%&$PXVWEHUHFHLYHGE\
WKH&RPSDQ\QRWODWHUWKDQSP 7RURQWRWLPH WZR%XVLQHVV'D\VLPPHGLDWHO\SUHFHGLQJWKHGDWHRI
WKH&RPSDQ\0HHWLQJ DVLWPD\EHDGMRXUQHGRUSRVWSRQHGIURPWLPHWRWLPH 
(DFK'LVVHQWLQJ&RPSDQ\6KDUHKROGHUZKRLV

Section 5.2

D

XOWLPDWHO\ HQWLWOHG WR EH SDLG IDLU YDOXH IRU VXFK KROGHU V &RPSDQ\ &RPPRQ
6KDUHV L VKDOOEHGHHPHGQRWWRKDYHSDUWLFLSDWHGLQWKHWUDQVDFWLRQVLQ$UWLFOH
RWKHUWKDQ6HFWLRQ D  LL VKDOOEHHQWLWOHGWREHSDLGWKHIDLUYDOXHRIVXFK
&RPSDQ\&RPPRQ6KDUHVE\WKH&RPSDQ\ZKLFKIDLUYDOXHVKDOOEHGHWHUPLQHG
DV RI WKH FORVH RI EXVLQHVV RQ WKH GD\ EHIRUH WKH $UUDQJHPHQW 5HVROXWLRQ ZDV
DGRSWHG DQG LLL  VKDOO QRW EH HQWLWOHG WR DQ\ RWKHU SD\PHQW RU FRQVLGHUDWLRQ
LQFOXGLQJ DQ\ SD\PHQW WKDW ZRXOGEH SD\DEOH XQGHUWKH $UUDQJHPHQW KDG VXFK
KROGHUQRWH[HUFLVHGWKHLU&RPSDQ\'LVVHQW5LJKWVLQUHVSHFWRIVXFK&RPSDQ\
&RPPRQ6KDUHVRU

E

XOWLPDWHO\ QRW HQWLWOHG IRU DQ\ UHDVRQ WR EH SDLG IDLU YDOXH IRU VXFK &RPSDQ\
&RPPRQ6KDUHVVKDOOEHGHHPHGWRKDYHSDUWLFLSDWHGLQWKH$UUDQJHPHQWRQWKH
VDPHEDVLVDVDQRQGLVVHQWLQJKROGHURI&RPSDQ\&RPPRQ6KDUHVDQGVKDOOEH
HQWLWOHG WR UHFHLYH RQO\ WKH &RQVLGHUDWLRQ LQ WKH VDPH PDQQHU DV VXFK QRQ
GLVVHQWLQJ&RPSDQ\6KDUHKROGHUV

Recognition of Dissenting Holders.
D

,QQRFLUFXPVWDQFHVVKDOOWKH3DUWLHVRUDQ\RWKHU3HUVRQEHUHTXLUHGWRUHFRJQL]H
D3HUVRQH[HUFLVLQJ&RPSDQ\'LVVHQW5LJKWVXQOHVVVXFK3HUVRQLVWKHUHJLVWHUHG
KROGHU RI WKRVH &RPSDQ\ &RPPRQ 6KDUHV LQ UHVSHFW RI ZKLFK VXFK ULJKWV DUH
VRXJKWWREHH[HUFLVHG

E

)RUJUHDWHUFHUWDLQW\LQQRFDVHVKDOOWKH3DUWLHVRUDQ\RWKHU3HUVRQEHUHTXLUHG
WRUHFRJQL]H'LVVHQWLQJ&RPSDQ\6KDUHKROGHUVDVKROGHUVRI&RPSDQ\&RPPRQ
6KDUHVLQUHVSHFWRIZKLFK&RPSDQ\'LVVHQW5LJKWVKDYHEHHQYDOLGO\H[HUFLVHG
DIWHUWKHFRPSOHWLRQRIWKHWUDQVIHUXQGHU6HFWLRQ D DQGWKHQDPHVRIVXFK
'LVVHQWLQJ&RPSDQ\6KDUHKROGHUVVKDOOEHUHPRYHGIURPWKHUHJLVWHURIKROGHUV
RI WKH &RPSDQ\ &RPPRQ 6KDUHV LQ UHVSHFW RI ZKLFK &RPSDQ\ 'LVVHQW 5LJKWV
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KDYH EHHQ YDOLGO\ H[HUFLVHG DW WKH VDPH WLPH DV WKH HYHQW GHVFULEHG LQ 6HFWLRQ
 D RFFXUV,QDGGLWLRQWRDQ\RWKHUUHVWULFWLRQVXQGHU6HFWLRQRIWKH&%&$
QRQHRIWKHIROORZLQJVKDOOEHHQWLWOHGWRH[HUFLVH &RPSDQ\'LVVHQW5LJKWV L 
KROGHUV RI &RPSDQ\ 2SWLRQV LL  KROGHUV RI &RPSDQ\ :DUUDQWV DQG LLL 
&RPSDQ\6KDUHKROGHUVZKRYRWHRU KDYHLQVWUXFWHGDSUR[\KROGHUWRYRWHWKHLU
&RPSDQ\&RPPRQ6KDUHVLQIDYRXURIWKH$UUDQJHPHQW5HVROXWLRQ EXWRQO\LQ
UHVSHFWRIVXFK&RPSDQ\&RPPRQ6KDUHV 

ARTICLE 6.
DELIVERY OF CONSIDERATION
Section 6.1

Section 6.2

Delivery of Consideration.
D

8SRQ VXUUHQGHU WR WKH 'HSRVLWDU\ IRU FDQFHOODWLRQ RI D FHUWLILFDWH ZKLFK
LPPHGLDWHO\ SULRU WR WKH (IIHFWLYH 7LPH UHSUHVHQWHG RQH RU PRUH RXWVWDQGLQJ
&RPSDQ\&RPPRQ6KDUHVZKLFKZHUHWUDQVIHUUHGWRWKH3XUFKDVHURUH[FKDQJHG
IRU&RPSDQ\&ODVV$6KDUHVLQDFFRUGDQFHZLWK6HFWLRQWRJHWKHUZLWKVXFK
RWKHUGRFXPHQWVDQGLQVWUXPHQWVDVZRXOGKDYHEHHQUHTXLUHGWRHIIHFWWKHWUDQVIHU
RIWKH&RPSDQ\&RPPRQ6KDUHVIRUPHUO\UHSUHVHQWHGE\VXFKFHUWLILFDWHXQGHU
WKH &%&$DQGWKHDUWLFOHVRI WKH&RPSDQ\DQGVXFKDGGLWLRQDOGRFXPHQWVDQG
LQVWUXPHQWV DV WKH 'HSRVLWDU\ PD\ UHDVRQDEO\ UHTXLUH WKH KROGHU RI VXFK
VXUUHQGHUHGFHUWLILFDWHVKDOOEHHQWLWOHGWRUHFHLYHLQH[FKDQJHWKHUHIRUDQGWKH
'HSRVLWDU\VKDOOGHOLYHUWRVXFKKROGHUIROORZLQJWKH(IIHFWLYH7LPHWKH3XUFKDVHU
6KDUHVWKH6SLQ&R6KDUHVDQGFDVKUHSUHVHQWLQJWKH3XUFKDVHU&DVK&RQVLGHUDWLRQ
WKDWVXFKKROGHULVHQWLWOHGWRUHFHLYHLQDFFRUGDQFHZLWK6HFWLRQ

E

$IWHUWKH(IIHFWLYH7LPHDQGXQWLOVXUUHQGHUHGIRUFDQFHOODWLRQDVFRQWHPSODWHGE\
6HFWLRQ  D  HDFK FHUWLILFDWH ZKLFK LPPHGLDWHO\ SULRU WR WKH (IIHFWLYH 7LPH
UHSUHVHQWHGRQHRUPRUH&RPSDQ\&RPPRQ6KDUHVVKDOOEHGHHPHGDWDOOWLPHVWR
UHSUHVHQWRQO\WKHULJKWWRUHFHLYHLQH[FKDQJHWKHUHIRUWKHHQWLWOHPHQWVZKLFKWKH
KROGHURIVXFKFHUWLILFDWHLVHQWLWOHGWRUHFHLYHLQDFFRUGDQFHZLWK6HFWLRQ

Lost Certificates.

,QWKHHYHQWWKDWDQ\FHUWLILFDWHZKLFKLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPHUHSUHVHQWHGRQHRUPRUH
RXWVWDQGLQJ&RPSDQ\&RPPRQ6KDUHVZKLFKZHUHWUDQVIHUUHGRUH[FKDQJHGLQDFFRUGDQFHZLWK6HFWLRQ
VKDOOKDYHEHHQORVWVWROHQRUGHVWUR\HGXSRQWKHPDNLQJRIDQDIILGDYLWRIWKDWIDFWE\WKH3HUVRQ
FODLPLQJVXFKFHUWLILFDWHWREHORVWVWROHQRUGHVWUR\HGWKH'HSRVLWDU\VKDOOGHOLYHULQH[FKDQJHIRUVXFK
ORVWVWROHQRUGHVWUR\HGFHUWLILFDWHWKHFRQVLGHUDWLRQZKLFKVXFK3HUVRQLVHQWLWOHGWRUHFHLYHLQDFFRUGDQFH
ZLWK6HFWLRQSURYLGHGWKDWDVDFRQGLWLRQSUHFHGHQWWRDQ\VXFKGHOLYHU\E\WKH'HSRVLWDU\VXFK3HUVRQ
VKDOOKDYHSURYLGHGDERQGVDWLVIDFWRU\WRWKH3XUFKDVHUDQGWKH'HSRVLWDU\LQVXFKDPRXQWDVWKH3XUFKDVHU
DQGWKH'HSRVLWDU\PD\GLUHFWRURWKHUZLVHLQGHPQLILHG WKH3XUFKDVHUDQGWKH'HSRVLWDU\LQDPDQQHU
VDWLVIDFWRU\WRWKH3XUFKDVHUDQGWKH'HSRVLWDU\DJDLQVWDQ\FODLPWKDWPD\EHPDGHDJDLQVWWKH3XUFKDVHU
RUWKH'HSRVLWDU\ZLWKUHVSHFWWRWKHFHUWLILFDWHDOOHJHGWRKDYHEHHQORVWVWROHQRUGHVWUR\HGDQGVKDOO
RWKHUZLVHKDYHWDNHQVXFKDFWLRQVDVPD\EHUHTXLUHGE\WKHDUWLFOHVRIWKH&RPSDQ\
Section 6.3

Distributions with Respect to Unsurrendered Certificates.

1RGLYLGHQGRURWKHUGLVWULEXWLRQGHFODUHGRUPDGHDIWHUWKH(IIHFWLYH7LPHZLWKUHVSHFWWRWKH3XUFKDVHU
6KDUHVZLWKDUHFRUGGDWHDIWHUWKH(IIHFWLYH7LPHVKDOOEHGHOLYHUHGWRWKHKROGHURIDQ\XQVXUUHQGHUHG
FHUWLILFDWHZKLFKLPPHGLDWHO\SULRUWRWKH(IIHFWLYH7LPHUHSUHVHQWHGRXWVWDQGLQJ&RPSDQ\6KDUHVXQOHVV
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DQGXQWLOWKHKROGHURIVXFKFHUWLILFDWHVKDOOKDYHFRPSOLHGZLWKWKHSURYLVLRQVRI6HFWLRQRU6HFWLRQ
6XEMHFWWRDSSOLFDEOHODZDQGWR6HFWLRQDWWKHWLPHRIVXFKFRPSOLDQFHWKHUHVKDOOLQDGGLWLRQWR
WKH GHOLYHU\ RI WKH 3XUFKDVHU 6KDUHV DQG 6SLQ&R 6KDUHV DQG WKH SD\PHQW RI WKH 3XUFKDVHU &DVK
&RQVLGHUDWLRQWRZKLFKVXFKKROGHULVWKHUHE\HQWLWOHGEHGHOLYHUHGWRVXFKKROGHUZLWKRXWLQWHUHVWWKH
DPRXQWRIWKHGLYLGHQGRURWKHUGLVWULEXWLRQZLWKDUHFRUGGDWHDIWHUWKH(IIHFWLYH7LPHWKHUHWRIRUHSDLG
ZLWKUHVSHFWWRVXFK3XUFKDVHU6KDUHV
Section 6.4

Withholding Rights.

7KH3XUFKDVHUWKH&RPSDQ\DQGWKH'HSRVLWDU\DVDSSOLFDEOHVKDOOEHHQWLWOHGWRGHGXFWDQGZLWKKROG
IURPDQ\FRQVLGHUDWLRQSD\DEOHRURWKHUZLVHGHOLYHUDEOHWRDQ\3HUVRQ XQGHUWKLV3ODQRI$UUDQJHPHQW
LQFOXGLQJZLWKRXWOLPLWDWLRQDQ\SD\PHQWVWR'LVVHQWLQJ&RPSDQ\6KDUHKROGHUV DQGIURPDOOGLYLGHQGV
RU RWKHU GLVWULEXWLRQV RWKHUZLVH SD\DEOH WR DQ\ )RUPHU &RPSDQ\ 6KDUHKROGHU VXFK DPRXQWV DV WKH
3XUFKDVHUWKH&RPSDQ\RUWKH'HSRVLWDU\DVDSSOLFDEOHLVUHTXLUHGWRGHGXFWDQGZLWKKROGZLWKUHVSHFW
WR VXFK SD\PHQW XQGHU WKH 7D[ $FW WKH 86 7D[ &RGH RU DQ\ SURYLVLRQ RI DQ\ DSSOLFDEOH IHGHUDO
SURYLQFLDOVWDWHORFDORUIRUHLJQWD[/DZVLQHDFKFDVHDVDPHQGHG7RWKHH[WHQWWKHDPRXQWUHTXLUHGWR
EHGHGXFWHGRUZLWKKHOGIURPDQ\FRQVLGHUDWLRQSD\DEOHRURWKHUZLVHGHOLYHUDEOHWRDQ\3HUVRQKHUHXQGHU
H[FHHGVWKHDPRXQWRIFDVKFRQVLGHUDWLRQLIDQ\RWKHUZLVHSD\DEOHWRWKH3HUVRQDQ\RIWKH3XUFKDVHURU
WKH'HSRVLWDU\LVKHUHE\DXWKRUL]HGWRVHOORURWKHUZLVHGLVSRVHRIDQ\QRQFDVKFRQVLGHUDWLRQSD\DEOHWR
WKH3HUVRQDVLVQHFHVVDU\WRSURYLGHVXIILFLHQWIXQGVWRWKH3XUFKDVHURUWKH'HSRVLWDU\DVWKHFDVHPD\
EHWRHQDEOHLWWRFRPSO\ZLWKDOOGHGXFWLRQRUZLWKKROGLQJUHTXLUHPHQWVDSSOLFDEOHWRLWDQGWKH3XUFKDVHU
RUWKH'HSRVLWDU\DVDSSOLFDEOHVKDOOQRWLI\VXFK3HUVRQDQGUHPLWWRVXFK3HUVRQDQ\XQDSSOLHGEDODQFH
RIWKHQHWSURFHHGVRIVXFKVDOH7RWKHH[WHQWWKDWDPRXQWVDUHVRZLWKKHOGVXFKZLWKKHOGDPRXQWVVKDOO
EH WUHDWHG IRU DOO SXUSRVHV KHUHRI DV KDYLQJ EHHQ SDLG WR WKH UHOHYDQW 3HUVRQ LQ UHVSHFW RI ZKLFK VXFK
GHGXFWLRQDQGZLWKKROGLQJZDVPDGHSURYLGHGWKDWVXFKZLWKKHOGDPRXQWVDUHUHPLWWHGWRWKHDSSURSULDWH
*RYHUQPHQWDO(QWLW\
Section 6.5

Extinction of Rights.

7RWKHH[WHQWWKDWD)RUPHU&RPSDQ\6KDUHKROGHUVKDOOQRWKDYHFRPSOLHGZLWKWKHSURYLVLRQVRI6HFWLRQ
RU6HFWLRQRQRUEHIRUHWKHGDWHZKLFKLVVL[\HDUVDIWHUWKH(IIHFWLYH'DWH WKH³final proscription
date´ WKHQ
D

DQ\ &RQVLGHUDWLRQ ZKLFK VXFK )RUPHU &RPSDQ\ 6KDUHKROGHU ZDV HQWLWOHG WR
UHFHLYH VKDOO EH DXWRPDWLFDOO\ FDQFHOOHG ZLWKRXW DQ\ UHSD\PHQW RI FDSLWDO LQ
UHVSHFWWKHUHRIRUUHSDLGRUUHWXUQHGWRWKH3XUFKDVHULQWKHFDVHRIWKH3XUFKDVHU
&DVK&RQVLGHUDWLRQDQGDQ\DSSOLFDEOH6SLQ&R6KDUHVDQGWKH3XUFKDVHU6KDUHV
VKDOOEHGHOLYHUHGWRWKH3XUFKDVHUE\WKH'HSRVLWDU\IRUFDQFHOODWLRQDQGVKDOOEH
FDQFHOOHGE\WKH3XUFKDVHUDQGWKHLQWHUHVWRIWKH)RUPHU&RPSDQ\6KDUHKROGHU
LQVXFK&RQVLGHUDWLRQVKDOOEHWHUPLQDWHGDVRIVXFKILQDOSURVFULSWLRQGDWHDQG

E

DQ\ GLYLGHQGV RU GLVWULEXWLRQV ZKLFK VXFK )RUPHU &RPSDQ\ 6KDUHKROGHUV ZHUH
HQWLWOHGWRUHFHLYHXQGHU6HFWLRQVKDOOEHGHOLYHUHGE\WKH'HSRVLWDU\WRWKH
3XUFKDVHUDQGVXFKGLYLGHQGVRUGLVWULEXWLRQVVKDOOEHGHHPHGWREHRZQHGE\WKH
3XUFKDVHUDQGWKHLQWHUHVWRIWKH)RUPHU&RPSDQ\6KDUHKROGHULQVXFKGLYLGHQGV
RUGLVWULEXWLRQVVKDOOEHWHUPLQDWHGDVRIVXFKILQDOSURVFULSWLRQGDWH
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ARTICLE 7.
AMENDMENTS
Section 7.1

Amendments to Plan of Arrangement.
D

7KH 3DUWLHV UHVHUYH WKH ULJKW WR DPHQG PRGLI\ RU VXSSOHPHQW WKLV 3ODQ RI
$UUDQJHPHQW DW DQ\ WLPH DQG IURP WLPH WR WLPH SURYLGHG WKDW HDFK VXFK
DPHQGPHQWPRGLILFDWLRQRUVXSSOHPHQWPXVWEH L VHWRXWLQZULWLQJ LL DJUHHG
WRLQZULWLQJE\WKH3DUWLHV LLL ILOHGZLWKWKH&RXUWDQGLIPDGHIROORZLQJWKH
&RPSDQ\ 0HHWLQJ DSSURYHG E\ WKH &RXUW DQG LY  FRPPXQLFDWHG WR )RUPHU
&RPSDQ\6KDUHKROGHUVLIDQGDVUHTXLUHGE\WKH&RXUW

E

$Q\DPHQGPHQWPRGLILFDWLRQRUVXSSOHPHQWWRWKLV3ODQRI$UUDQJHPHQWPD\EH
SURSRVHGE\WKH&RPSDQ\DWDQ\WLPHSULRUWRWKH&RPSDQ\0HHWLQJSURYLGHGWKDW
WKH3XUFKDVHUVKDOOKDYHFRQVHQWHGWKHUHWRLQZULWLQJZLWKRUZLWKRXWDQ\RWKHU
SULRUQRWLFHRUFRPPXQLFDWLRQDQGLIVRSURSRVHGDQGDFFHSWHGE\WKH3HUVRQV
YRWLQJDWWKH&RPSDQ\0HHWLQJ RWKHUWKDQDVPD\EHUHTXLUHGXQGHUWKH,QWHULP
2UGHU VKDOOEHFRPHSDUWRIWKLV3ODQRI$UUDQJHPHQWIRUDOOSXUSRVHV

F

$Q\DPHQGPHQWPRGLILFDWLRQRUVXSSOHPHQWWRWKLV3ODQRI$UUDQJHPHQWWKDWLV
DSSURYHGE\WKH&RXUWIROORZLQJWKH&RPSDQ\0HHWLQJVKDOOEHHIIHFWLYHRQO\LI
L LWLVFRQVHQWHGWRLQZULWLQJE\HDFKRIWKH3DUWLHVDQG LL LIUHTXLUHGE\WKH
&RXUWLWLVFRQVHQWHGWRE\KROGHUVRIWKH&RPSDQ\&RPPRQ6KDUHVYRWLQJLQWKH
PDQQHUGLUHFWHGE\WKH&RXUW

G

$Q\DPHQGPHQWPRGLILFDWLRQRUVXSSOHPHQWWRWKLV3ODQRI$UUDQJHPHQWPD\EH
PDGHIROORZLQJWKH(IIHFWLYH7LPHEXWVKDOORQO\EHHIIHFWLYHLILWLVFRQVHQWHGWR
E\HDFKRIWKH3DUWLHVSURYLGHGWKDWVXFKDPHQGPHQWPRGLILFDWLRQRUVXSSOHPHQW
FRQFHUQV D PDWWHU ZKLFK LQ WKH UHDVRQDEOH RSLQLRQ RI WKH 3DUWLHV LV RI DQ
DGPLQLVWUDWLYHQDWXUHUHTXLUHGWREHWWHUJLYHHIIHFWWRWKHLPSOHPHQWDWLRQRIWKLV
3ODQRI$UUDQJHPHQWDQGLVQRWDGYHUVHWRWKHILQDQFLDORUHFRQRPLFLQWHUHVWVRI
WKH3DUWLHVRUDQ\)RUPHU&RPSDQ\6KDUHKROGHU)RUPHU&RPSDQ\2SWLRQKROGHU
RU)RUPHU&RPSDQ\:DUUDQWKROGHUDVDSSOLFDEOH

ARTICLE 8.
FURTHER ASSURANCES

Section 8.1

Further Assurances.

1RWZLWKVWDQGLQJWKDWWKHWUDQVDFWLRQVDQGHYHQWVVHWRXWKHUHLQVKDOORFFXUDQGEHGHHPHGWRRFFXULQWKH
RUGHUVHWRXWLQWKLV3ODQRI$UUDQJHPHQWZLWKRXWDQ\IXUWKHUDFWRUIRUPDOLW\HDFKRIWKHSDUWLHVWRWKH
$UUDQJHPHQW$JUHHPHQWVKDOOPDNHGRDQGH[HFXWHRUFDXVHWREHPDGHGRQHDQGH[HFXWHGDOOVXFK
IXUWKHU DFWV GHHGV DJUHHPHQWV WUDQVIHUV DVVXUDQFHV LQVWUXPHQWV RU GRFXPHQWV DV PD\ UHDVRQDEO\ EH
UHTXLUHGE\DQ\RIWKHPLQRUGHUIXUWKHUWRGRFXPHQWRUHYLGHQFHDQ\RIWKHWUDQVDFWLRQVRUHYHQWVVHWRXW
WKHUHLQ
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APPENDIX C
OPINION OF STIFEL NICOLAUS CANADA INC.
See attached.
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November 1, 2020
The Board of Directors
Monarch Gold Corporation
68 Avenue de la Gare, Office 205
Saint-Sauveur, Québec
Canada, J0R 1R0

Dear Sirs / Madams:
Stifel Nicolaus Canada Inc. ("Stifel GMP") understands that Monarch Gold Corporation ("Monarch" or the
“Company”) has entered into an arrangement agreement dated November 1, 2020 (the "Arrangement
Agreement") with Yamana Gold Inc. ("Yamana") pursuant to which, among other things, Yamana will acquire the
Wasamac property and the Camflo property and mill through the acquisition of all of the outstanding shares of
Monarch (the “Monarch Shares”) not currently owned by Yamana in exchange for a combination of common
shares of Yamana (the “Purchaser Share Consideration”) and cash (the “Cash Consideration”) by way of a
court approved plan of arrangement (the “Plan of Arrangement”) under the Canada Business Corporations Act,
which transaction shall be referred to herein as the "Arrangement".
Under the Plan of Arrangement, Monarch will first complete a spin-out to its shareholders (the “Spin-Out”), through
a newly-formed company (the “SpinCo”) that will hold its other mineral properties and certain other assets and
liabilities of Monarch, by issuing as consideration, common shares of SpinCo (the “SpinCo Share Consideration”
and together with Purchaser Share Consideration and Cash Consideration, the “Consideration”).
The Arrangement
Pursuant to the Arrangement, the following assets and liabilities will be transferred by Monarch to SpinCo:
x

The Beaufor mine, the McKenzie Break property, the Croinor Gold property, the Swanson property and
the Beacon Gold mill and property (the “SpinCo Properties’’);

x

C$14 million cash; and

x

All assets and liabilities related to the SpinCo Properties.

Following the Spin-Out, each outstanding common share of Monarch will be exchanged for:
x

C$0.192 in cash from Yamana;

x

0.0376 of a Yamana share (a value of C$0.288 based on the volume weighted average price of the
Yamana shares on the TSX for the 20 trading days ending on October 30, 2020); and

x

0.20 of a SpinCo Share.

All other outstanding securities of Monarch will be dealt with in accordance with their terms or the Plan of
Arrangement.
The Arrangement is subject to certain conditions, including, without limitation: (a) approval of at least 66 2/3% of
the votes cast by the shareholders and optionholders of Monarch present in person or by proxy at an annual and
special meeting (the "Monarch Meeting") of holders of Monarch Shares (“Monarch Shareholders”) and options,
voting together as a single class, (b) approval of the court, and (c) receipt of required regulatory approvals.
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Stifel GMP’s Engagement
The Board of Directors of Monarch (the “Board”) formally retained Stifel GMP to act as its financial advisor
pursuant to an engagement letter (the “Engagement Letter”) dated as of October 28, 2020. Pursuant to the
Engagement Letter, Stifel GMP has agreed to, among other things, deliver, at the request of the Board, an opinion
(the “Opinion”) as to whether the Consideration is fair, from a financial point of view, to Monarch Shareholders
other than Yamana. Pursuant to the Engagement Letter, on November 1, 2020, Stifel GMP delivered to the Board
its opinion that the Consideration offered to Monarch Shareholders under the Arrangement was fair from a financial
point of view to Monarch Shareholders other than Yamana.
The Engagement Letter provides that Stifel GMP will be paid by Monarch, for the services provided thereunder, a
fee which is not contingent on the successful outcome of the Arrangement, as well as reimbursement of all
reasonable legal and out-of-pocket expenses. In addition, Stifel GMP and its affiliates and their respective
directors, officers, employees, agents and controlling persons are to be indemnified by Monarch under certain
circumstances from and against certain liabilities arising out of the performance of professional services rendered
to Monarch. In the future, Stifel GMP may in the ordinary course of business, seek to perform financial advisory
services or corporate finance services for Monarch, SpinCo, Yamana and their associates from time to time. Stifel
GMP has not been engaged to prepare, and has not prepared, a formal valuation or appraisal of Monarch or
Yamana, or any of their respective assets, securities or liabilities (whether on a standalone basis or as a combined
entity), and the Opinion should not be construed as such.
Stifel GMP was similarly not engaged to review any legal, tax or accounting aspects of the Arrangement and,
accordingly, expresses no views thereon. Stifel GMP has assumed, with Monarch’s agreement, that the
Arrangement is not subject to the delivery of a formal valuation pursuant to the requirements of Multilateral
Instrument 61-101 - Protection of Minority Security Holders in Special Transactions (“MI 61-101”) and Stifel GMP’s
engagement does not include and should not be considered to involve, a formal valuation under MI 61-101.
Credentials of Stifel GMP
Stifel GMP is a leading independent Canadian investment dealer focused on investment banking and institutional
equities for corporate clients and institutional investors. As part of our investment banking activities, we are
regularly engaged in the valuation of securities in connection with mergers and acquisitions, public offerings and
private placements of listed and unlisted securities and regularly engage in market making, underwriting and
secondary trading of securities in connection with a variety of transactions. Stifel GMP is not in the business of
providing auditing services and is not controlled by a financial institution. Stifel GMP and Stifel FirstEnergy are
brand names of Stifel Nicolaus Canada Inc.
The Opinion expressed herein represents the opinion of Stifel GMP and the form and content hereof have been
approved for release by a group of professionals of Stifel GMP, each of whom is experienced in merger,
acquisition, divestiture, restructurings, valuation and fairness opinion matters.
Independence of Stifel GMP
None of Stifel GMP, its affiliates or associates, is an insider, associate or affiliate (as such terms are defined in the
Securities Act (Ontario)) of Monarch or Yamana or any of their respective associates or affiliates (collectively, the
"Interested Parties"). Stifel GMP has acted in various capacities for both Monarch and Yamana over the past 24
months:
x

Stifel GMP was engaged by Monarch on June 17, 2020 to act as non-exclusive advisor to Monarch in
connection with various strategic and capital markets initiatives; the initial term of the engagement is 9
months and is ongoing
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x

Stifel GMP was engaged by Monarch on August 24, 2020 to act as co-lead underwriter and joint
bookrunner in connection with the company’s private placement of flow through units; the transaction
closed September 17, 2020

x

Stifel GMP was engaged by Yamana on April 10, 2020 to act as joint bookrunning manager in connection
with the unit block trade of Equinox Gold Corp. shares from Yamana in a “bought deal” structure; the
transaction closed April 15, 2020

There are no understandings, agreements or commitments between Stifel GMP and any Interested Parties with
respect to any future business dealings, however, Stifel GMP may in the future in the ordinary course of business
seek to perform financial advisory services for any one or more of them from time to time. Stifel GMP has been
retained by Monarch to, among other things, provide the Opinion to the Board in respect of the Arrangement. In
the ordinary course of its business, Stifel GMP acts as a trader and dealer, both as principal and agent, in major
financial markets and, as such, may have, today, or in the future (with respect to SpinCo), positions in the securities
of Monarch, Yamana and SpinCo and, from time to time, may have executed or may execute (in the case of
SpinCo) transactions on behalf of Monarch, Yamana and SpinCo or other clients for which it received or may
receive compensation. In addition, as an investment dealer, Stifel GMP conducts research on securities and may,
in the ordinary course of its business, provide research reports and investment advice to its clients on investment
matters, including research with respect to Monarch, SpinCo or Yamana and/or their respective affiliates or
associates.
Scope of Review
Stifel GMP has acted as financial advisor to the Board in respect of the Arrangement and certain related matters.
In this context, and for the purpose of preparing the Opinion, we have analyzed financial, operational and other
information relating to Monarch, including information derived from meetings and discussions with the
management and Board of Monarch. Except as expressly described herein, Stifel GMP has not conducted any
independent investigations to verify the accuracy and completeness thereof.
In connection with rendering the Opinion, and among other things, we have:
(a)

reviewed the final Arrangement Agreement dated November 1, 2020;

(b)

reviewed the form of support and voting agreement to be entered into between Yamana and each
of the directors and officers of Monarch, as referred to in the Arrangement Agreement;

(c)

reviewed and analyzed certain publicly available information relating to the business, operations,
financing conditions and trading history of Monarch including but not limited to their financial
statements, technical reports, continuous disclosure documents and other information that Stifel
GMP considered relevant;

(d)

reviewed and analyzed certain publicly available information relating to the business, operations,
financing conditions and trading history of Yamana including but not limited to their financial
statements, technical reports, continuous disclosure documents and other information that Stifel
GMP considered relevant;

(e)

reviewed public information relating to other selected public mining companies that Stifel GMP
considered relevant;

(f)

performed a comparison of the multiples implied under the terms of the Arrangement with those
implied from recent precedent acquisitions involving companies that Stifel GMP deemed relevant
and reviewed the consideration paid for such companies;
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(g)

performed a comparison of the multiples implied under the terms of the Arrangement to an
analysis of the trading levels of similar companies we deemed relevant under the circumstances;

(h)

performed a comparison of the Consideration to be paid to the shareholders of Monarch to the
recent trading levels of Monarch;

(i)

reviewed certain internal financial models, analyses, forecasts and projections prepared by the
management of Monarch relating to its business;

(j)

reviewed certain technical information and analyses prepared by the management of Monarch
relating to the respective assets of Monarch;

(k)

had discussions with members of the Board and management of Monarch with regard to, among
other things, the business, past and current operations, current financial condition and future
potential of Monarch and SpinCo and reviewed certain analyses prepared by the management of
Monarch relating to the respective assets of Monarch;

(l)

reviewed officer’s certificates addressed to Stifel GMP and executed and delivered by each of the
President and Chief Executive Officer and the Chief Financial Officer of Monarch dated the date
hereof setting out representations as to certain factual matters and the completeness and
accuracy of the Information (as defined herein) upon which the Opinion is based and conducted
due diligence sessions with the management of Monarch and received detailed information
concerning its business and affairs;

(m)

reviewed various equity research reports and industry sources regarding Monarch, Yamana and
the mining industry;

(n)

performed a comparison of the relative contribution of assets, cash flow, earnings, net asset value,
production, and reserves/resources by Monarch and Yamana to the relative pro forma ownership
of Monarch and Yamana;

(o)

reviewed trading multiples of selected junior gold exploration companies we deemed relevant for
the purpose of evaluating SpinCo;

(p)

reviewed historical metal commodity prices and considered the impact of various commodity
pricing assumptions on the respective business, prospects and financial forecasts of Monarch;
and

(q)

considered such other corporate, industry and financial market information, investigations and
analyses as Stifel GMP considered necessary or appropriate in the circumstances.

In its assessment, Stifel GMP looked at several methodologies, analyses and techniques and used a combination
of those approaches in order to produce its Opinion. Stifel GMP based the Opinion upon a number of quantitative
and qualitative factors as deemed appropriate based on Stifel GMP’s professional experience.
Stifel GMP has not, to the best of its knowledge, been denied access by Monarch to any information requested by
Stifel GMP. Stifel GMP did not meet with the auditors of Monarch and as stipulated below, has assumed, without
independent investigation, the accuracy and fair presentation of the audited comparative consolidated financial
statements of Monarch and the reports of the auditors thereon.
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Assumptions and Limitations
With Monarch’s approval and as provided for in the Engagement Letter, Stifel GMP has relied upon and has
assumed, without independent investigation, the completeness, accuracy and fair representation of all financial,
technical and other information, data, advice, opinions and representations obtained by Stifel GMP from public
sources, including information relating to Monarch and the Arrangement, or provided to Stifel GMP by Monarch
and its affiliates or advisors or otherwise pursuant to our engagement (collectively, the “Information”) and the
Opinion is conditional upon such completeness, accuracy and fairness. Subject to the exercise of professional
judgment and except as expressly described herein, Stifel GMP has not attempted to verify independently the
accuracy or completeness of any such Information. Senior officers of Monarch have represented to Stifel GMP, in
separate certificates delivered as at the date hereof, among other things, that the Information provided: in respect
of itself, is true and correct in all material respects at the date the Information was provided to Stifel GMP and did
not, and does not, contain a misrepresentation and that, since the date the Information was provided to Stifel
GMP, there has been no material change, no change in a material fact or no new material fact, financial or
otherwise, in Monarch’s financial condition, assets, liabilities (contingent or otherwise), business, operations or
prospects and there has been no new material fact which is of a nature as to render any portion of the Information
or any part thereof untrue or misleading in any material respect or which could reasonably be expected to have a
material effect on the Opinion.
Stifel GMP was not engaged to review any legal, regulatory, tax or accounting aspects of the Arrangement and,
accordingly, expresses no view thereon. Stifel GMP was also not engaged to review the quality, quantity or mining
economics of the mineral reserves and resources of any of the assets included in the Arrangement from a
technical, engineering or geological standpoint and, accordingly expresses no view thereon. The Arrangement is
subject to a number of conditions outside the control of Monarch and Yamana, and Stifel GMP has assumed that
all conditions precedent to the completion of the Arrangement can be satisfied in due course and all consents,
agreements, permissions, exemptions or orders of relevant regulatory and governmental authorities will be
obtained, without adverse conditions or qualification, and that the Arrangement can be completed as currently
planned without additional material costs or liabilities to Monarch. Stifel GMP has also assumed that the
Arrangement will be completed in accordance with the terms and conditions of the Arrangement Agreement
without waiver of, or amendment to, any term or condition that is any way material to our analyses, that the
Arrangement will be completed in compliance with applicable laws and that the disclosure relating to Monarch,
SpinCo, Yamana and the Arrangement in any disclosure documents will be accurate and will comply with the
requirements of applicable laws.
The Opinion is rendered as of November 1, 2020 on the basis of securities markets, economic, financial and
general business conditions prevailing as at the date hereof, and the condition and prospects, financial and
otherwise, of Monarch as they were reflected in the Information and as they were represented to Stifel GMP in
discussions with the management of Monarch. In rendering the Opinion, Stifel GMP has assumed that there are
no undisclosed material facts relating to Monarch, or its business, operations, capital or future prospects. Any
changes therein may affect the Opinion and, although Stifel GMP reserves the right to change or withdraw the
Opinion in such event, we disclaim any obligation to advise any person of any change that may come to our
attention or to update the Opinion after today. Other than as authorized below, any reference to the Opinion or
the engagement of Stifel GMP by Monarch is expressly prohibited without the express written consent of Stifel
GMP. Monarch is expressly authorized to refer to the Opinion and engagement of Stifel GMP in the documentation
in connection with the Arrangement, including but not limited to press releases, information circulars and legal
proceedings, as well as to the extent required for Monarch to satisfy its disclosure obligations under securities
legislation.
Stifel GMP believes that the analyses and factors considered in arriving at the Opinion must be considered as a
whole and is not amenable to partial analyses or summary description and that selecting portions of the analyses
and the factors considered, without considering all factors and analyses together, could create a misleading view
of the process employed and the conclusions reached. Any attempt to do so could lead to undue emphasis on
any particular factor or analysis. In arriving at the Opinion, Stifel GMP has not attributed any particular weight to
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any specific analyses or factor but rather based the Opinion on a number of qualitative and quantitative factors
deemed appropriate by Stifel GMP based on Stifel GMP’s experience in rendering such opinions.
In our analyses and in connection with the preparation of the Opinion, Stifel GMP made numerous assumptions
with respect to industry performance, general business, market and economic conditions and other matters, many
of which are beyond the control of any party involved in the Arrangement. While, in the professional opinion of
Stifel GMP, the assumptions used in preparing the Opinion are reasonable in the current circumstances, some or
all of these assumptions may prove to be incorrect.
Conclusion and Fairness Opinion
Based upon our analysis and subject to all of the foregoing and such other matters as we have considered relevant,
Stifel GMP is of the opinion that the Consideration to be received by Monarch Shareholders under the Arrangement
is fair, from a financial point of view, to the Monarch Shareholders other than Yamana.
The Opinion has been provided solely for the use of the Board for the purposes of considering the Arrangement
and may not be used or relied upon by any other person or for any other purpose without the prior written consent
of Stifel GMP.
Other than as authorized herein, the Opinion is not to be reproduced, disseminated, quoted from or referred to (in
whole or in part) without Stifel GMP’s prior written consent. Monarch is expressly authorized to reproduce,
disseminate, quote from, include or refer to the Opinion of Stifel GMP in the documentation in connection with the
Arrangement, including but not limited to press releases, information circulars and legal proceedings, as well to
the extent required for Monarch to satisfy its disclosure obligations under securities legislation.
Yours very truly,

Stifel Nicolaus Canada Inc.
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APPENDIX D
NOTICE OF APPLICATION AND INTERIM ORDER
See attached.
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CANADA

PROVINCE OF QUEBEC
DISTRICT OF QUÉBEC

SUPERIOR COURT

(Commercial Chamber, sitting as a Court
designated under the Canada Business
Corporations Act, R.S.C (1985), c. C-44
(“CBCA”))
MONARCH GOLD CORPORATION

No : 200-11-027015-208

Applicant
and
THE SHAREHOLDERS OF MONARCH
GOLD CORPORATION
THE OPTION HOLDERS OF MONARCH
GOLD CORPORATION
and
YAMANA GOLD INC.
and
THE DIRECTOR APPOINTED UNDER
SECTION 260 OF CANADA BUSINESS
CORPORATIONS ACT
Impleaded Parties

NOTICE OF PRESENTATION FOR FINAL ORDERS RELATING TO AN
ARRANGEMENT CONCERNING MONARCH GOLD CORPORATION
Filing of a judicial demand
TAKE NOTICE that the Applicant has filed an application for interim and final
orders with the Office of the Clerk of the Superior Court of the District of Quebec
with respect to an arrangement regarding Monarch Gold Corporation pursuant to
Section 192 of the Canada Business Corporations Act, R.S.C. (1985), c. C-44
(“CBCA”).
Presentation Date of the Final Order Application
The application for final order will be presented for adjudication before the Superior
Court of Quebec, sitting in the Commercial Division, in and for the District of
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Quebec, on January 20, 2021, at 9:00 a.m., at the Quebec City Courthouse
located at 300, Jean Lesage Blvd., Quebec, Quebec, in room 3.39.
Answer to this Application
If you wish to contest the application for final order, you are required to prepare a
written answer, personally or by counsel, to be filed at the Quebec City Courthouse
located at 300, Jean Lesage Blvd., Quebec, Quebec, G1K 8K6, no later than
January 13, 2021, at 5 :00 p.m. (Quebec time).
A copy of this answer must be served within the same time limit upon the following:
i)

To the legal counsel of Monarch Gold Corporation, to the attention of Me
Richard Provencher, Stein Monast LLP, 70, Dalhousie Street, Quebec, QC,
G1K 4B2, by email: richard.provencher@steinmonast.ca, or by fax:
(418) 523-5391;

ii) To the legal counsel of Yamana Gold Inc., to the attention of Me Simon
Clément, Lavery de Billy LLP, 925, Grande-Allée Ouest, Québec, Qc, G1S
1C1, by email: sclement@lavery.ca, or by fax: (418) 688-3458.
Content of the Answer
In your answer, you must indicate your intention to contest this application or to
intervene to state your claims, and to have established, if applicable, the value of
your contestation, insofar as you have exercised your right to dissent pursuant to
the procedure established in the management and information proxy circular that
you have received.
Written Contestation
If you produce an answer, you may file with the Office of the Clerk of the Superior
Court, no later than January 18, 2021, at 5:00 p.m. (Quebec time), a written
contestation which must be supported as to the facts by sworn statement(s) and
exhibit(s), if any.
Such written contestation must be served upon Me Richard Provencher and Me
Simon Clément in the same delay (at the abovementioned email addresses or fax
numbers).
Failure to Answer
The only persons entitled to answer and to be heard at the hearing for the
application for Final Order, as ordered in the judgement on Interim Order, are
Monarch Gold Corporation, Yamana Gold inc., and their respective
representatives, as well as any person that satisfies the hereinabove requirements.
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If you do not file an answer or contestation within the abovementioned deadlines,
the Court may grant judgement at the date scheduled for the presentation of the
application for Final Order and authorize the proposed Arrangement, as the case
may be.
Copy of the Final Order
TAKE NOTICE that a copy of the final order will be available on SEDAR.

PLEASE ACT ACCORDINGLY.

Quebec, November 30, 2020

STEIN MONAST L.L.P.
Me Richard Provencher
Me David Ferland
Me Mathieu Ayotte
70, Dalhousie Street, Suite 300
Québec (Québec) G1K 4B2
Téléphone : Me Provencher : (418) 640-4427
Me Ferland : (418) 640-4442
Me Mathieu Ayotte : (418) 640-4459
Télécopieur : (418) 523-5391
Courriel : richard.provencher@steinmonast.ca
david.ferland@steinmonast.ca
mathieu.ayotte@steinmonast.ca
Notification : notification@steinmonast.ca
Attorneys of Monarch Gold Corporation
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CANADA

SUPERIOR COURT

(Commercial Chamber, sitting as a Court
designated under the Canada Business
Corporations Act, R.S.C (1985), ch. C-44
(« CBCA »))

PROVINCE OF QUEBEC
DISTRICT OF QUÉBEC

MONARCH GOLD CORPORATION,
No : 200-11-027015-208

Applicant
and
THE SHAREHOLDERS OF MONARCH
GOLD CORPORATION

and
THE
OPTIONHOLDERS
OF
MONARCH GOLD CORPORATION

and
YAMANA GOLD INC.,
and
THE DIRECTOR APPOINTED UNDER
SECTION 260 OF CANADA BUSINESS
CORPORATIONS ACT
Impleaded parties

ANSWER TO THE NOTICE OF FINAL HEARING

____________________ [indicate name and surname], impleaded party, GIVES
NOTICE TO counsel for the Applicant Monarch Gold Corporatin and to counsel for
the Impleaded party Yamana Gold Inc., of its intention, namely:
to contest the application for final order and to file a written objection in
accordance with the terms and conditions of the Interim Order issued on
November____, 2020;

D-5

to intervene at the final hearing;
It also INFORMS counsel for the Applicant Monarch Gol Corporation and counsel
it represents itself alone or
for the impleaded party Yamana Gold Inc. that
that it is represented by the undersigned counsels, in this proceeding, without
prejudice to any other rights or remedies.

___________ [city], on ____________,
202_
Name:
Adress:
Telephone:
Fax:
Email
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SUPERIOR COURT
(Commercial Division)
CANADA
PROVINCE OF QUEBEC
DISTRICT OF QUEBEC
N° :

200-11-027015-208

DATE :
November 30, 2020
______________________________________________________________________
PRESIDING:
THE HONOURABLE DANIEL DUMAIS, s.c.j.
______________________________________________________________________
IN THE MATTER OF THE PROPOSED ARRANGEMENT OF MONARCH GOLD
CORPORATION UNDER SECTION 192 OF THE CANADA BUSINESS
CORPORATIONS ACT, R.S.C (1985), CH. C-44 (« CBCA »)
MONARCH GOLD CORPORATION
Applicant
and
THE SHAREHOLDERS OF MONARCH GOLD CORPORATION
and
THE OPTIONHOLDERS OF MONARCH GOLD CORPORATION
and
YAMANA GOLD INC.
and
THE DIRECTOR APPOINTED UNDER SECTION 260 OF CANADA BUSINESS
CORPORATIONS ACT
Impleaded parties
______________________________________________________________________
JUDGMENT
(on an application for the issuance of an interim order)
______________________________________________________________________
JD3065
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[1]
The Court is seized of an amended motion for interim and final orders regarding
the approval of a corporate arrangement pursuant to sections 192 and followings of the
CBCA1.
[2]
The applicant (« the Corporation ») is a publicly traded stock company
incorporated in 2011 under the CBCA. It is an emerging gold mining corporation who
owns gold properties and operates in Abitibi. Its head office is located in Québec city, Its
shares are listed for trading on the TSX.
[3]
Yamana Gold (« Yamana ») is also a publicly traded stock corporation formed
under the CBCA. It is a Canadian-based precious metals producer with significant gold
and silver production, development stage properties, exploration properties and land
positions throughout the Americas. Its shares are listed on the TSX and the New-York
Stock exchange.
[4]
Both companies entered into an agreement on November 1 and 19, 20202. They
prepared a plan of arrangement under which, Yamana will acquire some properties of
the applicant while the remaining ones will be transferred to a newly-formed company.
[5]
Due to the complexity of this restructuration, the applicant opted to proceed
through the mechanism of arrangement prescribed by section 192 of the CBCA. This
process requires the approval of the Shareholders and the authorization of the Court.
[6]
To this end, the Court’s intervention is seeked at two stages. The first concerns
the request of an interim order which mainly deals with the calling of a meeting of the
Shareholders, the holders of options and warrants and the manner they should be
informed in order to vote on the proposed plan. It also indicates how Shareholders must
proceed if they want to contest the arrangement or exercise their rights to dissent.
[7]
The second step follows the approval of the plan, if accepted by Shareholders.
The Court must then issue a final order to complete the restructuration.
[8]
At present, the Court is only concerned with the interim order. As confirmed by
case law3, this initial request is filed and heard ex parte.
[9]
Without describing the plan in details, it can be briefly summarized. It involves
the six following steps:
i.

1
2
3

Creation of a new entity named Monarch Mining Corporation and transfer of
certain assets by the Corporation to this new entity;
Canada Business Corporations Act, R.S.C., 1985, c-44.
See exhibit P-1 and P-1A
In the matter of a proposed arrangement by 45133541 Canada inc., 2009 QCCS 6444, par. 25; Re
Molson Inc., 2004 CanLII 46628, par. 54.
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ii.

Exchange of the Corporation shares for Monarch class A shares (a new
category) and Monarch Mining Corporation shares.

iii.

Purchase of all Monarch class A shares by Yamana in consideration of a sum of
money, and Yamana shares. This will allow Yamana to acquire the remaining
assets (not transferred to the new entity) once the final order is granted.

iv.

Meeting of The Corporation Shareholders (On December 30, 2020) and request
of a final order on January 20, 2021 (if the plan is accepted by the Shareholders).

v.

End of the activities of The Corporation.

vi.

Listing of Monarch Mining Corporation (the new entity) on the TSX.
The option holders (in-the-money) will be subject to the same consideration while
warrant holders rights will be adjusted.
The end result is that the Corporation Shareholders receive money, Yamana
shares and Monarch Mining Corporation shares.

[10] This process as well as its consequences and the financial informations are
explained in the arrangement agreement filed as exhibit P-1 and P-1A. All these
document will be sent to the Corporation Shareholders in the letters and joint
management information circular filed as exhibit P-2, P-10A and P-12.
[11] As requested by section 192(5) of the CBCA, a notice of the application for an
interim and a final order has been given to the Director appointed under the CBCA. This
notice brought an exchange of correspondence and discussions between the director
and the representatives of the petitioners4.
[12] In a letter dated November 24, 20205, the office of the director, Mr. Karim
Michaël, wrote:
« We acknowledge receipt of the email dated November 16, 2020 and
subsequent correspondence enclosing, among others, the following documents:
[…]
Based on the foregoing information filed in support of the interim hearing, please
be informed that the staff of the Director has determined that the Director does
not need to appear or be heard on the application.
Please provide a copy of the interim order and any documentation filed with the
court on the application for final order to the Directeor for review prior to the
hearing for final order.
4
5

See exhibit P-12, P-13 and P-14.
See exhibit P-15.
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Sincerely, »

[13] During the hearing, the Court questioned the applicant’s lawyers in order to
better understand the meaning and the reasons behind the numerous conclusions
sought. These questions were answered to the satisfaction of the Court.
[14] The completion and realisation of a plan of arrangement are subject to the
acceptance of the Shareholders, the authorization of the Court and to any other
approvals to be obtained from the regulating authorities.
[15] An interim order does not have to fully analyse and appreciate the content of the
arrangement. It simply entitles the process to go ahead if the provisions of section 192
CBCA are met. It also makes sure that any dissenting shareholder will have the right to
choose to sell its shares if he complies with the expressed conditions.
[16]

As Justice Clément Gascon wrote in 45133541 Canada inc.:
« [20] At this moment, the Court is only concerned with the Interim Orders' side
of the Application.
At this interim stage, the purpose of the Application is to obtain an order
[21]
for the calling of meetings of the affected unsecured Noteholders, secured
Noteholders and Lenders to approve the contemplated Arrangement, as well as
other orders relating to procedural matters in relation thereto.
[22]
In other words, the purpose of the Interim Order is to "set the wheels in
motion" for the approval process relating to the Arrangement and to set out the
parameters to reach that objective.
[23]
Consequently, the affected unsecured Noteholders, secured Noteholders
and Lenders being called to a meeting to vote on the Arrangement, they are not
prejudiced by the Application at this early stage. They will have ample
opportunity, if need be, to apply to the Court for relief, be it prior or after the
contemplated meetings.
[24]
In this regard, as the Supreme Court recently ruled, at the Final Order
stage, Applicants will have to satisfy the Court that the Arrangement is fair and
reasonable through a two-pronged framework and thus demonstrate:

6

a)

that it has a valid business purpose; and

b)

that the objections of those whose legal rights are being arranged
are being resolved in a fair and balanced way. »6

2009 QCCS 6444.
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[17] To issue the interim order, the Court must be convinced that the applicant acts in
good faith, that the arrangement is fair and reasonable and that it complies with the
statutory requirements of the CBCA7.
[18] The Court has no reasons to believe or suspect, in this case, that the applicant is
not acting in good faith. Its project is well described; its goal is legitimate.
[19]

As for the requirements, they are described as follows in previous decisions:
« [56] Regarding the fulfillment of the statutory requirements, the Applicants
must establish, at this interim stage, that[11]:
1)
the Arrangement constitutes an "arrangement" as defined under
Subsection 192(1) CBCA;
they are not "insolvent" as defined in Subsections 192(2) (a) and
2)
(b) CBCA;
it is not "practicable" for them to effect a fundamental change in the
3)
nature of the Arrangement under any other provision of the CBCA; and
they gave notice of the Application to the CBCA Director appointed under
4)
Section 260 »8
11. BCE (Arrangement relatif à), 2007 QCCS 3878, at para. 27 (Que. S.C.), Silcoff J.; Re Molson
inc., J.E. 2005-241, at para. 28 (Que. S.C.), Lalonde J.; Re St. Lawrence & Hudson Railway
Co., [1998] O.J. No. 3934, at para. 13 (Ont. C.J. Gen. Div.), Blair, J.

[20]

These four conditions are met as explained in the next paragraphs.

[21] First, the arrangement plan constitutes an arrangement as specifically defined in
section 192 a, d, e and f of the CBCA.
[22] Second, the restructuration appears complex from a business and legal point of
view. The test is not the impossibility to proceed through the usual channel. What it
needs is a consideration of its practicability. The Court is convinced, in this case, that it
is not practicable to pursue the arrangement under other provisions of the CBCA.
[23] Many precedents9 recognize that the practicability condition must receive a broad
interpretation. Section 2.06 of the policy concerning arrangements under section 192 of
the CBCA reads:

7
8

9

BCE v. 1976 Debentureholders [2008] 3 S.C.R. 560, paragr. 138.
See Mines Virginia inc. (Arrangement relatif à), 2014 QCCS 6157; Mega Brands (Arrangement relatif
à) 2010 QCCS 646.
In the matter of the arrangement by Molson inc., 2004 CanLII 46628, (C.S.) par. 46, quoting
jurisprudence.

D-11

200-11-027015-208

PAGE : 6

« The Director endorses the view that the impracticability requirement means
something less than «impossible» and, generally, that the test would be satisfied
by demonstrating that it would be inconvenient or less advantageous to the
corporation to proceed under other provisions of the Act. The Director endorses
this view subject to a concern that the arrangement provisions of the Act not be
utilized to subvert the procedural or substantive safeguards applicable to other
sorts of transactions possible under the Act. »

[24] Third, notice of the application has been given to the CBCA director who has
received the documentation and «does not need to appear or be heard» at this stage.
[25] Finally, the evidence shows that The Corporation is not insolvent. It is able to pay
its liabilities as they become due and the realisable value of its assets exceed the
aggregate of its liabilities and stated capital10.
[26] This last requirement is satisfied as appears from the affidavit of Jean-Marc
Lacoste (at par. 20) and from the audited annual consolidated financial statements for
the year ended June 30, 202011.
[27] The Court must also consider if, at first glance, the proposed arrangement is fair
and reasonable. Does it have a valid business purpose? Does it resolve the rights of the
portential opponents in a fair and balance way?12
[28] The submissions of Applicant convince the Court that the process is fair and
reasonable. The Corporation Shareholders should receive an added value of 43%. The
transaction will allow The Corporation to take advantage of Yamana expertise, knowhow and financial position. The rights of Dissidents are protected by a mechanism just
and appropriate.
[29] In view of all this, the Court considers that the conclusions sought in the interim
order are justified and should be granted.
FOR THESE REASONS, THE COURT:
[30]

GRANTS this application (the “Application”) at the interim stage;

[31]

ORDERS the interim order requested in the Application (the “Interim Order”);

[32] DISPENSES Monarch Gold Corporation (“the Corporation”) of the obligation, if
any, to notify any person other than the Director appointed pursuant to Section 260
CBCA (the “Director”) with respect to the Interim Order;

10
11
12

See section 192 (2) a of the CBCA
See exhibit P-11, at page 6
See BCE v. Debenture holders [2008] 3 S.C.R. 560, paragr. 143-146.
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[33] ORDERS that all holders (the “Monarch Shareholders”) of the issued and
outstanding common shares of the Corporation (the “Monarch Shares), and all the
option holders (the “Monarch Optionholders”) (and together with the Monarch
Shareholders, the “Monarch Securityholders”) of the outstanding option of the
Corporation (“the Monarch Options”) be deemed parties, as impleaded parties, to the
present proceedings and be bound by the terms of any order rendered herein;
[34] DISPENSES the Corporation to mention the
Securityholders as impleaded parties in the Application.

names

of

all

Monarch

The Meeting
[35] ORDERS that the Corporation may convene, hold and conduct, by visioconference, an annual and special meeting of the Monarch Securityholders (the
“Meeting”) on December 30 , 2020, commencing at 9 :30 a.m. (Québec time), at 70,
Dalhousie Street, Suite 300, Québec (Québec) G1K 4B2, at which time the Monarch
Securityholders will be asked, among other things, to consider, and, if thought
appropriate, to adopt, with or without modification, the arrangement resolutions
substantially in the form set forth in the schedules (the “Arrangement Resolutions”) of
the management information circular (the “Circular”), (Exhibit P-2) to, among other
things, authorize, approve and adopt the arrangement proposed by the Corporation (the
“Arrangement”), and to deliberate such other question as may properly come before the
Meeting, in accordance with the terms, restrictions and conditions of the articles and bylaws of the Corporation, the provisions of the Canada Business Corporations Act,
R.S.C. 1985, c. C-44 (as amended, the “CBCA”) and this Interim Order, provided that
this Interim Order shall prevail in the event of any inconsistencies between this Interim
Order and any terms, restrictions and conditions of the articles and by-laws of the
Corporation or any provision of the CBCA;
[36] ORDERS that in respect of the vote on the Arrangement Resolutions or any
other question determined by the Chairman of the Meeting to be related to the
Arrangement, each Monarch Shareholder shall be entitled to cast one vote for each
Monarch Share held and each Monarch Optionholder shall be entitled to cast one vote
for each Monarch Option held;
[37] ORDERS that, considering that each Monarch Shareholder is entitled to one vote
for each Monarch Share with regards to the vote on the Arrangement Resolutions, the
quorum (as defined in section 44.1 of The Corporation By-Law) required to begin the
Meeting be established at one or more Monarch Shareholders, present in person or
represented by proxy, representing at least 10 % of the total votes attached to the
issued and outstanding Monarch Shares;
[38] ORDERS the Monarch Securityholders registered at the close of business on the
closing date of the registers on November 30th, 2020 (the “Record Date”), their proxy
holders, and the directors and advisors of the Corporation and of Yamana shall be the
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only parties entitled to receive the Notice Documents (as defined hereinafter), to attend
or be heard (or at any resumption thereof following any adjournment or postponement),
provided, however, that any other persons having the permission of the chairman of the
Meeting shall also be entitled to attend and be heard at the Meeting;
[39] ORDERS that, subject to the general powers of the Chairman of the Meeting, the
Monarch Securityholders registered in the applicable books and records (the “Books
and Records”) at the Record Date be the only persons entitled to vote at the Meeting (or
at any resumption thereof following any adjournment or postponement) as Monarch
Securityholders;
[40] ORDERS that the Chairman of the Meeting be determined by the Corporation
and that such Chairman shall have all the powers necessary for the purposes of the
Meeting (or at any resumption thereof following any adjournment or postponement);
[41] ORDERS that, for the purpose of the vote on the Arrangement Resolutions, or
any other vote taken at the Meeting, any cancelled, illegible or irregular votes be
deemed not to be votes cast by Monarch Securityholders and ORDERS that proxies
(the “Proxies”) that are duly signed and dated, but which do not contain voting
instructions shall be voted in favor of the Arrangement Resolution;
[42] ORDERS that the Corporation, if it deems it advisable, be authorized to adjourn
or postpone the Meeting on one or more occasions (whether or not quorum is present),
without the necessity of first convening the Meeting or first obtaining any vote of the
Monarch Securityholders with respects to the adjournment or postponement as well as
without having to obtain prior additional authorization from the Court; ORDERS that
notice of such resumption of the Meeting in the event of adjournment or postponement
shall be given by press release, newspaper or by mail, as determined to be the most
appropriate method of communication by the Corporation; ORDERS that, subject to the
provisions of the applicable laws and regulations, any adjournment or postponement of
the Meeting will not change the Record Date for Monarch Securityholders being entitled
to notice of the Meeting and entitled to vote at such Meeting; and ORDERS that any
resumption of the Meeting, all proxies be voted in the same manner as they would have
been voted at the original Meeting, except for any proxies that have been validly
revoked or withdrawn prior to the resumption of the Meeting;
[43] ORDERS that the Corporation may, if required, amend, modify and/or complete
the plan of arrangement (the “Plan of Arrangement”), provided that such amendments,
modifications and/or additions be made in accordance with Section 7.1 of the Plan of
Arrangement and:
a) if made prior to or during the Meeting, be notified in writing to the Monarch
Securityholders and the Director as soon as possible and in all events, at
the Meeting at the latest;
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b) if made after the Meeting, but prior to the final hearing (the “Final
Hearing”) on the application for the final order (the “Final Order”),
approved by the Court and subject to the terms and conditions that the
Court may deem appropriate and required in the circumstances; and
c) that such amendments, modifications and/or additions made after the
Final Hearing be approved by the Court and subject to the terms and
conditions that the Court may deem appropriate and required in the
circumstances, unless they are not significant and be related to an
administrative question necessary to facilitate the implementation of the
Plan of Arrangement;
[44] ORDERS that the Corporation be authorized to use proxies at the Meeting; that
the Corporation be authorized, at its expense, to solicit proxies on behalf of its
management, directly or through its officers, directors and employees, as well as
through agents or representatives it may retain for that purpose, or by mail or such other
forms of personal or electronic communication as it may determine; and that the
Corporation may waive, in its discretion, the deadline for the filing of Proxies by the
Monarch Securityholders if it considers advisable to do so;
[45] ORDERS that, in order for them to take effect, the Arrangement Resolutions
must be approved by (i) 66Ҁ% of the votes cast on the Arrangement Resolution by the
Monarch Securityholders present in person or represented by proxy at the Meeting,
voting as a single class and (ii) a simple majority of the votes cast by the minority
Monarch Shareholders (being the Monarch Shareholders entitled to vote at the Meeting
other than the vote of interested parties)
(collectively the “Required Approval”);
[46] ORDER that the election of the directors of the Corporation, the appointment of
KPMG LLP as the external auditors of the Corporation, and the adoption of the SpinCo
Option Plan and the Spinco RSU Plan, subject to completion of the Arrangement,
should be authorized by simple majority of the Monarch Shareholders;
[47] ORDERS that the Required Approval is sufficient to authorize and direct the
Corporation to do all such necessary or desirable acts to give effect to the Arrangement
and the Plan of Arrangement on a consistent basis with what is disclosed to the
Monarch Securityholders in the Notice Documents (as defined hereinafter).
The Notice Documents
[48] ORDERS that the Corporation gives notice of the Meeting and serves the
Application, by mailing or delivering via courier service in the manner hereinafter
described and to the persons described in paragraph 49 hereafter, a copy of this Interim
Order along with the following documents with such non-material modifications that the
Corporation may deem to be necessary or desirable, provided that such amendments
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are not inconsistent with the terms of this Interim Order (collectively, the “Notice
Documents”):
a) The Circular and its schedules, substantially consistent with the draft contained in
Exhibit P-2;
b) The Notice of Meeting, substantially consistent with the one attached to the
Circular, Exhibit P-3;
c) A proxy form for the registered Monarch Shareholders (the “Proxy Form”)
substantially consistent with the draft contained in Exhibit P-4, which will be
delivered with the Circular;
d) A letter of transmittal for the registered Monarch Shareholders, substantially
consistent with the draft contained in Exhibit P-5, which will be delivered with the
Circular;
e) A notice of Final Hearing, substantially consistent with the one attached to the
Circular, Exhibit P-6, providing, among other things, the date, time and room
where the Application for Final Order will be heard, and that a copy of the Final
Order will be available on SEDAR;
[49]

ORDERS that the Notice Documents be distributed to the following persons:

a) The registered Monarch Securityholders, by mailing the Notice Documents in
accordance with the CBCA and the by-laws of the Corporation at least 21 days
prior to the date of the Meeting;
b) The non-registered Monarch Shareholders, in accordance with Regulation 54101 respecting Communication with Beneficial Owners of Securities of a
Reporting Issuer upon communication with the beneficial owners of securities of
a reporting issuer;
c) Members of the Monarch Board, and auditors of the Corporation by hand, by
email or by a recognized courier service, at least 21 days prior to the date of the
Meeting; and
d) The Director appointed pursuant to the CBCA, by hand or by a recognized
courier service, at least 21 days prior to the date of the Meeting.
[50] ORDERS that a copy of the Interim Order, which will be attached as an appendix
to the Circular, will be filed on SEDAR following its issuance;
[51] ORDERS that the Record Date to determine the identity Shareholders entitled to
receive the Notice Documents and to attend and to be heard at the Meeting and to vote
on the Resolutions relating to the Arrangement and the Resolutions relating to the
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election of the directors of the Corporation, the appointment of KPMG LLP as the
external auditors of the Corporation and the adoption of the SpinCo Option Plan and the
Spinco RSU Plan, subject to completion of the Arrangement, is fixed at the close of
business (time of Quebec), on November 30, 2020;
[52] ORDERS that the Corporation may make such additions, modifications or
reviews to the Notice Documents, as it deems appropriate, but without distort the
essence of this Order, (the “Additional Documents”), which shall be distributed to the
persons entitled to receive the Notice Documents pursuant to this Interim Order by the
method and in the time determined by the Corporation to be the most practicable in the
circumstances;
[53] DECLARES that the mailing, or delivery of the Notice Documents and the
Additional Documents in accordance with this Interim Order as set out above constitutes
good and sufficient notice of Meeting upon all persons, and that no other form of service
of the Notice Documents and Additional Documents or any part thereof, or of the
Application, or any other notice given or other document served to any person in
respect to the Meeting is required;
[54] ORDERS that the Notice Documents and the Additional Documents be deemed,
for the purposes of the present proceedings, to have been received and served upon:
a) In the case of distribution by mail, three business days after delivery thereof to
the post office;
b) In the case of delivery by hand or by courier, upon receipt thereof at the intended
recipient’s address; and
c) In the case of delivery by facsimile transmission or by email, on the day of
transmission.
[55] DECLARES that the accidental omission to give notice of the Meeting to one or
more person specified in the Interim Order, or the non-receipt of the Notice Documents
and Additional Documents by such person(s), shall not invalidate the resolutions passed
at the Meeting or the proceedings herein, and that such omission shall not constitute a
breach of the Interim Order or default in the calling of the Meeting, provided that if any
omission is brought to the attention of the Corporation, it shall use reasonable efforts to
rectify such omission by the method and in the delays it determines to be most
reasonably practicable in the circumstances.
Rights of the Dissenting Monarch Shareholders
[56] ORDERS that, in accordance with the rights of the Dissenting Monarch
Shareholders set forth in the Plan of Arrangement, any Registered Monarch
Shareholder who wishes to dissent must provide a Notice of Dissent that has to be
received by the Corporation, to the attention Mr. Jean Marc Lacoste, president,
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Monarch Gold Corporation, 70, Dalhousie Street, Suite 300, (Quebec) G1K 4B2, email
jm.lacoste@monarquesgold.com on or prior to 5:00 p.m. (Quebec time), December 28,
2020, representing the 2nd business day preceding the Meeting (or the resumption
thereof in the event of adjournment or postponement);
[57]

DECLARES that:

a) any Dissenting Monarch Shareholder who has submitted a Notice of Dissent and
who votes in favour of the Arrangement Resolutions or was present at the
Meeting and abstains from voting on the Arrangement Resolutions shall no
longer be considered having exercised its Dissent Right with respect to the
Dissent Shares voted in favour of the Arrangement Resolutions or abstained
from voting, and that a vote exercised against the Arrangement Resolutions or an
abstention shall not constitute a Notice of Dissent;
b) the Dissenting Monarch Shareholder who exercises its Dissent Right pursuant to
the provisions of the CBCA, as modified by the Interim Order and the Plan of
Arrangement, will be deemed to have transferred the Dissent Shares it holds and
in respect of which Dissent Rights have been exercised, free and clear of all
charges, on the Effective Date in accordance with Section 3.2(a) of the Plan of
Arrangement, in consideration of a debt claim against Monarch for the fair value
of its Dissent Shares in accordance with the amount determined and payable
pursuant to Section 5 of the Plan of Arrangement;
c) any Dissenting Monarch Shareholder who ultimately is entitled to be paid fair
value for its Dissent Shares (i) will be deemed not to have participated to the
transactions contemplated in Section 3 of the Plan of Arrangement (except with
regards to paragraph 3.2(a) of the Plan of Arrangement); (ii) will be entitled to the
fair value of the Dissent Shares, which value must be determined at 5:00 p.m.
(eastern time) on the day preceding the adoption of the Arrangement Resolutions
notwithstanding any provision to the contrary in Section XV of the CBCA; and (iii)
will not be entitled to any other payment or consideration, including which would
have been payable pursuant to the Arrangement had it not exercised its Dissent
Right, in accordance with Section 5.1(a) of the Plan of Arrangement;
d) any Dissenting Monarch Shareholder who is ultimately not entitled, for any
reason, to be paid fair value for the Dissent Shares will be deemed to have
participated in the Arrangement on the same basis as a non-dissenting Monarch
Shareholder, in accordance with Section 5.1(b) of the Plan of Arrangement;
e) any Dissenting Monarch Shareholder who waives or is deemed to have waived
its Dissent Right will be deemed to have participated in the Arrangement, as of
the Effective Date, and will be entitled to the same consideration for their
Monarch Shares as the consideration received by the Monarch Shareholders
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who have not exercised their Dissent Right, subject to the specific provisions of
the CBCA, as modified by the Plan of Arrangement and the Interim Order;
[58] ORDERS that any Dissenting Monarch Shareholder wishing to apply to the Court
to establish the fair value of the Dissent Shares in respect of which a Dissent Right has
been validly exercised must apply to the Superior Court of Quebec and that for the
purposes of the Arrangement contemplated in these proceedings, the “court” referred to
in Section 190 of the CBCA means the Superior Court of Quebec;
[59] ORDERS that, as of the Effective Date (as defined in the Plan of Arrangement)
and in accordance with the Dissent Right as set forth in the Plan of Arrangement, the
Dissent Shares held by the Dissenting Monarch Shareholders shall be transferred to
Monarch for cancellation, in accordance with the Interim Order;
[60] ORDERS that no Dissenting Monarch Shareholder shall be recognized as a
Monarch Shareholder after having validly exercised its Dissent Right following the
transfer provided in Section 3.2(a) of the Plan of Arrangement and allow for the name of
that Dissenting Monarch Shareholder to be removed from the Monarch Shareholders
register.
Final Order and Final Hearing
[61] ORDERS that, subject to the approval by the Monarch Securityholders of the
Arrangement Resolutions as set forth in this Interim Order, the Corporation may ask this
Court to authorize the Arrangement by way of a Final Order;
[62] ORDERS that the Application for the Final Order be presented before the
Superior Court of Quebec, sitting in the Commercial Division in and for the district of
Quebec, at the Quebec City Courthouse, located at 300, Jean-Lesage Blvd., Quebec,
QC, G1K 8K6, on January 20, 2021, at 9:00 a.m., in Room 3.39.
[63] ORDERS that the delivery by mail, email or by hand of the Notice Documents
constitutes good and sufficient service and notice of presentation of the Application for
Final Order to all persons, whether those persons reside within Quebec or in another
jurisdiction;
[64] ORDERS that subject to the Court deciding otherwise in accordance to the
explanations provided, the only persons entitled to appear and be heard at the hearing
of the Application for Final Hearing shall be the Corporation, Yamana and their
respective representatives and any person that complies with the following:
a) File an appearance with the Court’s registry of the Superior Court of Quebec
(Commercial Chamber), district of Quebec and serve same on:
i) The Corporation’s legal counsel, to the attention of Me Richard
Provencher, Stein Monast LLP, 70, Dalhousie Street, Suite 300, Quebec,
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QC, G1K 4B2, by email : richard.provencher@steinmonast.ca, or by fax :
(418) 523-5391;
ii) Yamana’s legal counsel, to the attention of Me Simon Clément, Lavery de
Billy LLP, 925, Grande-Allée Ouest, Québec, Qc, G1S 1C1, by email :
sclement@lavery.ca, or by fax : (418) 688-3458
No later than January 13, 2021, at 5:00 pm (Quebec time).
b) If such person intends on contesting the Application for Final Order, it must also
serve on Me Richard Provencher and Me Simon Clément (at the above email
addresses and facsimile number), no later than January 18, 2021, at 5:00 pm
(Quebec time), a written contestation supported as to the facts alleged by
affidavit(s) and exhibit(s), if any;
[65] ALLOWS the Corporation to file any further evidence it deems appropriate, by
way of supplementary affidavit(s) or otherwise, in connection with the Application for a
Final Order.
Miscellaneous
[66] DECLARES that the Corporation shall be entitled to seek leave to modify this
Interim Order upon such terms and notice that the Court will deem appropriate;
[67] DEMANDS the assistance and appreciation of any court or judicial, regulatory or
administrative institution in any Canadian Province or Territory, the Federal Court of
Canada and any judicial, regulatory or administrative institution of the United States or
of any other State or nation, to assist the Corporation and its agents in the performance
of this Interim Order;
[68] ORDERS provisional execution of the judgement to be rendered on this
Application for Interim Order, notwithstanding any appeal therefrom, and without the
necessity of providing any security;
[69]

THE WHOLE without costs.

__________________________________
DANIEL DUMAIS, S.C.J.
Stein Monast, Casier #14
Me David Ferland
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Me Richard Provencher
Me Mathieu Ayotte
Attorneys of Monarch Gold Corporation
Lavery de Billy
Me Simon Clément
Attorney of Yamana Gold Inc.
Director appointed under section 260 of the CBCA
Mr. Karim Mikaël
Corporations Canada
C.D.-Howe Building, 7th Floor West,
235, Queen Street, Ottawa (Ontario) K1A 0H5

Date of hearing: November 25, 2020
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APPENDIX E
INFORMATION CONCERNING MONARCH
Overview
Monarch was incorporated under the CBCA by articles of incorporation on February 16, 2011 under the name
“Monarques Resources Inc.” and its French version “Ressources Monarques Inc.”. On November 22, 2011, Monarch
filed articles of amendment to allow the directors of Monarch to appoint one or more additional directors in accordance
with the provisions of subsection 106(8) of the CBCA. On January 12, 2015, Monarch changed its name to
“Monarques Gold Corporation” and its French version “Corporation Aurifère Monarques”. On January 18, 2019,
Monarch changed the English version of its name to “Monarch Gold Corporation”. Monarch’s French version remains
“Corporation Aurifère Monarques”.
Monarch is an emerging gold mining company focused on pursuing growth through its large portfolio of quality
projects in the Abitibi mining camp, in Québec, Canada. Monarch currently owns over 315 km² of gold properties in
the Abitibi mining camp in Québec, Canada, including the Wasamac Property, the Beaufor Mine, the Croinor Property,
the McKenzie Property, the Swanson Property and the Camflo Property. The Corporation also owns the fully permitted
and functional Camflo mill and the Beacon Mill. Monarch’s only material property is the Wasamac Property.
Monarch is a reporting issuer in British Columbia, Alberta, Ontario and Québec. The Monarch Shares currently trade
on the TSX, the OTCQX and the Frankfurt Stock Exchange. Monarch’s head office is located at 70, Dalhousie Street,
Suite 300, Québec, Québec G1K 4B2 and its registered office is located at 68 Avenue de la Gare, Suite 205, Québec,
Québec J0R 1R0.
For further information regarding Monarch, refer to its filings with the Canadian securities regulators which have been
filed by Monarch under its profile on SEDAR at www.sedar.com.
Recent Developments
On October 1, 2020, Monarch reported the first results from its 2020 exploration diamond drilling program on its
wholly owned Beaufor Mine. The results include a significant number of high-grade assays, including 783 grams per
tonne over 0.2 meters and 293 grams per tonne Au over 0.5 meters.
On November 2, 2020, Monarch announced that it had entered into the Arrangement Agreement with Yamana
pursuant to which Yamana will acquire the Wasamac Property and the Camflo Property and mill through the
acquisition of all of the outstanding Monarch Shares for total consideration of approximately $200 million or $0.63
per Monarch Share on a fully diluted basis under the Plan of Arrangement.
Consolidated Capitalization
There have been no material changes in the share and loan capital of Monarch, on a consolidated basis, since
September 30, 2020, the date of Monarch’s most recent financial statements, which are incorporated by reference in
this Circular, other than:
(a) the issuance of an aggregate of 1,500,000 Monarch Shares upon the exercise of outstanding Monarch
Warrants, for aggregate cash consideration of $435,000;
(b) the issuance of an aggregate of 562,500 Monarch Shares upon the exercise of outstanding Monarch Options,
for aggregate cash consideration of $135,000;
(c) the issuance of an aggregate of 4,052,380 Monarch Shares, as payment of the balance of the purchase price in
connection with the acquisition of the Fayolle property, the McKenzie Property and the Swanson Property.
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Description of Share Capital
Monarch is authorized to issue an unlimited number of common shares at no par value. The Monarch Shares are listed
on the TSX under the symbol “MQR”, the OTCQX under the symbol “MRQRF” and the Frankfurt Stock Exchange
under the symbol “MR7.F”. There were 321,200,833 Monarch Shares, 27,741,730 Monarch Warrants and 12,175,000
Monarch Options issued and outstanding at the close of business on November 30, 2020.
Monarch Shares
Holders of Monarch Shares are entitled to vote at all shareholder meetings. They are also entitled to dividends, if, as
and when declared by the Board and, upon liquidation or winding-up of Monarch, to share the residual assets of
Monarch. The Monarch Shares do not have any pre-emptive, conversion or redemption rights, and all have equal
voting rights. There are no special rights or restrictions of any nature attached to any of the Monarch Shares, all of
which rank equally as to all benefits which might accrue to the holders of the Monarch Shares.
Price Range and Trading Volume
The following table sets forth information relating to the monthly trading of the Monarch Shares on the TSX for the
12-month period prior to the date of this Circular:
Month
November 2019
December 2019
January 2020
February 2020
March 2020
April 2020
May 2020
June 2020
July 2020
August 2020
September 2020
October 2020
November 2020

High ($)

Low ($)

Volume

0.240
0.225
0.225
0.205
0.195
0.265
0.310
0.400
0.580
0.590
0.540
0.515
0.60

0.205
0.195
0.180
0.170
0.110
0.125
0.220
0.230
0.365
0.440
0.440
0.385
0.495

1,811,991
3,105,348
4,642,474
5,227,291
3,755,679
7,902,773
21,915,124
21,664,995
21,059,160
13,110,903
7,424,700
7,406,859
22,963,930

The closing price of the Monarch Shares on the TSX on October 30, 2020, the last trading day prior to the
announcement of the Arrangement, was $0.44.
The closing price of the Monarch Shares on the TSX on November 30, 2020 was $0.52.
Prior Sales
For the 12-month period prior to the date of this Circular, Monarch issued or granted Monarch Shares and securities
convertible into Monarch Shares as listed in the table below. Other than the issuances listed in the table below,
Monarch has not issued any Monarch Shares or securities convertible into Monarch Shares within the 12 months
preceding the date of this Circular.
Date of Issuance
January 15, 2020
February 24, 2020
February 25, 2020
April 15, 2020
April 20, 2020

Price per Monarch
Share or Exercise Price
per Monarch Option ($)
$0.13
$0.25
$0.25
$0.12
$0.25

Number and Type of
Security
200,000 Monarch Shares
4,000,000 Monarch Shares
3,300,000 Monarch Shares
675,000 Monarch Shares
1,133,334 Monarch Shares
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Reason for Issuance
Exercise of Monarch Options
Private placement
Purchase price of assets
Exercise of Monarch Options
Purchase price of assets

April 28, 2020
June 10, 2020

Price per Monarch
Share or Exercise Price
per Monarch Option ($)
$0.12
$0.24

June 10, 2020

Nil

Date of Issuance

Number and Type of
Security

July 8, 2020
July 15, 2020
July 23 2020
July 27, 2020
August 13, 2020
August 16, 2020

$0.08
$0.40
$0.31
$0.31
$0.10
$0.25

75,000 Monarch Shares
22,582,500 Monarch Shares
11,291,250 Monarch
Warrants
400,000 Monarch Shares
2,815,000 Monarch Options
25,000 Monarch Shares
32,500 Monarch Shares
75,000 Monarch Shares
12,000,000 Monarch Shares

September 17, 2020

$0.72

9,030,000 Monarch Shares

September 17, 2020

Nil

September 17, 2020

$0.57

September 17, 2020

Nil

September 3, 2020
November 11, 2020
November 13, 2020
November 16, 2020
November 26, 2020

$0.37
$0.29
$0.56
$0.56
$0.24

4,515,000 Monarch
Warrants
11,404,000 Monarch Shares
5,702,000 Monarch
Warrants
32,500 Monarch Shares
1,500,000 Monarch Shares
1,785,714 Monarch Shares
2,266,666 Monarch Shares
562,500 Monarch Shares

Reason for Issuance
Exercise of Monarch Options
Private placement
Private placement
Exercise of Monarch Options
Compensation annual awards
Exercise of Monarch Options
Exercise of Monarch Options
Exercise of Monarch Options
Purchase price of assets
Flow-through private placement
of Québec flow-through units
Flow-through private placement
of Québec flow-through units
Flow-through private placement
of flow-through units
Flow-through private placement
of flow-through units
Exercise of Monarch Options
Exercise of Monarch Warrants
Purchase price of assets
Purchase price of assets
Exercise of Monarch Options

Previous Distribution
Except as set forth below, Monarch has not distributed Monarch Shares during the five years prior to the date of this
Circular:
(a) From July 1, 2020 to the date of this Circular, Monarch issued 565,000 Monarch Shares pursuant to the
exercise of Monarch Options, with a weighted average exercise price of $0.44 per Monarch Share, for
aggregate proceeds of $251,313;
(b) From July 1, 2020 to the date of this Circular, Monarch issued 1,500,000 Monarch Shares pursuant to the
exercise of Monarch Warrants, with a weighted average exercise price of $0.29 per Monarch Share, for
aggregate proceeds of $435,000;
(c) On November 16, 2020, Monarch issued 2,266,666 Monarch Shares to Typhoon Exploration Inc. for the final
payment of the balance of the purchase price owing in connection with the acquisition of the Fayolle property;
(d) On November 13, 2020, Monarch issued 1,785,714 Monarch Shares to Agnico Eagle Mines Ltd. for the
payment of the balance of the purchase price owing in connection with the acquisition of the McKenzie
Property and the Swanson Property;
(e) On September 17, 2020, Monarch completed a bought deal private placement of 9,030,000 units of Monarch
at a price of $0.72 per unit for aggregate gross proceeds of $6,501,600. Each unit consisted of one Monarch
Share, issued on a flow-through basis, and one-half of a Monarch Warrant;
(f) On September 17, 2020, Monarch completed a bought deal private placement of 11,404,000 units of Monarch
at a price of $0.57 per unit for aggregate gross proceeds of $6,500,280. Each unit consisted of one Monarch
Share, issued on a flow-through basis, and one-half of a Monarch Warrant;
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(g) During its fiscal year ended June 30, 2020, Monarch issued 950,000 Monarch Shares pursuant to the exercise
of Monarch Options, with a weighted average exercise price of $0.16 per Monarch Share, for aggregate
proceeds of $153,875;
(h) On June 9, 2020, Monarch closed a non-brokered private placement to issue 22,582,500 units at a price of
$0.24 per unit for gross proceeds of $5,419,800. Each unit consisted of one Monarch Share and one-half of a
Monarch Warrant. Each whole Monarch Warrant entitled the holder to purchase one Monarch Share at an
exercise price of $0.29 for a period of 36 months following the closing of the financing;
(i) On April 20, 2020, Monarch issued 1,133,334 Monarch Shares to Typhoon Exploration Inc. as partial
satisfaction of the purchase price owing in connection with the acquisition of the Fayolle property;
(j) On February 25, 2020, Monarch completed the acquisition of mining claims adjacent to the McKenzie Break
property. In consideration, Monarch issued 3,300,000 Monarch Shares totaling $643,500. These Monarch
Shares are subject to restrictions on their transfer for a period of up to 36 months;
(k) On February 24,2020, Monarch completed a private placement of 4,000,000 units of Monarch at a price of
$0.25 per unit for aggregate gross proceeds of $1,000,000, issued on a flow-through basis;
(l) On November 27, 2019, Monarch completed the acquisition of mining claims adjacent to the Wasamac
Property. In consideration, Monarch issued 1,000,000 Monarch Shares at a price of $0.22. These Monarch
Shares were subject to restrictions on their transfer for a period of up to 12 months;
(m) On August 19, 2019, Monarch completed the acquisition of a 100% interest in the Fayolle property. In
consideration, Monarch issued 12,000,000 Monarch Shares to Hecla Quebec Inc.;
(n) During its fiscal year ended June 30, 2019, Monarch issued 745,000 Monarch Shares pursuant to the exercise
of Monarch Options, with a weighted average exercise price of $0.20 per Monarch Share, for aggregate
proceeds of $152,100;
(o) On May 9, 2019, Monarch acquired 6,500,000 shares of Unigold Inc. from an investor for a total consideration
of $763,750 paid by the issuance of 3,250,000 Monarch Shares;
(p) On April 25,2019, Monarch completed a private placement of 2,424,242 units of Monarch at a price of $0.33
per unit for aggregate gross proceeds of $800,000, issued on a flow-through basis;
(q) On April 18,2019, Monarch completed a private placement of 3,636,364 units of Monarch at a price of $0.33
per unit for aggregate gross proceeds of $1,200,000, issued on a flow-through basis;
(r) On January 8, 2019, Monarch issued 2,812,940 Monarch Shares in payment of a purchase price balance
representing $600,000;
(s) On December 13,2018, Monarch completed a private placement of 3,029,606 units of Monarch at a price of
$0.33 per unit for aggregate gross proceeds of $999,770, issued on a flow-through basis;
(t) On October 1, 2018, Monarch issued 170,000 Monarch Shares in payment of the acquisition of a mining
property representing $27,300;
(u) During its fiscal year ended June 30, 2018, Monarch issued 790,000 Monarch Shares pursuant to the exercise
of Monarch Options, with a weighted average exercise price of $0.29 per Monarch Share, for aggregate
proceeds of $225,200;
(v) During its fiscal year ended June 30, 2018, Monarch issued 6,758,031 Monarch Shares pursuant to the exercise
of Monarch Warrants, with a weighted average exercise price of $0.16 per Monarch Share, for aggregate
proceeds of $1,083,421;
(w) On March 12, 2018, Monarch completed a non-brokered private placement for the issuance of 12,820,513
units of Monarch priced at $0.39 per unit, for gross proceeds of $5,000,000. Each unit was comprised of one
Monarch Share and one-half of a Monarch Warrant. Each Monarch Warrant entitled the Monarch
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Optionholder thereof to purchase one Monarch Share at a price of $0.45 for a period of 36 months following
the closing of the private placement;
(x) On December 21, 2017, Monarch entered into an agreement to acquire the McKenzie Property and the
Swanson Property from Agnico Eagle Mines Ltd. To acquire the McKenzie Property and the Swanson
Property, Monarch paid Agnico Eagle Mines Ltd. a total of $4,600,000, of which $1,600,000 was payable in
cash and $3,000,000 was payable in Monarch Shares over a four-year period including on closing, $600,000
in Monarch Shares representing 2,822,222 Monarch Shares upon issuance;
(y) On November 16, 2017, Monarch completed a private placement of 8,984,033 units of Monarch at a price of
$0.375 per unit for aggregate gross proceeds of $3,369,013, issued on flow-through basis;
(z) On October 2, 2017, Monarch completed a non-brokered private placement of 18,643,573 Monarch Shares at
a price of $0.35 per Monarch Share, for gross proceeds of $6,525,251;
(aa) On October 2, 2017, Monarch acquired all the mining assets of Richmont Mines Inc. in the province of
Québec, including the Wasamac Property and the Camflo Property. In exchange, Monarch issued 34,633,203
Monarch Shares, representing 19.9% of its issued and outstanding Monarch Shares on an undiluted basis,
having a market value of $12,121,621;
(bb) During its fiscal year ended June 30, 2017, Monarch issued 1,020,000 Monarch Shares pursuant to the exercise
of Monarch Options, with a weighted average exercise price of $0.20 per Monarch Share, for aggregate
proceeds of $204,350;
(cc) During its fiscal year ended June 30, 2017, Monarch issued 10,578,239 Monarch Shares pursuant to the
exercise of Monarch Warrants, with a weighted average exercise price of $0.14 per Monarch Share, for
aggregate proceeds of $1,488,082;
(dd) On March 8, 2017, Monarch completed a private placement of 5,038,000 units of Monarch at a price of $0.66
per unit for aggregate gross proceeds of $3,325,080, issued on a flow-through basis;
(ee) On March 8, 2017, Monarch completed a brokered private placement of an aggregate of 4,034,522 units of
Monarch, at a price of $0.45 per unit for gross proceeds of $1,815,535. Each unit was comprised of one
Monarch Share in the capital of Monarch and one Monarch Warrant. Each Monarch Warrant entitled the
holder thereof to purchase one additional Monarch Share in the capital of Monarch at a price of $0.60 per
Monarch Share for a period of 36 months following the closing of the private placement;
(ff) On March 8, 2017, as payment for the purchase of a royalty, Monarch issued 444,444 Monarch Shares at price
of $0.45 per Monarch Share;
(gg) On December 23, 2016, Monarch completed private placement of 1,330,000 units of Monarch at a price of
$0.35 per unit for aggregate gross proceeds of $465,500, issued on a flow-through basis;
(hh) On December 16, 2016, Monarch completed private placement of 3,052,130 units of Monarch at a price of
$0.35 per unit for aggregate gross proceeds of $1,068,246, issued on a flow-through basis;
(ii) On July 7, 2016, Monarch completed a private placement of 4,083,333 units of Monarch at a price of $0.51
per unit for aggregate gross proceeds of $2,082,500, issued on a flow-through basis;
(jj) Monarch issued 1,308,900 Monarch Shares in July 2016 and 2,431,650 Monarch Shares in October 2016 as
payment for the acquisition of the Beacon Gold Property;
(kk) During its fiscal year ended June 30, 2016, Monarch issued 175,000 Monarch Shares pursuant to the exercise
of Monarch Options, with a weighted average exercise price of $0.19 per Monarch Share, for aggregate
proceeds of $33,778;
(ll) During its fiscal year ended June 30, 2016, Monarch issued 7,215,549 Monarch Shares pursuant to the exercise
of Monarch Warrants, with a weighted average exercise price of $0.15 per Monarch Share, for aggregate
proceeds of $1,047,961;
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(mm) On December 18, 2015, Monarch completed a private placement of 2,000,000 units of Monarch at a price of
$0.11 per unit for aggregate gross proceeds of $220,000, issued on a flow-through basis;
(nn) On November 6, 2015, Monarch closed a non-brokered private placement of an aggregate of 3,875,000 units
of Monarch, priced at $0.08 per unit, for gross proceeds of $310,000; and
(oo) On May 26, 2016, Monarch closed a brokered private placement of an aggregate of 17,142,860 units of
Monarch, priced at $0.175 per unit, for gross proceeds of $3,000,001.
Dividends or Capital Distributions
Monarch has not, since the date of its incorporation, declared or paid any cash dividends or capital distributions on
the Monarch Shares and does not currently have a policy with respect to the payment of dividends. Under the terms
of the Arrangement Agreement, Monarch has agreed not to declare, set aside or pay dividends on the Monarch Shares
prior to the Effective Date.
Risk Factors
An investment in Monarch Shares and the completion of the Arrangement are subject to certain risks. In assessing the
Arrangement, Monarch Securityholders should carefully consider the risks described under “The Arrangement – Risks
Associated with the Arrangement” and the risks described under the heading “Risk Factors” in the Monarch AIF and
the risk factors described in the Monarch Annual MD&A which are incorporated by reference in this Circular.
Additional Information
Information has been incorporated by reference in this Circular from documents filed with the securities commissions
or similar authorities in each of the provinces and territories of Canada. Copies of the documents incorporated herein
by reference may be obtained on request without charge from Mr. Jean-Marc Lacoste, President and Chief Executive
Officer of Monarch at 68 Avenue de la Gare, Suite 205, Saint-Sauveur, Québec J0R 1R0, and have been filed by
Monarch under its profile on SEDAR at www.sedar.com. The filings of Monarch through SEDAR are not incorporated
by reference in this Circular except as specifically set out herein.
The following documents, filed by Monarch with the applicable Canadian securities regulators, are specifically
incorporated by reference into, and form an integral part of, this Circular:
(a) the annual information form of Monarch for the fiscal year ended June 30, 2020 dated September 23, 2020
(the “Monarch AIF”);
(b) the Monarch Annual Financial Statements, together with the auditor’s report thereon;
(c) management’s discussion and analysis of Monarch for the fiscal year ended June 30, 2020 (the “Monarch
Annual MD&A”);
(d) the unaudited consolidated condensed interim financial statements for the three months ended
September 30, 2020, except for the notice therein provided under section 4.3(3)(a) of NI 51-102;
(e) management’s discussion and analysis of Monarch for the three months ended September 30, 2020;
(f) the management information circular of Monarch dated November 7, 2019 prepared in connection with the
annual meeting of shareholders of Monarch held on December 12, 2019;
(g) the material change report dated November 11, 2020 in respect of the Arrangement;
(h) the material change report dated September 23, 2020 in respect of the $13 million bought deal private
placement of flow-through units of Monarch;
(i) the material change report dated June 12, 2020 in respect of the closing of the sale of the Fayolle property to
IAMGOLD Corporation; and
(j) the material change report dated August 26, 2019 in respect of the closing of the Fayolle property acquisition.
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Any document of the type referred to in section 11.1 of Form 44-101F1 of National Instrument 44-101 –Short Form
Prospectus Distributions (excluding confidential material change reports), if filed by Monarch with the securities
commissions or similar regulatory authorities in the applicable provinces of Canada after the date of this shall be
deemed to be incorporated by reference in the Circular.
Any statement contained in this Circular or in any other document incorporated or deemed to be incorporated
by reference in this Circular shall be deemed to be modified or superseded to the extent that a statement
contained herein or in any other subsequently filed document which is deemed to be incorporated by reference
in this Circular modifies or supersedes such statement. The modifying or superseding statement need not state
that it has modified or superseded a prior statement or include any other information set forth in the document
which it modifies or supersedes. The making of a modifying or superseding statement shall not be deemed an
admission for any purposes that the modified or superseded statement, when made, constituted a
misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is required
to be stated or that is necessary to make a statement not misleading in light of the circumstances in which it
was made. Any statement so modified or superseded shall not constitute a part of this Circular except as so
modified or superseded.
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APPENDIX F
INFORMATION CONCERNING SPINCO
No securities regulatory authority (including, without limitation, any securities regulatory authority
of any Canadian province or territory, the United States Securities and Exchange Commission, or
any securities regulatory authority of any U.S. State) has expressed an opinion about the securities
described herein and it is an offence to claim otherwise.
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NOTICE TO READER
The following is a summary of the principal features of Monarch Mining Corporation (“SpinCo”) and its expected
business and operations which should be read together with the other information and financial statements contained
in the management information circular (the “Circular”) of Monarch Gold Corporation (“Monarch”), to which this
Appendix F is attached. The information contained in this Appendix F, unless otherwise indicated, is given as of
November 30, 2020, the date of the Circular. All capitalized terms used in this Appendix F that are not otherwise
defined herein have the meaning ascribed to such terms elsewhere in the Circular.
The Arrangement provides Monarch Shareholders with the opportunity to participate in SpinCo. Assuming the
Arrangement Resolution is approved, immediately following the Effective Time, a Monarch Shareholder (other than
a Dissenting Monarch Shareholder) will receive, among the other consideration payable, for each Monarch Share held
or to which the Monarch Shareholder would otherwise be entitled upon the surrender or exercise of Monarch Options,
or upon exercise of a Monarch Warrants, prior to the Effective Date, 0.20 of a SpinCo Share and SpinCo will own the
SpinCo Assets (as defined herein).
Unless otherwise indicated herein, references to “$”, “C$” or “Canadian dollars” are to Canadian dollars and
references to “US$” or “U.S. dollars” are to United States dollars. See also in the Circular “Forward-Looking
Information”.
CORPORATE STRUCTURE AND HISTORY
SpinCo was incorporated under the name “Monarch Mining Corporation / Corporation Minière Monarch” under the CBCA
by articles of incorporation dated November 11, 2020 for the purposes of completing the Arrangement. The registered and
head office of SpinCo is located at 68 Avenue de la Gare, Suite 205, Saint-Sauveur, Québec J0R 1R0.
SpinCo has not carried on any active business since its incorporation. SpinCo is not a reporting issuer (or the equivalent) in
any jurisdiction. SpinCo has applied to have the SpinCo Shares listed on the TSX. Listing is subject to the approval of the TSX
in accordance with its original listing requirements. The TSX has not conditionally approved SpinCo's listing application and
there is no assurance that the TSX will approve the listing application. Upon completion of the Arrangement, SpinCo expects
to become a reporting issuer (or the equivalent) in Québec, Ontario, British Columbia and Alberta. It is a condition to the
completion of the Arrangement, that the SpinCo Shares will have been conditionally approved for listing on the TSX, or
such other recognized stock exchange on or before the Effective Date.
SpinCo is currently a wholly-owned subsidiary of Monarch. At the Effective Time, SpinCo will cease to be a wholly-owned
subsidiary of Monarch and it is expected that 100 % of the SpinCo Shares will be owned by Former Monarch Shareholders
(other than Dissenting Monarch Shareholders). Pursuant to the Arrangement, SpinCo will acquire the SpinCo Assets (as
defined herein). Following completion of the Arrangement, SpinCo intends to be engaged in the development and
exploration of the SpinCo Properties (as defined herein) as well as the acquisition of additional exploration properties.
See in this Appendix F, “Description of the Business”. In addition, SpinCo will have approximately $14 million in cash.
See in this Appendix F, “General Description of the Business” and “Available Funds”, and see in the Circular, “The
Arrangement”.
While SpinCo plans to obtain a listing for the SpinCo Shares, there can be no assurance as to when, or if, the SpinCo Shares
will be listed on the TSX or on any other stock exchange. As at the date of the Circular, there is no market through
which the SpinCo Shares, to be distributed pursuant to the Arrangement, may be sold, and SpinCo Shareholders
may not be able to resell them. This may affect the pricing of the SpinCo Shares in the secondary market, the
transparency and availability of trading prices, the liquidity of the SpinCo Shares, and the extent of the regulations
to which SpinCo is subject. See in this Appendix F, “Market for Securities” and “Risk Factors—No Assurance of Listing
of SpinCo Shares”.
As of the date of the Circular, SpinCo does not have any subsidiaries. However, upon completion of the Arrangement, it is
expected that SpinCo will own the following subsidiaries (the “SpinCo Subsidiaries”). All of the shares of the SpinCo
Subsidiaries are expected to be held directly by SpinCo.
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SpinCo
(100%)

(100%)

(100%)

(100%)

X-Ore Resources

11306448 Canada Inc.

Louvem Mines Inc.

Beacon Gold Mill Inc.

DESCRIPTION OF THE BUSINESS
General Description of the Business
Following completion of the Arrangement, SpinCo will have the following objectives: evaluating the economic potential
of re-starting the Beaufor Mine operations within the next 12 to 18 months, pursuing the growth of the SpinCo Properties,
as well as acquiring and exploring additional properties that have the potential for precious and base metals discoveries,
located mainly within Québec, Canada. SpinCo’s strategy will be to create shareholder value through the acquisition,
exploration, advancement and development of mineral properties.
Following completion of the Arrangement, SpinCo will have acquired the following mineral claims (whether patented or
unpatented), concessions, leases, licenses, surface rights or other mineral rights and other interests, within the following
gold properties in the Abitibi mining camp or the region of Chapais, accordingly, in Québec from Monarch:
x

the Beaufor mine and property (the “Beaufor Mine”)

x

the McKenzie Break property (the “McKenzie Property”)

x

the Croinor Gold property (the “Croinor Property”)

x

the Swanson property (the “Swanson Property”)

x

the Beacon Gold property (the “Beacon Gold Property”) and the Beacon gold mill (the “Beacon Mill”)

x

the Orbite property (the “Orbite Property”)

(collectively, the “SpinCo Properties”).
Following completion of the Arrangement, SpinCo will also have acquired from Monarch certain cash and other assets,
including (i) the lease of Monarch’s existing offices located at 68 Avenue de la Gare, Suite 205, Saint-Sauveur, Québec
J0R 1R0, (ii) office furniture, office equipment and office supplies located at the office location referred to in paragraph (i)
above, (iii) all fixed assets and inventories of Monarch relating exclusively to the SpinCo Properties or located within the
boundaries of the SpinCo Properties or at the office location referred to above in paragraph (i) above, (iv) all joint venture,
earn-in, other contracts entered into by Monarch, and royalties or other similar rights that relate exclusively to the SpinCo
Properties, (v) all exploration information, data reports and studies including all geological, geophysical and geochemical
information and data (including all drill, sample and assay results and all maps) and all technical reports, feasibility studies
and other similar reports and studies of all nature concerning the SpinCo Properties in Monarch’s possession or control
relating to the SpinCo Properties, (vi) $14,000,000 in cash; and (vii) the shares of the SpinCo Subsidiaries (collectively,
with the SpinCo Properties, the “SpinCo Assets”) and will assume all of the liabilities of Monarch, contingent or otherwise,
which pertain to, or arise in connection with, the operation of the SpinCo Assets (the “SpinCo Liabilities”), as described
in Schedule I to this Appendix F, “SpinCo’s Combined Carve-Out Financial Statements”.
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Mining property rights to be held by SpinCo following completion of the Arrangement
Area
(ha)

Mining Concessions
Entity

Properties

Beaufor
Mine
Monarch
Gold
Corporation

Beacon Gold
Mill Inc.
X-Ore
Resources
Inc.

McKenzie
Property
Swanson
Property
Orbite
Property
Beacon
Gold
Property
Croinor
Property

Number

Date of
Registration

Expiry
Date

CM-280PTA

1936-05-09

None

N/A

Mining Lease

Number
of claims

Rights
(%)

23

100%

N/A

133

100%

203107-19

93,01

127

100%

N/A

N/A

N/A

11

100%

None

N/A

N/A

N/A

11

100%

BM-862

2004-07-06

202407-05

89,72

337

100%

Number

Date of
Registration

Expiry
Date

112,91

None

N/A

N/A

N/A

BM-858

2003-03-12

N/A

N/A

N/A

BM-1018

2013-09-17

N/A

N/A

N/A

BM-750

1986-06-03

N/A
202303-11
203309-16
202606-02

None

N/A

N/A

N/A

None

N/A

N/A

None

N/A

N/A

N/A

BM-885

2011-07-20

None

N/A

N/A

N/A

None

CM-356PTB

1947-08-12

None

92,65

None

N/A

N/A

N/A

None

Location of the SpinCo Properties
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Area
(ha)
N/A
21,83
32,62
37,5

Recent Development on the SpinCo Properties
SpinCo Properties

Recent developments

Beaufor Mine:

In June 2020, Monarch finalized an exploration plan aimed at discovering new areas at easily
accessible levels, as well as areas at more remote levels, and started a 42,500-metre drilling
program at the Beaufor Mine. Production at the Beaufor Mine was suspended by Monarch on
June 30, 2019, and the mine is currently on care and maintenance.

McKenzie Property:

On February 27, 2020, Monarch completed the acquisition of 91 mining claims surrounding the
McKenzie Property from a group of private companies and prospectors. In addition, Monarch
also acquired an additional 33 mining claims by way of staking. In total, the McKenzie Property
now comprises a total of 134 mining claims covering a total area of 5,106.9 ha (51 km2). On July
23, 2020, Monarch also announced the results of a four-hole, 1,896-metre drilling program which
took place from March to May 2020. Monarch discovered the highest single gold assay result on
the property with an intersect of 311 g/t Au over 0.5 metres, more than 115 grains of visible gold
throughout the 14.35 m intersection, and obtained impressive results over a wide intercept in hole
MK-20-255, confirming the continuity of the mineralized zone below and south of the current
resource. Hole MK-20-255 returned 13.95 g/t Au over 14.35 metres, including 311 g/t Au over
0.5 metres, 25.40 g/t Au over 0.85 metres and 15.10 g/t Au over 1.00 metre, which included a
newly identified gold-bearing zone below our targeted horizon that returned 27.15 g/t Au over
2.0 metres, indicating a potential for additional stacked veins. Hole MK-20-253 returned 5.34 g/t
Au over 7.20 metres, including 23.60 g/t Au over 1.00 metre and 14.35 g/t Au over 0.70 metres.

Croinor Property:

In 2018, Monarch conducted exploration work on the Croinor Property, which focused on the
expansion and infilling of the Croinor gold deposit. Monarch reported the last assay results of this
drilling campaign on February 4, 2019.

Swanson Property:

In June 2020, Monarch drilled one hole across a magnetic high conductor on its Swanson
Property. The target is a geophysical magnetic high along the same geological stratigraphy as the
Swanson and Manville deposits. A mineral resource estimate on the property completed for
Monarch in 2018 identified an indicated resource of 1,752,100 t at a grade of 1.85 g/t Au (104,100
oz Au) and an inferred resource of 74,000 t at a grade of 2.96 g/t Au (7,100 oz Au). The property
has promising exploration potential and drilling to date has been limited.

Of the SpinCo Properties, the Beaufor Mine is considered to be material for the purposes of National Instrument 43-101—
Standards of Disclosure for Mineral Projects (“NI 43-101”). See in this Appendix F, “Principal Properties - The Beaufor
Mine, Val-d'Or, Québec, Canada”.
SpinCo Conveyance Agreement
As of the day prior to the Effective Date, SpinCo will have entered into a conveyance agreement (the “SpinCo Conveyance
Agreement”) with Monarch, pursuant to which SpinCo will acquire the SpinCo Assets from Monarch and assume all of
the SpinCo Liabilities.
Business Objectives and Operations
Following completion of the Arrangement, SpinCo will have the following objectives: evaluating the economic potential
of re-starting the Beaufor Mine operations within the next 12 to 18 months, pursuing the growth of the SpinCo Properties,
as well as acquiring and exploring additional properties that have the potential for precious and base metals discoveries,
located mainly within Québec, Canada.
Market Opportunities
SpinCo will consider the acquisition of additional mineral property interests, or corporations holding mineral property
interests, on a going-forward basis after the Effective Time, with the objectives of: (i) creating additional value for
shareholders through the acquisition of additional mineral exploration properties; and (ii) helping to minimize exploration
or production risk by attempting to diversify SpinCo’s portfolio of properties. Although SpinCo believes that the re-start
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of the Beaufor Mine operations are positive and that the other SpinCo Properties show considerable upside potential, mineral
production and exploration in general is both uncertain and subject to fluctuating commodity prices resulting from changing
trends in supply and demand. See in this Appendix F, “Risk Factors — Commodity prices” and “Risk Factors — Exploration”.
As a result, acquiring additional mineral properties, some of which may be prospective in other commodities, may minimize
overall production and exploration risk and risks associated with fluctuating commodities. Accordingly, SpinCo may seek to
acquire additional mineral resource properties in the near future. However, there can be no assurance that SpinCo will be
able to identify suitable additional mineral properties, that SpinCo will have sufficient financial resources to acquire such
mineral properties, or that such properties will be available on terms acceptable to SpinCo or at all. See in this Appendix F,
“Risk Factors — Reliance on a Limited Number of Properties”.
In determining whether to make an expenditure to acquire an additional mineral property that SpinCo considers prospective,
the board of directors of SpinCo (the “SpinCo Board”) will consider criteria such as the exploration history of the property,
its location, or a combination of these and other factors. There can be no assurances that SpinCo will be able to identify
any such properties, or to acquire any such properties on favorable terms. Risk factors to be considered in connection with
SpinCo’s search for and acquisition of additional mineral properties include the significant expenses required to locate and
establish mineral reserves; the fact that expenditures made by SpinCo may not result in discoveries of commercial quantities
of minerals; environmental risks; risks associated with land title, option and/or joint venture agreements, and property
disputes; the competition faced by SpinCo; and the potential failure of SpinCo to generate adequate funding for any such
acquisitions. See in this Appendix F, “Available Funds and Principal Purposes”.
As SpinCo’s portfolio of properties grows, SpinCo anticipates that there will be a greater emphasis on the exploration of
such properties, with the long-term goal of developing the properties and achieving commercial production. SpinCo may
enter into partnerships or joint ventures in order to fully exploit the exploration and production potential of its assets.
Environmental Regulation
All aspects of SpinCo’s field operations will be subject to environmental regulations and generally will require approval
by appropriate regulatory authorities prior to commencement. Any failure to comply with applicable environmental
regulations could result in fines and penalties. Should any projects advance to the production stage, including the Beaufor
Mine, then more time and capital would be required in satisfying environmental protection requirements. Compliance with
such legislation can require significant expenditures or result in operational restrictions. Breaches of such requirements
may also result in the suspension or revocation of necessary licenses and authorizations, potential civil liability and the
imposition of fines and penalties, all of which might have a significant negative impact on SpinCo. See in this Appendix F,
“Risk Factors — Government Regulations”.
Social and Environmental Policies
SpinCo will operate under principles of good environmental and sociological practices, and it will be an objective of SpinCo
to be a responsible operator and friendly neighbor. SpinCo’s goal will be to work with community stakeholders to make
positive contributions to local economic development.
Employees
As of the date of the Circular, SpinCo does not have any employees. At the Effective Time, SpinCo expects to have 22 full
time employees and seven contractors. All of SpinCo’s employees will be former employees of Monarch. SpinCo also
intends to retain, from time to time, contractors and consultants to perform specialized services.
In August 2020, a new collective agreement was concluded for a four-year period ending on December 31, 2024 and will
be applicable to SpinCo.
SpinCo believes that its success is dependent on the performance of its management and key employees, many of whom
will have specialized knowledge and skills relating to the precious metals and mineral production and exploration business.
SpinCo believes it will have adequate personnel with the specialized skills required to successfully carry out its operations.
See in this Appendix F, “Risk Factors — Key Personnel”.
Competitive Conditions
The mining industry is competitive in all phases of exploration, development and production. SpinCo will compete with
numerous companies and individuals that have resources significantly in excess of the resources of SpinCo, in the search
for (i) attractive mineral properties; (ii) qualified service providers and employees; and (iii) equipment and suppliers. The
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ability of SpinCo to acquire attractive mineral properties in the future depends not only on its success in exploring and
developing its current properties, but also on its ability to select, acquire and bring to production suitable properties or
prospects for exploration, mining and development. As a result of this competition, SpinCo may be unable to acquire
attractive properties in the future on terms it considers acceptable or at all. Factors beyond the control of SpinCo may affect
the marketability of any minerals mined or discovered by SpinCo. See in this Appendix F, “Risk Factors — Competition”.
Market Trends
SpinCo’s financial success will depend upon the extent to which it can discover mineralization and the economic viability
of the development of its properties. Such development may take years to complete, and the resulting income, if any, is
difficult to determine with any certainty. The sales value of any mineralization discovered by SpinCo will be largely
dependent upon factors beyond SpinCo’s control, such as the market value of the commodities produced.
There are significant uncertainties regarding the price of minerals and the availability of equity financing for mineral
exploration and development. SpinCo’s future performance is largely tied to the development of its current mineral property
interests and the overall financial markets. Financial markets are likely to be volatile in Canada well into 2021, reflecting
ongoing concerns about the stability of the global economy.
As a result, SpinCo may have difficulties raising equity financing for mineral exploration and development, particularly
without excessively diluting SpinCo Shareholders. Continued market volatility and slower worldwide economic growth
may limit SpinCo’s ability to develop and/or further explore the Beaufor Mine, the other SpinCo Properties and/or other
property interests acquired in the future.
Apart from these and the risk factors noted under the heading “Risk Factors”, management is not aware of any other trends,
commitments, events or uncertainties that would have a material effect on SpinCo’s business, financial condition or results
of operations.
PRINCIPAL PROPERTIES
If the Arrangement is completed, SpinCo will, directly or indirectly, acquire Monarch’s interests in the SpinCo Properties.
Of these properties, the Beaufor Mine is considered to be material for the purposes of NI 43-101.
The SpinCo Properties are discussed in more detail below.
The Beaufor Mine, Val-d'Or, Québec, Canada
Unless otherwise indicated, the following description of the Beaufor Mine has been summarized from the NI 43-101
compliant technical report entitled “NI 43-101 Technical Report of the mineral resource and mineral reserve estimates of
the Beaufor Mine” (the “Beaufor Technical Report”), prepared for Monarch by Carl Pelletier, P. Geo., Laurent Roy, Eng.,
Catherine Jalbert, P. Geo. and Guillaume Noël, Eng., each of them from InnovExplo (Val-d’Or, Québec), Geneviève Auger,
Eng. from InnovExplo (Longueuil, Québec) and Gail Amyot, Eng. from InnovExplo (Québec, Québec) with an effective
date on September 30, 2017 and issued on December 28, 2017. Each of the authors of the Beaufor Technical Report was a
“qualified person” and “independent” of Monarch within the meaning of NI 43-101 at the effective date of the Beaufor
Technical Report and is qualified in its entirety with reference to the full text of the Beaufor Technical Report. The below
summary is subject to all the assumptions, conditions and qualifications set forth in the Beaufor Technical Report. The
Beaufor Technical Report was prepared in accordance with NI 43-101 and for additional technical details, reference should
be made to the complete text of the Beaufor Technical Report which was filed with the applicable regulatory authorities
and posted on SEDAR at www.sedar.com on December 28, 2017 under Monarch’s profile. Defined terms and abbreviations
used in this section and not otherwise defined in this Circular have the meanings attributed to them in the Beaufor Technical
Report.
Following completion of the Arrangement, the Beaufor Technical Report will be filed electronically with regulators by
SpinCo and will be available for public viewing under SpinCo’s profile on SEDAR at www.sedar.com.
The historical estimates provided within this section were obtained from the Beaufor Technical Report. Readers are
cautioned that SpinCo has not completed the work required to independently analyze and verify the results of previous
operators nor has a “qualified person” (as defined in NI 43-101) done sufficient work to classify the historical estimates as
current mineral resources or mineral reserves. SpinCo believes that these historical estimates may provide an indication of
the potential of the property and are reported because they are deemed relevant to the description of the property. However,
SpinCo is not treating the historical estimate as current mineral resources or mineral reserves. Further drilling would be
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required to upgrade or verify the historical resources as current mineral resources or reserves. There have not been any
mineral resources or mineral reserves calculated on these properties recently.
Property Description, Location and Access
The Beaufor Mine is located approximately 20 km northeast of the city of Val-d’Or in the Vallée-de-l’Or regional county
municipality, which is part of the Abitibi-Témiscamingue administrative region of northwestern Québec, Canada. The
coordinates for Perron shaft No. 5, the approximate centre of the Beaufor Mine, are 48°9’42.13”N, 77°33’16.63”W
(NAD 83), (UTM coordinates: 310040 E and 5337429 N, Zone 18). The Beaufor Mine is situated on NTS map sheet
32C/04, in the townships of Senneville, Pascalis and Louvicourt. It lies at the northern part of a group of seven adjacent
properties known as the “Beaufor Division Properties”.
The main access to the Beaufor Mine is by heading east on provincial highway 117 from Val-d’Or to Chemin Pascalis
(20 km), and then driving north on a gravel road to the village of Perron (8 km), which borders the mine area. The mine
can also be reached by driving north on highway 397 from Val-d’Or to Val-Senneville (18 km), and then heading south on
Chemin Paré to Perron (10 km). Beaufor Division Properties comprises 22 mining claims, three mining leases and one
mining concession, for an aggregate area of 686.8 ha. All mining titles are in good standing according to the GESTIM
database.
Figure: Claim Map of the Beaufor Mine
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Geology
The Beaufor Mine is located in the southeastern Abitibi Subprovince of Archean age in the southern Superior Province of
the Canadian Shield. The Abitibi Greenstone Belt has been historically subdivided into northern and southern volcanic
zones defined by stratigraphic and structural criteria (Dimroth et al., 1982; Ludden et al., 1986; Chown et al., 1992), mainly
based on an allochthonous greenstone belt development model (i.e., interpreting the belt as a collage of unrelated
fragments).
The Beaufor Mine is located in the Val-d’Or mining camp. The Val-d’Or mining camp is situated in the eastern segment
of the southern part of the Abitibi Subprovince at its boundary with the Pontiac Subprovince, which is marked by the
Cadillac Tectonic Zone. The region can be divided into four stratigraphic groups based on regional tectonics and volcanosedimentary stratigraphy (Pilote et al., 1999): the upper Louvicourt Group (subdivided into the Héva and Val-d’Or
formations), the basal Malartic Group (subdivided into the Jacola, Dubuison and La Motte–Vassan formations), the Pontiac
Group and the Piché Group. The Malartic Group comprises ocean floor komatiite and tholeiitic basalt flows and sills, with
minor sedimentary rocks, which are interpreted to have formed in an extensional environment related to mantle plumes.
The Louvicourt Group is composed mainly of mafic to felsic volcanic rocks that formed in a subduction-related deep marine
volcanic arc. The Pontiac Group is dominated by detrital sediments. The Piché Group is dominated by ultramafic flows.
The volcanic and structural architecture is intruded by two vast plutons, the Bourlamaque and La Corne batholiths, as well
as several other smaller satellite bodies.
The Beaufor Mine is located within the Bourlamaque Pluton at the eastern contact with the Dubuisson Formation. The
Bourlamaque Batholith is a major geological feature of the Val-d’Or mining camp. It is described as a quartziferous
granodiorite cut by fine-grained dioritic dykes. The Bourlamaque Batholith is a massive, round syn-volcanic intrusion,
12 km across. The pluton cuts the mafic and ultramafic rocks of the Dubuisson and Jacola formations (Malartic Group), as
well as the intermediate rocks of the Val-d’Or Formation (Louvicourt Group). The pluton hosts several past-producing
mines, among them Belmoral, Wrightbar, Bussières (a.k.a. Old Cournor), Bras d’Or and Lac Herbin.
Mineralization
Gold mineralization occurs in veins associated with shear zones dipping moderately south. Mineralization is associated
with quartz-tourmaline veins resulting from the filling of shear and extension fractures. Gold-bearing veins show a close
association with mafic dykes intruding the granodiorite. The dykes seem to have influenced the structural control of the
gold-bearing veins. Sulphide content within the veins is generally less than 10%, and the principal mineral is pyrite with
some minor chalcopyrite and pyrrhotite. Gold is associated with pyrite in native form, filling the void inside the pyrite
crystals.
Veins strike at 115° azimuth and dips moderately to the south from 30° to 65°. The thickness of the veins varies from 5 cm
to 5 m, but generally, the thickness of the quartz veining system is 30 cm to 120 cm. All the gold-bearing veins are contained
in a strongly-altered granodiorite in the form of chlorite-silica forming anastomosing corridors of 5 m to 30 m in thickness.
The veins at the Beaufor Mine sometimes form panels of more than 300 m long by 350 m high. The major zones like the
C and Q zones could be traced along strike over 700 m and along dip over 400 m.
The multiple vein systems of the Beaufor Mine deposit are cut and split apart by numerous steeply dipping discreet shear
zones, striking 70° azimuth. The Beaufor Fault marks the limits of several major mineralized zones. The Beaufor Fault
strikes roughly at 295° azimuth, with a steep dip of 60° to the north. The Beaufor Fault may have been one of the main
conduits for mineralizing hydrothermal fluids at the Beaufor Mine. Several post-mineralization faults intersect and displace
the quartz veins. Mafic dykes that predate mineralization are associated with shear-hosted gold-bearing veins. Shallowly
dipping extensional gold-bearing veins are commonly observed at the Beaufor Mine. The main gold-bearing quartz veins
are intimately associated with dioritic dykes.
Mineral Resource and Mineral Reserve estimates
Mineral Resource Estimate
The Mineral Resource Estimate presented herein, the 2017 MRE, was prepared by Beaufor Mine geologists and reviewed
by Carl Pelletier, P. Geo. (OGQ 384). The main objective was to review and update the previous mineral resource estimate
using 2017 drilling data and mining depletion as of September 30, 2017. The mineral resources in the 2017 MRE are not
mineral reserves as they do not have demonstrated economic viability. The estimate includes Measured, Indicated and
Inferred resources for an underground volume.
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The Beaufor Division diamond drill hole databases used for the 2017 MRE contain 10,308 DDH including 184,520 assays
as of September 30, 2017.
The Beaufor Mine Mineral Resource Estimate, exclusive of Mineral Reserves, as at September 30, 2017, is presented in
the following table and is compared to the 2016 estimate. The current Measured and Indicated resources total 346,200 t at
an average grade of 7.68 g/t Au for 85,400 oz while Inferred resources are estimated at 46,100 t at an average grade of 8.34
g/t Au for 12,400 oz.
Mineral Resource Estimate for the Beaufor Mine as at September 30, 2017
September 2017
Category

2016

Tonnes

Grade
(g/t Au)

Gold ounces

Measured

74,400

6.71

16,100

Indicated

271,700

7.93

Total M+I

346,200

Inferred

46,100

Category

Tonnes

Grade
(g/t Au)

Gold ounces

Measured

53,000

6.27

10,700

69,300

Indicated

300,000

7.57

73,000

7.67

85,400

Total M+I

353,000

7.37

83,700

8.34

12,400

Inferred

36,000

6.44

7,500

Notes:
x
x
x
x
x
x
x
x
x
x
x

x
x
x
x
x

The independent and qualified person (“QP”) for the Mineral Resource Estimate as required by NI 43-101 is Carl Pelletier, P.Geo. (OGQ 384),
employee of InnovExplo. The effective date of the estimate is September 30, 2017.
Mineral resources which are not mineral reserves do not have demonstrated economic viability.
Mineral reserve has been subtracted from mineral resources.
Results are presented in-situ and undiluted. The reported mineral resource is considered by the QP to have reasonable prospects for underground
economic extraction.
The estimate includes 63 mineralized zones in the Beaufor Mine.
Mineral Resources are estimated at variable cut-off grades ranging from 3.95 g/t Au (long-hole) to 4.66 g/t Au (room-and-pillar). Cut-off grades
must be re-evaluated in light of prevailing market conditions (gold price, exchange rate and mining cost).
A specific gravity value of 2.75 t/m3 was used.
A minimum true vein width of 2.40 m was used.
Capping of high-grade values was done at 68.5 g/t Au for zones 8, B, M, M1 and Q, while all other zones were capped at 34.25 g/t Au and drill
hole intersections were capped at 16.5 g/t over 2.40 m. Capping was done on raw assays.
The estimation method was polygonal on cross section.
Polygons for measured resources extend 8 m above and below development and up to 10 m laterally. Polygons for indicated resources do not
extend more than 20 m from drill hole intercepts, along dip and along strike. Polygons for inferred resources do not extend more than 40 m from
drill hole intercepts, along dip and along strike; they are generated where the drill spacing generally ranges from 20 m to 40 m and/or in areas of
isolated drill holes where mineralization is interpreted to be the extension of known mineralized zones.
Ounce (troy) = metric tons x grade / 31.1035. Calculations used metric units (metres, tonnes, g/t)
Mineral Resources are estimated using a long-term gold price of CAD 1,638.40 per ounce (metal price of USD 1,280 per ounce and an exchange
rate of 1.28 CAD/1 USD).
Tonnage and ounce estimates were rounded to the nearest hundred. Any discrepancies in the totals are due to rounding effects; rounding followed
the recommendations in Form 43-101F.
CIM definitions and guidelines were followed in estimating mineral resources.
InnovExplo is not aware of any known environmental, permitting, legal, title-related, taxation, socio-political, marketing or other relevant issue
that could materially affect the mineral resource estimate.

Mineral Reserve Estimate
The mineral reserve estimate for the Beaufor Mine was prepared by Laurent Roy, Eng. (OIQ No. 109779), of InnovExplo,
and is effective as of September 30, 2017. The statement of mineral reserves herein (table below), is consistent with CIM
Definition Standards on Mineral Resources and Mineral Reserves and is suitable for public reporting. The mineral reserves
are based on the Measured and Indicated resources of the 2017 MRE, and do not include any Inferred resources. Measured
and Indicated resources are exclusive of Proven and Probable reserves.
The 2017 MRE provided the basis for developing the feasibility-level LOM plan and mineral reserve estimate. As of the
date of this report, the QP had not identified any legal, political or environmental risks that would materially affect the
potential development of the 2017 Mineral Reserves.
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Statement of Mineral Reserves
Category

Tonnes (t)

Grade (g/t Au)

Gold ounces

Proven

28 100

5.95

5 400

Probable

111 500

7.05

25 200

Total Proven + Probable

139 500

6.83

30 600

Notes:
x
x
x
x
x
x
x
x
x
x
x
x
x

The independent and qualified person for the mineral reserve estimate, as defined by NI 43-101 is Laurent Roy, Eng. (OIQ No. 109779), of
InnovExplo. The effective date of the estimate is September 30, 2017.
The economic viability of the mineral reserve is proven.
Results are presented including dilution. Dilution varies from 10% to 15% for the long-hole stopes based on the position of the dyke, and is 0% for
the room-and-pillar stopes as the stope width is less than 2.40m.
Results are presented including mining recovery rates. Mining recovery varies from 85% to 90% for long-hole stopes based on the position of the
dyke and is 90% for room-and-pillar stopes.
The metallurgical gold recovery at the Mill is 98%.
The mineral reserve was compiled using cut-off grades of 3.95 g/t Au (long-hole) to 4.66 g/t Au (room-and-pillar). Cut-off grades must be reevaluated in light of prevailing market conditions (gold price, exchange rate and mining cost).
A constant specific gravity value of 2.75 t/m3 was used.
A minimum true thickness of 2.40 m was applied.
Ounce (troy) = metric tons x grade / 31.1035. Calculations used metric units (metres, tonnes, and g/t).
The mineral reserve was estimated using a long-term gold price of CAD 1,638.40 per ounce (metal price of USD 1,280 per ounce and a USD:
CAD exchange rate of 1.28).
Tonnage and ounces estimates were rounded to the nearest hundred. Any discrepancies in the totals are due to rounding effects; rounding followed
the recommendations in Form 43-101F1.
The mineral reserve estimate is compliant with CIM standards and guidelines.
InnovExplo is not aware of any known environmental, permitting, legal, title-related, taxation, socio-political, marketing, or other relevant issue
that could materially affect the mineral reserve estimate.

Exploration strategy
The exploration strategy at the Beaufor Mine will aim to grow the high-grade gold resource over a longer-term horizon.
The many factors leading SpinCo to continue exploring the Beaufor Mine, which has produced more than 1.1 million
ounces during its years in production, include the multiple high-grade results obtained since the end of 2017 and the fact
that the mine still has excellent exploration potential along strike and at depth.
The Croinor Property, Val-d'Or, Québec, Canada
The Croinor Property consists of one contiguous block of 334 claims staked by electronic map designation (“mapdesignated cells”), three claims acquired in May 2020 and one mining lease covering an aggregate area of 15,187.85 ha.
The claims and mining lease are registered 100% in the name of X-Ore Resources Inc. (“X-Ore”). On the Effective Date,
SpinCo will own 100% of X-Ore’s shares. All mining titles are in good standing according to the GESTIM database.
The McKenzie Property, Val-d’Or, Québec, Canada
On December 21, 2017, Monarch entered into an agreement with Agnico Eagle Mines Limited’s (“Agnico”) to acquire the
McKenzie Property (nine mineral claims covering a total area of 336.3 hectares) which hosts gold deposits near the Beacon
Mill. Monarch acquired the McKenzie Property and the Swanson Property by paying Agnico a total of $4.6 million,
including $1.6 million payable in cash and $3 million payable in Monarch Shares over a four-year period following the
signature of the agreement. Also, Monarch granted to Agnico a 1.5% net smelter returns royalty on the McKenzie Property.
Concurrent with this transaction, Monarch bought back a 1.5% net smelter returns royalty.
royalty on the McKenzie Property in exchange for US$50,000 in cash and 600,000 Monarch Shares.
As of February 25, 2020, Monarch acquired 91 mineral claims surrounding the McKenzie Property from a group of private
companies (the “Vendors”) and prospectors. As consideration, Monarch issued a total of 3.3 million Monarch Shares to
the Vendors, of which 1.3 million Monarch Shares were delivered at closing, 1.0 million Monarch Shares to be delivered
in eighteen (18) months and 1.0 million Monarch Shares to be delivered in thirty-six (36) months after the closing. Monarch
had also undertaken to pay a 2% net smelter return royalty to the Vendors in the event of commercial production from the
acquired mineral claims. In July 2020, Monarch bought back said 2% net smelter return royalty from the Vendors. In
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addition, Monarch acquired 33 mineral claims by staking. In terms of net smelter returns royalties on the McKenzie
Property, there remains only the 1.5% net smelter returns royalty on the nine mining claims acquired from Agnico.
In all, the current McKenzie Property consists of 133 mineral claims covering a total area of 5,130.44 ha (51.3 km2). The
newly defined property boundaries cover an area approximately 14 times the size of the original property and encompass
virtually all of the favorable intrusion containing the gold mineralization.
The Swanson Property, Val-d'Or, Québec, Canada
On December 21, 2017, Monarch entered into an agreement with Agnico to acquire the Swanson Property which hosts gold
deposits near the Beacon Mill. Monarch acquired the McKenzie Property and the Swanson Property by paying Agnico a
total of $4.6 million, including $1.6 million payable in cash and $3 million payable in Monarch Shares over a four-year
period following the signature of the agreement. Also, Monarch granted to Agnico a 1.5% net smelter returns royalty on
the Swanson Property. Concurrent with this transaction, Monarch bought back a 1.5% net smelter return royalty on the
Swanson Property in exchange for US$50,000 in cash and 600,000 Monarch Shares.
The property currently consists of one mining lease and 127 mineral claims covering a total area of 5,126 hectares and
encompass virtually all of the favorable intrusion containing the gold mineralization.
The Orbite Property, Chapais, Nord-du-Québec, Canada
The Orbite Property was purchased on September 21, 2020 from the bankruptcy of Orbite Technologies Inc. It consists of
three blocks of claims with a total of 11 mining claims covering a total area of 471.14 ha (4.71 km2) and is 100% owned
by Monarch. The property is located in the northeastern portion of the Abitibi Greenstone belt of the Superior province
within NTS sheet 32G11. It is situated approximately 40 km southwest of the town of Chapais in the Chibougamau mining
district and is easily accessible year-round from Chapais via Route 113 and secondary gravel roads.
The property is underlain primarily by the Obatogamau Formation, consisting of mafic volcanic rocks interstratified with
local felsic units and the sediments of the Caopatina Formation. The northern limit of the property borders the Rachel
Pluton, composed mainly of tonalite material. These units are cut by various intrusives, most notably kilometric-scale felsic
stocks, as well as felsic to mafic dykes and sills. Regional mapping indicates these rocks occur near the axis of or transected
by the Druillettes syncline and within the Guercheville Deformation Corridor. The Chapais-Chibougamau mining camp of
the Abitibi is known to host orogenic gold and “VMS-style” base metal mineralization and has been aggressively explored
in recent years. The Orbite Property is located along the Guercheville Deformation Corridor, approximately half way
between the Lac Shortt Mine (historical production of 2.7Mt at a grade of 4.6 g/t Au (Source: QERPUB-M.E.R. Publication
DV 2010-01 Rapports sur les activités minières du Québec - 2009)) and the Joe Mann Mine (historical production of 4.3Mt
at a grade of 7.56 g/t Au (Source: QERPUB-M.E.R. Publication DV 2001-01 Rapports sur les activités d’exploration
minière au Québec – 2000)). Other notable mines in the area include the Lac Bachelor mine and the Coniagas mine.
Other Aspects of the Business
Beacon Mill
The Beacon Mill has a 750 tonnes per day capacity and is located on a property that consists of a mining lease and 11
mineral claims covering an area of 1.8km2. The property also has tailings management ponds, underground installations, a
500-metre deep shaft and a mechanical shop. The Beacon Mill is located in Val-d'Or, Québec on highway 117 and at
proximity to the railroad at less than 500 m.
The Beacon Mill is fully permitted, including a certificate of authorization by the MDELCC for the processing of 1,800,000
tonnes of tailings, equivalent to approximately nine years of mineral processing at full capacity. In connection with the
anticipated re-start of the Beacon Mill, Monarch has started the process to update the permits of the mill’s tailing ponds.
Currently, SpinCo intends to continue the evaluation work associated with the possibility of restarting the Beacon Mill.
AVAILABLE FUNDS AND PRINCIPAL PURPOSES
Available Funds
Pursuant to the terms of the Arrangement Agreement and assuming completion of the Arrangement and the transfer of the
SpinCo Assets, on the Effective Date it is anticipated that SpinCo will have available cash of $14 million. It is expected
that these available funds will be used to carry out the business objectives of SpinCo set out under the heading “Description
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of the Business — Business Objectives and Operations”. See also in Schedules III to this Appendix F, “SpinCo’s
Management’s Discussion and Analysis”, and see in the Circular, “The Arrangement — Principal Steps of the
Arrangement”.
Principal Purposes
The following table summarizes cash flow anticipated by SpinCo based on current plans required to achieve its business
objectives during the 18-month period following completion of the Arrangement. In addition to the amounts set out below,
SpinCo may make additional acquisitions of mineral properties or interests as more fully described above, under the heading
“Description of the Business — Business Objectives and Operations” of this Appendix F.
Principal purpose

Amount

Cash transferred to SpinCo at closing

$14M

Exploration and development cash outflow ............................................................................................
Mining revenues cash inflow ..................................................................................................................
Mining operations cash outflow .............................................................................................................
General and administrative cash outflow ................................................................................................

($9M)
$21M (1)
($15M) (1)
($4M) (2)

Total:

$7M

Notes:
(1)

(2)

These amounts represent revenues, operating expenses and development expenses for the restart of the Beaufor Mine. These amounts are
estimates based on information available at the time they are made, on assumptions and expectations by management, acting in good faith,
concerning future events and concerning, by their nature, known and unknown risks factors mentioned herein. See in this Appendix F, “Risk
Factors”. These use of funds include, but are not limited to, SpinCo’s plans to restart operations at the Beaufor Mine. The restart of the
Beaufor Mine is dependent on drilling results, mining plans, gold prices and other aspects. The actual use of funds by SpinCo could differ
materially from those expressed or implied in this table.
Estimated general and administrative expenses, professional fees and other corporate costs for the 18 months following the completion of
the Arrangement.

Based on the initial working capital available and the expenditures assumed (as listed above), SpinCo expects to have
funding for at least 18 months following the completion of the Arrangement. See in this Appendix F, “Risk Factors —
Additional Capital”. While SpinCo currently intends to spend the funds available to it as stated in the table above,
there may be circumstances where, for sound business reasons, SpinCo may reallocate the use of funds in order for
SpinCo to meet its business objectives. The above-noted allocation represents SpinCo’s intention with respect to its use
of available funds based on current knowledge and planning. If, due to unexpected additional capital requirements,
SpinCo does not have sufficient funds to satisfy its capital obligations, it may be required to seek additional sources
of capital. See in this Appendix F, “Risk Factors — Additional Capital” and “Risk Factors — Lack of Funding to
Satisfy Contractual Obligations”.
Following the completion of the Arrangement, under the Arrangement Agreement, SpinCo has agreed to indemnify
Yamana, Monarch and their subsidiaries, affiliates, directors, officers, partners, employees, advisors, shareholders and
agents (each an “Indemnified Party”) from all losses suffered or incurred by an Indemnified Party as a result of or arising
directly or indirectly out of or in connection with certain liabilities and taxes related to the distribution of SpinCo Shares to
Monarch Shareholders pursuant to the Arrangement and the SpinCo Properties and the SpinCo Assets. See in this Appendix
F, “Risk Factors — Indemnified Liability Risk”.
Business Objectives
Following completion of the Arrangement, SpinCo will have the following objectives: evaluating the economic potential
of re-starting the Beaufor Mine operations within the next 12 to 18 months, pursuing the growth of the SpinCo Properties,
as well as acquiring and exploring other properties, located mainly throughout Québec, Canada, that it considers to have
potential for precious and base metals discoveries. SpinCo’s strategy will be to create shareholder value through the
acquisition, exploration, advancement and development of mineral properties.
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SELECTED FINANCIAL INFORMATION
Financial Statements
Included as Schedule II to this Appendix F are SpinCo’s Combined Carve Out Financial Statements which comprise (i) the
combined carve-out financial statements for the audited financial years ended June 30, 2018, 2019 and 2020, and (ii) the
audited opening balance sheet as at July 1, 2017 and (iii) the unaudited interim financial statements for the three month
periods ended September 30, 2020 and 2019, comprised of combined carve-out statements of financial position, combined
carve-out of net earnings (loss) and comprehensive income, combined carve-out statement of change in owner’s invested
equity and combined carve-out statements of cash flow, and notes to such statements.
Included as Schedule III to this Appendix F are SpinCo’s Unaudited Pro Forma Consolidated Financial Statements, after
giving effect to the Arrangement and the acquisition by SpinCo of the SpinCo Assets as at September 30, 2020, and for the
12 month period ended June 30, 2020 and the three month period ended September 30, 2020, which comprise a pro forma
consolidated statement of financial position, pro forma consolidated statements of earnings (loss) and comprehensive
income (loss) and notes to such statements.
Selected Unaudited Pro Forma Financial Information
The following tables set out selected unaudited pro forma consolidated financial information for SpinCo as at September
30, 2020, assuming the completion of the Arrangement on September 30, 2020 for the pro forma consolidated statement of
financial position, and for the 12 month period ended June 30, 2020 and the three month period ended September 30, 2020,
assuming completion of the Arrangement on July 1, 2019 for the pro forma consolidated statements of earnings (loss), all
of which is qualified by the more detailed information contained in the SpinCo’s Unaudited Pro Forma Consolidated
Financial Statements included as Schedule III to this Appendix F.
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SpinCo
Selected Pro Forma Consolidated Financial Statement Information
Pro Forma Consolidated Statement of Financial Position
as at September 30, 2020
(unaudited – CAD$)
Assets
Current Assets
Cash .........................................................................................................................................................
Receivables and other .............................................................................................................................
Balance of sale .........................................................................................................................................
Inventory..................................................................................................................................................
Prepaid expenses and deposits .................................................................................................................

$14,000,000
2,122,006
2,000,000
1,192,204
323,435

Total Current Assets .........................................................................................................................

19,637,645

Non-Current Assets
In trust deposits ...........................................................................................................................................

1,281,929

Property, plant and equipment .....................................................................................................................

13,282,108

Mining properties ........................................................................................................................................
Exploration and evaluation assets ...............................................................................................................

8,903,262
14,319,089

Total Non-current Assets ..................................................................................................................

37,786,388

Total Assets ................................................................................................................................................

$57,424,033

Liabilities and Shareholders’ Equity
Total current liabilities .............................................................................................................................
Total non-current liabilities .....................................................................................................................
Total shareholders’ equity ......................................................................................................................

$2,697,893
10,670,523
44,055,617

Total Liabilities and Shareholders’ Equity ............................................................................................

$57,424,033
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SpinCo
Selected Pro forma Consolidated Financial Statement Information
Pro forma Consolidated Statement of Net Loss for the three months ended
September 30, 2020
(unaudited – CAD$)
Expenses
Administration .........................................................................................................................................

$466,477

Care and maintenance ..............................................................................................................................

324,933

Exploration ..............................................................................................................................................

1,091,599

Finance income ........................................................................................................................................
Finance expense .......................................................................................................................................
Gain on foreign exchange ........................................................................................................................
Gain on disposal ......................................................................................................................................

68,050

Current income and mining tax recovery.................................................................................................
Net loss and comprehensive loss ...............................................................................................................
Net loss per share – basic and diluted ......................................................................................................
Weighted average number of common shares outstanding ...................................................................

(137,099)
176,027
11,890
(467,497)
($1,296,644)
($0.02)
66,335,483

SpinCo
Selected Pro forma Consolidated Financial Statement Information
Pro Forma Consolidated Statement of Net Earnings for the year ended
June 30, 2020
(unaudited – CAD$)
Revenues .....................................................................................................................................................

$6,655,313

Cost of sales ................................................................................................................................................

3,675,682

Gross margin..............................................................................................................................................

2,979,631

Administration .............................................................................................................................................

1,820,841

Care and maintenance..................................................................................................................................

2,332,816

Exploration ..................................................................................................................................................
Finance income ........................................................................................................................................
Finance expense .......................................................................................................................................
Gain on foreign exchange ........................................................................................................................
Gain on disposal ......................................................................................................................................

99,042

Current income and mining tax expense ..................................................................................................
Net earnings and comprehensive income ................................................................................................
Net earnings per share – basic and diluted .............................................................................................
Basic weighted average number of common shares outstanding ..........................................................
Diluted weighted average number of common shares outstanding .......................................................
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6,451
(338,663)
(137,023)
3,647,356
573,792
$1,331,261
$0.02
66,335,483
68,078,813

MANAGEMENT’S DISCUSSION AND ANALYSIS
Included as Schedule III to this Appendix F is SpinCo’s Management Discussion and Analysis for the three-month period
ended September 30, 2020 and years ended June 30, 2018, 2019 and 2020. It includes financial information from, and
should be read in conjunction with, the SpinCo’s Combined Carve-Out Financial Statements and the notes thereto, which
are attached as Schedule I to this Appendix F, as well as the disclosure contained throughout this Appendix F and the
Circular.
DESCRIPTION OF SPINCO SECURITIES
SpinCo Shares
The authorized capital of SpinCo consists of an unlimited number of SpinCo Shares. The holders of the SpinCo Shares are
entitled to dividends, if, as and when declared by the SpinCo Board, to one vote per share at meetings of the shareholders
of SpinCo and, upon liquidation, to receive such assets of SpinCo as are distributable to the holders of SpinCo Shares. The
SpinCo Shares do not carry any pre-emptive, subscription, redemption, retraction, surrender or conversion or exchange
rights, nor do they contain any sinking or purchase fund provisions.
Replacement SpinCo Warrants
Each Replacement SpinCo Warrant will entitle its holder to purchase from SpinCo 0.20 of a SpinCo Share and each
Replacement SpinCo Warrant will provide for an exercise price per SpinCo Share determined by the following formula
(rounded up to the nearest whole cent):
(original exercise price per Monarch Share x (Fair Market Value of a SpinCo Share x 0.20)) / (Fair Market Value of a
Monarch Class A Share + (Fair Market Value of a SpinCo Share x 0.20)).
For more information on the Replacement SpinCo Warrants, see also in the Circular “The Arrangement – Treatment of
Monarch Warrants – Monarch Certificated Warrants”.
Monarch Indenture Warrants
In accordance with the terms of the Monarch Warrant Indenture, each holder of Monarch Indenture Warrants will be entitled
to receive (and such holder shall accept) upon the exercise of such holder’s Monarch Indenture Warrants, in lieu of Monarch
Shares to which such holder was theretofore entitled upon such exercise, and for the same aggregate consideration payable
therefor, the number of Yamana Shares, the value of the Cash Consideration and the number of SpinCo Consideration
Shares which the holder would have been entitled to receive as a result of the transactions contemplated by the Arrangement
if, immediately prior to the Effective Date, such holder had been the registered holder of the number of Monarch Shares to
which such holder would have been entitled if such holder had exercised its Monarch Indenture Warrants immediately prior
to the Effective Time. Upon any valid exercise of a Monarch Indenture Warrant after the Effective Time, Yamana will issue
the requisite number of Yamana Shares and SpinCo shall issue the requisite number of SpinCo Consideration Shares,
necessary to settle such exercise, provided that Yamana or SpinCo, as applicable, has received the portion of the Monarch
Indenture Warrant exercise price such that the Monarch Indenture Warrant exercise price is divided between Yamana and
SpinCo as follows:
(a) Yamana will receive a portion of the exercise price equal to the original exercise price of the Monarch Indenture
Warrant less the Cash Consideration amount that would have been payable in exchange for that number of
Yamana Shares that were previously issuable upon exercise and less the exercise price payable to SpinCo as
determined in accordance with (b) below; and
(b) SpinCo shall receive a portion of the exercise price determined in accordance with the following formula:
(original exercise price x (Fair Market Value of a SpinCo Share x 0.20)) / (Fair Market Value of a Monarch Share + (Fair
Market Value of a SpinCo Share x 0.20)).
For more information on the Replacement SpinCo Warrants, see also in the Circular “The Arrangement – Treatment of
Monarch Warrants – Monarch Indenture Warrants”.
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MARKET FOR SECURITIES
Listing of SpinCo Shares
SpinCo has applied to have the SpinCo Shares listed on TSX. Listing is subject to the approval of the TSX in accordance with
its original listing requirements. The TSX has not conditionally approved SpinCo's listing application and there can be no
assurances as to if, or when, the SpinCo Shares will be listed or traded on the TSX, or on any other stock exchange. It is a
condition to the completion of the Arrangement, that the SpinCo Shares will have been conditionally approved for listing
on the TSX, or such other recognized stock exchange on or before the Effective Date.
As at the date of the Circular, there is no market through which the SpinCo Shares to be distributed pursuant to the
Arrangement may be sold, and Monarch Shareholders may not be able to resell the SpinCo Shares distributed to them
pursuant to the Arrangement. This may affect the pricing of the SpinCo Shares in the secondary market, the
transparency and availability of trading prices, the liquidity of the SpinCo Shares, and the extent of the regulations to
which SpinCo is subject. See in this Appendix F, “Risk Factors —No Assurance of Listing of SpinCo Shares”.
As at the date of the Circular, SpinCo does not have any of its securities listed or quoted, has not applied to list or to quote any
of its securities, and does not intend to apply to list or quote any of its securities on a U.S. marketplace, or a marketplace
outside Canada and the United States of America. Prior to the Effective Time, SpinCo intends to apply to have the SpinCo
Shares trade on the OTC Market Group Inc.following completion of the Arrangement.
DIVIDEND POLICY
SpinCo has not paid dividends since its incorporation. While there are no restrictions precluding SpinCo from paying
dividends, it has no source of cash flow and anticipates using all available cash resources towards its stated business
objectives. At present, SpinCo’s policy is to retain earnings, if any, to finance its business operations. The SpinCo Board will
determine if and when dividends should be declared and paid in the future based on SpinCo’s financial position at the relevant
time.
PRO FORMA CONSOLIDATED CAPITALIZATION
The following table sets out the share capital of SpinCo before and after giving effect to the Arrangement, as if it had
occurred on September 30, 2020. The following table should be read in conjunction with SpinCo’s Unaudited Pro Forma
Consolidated Financial Statements attached as Schedule II to this Appendix F, as well as with the other disclosure contained
in this Appendix F and in the Circular. See also in this Appendix F, “Description of Share Capital of SpinCo” and “Prior
Sales”.
Capital

Authorized

Amount outstanding as of the
date of the Circular(1)

Amount outstanding assuming
completion of the Arrangement(2)

SpinCo Shares

Unlimited

$1.00
1 Initial SpinCo Share

$44,055,617
66,335,483 SpinCo Shares(3)

Replacement SpinCo
Warrants

Not Applicable

Nil

$nil
17,524,730 Replacement SpinCo
Warrants(3)

Monarch Indenture
Warrants

Not Applicable

Nil

$nil
10,217,000 Monarch Indenture Warrants(4)

Notes:
(1)
(2)
(3)

(4)

See in this Appendix F, “Prior Sales”.
These figures are derived from SpinCo’s Unaudited Pro Forma Consolidated Financial Statements attached to this Appendix F as Schedule
II, which are presented on the basis that the Arrangement was completed as at September 30, 2020. See also in the Circular, “The
Arrangement — Principal Steps of the Arrangement” and “The Arrangement — Procedure for Exchange of SpinCo Shares”.
Based on there being 17,524,730 Monarch Certificated Warrants outstanding to acquire 17,524,730 Monarch Shares, and assuming that no
such Monarch Certificated Warrants will be exercised prior to the Effective Time, 17,524,730 Replacement SpinCo Warrants (ignoring
rounding) to acquire 3,504,946 SpinCo Shares are expected to be issued as part of the Arrangement. See also in the Circulare, “The
Arrangement – Treatment of Monarch Warrants – Monarch Certificated Warrants”.
Based on there being 10,217,000 Monarch Indenture Warrants outstanding to acquire 10,217,000 Monarch Shares, and assuming that no
such Monarch Indenture Warrants will be exercised prior to the Effective Time, such 10,217,000 Monarch Indenture Warrants will, after
the Effective Time, entitle the holders thereof upon exercise to (i) the number of Yamana Shares; (ii) the value of the Cash Consideration;
(iii) and the number of SpinCo Consideration Shares which the holders would have been entitled to receive as a result of the transactions
contemplated by the Arrangement if, immediately prior to the Effective Date, such holder had been the registered holder of the number of
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Monarch Shares to which such holder would have been entitled if such holder had exercised its Monarch Indenture Warrants immediately
prior to the Effective Time. Based on the foregoing assumptions, the 10,217,000 Monarch Indenture Warrants will, after the Effective Time
and upon exercise, entitle the holders thereof to acquire, in addition to the Cash Consideration and the 384,160 Yamana Shares, an aggregate
of 2,043,400 SpinCo Shares. See also in the Circular “The Arrangement – Treatment of Monarch Warrants – Monarch Certificated
Warrants”.

PRIOR SALES
The following table contains the details of the prior sales of securities by SpinCo from incorporation to the date of the
Circular:
Date

Initial SpinCo Shares

Issue price

1

$1.00

November 11, 2020(1)
Note:
(1)

SpinCo was incorporated on November 11, 2020. The Initial SpinCo Share was issued to Monarch at a price of $1.00 to facilitate the
initial organization of SpinCo. See also “Consolidated Capitalization”.

PRINCIPAL SHAREHOLDERS OF SPINCO
As of the date of the Circular, Monarch holds the Initial SpinCo Share representing 100% of the issued and outstanding
SpinCo Shares. Upon completion of the Arrangement and pursuant to its terms, it is expected that 100% of the SpinCo
Shares will be owned by the Monarch Shareholders (other than Dissenting Monarch Shareholders). Alamos will hold
approximately 13.52% of the then issued SpinCo Shares (subject to adjustments as a result of the exercise of Dissent Rights
and the elimination of fractional SpinCo Shares pursuant to the Plan of Arrangement). For further details with respect to the
distribution of the SpinCo Shares on completion of the Arrangement, see in the Circular, “The Arrangement”, and in
particular: “Principal Steps of the Arrangement”, “Procedure for Exchange of Monarch Shares”, “Treatment of Monarch
Options”, “No Fractional Shares to be Issued”, “Cancellation of Rights After Six Years” and “Risks Associated with the
Arrangement”.
Assuming completion of the Arrangement, to the knowledge of SpinCo’s directors and officers, no person will beneficially
own, directly or indirectly, or exercise control or direction over more than 10% of the then outstanding SpinCo Shares other
than:
Name
Alamos
Notes:
(1)
(2)
(3)

Number of SpinCo Shares Assuming
Completion of the Arrangement(1)

Percentage of SpinCo Shares Assuming
Completion of the Arrangement(1)

8,969,641(2)

13.52%(3)

Information as to holdings of Monarch Shares and for the purposes of these calculations has been taken from the central securities registers
of Monarch or from insider reports or other disclosure documents electronically filed with regulators and publicly available through the
Internet at the website for the Canadian System for Electronic Disclosure by Insiders (SEDI) at www.sedi.ca or SEDAR at www.sedar.com.
The number of SpinCo Shares that will be owned by Alamos or one of its affiliates following the completion of the Arrangement is subject
to adjustment if any Monarch Shareholders exercise their Dissent Rights and in connection with the elimination of fractional SpinCo Shares
pursuant to the Plan of Arrangement.
Assumes 66,335,483 SpinCo Shares issued and outstanding after the completion of the Arrangement.

ESCROWED SECURITIES
As of the date of the Circular, no SpinCo Shares are held in escrow or are anticipated to be held in escrow following the
Effective Date pursuant to the Arrangement Agreement and the Plan of Arrangement.
DIRECTORS AND OFFICERS OF SPINCO
As of the date of the Circular, the proposed directors of SpinCo are Jean-Marc-Lacoste, Michel Bouchard, Guylaine Daigle,
Laurie Gaborit and Christian Pichette. At the Effective Time, the proposed directors of SpinCo are intended to be the
directors of SpinCo. Each of the directors of SpinCo will hold office until the next annual general meeting of SpinCo
Shareholders unless the director’s office is earlier vacated in accordance with the Articles of SpinCo or the director becomes
disqualified to serve as a director.
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The following table sets forth the name, province or state and country of residence, actual and anticipated position with
SpinCo, principal occupation during the previous five years and the pro forma number of voting securities beneficially
owned, directly or indirectly, or over which control or direction is exercised, for the proposed directors and executive
officers SpinCo after giving effect to the Arrangement.
Name and
Municipality of
Residence

Principal Occupation during
the last five years(1)

Actual and
Proposed
Position with
SpinCo

Number of SpinCo Shares
Beneficially Owned, Directly or
Indirectly, or Over which
Control or Direction is
Exercised(2)

Jean-Marc Lacoste
Québec, Canada

President and chief executive officer of Monarch
(from 2012 to present) and president of Lacoste
International Inc. (from 2010 to present)

President, CEO
and Director

1,262,000

Michel Bouchard(3)
Québec, Canada

Director of Monarch (from 2012 to present),
director of Cartier Resources Inc. (from 2013 to
present), director of Sirios Resources Inc. (from
September 2016 to present), and director of First
Mining Gold Corp. (from 2016 to 2020)

Chairman of the
Board

455,412

Guylaine Daigle(3)(4)
Québec, Canada

Director of Monarch (from 2020 to present), and
vice president, finance of G4 R&D Inc. (from
2006 to present)

Director

50,000

Laurie Gaborit(4)
Ontario, Canada

Director of Monarch (from 2019 to present),
director of Gold Terra Resource Corp. from (2019
to present) and vice president, investor relations
of Dore Copper (2020 to present) and Detour
Gold Corporation (from 2017 to 2019)

Director

124,880

Christian Pichette(3) (4)
Québec, Canada

Director of Monarch (from 2014 to present), and
member of the Investment Committee - Mining
Sector of the Fonds de solidarité des travailleurs
du Québec (F.T.Q.). (2015 to present)

Director

345,000

__________
Notes:
(1)
(2)

(3)
(4)

All companies noted are still carrying on business as of the date of the Circular unless otherwise noted.
Assuming that no Monarch Warrants will be exercised prior to the Effective Time and assuming 66,335,483 SpinCo Shares issued and
outstanding after the completion of the Arrangement and the exercise or surrender pursuant to the Plan of Arrangement of: (a) such number
of Monarch Options that the individuals in the table above have indicated they currently intend to exercise or surrender; and (b) all of the
Monarch In-The-Money Options held by other Monarch Optionholders. The information as to SpinCo Shares to be beneficially owned,
directly or indirectly, or over which control or direction is exercised, is based upon information furnished to SpinCo by its proposed directors
and officers as of the date hereof.
Proposed member of the SpinCo Audit Committee (as defined herein).
Proposed member of the SpinCo Compensation Committee.

Management of SpinCo
The following is a brief description of the background and experience of each proposed member of the SpinCo management
team and SpinCo Board. Unless otherwise specified, the organizations named in the descriptions below are still carrying
on business.
Jean-Marc Lacoste – Proposed President and Chief Executive Officer (age: 52)
Mr. Jean-Marc Lacoste earned his Bachelor’s degree in Economics from McGill University in Montréal. In 1993,
Mr. Lacoste started a career in finance at the Montréal Stock Exchange where he worked for National Bank Financial and,
subsequently, Merrill Lynch Canada Inc. In 2000 he left Montréal for Toronto to join Northland Power Inc., a wind power
energy corporation, as Vice President of Acquisitions. He returned to Montréal in 2002 where he joined the boards of a few
public and private corporations. From October 2004 to December 2010, he played a major role in Golden Goose Resources
Inc., a corporation principally engaged in mineral exploration and acquisition, where he became President, Chief Executive
Officer and Chairman of the board of directors. Since December 2010, he is the President of Lacoste International Inc., a
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holding corporation specialized in the management of corporations. Mr. Jean-Marc Lacoste has been the President and
Chief Executive Officer of Monarch since 2012.
Michel Bouchard – Proposed Chairman of the Board (age: 66)
Mr. Michel Bouchard, has been involved in the exploration, development and production aspects of the mining sector for
over 30 years, bringing a wealth of knowledge and experience. He has been a Director and Senior Officer of several public
corporations in the mining sector. Mr. Bouchard was President and Chief Executive Officer of Clifton Star Resources Inc.,
a corporation specialized in the mining sector, from November 2011 to April 2016, Vice President, Exploration and
Development for North American Palladium Ltd., a corporation specialized in the mining sector, from May 2009 to
November 2011, and President and Chief Executive Officer of Cadiscor Resources Inc., a mining corporation, from
May 2006 to May 2009. Mr. Bouchard is also a Director of Cartier Resources Inc. since May 2013, a Director of Sirios
Resources Inc. since September 2016, and was director of First Mining Gold Corp. (previously known as First Mining
Finance Corp.) from April 2016 to April 2020, all corporations specialized in the mining sector. Mr. Bouchard is a geologist
and earned a Bachelor’s and Master’s degree in Geology from the Université de Montréal and a Master of Business
Administration (MBA) from HEC Montréal. Mr. Bouchard has been the Chairman of the board of directors of Monarch
since 2016.
Guylaine Daigle – Proposed Director (age: 52)
Guylaine Daigle has over 25 years of experience in financial management, primarily in the mining industry. Ms. Daigle
has been Vice President, Finance and a shareholder of G4 Drilling Ltd. (diamond drilling company), CCL Drilling (1993)
Inc. (drilling and blasting company) and G4 R&D Inc. (machine shop specializing in drilling and forestry) since December
2006. Previously, she held financial management positions with Deloitte, Ross-Finlay 2000 Inc. and McWatters Mines Inc.
as well as auditor positions with accounting firms. Ms. Daigle is a shareholder and director of the Val-d'Or Foreurs and a
director of Fondation du Centre Hospitalier de Val-d'Or. She is a chartered accountant and a member of the Ordre des
comptables professionnels agréés du Québec (Quebec CPA Order) and holds a Bachelor's degree in Accounting Sciences
from the Université du Québec en Abitibi-Témiscamingue. Ms. Daigle has been a director of Monarch since April 2020.
Laurie Gaborit – Proposed Director (age: 57)
Ms. Laurie Gaborit holds a Bachelor of Science in geology (Hons.) from Concordia University. She has over 20 years of
investor relations and corporate communications experience in the mining industry. Ms. Gaborit started her career as a
geologist for Aur Resources, Cambior, and Romarco Minerals. From 1999 to 2005 she held the position of Manager,
Investor Relations for Rio Narcea Gold Mines and from 2005 to 2006 she held the position of Vice President, Investor
Relations and Corporate Secretary for High River Gold Mines. From 2006 to 2007 she provided strategic investor relations
and corporate communications services to a number of junior mining companies. In January 2007, Ms. Gaborit joined
Detour Gold Corporation a mid-tier Canadian gold mining company where she held the position of Vice President, Investor
Relations from January 2017 to June 2019. As a key member of Detour Gold’s management team, she participated in the
company’s initial public offering in 2007 and its transformation from exploration company to intermediate gold producer
within a seven-year period, during which time Detour Gold’s market capitalization increased from $120 million to over $3
billion. Ms. Gaborit is on the board of the non-profit Canadian Investor Relations Institute (CIRI). In 2019, she was the
recipient of the CIRI Belle Mulligan Award for Leadership in Investor Relations. Since December 2019, she is a member
of the board of directors Gold Terra Resource Corp and since September 2020, she is Vice-President – Investor Relation of
Dore Copper Mining Corp. Ms. Gaborit has been a director of Monarch since 2019.
Christian Pichette, Proposed Director (age: 67)
Mr. Christian Pichette earned a Bachelor’s degree in Mining Engineering and a master’s degree in Rock Mechanics from
École Polytechnique de Montréal. He has over 35 years of experience in the mining industry. Mr. Pichette has held
managerial positions with many Canadian corporations, including Placer Dome Inc., TVX Gold Inc., Barrick Gold
Corporation and Cambior Inc. From September 2005 to May 2012, he held the position of Vice President Operations at
Richmont Mines Inc., a mining exploration and production corporation, and from May 2012 to December 2013, he served
as Executive Vice President and Chief Operating Officer of this corporation. Since May 2015, Mr. Pichette has also been
a member of the Investment Committee - Mining Sector of the Fonds de solidarité des travailleurs du Québec (F.T.Q.).
Mr. Pichette has been a director of Monarch since 2014.
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Alain Lévesque – Proposed Chief Financial Officer (age: 48)
Mr. Alain Lévesque has 20 years of experience in the field of financial reporting and the management of corporations
including several in the mining sector. His experience in the mining industry is diverse ranging from exploration
corporations to those in production. Mr. Lévesque began his career as an auditor in two majors accounting firms, Raymond
Chabot Grant Thornton L.L.P. from 2001 to 2006 and Deloitte LLP from 1997 to 2001. He was Vice President Finances
from July 2010 to May 2011 and then Chief Financial Officer from May 2011 to July 2014 of Ranaz Corporation, a
corporation specializing in the manufacture and sale of protein and dietary supplements. He was also the Chief Financial
Officer of Maya Gold & Silver Inc., a mining corporation listed on the TSXV focused on the exploration and development
of gold and silver deposits in Morocco from 2014 to 2017. Since 2016, he acted as Chief Financial Officer of Monarch.
Mr. Lévesque is CPA, CA and a member of the Ordre des comptables professionnels agréés du Québec. He earned a
Bachelor’s degree in Business Administration from the Université Laval in 1995.
Corporate Cease Trade Orders, Bankruptcies, Penalties or Sanctions
As at the date of the Circular, no current or proposed director or executive officer of SpinCo is, or within the 10 years prior
to the date of the Circular has been, a director, chief executive officer or chief financial officer of any company (including
SpinCo), that:
(a)

While that person was acting in that capacity was subject to:
(i)

a cease trade order (including any management cease trade order which applied to directors or
executive officers of a company, whether or not the person is named in the order), or

(ii)

an order similar to a cease trade order, or

(iii)

an order that denied the relevant company access to any exemption under securities legislation,

that was in effect for a period of more than 30 consecutive days (an “Order”); or
(b)

was subject to an Order that was issued after the director or executive officer ceased to be a director,
chief executive officer or chief financial officer and which resulted from an event that occurred while
that person was acting in the capacity as director, chief executive officer or chief financial officer.

To the knowledge of SpinCo, as at the date of the Circular, no current director, executive officer, or shareholder holding a
sufficient number of securities of SpinCo to affect materially the control of SpinCo is, or within the 10 years prior to the
date of the Circular has:
(a)

been a director or executive officer of any company (including SpinCo) that, while that person was acting
in that capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted any
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or trustee
appointed to hold its assets; or

(b)

become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or
become subject to or instituted any proceedings, arrangement or compromise with creditors, or had a
receiver manager or trustee appointed to hold the assets of the director, executive officer or shareholder.

To the knowledge of SpinCo, as at the date of the Circular, no current director, executive officer, or shareholder holding a
sufficient number of securities of SpinCo to affect materially the control of SpinCo has been subject to:
(a)

any penalties or sanctions imposed by a court relating to securities legislation or by a securities regulatory
authority or has entered into a settlement agreement with a securities regulatory authority; or

(b)

any other penalties or sanctions imposed by a court or regulatory body that would likely be considered
important to a reasonable investor in making an investment decision.
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Conflicts of Interest
There are potential conflicts of interest to which the directors and officers of SpinCo will be subject in connection with the
business of SpinCo. In particular, certain of the proposed directors and/or officers of SpinCo serve as directors and/or
officers of other companies that are similarly engaged in the business of acquiring, developing and exploiting natural
resource properties and whose business may, from time to time, be in direct or indirect competition with SpinCo. Such
associations may give rise to conflicts of interest from time to time. The directors of SpinCo are required by law to act
honestly and in good faith with a view to the best interests of SpinCo and to disclose any interest, which they may have in
any project opportunity of SpinCo. Conflicts, if any, will be subject to and governed by laws applicable to directors’ and
officers’ conflicts of interest, including the procedures and remedies available under the CBCA. The CBCA provides that,
in the event that a director has an interest in a contract or proposed contract or agreement, the director shall disclose his
interest in such contract or agreement and shall refrain from voting on any matter in respect of such contract or agreement
unless otherwise provided by the CBCA. As at the date of the Circular, SpinCo is not aware of any existing or potential
material conflicts of interest between SpinCo and any current or proposed director or officer of SpinCo. See in this
Appendix F, “Risk Factors — Conflicts of Interest”.
EXECUTIVE COMPENSATION
For purposes of this section, the terms “Named Executive Officers” or “NEO” refer to each of the following individuals:
(a)

a chief executive officer (“CEO”) of the corporation;

(b)

a chief financial officer (“CFO”) of the corporation;

(c)

each of the corporation’s three most highly compensated executive officers, or the three most highly
compensated individuals acting in a similar capacity, other than the CEO and CFO, at the end of the most
recently completed financial year whose total compensation was, individually, more than $150,000; and

(d)

each individual who would be an NEO under paragraph (c) above but for the fact that the individual
was neither an executive officer of the corporation, nor acting in a similar capacity, at the end of that
financial year.

Compensation Discussion and Analysis
It is expected that the SpinCo Board will have a human resources, compensation and nomination committee (the “SpinCo
Compensation Committee”) that will be responsible for ensuring that SpinCo has in place an appropriate plan for
executive compensation and for making recommendations to the SpinCo Board with respect to the compensation of
SpinCo’s executive officers. It is expected that the SpinCo Compensation Committee will ensure that total compensation
paid to all NEOs is fair and reasonable and is consistent with SpinCo’s compensation philosophy.
Compensation plays an important role in achieving short and long-term business objectives that ultimately drive business
success. SpinCo’s compensation philosophy will be to foster entrepreneurship at all levels of the organization through,
among other things, the granting of securities-based awards, which will be a significant component of executive
compensation. This approach is based on the assumption that the performance of the SpinCo Share price over the longterm is an important indicator of long-term performance.
It is expected that SpinCo’s compensation philosophy will be based on the following fundamental principles:
(a)

Compensation programs align with shareholder interests – SpinCo aligns the goals of executives with
maximizing long term shareholder value;

(b)

performance sensitive – compensation for executive officers should be linked to operating and market
performance of SpinCo and fluctuate with the performance; and

(c)

offer market competitive compensation to attract and retain talent – the compensation program should
provide market competitive pay in terms of value and structure in order to retain existing employees
who are performing according to their objectives and to attract new individuals of the highest caliber.
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The objectives of the compensation program in compensating all NEOs will be developed based on the above-mentioned
compensation philosophy and will be as follows:
x

to attract and retain highly qualified executive officers;

x

to align the interests of executive officers with shareholders’ interests and with the execution of the
SpinCo’s business strategy;

x

to evaluate executive performance on the basis of key measurements that correlate to long-term
shareholder value; and

x

to tie compensation directly to those measurements and rewards based on achieving and exceeding
predetermined objectives.

Aggregate compensation for each NEO will be designed to be competitive. The SpinCo Compensation Committee will
review from time to time the compensation practices of similarly situated companies when considering SpinCo’s executive
compensation policy. Although the SpinCo Compensation Committee will review each element of compensation for market
competitiveness, and it may weigh a particular element more heavily based on the NEO’s role within SpinCo, it will be
primarily focused on remaining competitive in the market with respect to total compensation.
From time to time, on an ad hoc basis, the SpinCo Compensation Committee will review data related to compensation
levels and programs of various companies that are similar in size to SpinCo and operate within the mining exploration and
development industry. The SpinCo Compensation Committee will also rely on the experience of its members as officers
and/or directors at other companies in similar lines of business as SpinCo in assessing compensation levels.
Aligning the Interests of the NEOs with the Interests of the SpinCo Shareholders
SpinCo believes that transparent, objective and easily verified corporate goals, combined with individual performance
goals, play an important role in creating and maintaining an effective compensation strategy for the NEOs. SpinCo’s
objective will be to establish benchmarks and targets for its NEOs which, if achieved, will enhance shareholder value. A
combination of fixed and variable compensation will be used to motivate executives to achieve overall corporate goals. The
three basic components of SpinCo’s executive officer compensation program will be:
x

Fixed salary;

x

annual incentives (cash bonus); and

x

security based compensation.

Fixed salary will comprise a portion of the total cash-based compensation; however, annual incentives and security based
compensation arrangements represent compensation that is “at risk” and thus may or may not be paid to the respective
executive officer depending on: (i) whether the executive officer is able to meet or exceed his or her applicable performance
targets; and (ii) market performance of the SpinCo Shares. No specific formulae have been developed to assign a specific
weighting to each of these components. Instead, the SpinCo Board will consider each performance target and SpinCo’s
performance and assigns compensation based on this assessment and the recommendations of the SpinCo Compensation
Committee.
Base Salary
The SpinCo Compensation Committee and the SpinCo Board will approve the salary ranges for the NEOs. The base salary
review for each NEO will be based on assessment of factors such as current competitive market conditions, compensation
levels within compensation practices of similarly situated companies and particular skills, such as leadership ability and
management effectiveness, experience, responsibility and proven or expected performance of the particular individual.
SpinCo may consider comparative data for corporation’s peer group which would be accumulated from a number of external
sources including independent consultants. SpinCo’s policy for determining salary for executive officers will be consistent
with the administration of salaries for all other employees. As of the date of the Circular, SpinCo has not paid any salaries.
Annual Incentives
To date, SpinCo has not awarded any annual incentives by way of cash bonuses. However, SpinCo, in its discretion, may
award such incentives in order to motivate executives to achieve short-term corporate goals. The SpinCo Compensation
Committee and the SpinCo Board will approve annual incentives.
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The success of NEOs in achieving their individual objectives and their contribution to SpinCo in reaching its overall goals
are to be factors in the determination of their annual bonus. The SpinCo Compensation Committee shall assess each NEO's
performance on the basis of his or her respective contribution to the achievement of the predetermined corporate objectives,
as well as to needs of SpinCo that arise on a day to day basis. This assessment will be used by the SpinCo Compensation
Committee in developing its recommendations to the SpinCo Board with respect to the determination of annual bonuses
for the NEOs. Where the SpinCo Compensation Committee cannot unanimously agree, the matter will be referred to the
full SpinCo Board for decision. The SpinCo Board will rely heavily on the recommendations of the SpinCo Compensation
Committee in granting annual incentives.
Security-Based Awards
Subject to shareholder approval, following completion of the Arrangement, SpinCo will have two security-based
mechanisms pursuant to which awards may be granted by SpinCo to its directors, NEOs, executive officers and key
employees. Said mechanisms are the SpinCo Option Plan and the SpinCo RSU Plan, which will be implemented when the
SpinCo Shares are listed on the TSX or another stock exchange.
SpinCo Option Plan
The SpinCo Option Plan serves as a long-term incentive plan, pursuant to which SpinCo Options may be granted to senior
officers of SpinCo, including the Named Executive Officers, directors of SpinCo and any key employee of SpinCo
designated as such by the SpinCo Board. This component of compensation is a major component of total compensation for
senior officers and is intended to retain the services of valued employees, motivate them to take actions that enhance
shareholder value and align their interests with those of the shareholders.
SpinCo Options held by management will be taken into consideration by SpinCo at the time of any subsequent SpinCo
Option grants under the SpinCo Option Plan in determining the quantum or terms of any such subsequent SpinCo Option
grants. The size of the SpinCo Option awards is anticipated to be in proportion to the deemed ability of the individual to
make an impact on SpinCo’s success, as determined by the SpinCo Board. See in this Appendix F, “Options and Other
Rights to Purchase Securities of SpinCo”.
SpinCo RSU Plan
The SpinCo RSU Plan serves to provide Eligible Persons, including Named Executive Officers, directors of SpinCo and
any key employee of SpinCo with greater incentive to develop and promote the business and financial success of SpinCo,
to align the interests of Eligible Persons with those of the SpinCo Shareholders generally through a proprietary ownership
interest in SpinCo, to recognize the contribution of Eligible Persons to the growth of SpinCo, to provide a long-term
incentive element in an overall compensation package which is competitive, to motivate Eligible Persons to achieve
important corporate and personal objectives to be determined by SpinCo, as well as to assist SpinCo in attracting, retaining
and motivating Eligible Persons.
Compensation of Executives
As at the date of the Circular, no remuneration or other compensation has been paid or provided by SpinCo to its executive
officers for their services.
The SpinCo Board will approve targeted amounts of annual incentives for each NEO at the beginning of each financial
year. The targeted amounts will be determined by the SpinCo Compensation Committee based on a number of factors,
including comparable compensation of similar companies.
Achieving predetermined individual and/or corporate targets and objectives, as well as general performance in day-to-day
corporate activities, will trigger the award of a bonus payment to the NEOs. The NEOs will receive a partial or full incentive
payment depending on the number of the predetermined targets met and the SpinCo Compensation Committee’s and the
SpinCo Board’s assessment of overall performance. The determination as to whether a target has been met will ultimately
be made by the SpinCo Board and the SpinCo Board will reserve the right to make positive or negative adjustments to any
bonus payment if they consider them to be appropriate.
At or prior to the Effective Time, SpinCo expects to enter into employment agreements (collectively, the “Executive
Employment Agreements”) with certain Named Executive Officers, pursuant to which these Named Executive Officers
will provide management and administrative services to, and be compensated for those services by, SpinCo, as more
particularly described in this Appendix F below under the heading “Employment Agreements”.
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Employment Agreements
Jean-Marc Lacoste
At or prior to the Effective Time, SpinCo will enter into an employment agreement with Mr. Jean-Marc Lacoste pursuant
to which Mr. Lacoste will provide his services as President and Chief Executive Officer of SpinCo in consideration of an
annual base salary of $350,000 (the “SpinCo Lacoste Agreement”).
The SpinCo Lacoste Agreement will provide the following:
(a)

the employment of Mr. Lacoste is for an indeterminate term;

(b)

Mr. Lacoste is eligible to receive a yearly bonus according to the parameters and guidelines of SpinCo
for the remuneration of its managers as adopted by the SpinCo Board;

(c)

Mr. Lacoste benefits from SpinCo’s collective insurance;

(d)

Mr. Lacoste is entitled to four weeks of paid vacations per year and also to SpinCo Options and SpinCo
Share Units that may be granted from time to time by the SpinCo Board under the SpinCo Option Plan
and SpinCo RSU Plan then in force;

(e)

SpinCo may, for cause, terminate at any time the employment of Mr. Lacoste. In such case, the SpinCo
Lacoste Agreement will be terminated and SpinCo will have no obligation to provide Mr. Lacoste with
any notice of termination or to pay him any indemnity or compensation whatsoever;

(f)

SpinCo may also, without cause, terminate at any time the employment of Mr. Lacoste. In such case,
SpinCo will have the obligation to provide Mr. Lacoste with a written notice of termination and the latter
will be entitled to receive a lump sum representing nine months of salary payable on the last day of work
at the business address of SpinCo; and

(g)

Mr. Lacoste may, at any time, resign from his employment for any reason. In such case, Mr. Lacoste will
have to provide SpinCo with a notice of resignation at least two months before his resignation.

In addition, the SpinCo Lacoste Agreement will provide for the following should SpinCo undergo a change a control:
(a)

within one year after a change of control, should SpinCo, without cause, terminate the SpinCo Lacoste
Agreement or should Mr. Lacoste leave SpinCo within such one-year period due to constructive
dismissal, SpinCo shall immediately provide Mr. Lacoste with:
i)

a severance allowance equal to 24 months of his basic annual salary on the termination date;

ii)

the greater of the following: (a) the bonus paid to him during the two financial years immediately
preceding the date his employment is terminated or (b) the average of the annual bonuses paid to
him in the three financial years immediately preceding the date his employment is terminated
multiplied by two;

iii)

for a period of one year following the termination date or until the first day of any new employment,
whichever is earlier, entitlement to all benefits provided for in the SpinCo Lacoste Agreement;

iv)

payment of fees of an outplacement counsellor and reimbursement of reasonable expenses incurred
in connection with Mr. Lacoste’s job search, up to a total amount equal to five percent of his annual
basic salary;

v)

payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lacoste, up to an amount equal
to five percent of his annual base salary.

As per the SpinCo Lacoste Agreement, Mr. Lacoste must comply with all confidentiality, non-solicitation and non-compete
clauses. These clauses will apply for the duration of the employment of Mr. Lacoste and, in the case of the non-compete
clause, for a period of 12 months following termination of his employment. As for the non-solicitation clause, it will remain
in effect for a period of three months following termination of his employment. Finally, as for the confidentiality clause, it
will remain in effect for a period of one year following termination of his employment.
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Alain Lévesque
At or prior to the Effective Time, SpinCo will enter into an employment agreement with Mr. Alain Lévesque pursuant to
which Mr. Lévesque will be employed as Vice President, Finance and Chief Financial Officer of SpinCo in consideration
of an annual base salary of $210,000 (the “SpinCo Lévesque Agreement”).
The SpinCo Lévesque Agreement will provide the following:
(a)

the employment of Mr. Lévesque is for an indeterminate term;

(b)

Mr. Lévesque is eligible to receive a yearly bonus according to the parameters and guidelines of SpinCo
for the remuneration of its managers as adopted by the SpinCo Board;

(c)

Mr. Lévesque benefits from SpinCo’s collective insurance;

(d)

Mr. Lévesque is entitled to four weeks of paid vacations per year and also to SpinCo Options and SpinCo
Share Units that may be granted from time to time by the SpinCo Board under the SpinCo Option Plan
and SpinCo RSU Plan then in force;

(e)

SpinCo may, for cause, terminate at any time the employment of Mr. Lévesque. In such case, the SpinCo
Lévesque Agreement will be terminated and SpinCo will have no obligation to provide Mr. Lévesque
with any notice of termination or to pay him any indemnity or compensation whatsoever;

(f)

SpinCo may also, without cause, terminate at any time the employment of Mr. Lévesque. In such case,
SpinCo will have the obligation to provide Mr. Lévesque with a written notice of termination and the
latter will be entitled to receive a lump sum representing eight months of salary payable on the last day
of work at the business address of SpinCo if the termination occurred in the first eight months of the
employment and twelve months if the termination occurred after eight months of employment; and

(g)

Mr. Lévesque may, at any time, resign from his employment for any reason. In such case, Mr. Lévesque
will have to provide SpinCo with a notice of resignation at least two months before his resignation.

In addition, the SpinCo Lévesque Agreement will provide for the following should SpinCo undergo a change a control:
(a)

within one year after a change of control, should SpinCo, without cause, terminate the SpinCo
Lévesque Agreement or should Mr. Lévesque leave SpinCo within such one-year period due to
constructive dismissal, SpinCo shall immediately provide Mr. Lévesque with:
i)

a severance allowance equal to 12 months of his basic annual salary on the termination date;

ii)

the greater of the following: (a) the bonus paid to him during the two financial years immediately
preceding the date his employment is terminated or (b) the average of the annual bonuses paid to
him in the two financial years immediately preceding the date his employment is terminated
multiplied by two;

iii)

for a period of one year following the termination date or until the first day of any new
employment, whichever is earlier, entitlement to all benefits provided for in the SpinCo Lévesque
Agreement;

iv)

payment of fees of an outplacement counsellor and reimbursement of reasonable expenses
incurred in connection with Mr. Lévesque’s job search, up to a total amount equal to five percent
of his annual basic salary;

v)

payment of fees of the financial and/or tax advisor(s) chosen by Mr. Lévesque, up to an amount
equal to five percent of his annual base salary.

As per the SpinCo Lévesque Agreement, Mr. Lévesque must comply with all confidentiality, non-solicitation and noncompete clauses. These clauses will apply for the duration of the employment of Mr. Lévesque and, in the case of the noncompete clause, for a period of 12 months following termination of his employment. As for the confidentiality clause, it
will remain in effect for a period of two years following termination of his employment.
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Pension Plan Benefits, Termination and Change of Control Benefits
Following the completion of the Arrangement, it is expected that SpinCo will assume the continuity of the Simplified
Pension Plan for Monarch’s employees. Information regarding this pension plan can be found in section “Named Executive
Officer and Director Compensation – Pension Plan Benefits” of the Circular.
Compensation Risk Considerations
The SpinCo Compensation Committee will be responsible for considering, establishing and reviewing executive
compensation programs, and whether the programs encourage unnecessary or excessive risk taking. SpinCo anticipates the
programs will be balanced and do not motivate unnecessary or excessive risk taking. SpinCo does not currently have a
policy that restricts directors or NEOs from purchasing financial instruments, including, for greater certainty, prepaid
variable forward contracts, equity swaps, collars, or units of exchange funds that are designed to hedge or offset a decrease
in market value of equity. However, to the knowledge of SpinCo, as of the date of hereof, no director or NEO of SpinCo
has participated in the purchase of such financial instruments.
Base salaries will be fixed in amount and will not encourage risk taking. While annual incentive awards will focus on the
achievement of short-term or annual goals and short-term goals may encourage the taking of short-term risks at the expense
of long term results, SpinCo’s annual incentive award program will represent a small percentage of employees’
compensation opportunities. Annual incentive awards will be based on various personal and company-wide achievements.
Such performance goals are subjective and include achieving individual and/or corporate targets and objectives, as well as
general performance in day-to-day corporate activities which would trigger the award of a bonus payment to the NEO. The
determination as to whether a target has been met will ultimately be made by the SpinCo Board (after receiving
recommendations of the SpinCo Compensation Committee) and the SpinCo Board will reserve the right to make positive
or negative adjustments to any bonus payment if they consider them to be appropriate. Funding of the annual incentive
awards will be capped at the company level and the distribution of funds to the executive officers will be at the discretion
of the SpinCo Compensation Committee.
SpinCo Option awards and SpinCo Share Unit awards are important to further align employees’ interests with those of the
SpinCo Shareholders. The ultimate value of the SpinCo Option awards and SpinCo Share Unit awards is tied to the price
of the SpinCo Shares and since awards are expected to be staggered and subject to long-term vesting schedules, they will
help ensure that NEOs have significant value tied in long-term stock price performance.
Compensation of Directors
No remuneration has been paid to the directors for their services as directors to the date hereof.
SpinCo expects to set directors’ fees of: (i) $14,000 per year for the Chairman of the SpinCo Board, (ii) $10,000 per year for
the SpinCo Board members, (iii) $7,500 per year for the Chairman of a Committee of the SpinCo Board and (iv) an attendance
fee of $1,000 for each member of the SpinCo Board and of a Committee of SpinCo (including the Chairman of the SpinCo
Board and the Chairman of a Committee). In addition, each of the directors will be entitled to participate in the SpinCo
Option Plan and Restricted Share Unit Plan as more fully described under the heading “Options and Other Rights to
Purchase Securities of SpinCo” in this Appendix F. Directors of SpinCo will not be entitled to any additional directors’
fees.
OPTIONS AND OTHER RIGHTS TO PURCHASE SECURITIES OF SPINCO
SpinCo Option Plan
SpinCo will adopt the SpinCo Option Plan, subject to its ratification and confirmation by the Monarch Shareholders at the
Meeting. If the SpinCo Option Plan Resolution is not approved at the Meeting, or if the Arrangement is not completed, the
SpinCo Option Plan will not be implemented.
The SpinCo Option Plan is a rolling stock option plan pursuant to which the aggregate number of SpinCo Shares that may
be issuable, subject to adjustment as provided in the SpinCo Option Plan, combined with all of SpinCo’s other securitiesbased compensation arrangements, including the SpinCo RSU Plan, shall not exceed 10% of the issued and outstanding
SpinCo Shares.
As of the date of the Circular, no SpinCo Options have been granted nor have any other rights or securities to purchase
SpinCo Shares been issued by SpinCo. If approved, the SpinCo Option Plan will be implemented if and when the SpinCo
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Shares are listed on the TSX or another stock exchange. The SpinCo Board does not intend to grant any SpinCo Options
prior to the listing of the SpinCo Shares on the TSX or other stock exchange.
The material terms of the SpinCo Option Plan are described in the Circular “Particular Matters to be Considered at the
Meeting —Approval of SpinCo Option Plan”.
SpinCo RSU Plan
SpinCo will adopt the SpinCo RSU Plan effective as of the Effective Time, subject to its approval by the Monarch
Shareholders at the Meeting and subject to the SpinCo RSU Plan being approved by the TSX. If the RSU Resolution is not
approved at the Meeting, or if the Arrangement is not completed, the SpinCo RSU Plan will not be implemented.
As of the date of the Circular, no SpinCo Share Units have been granted nor have any other rights or securities to purchase
SpinCo Shares been issued by SpinCo. If approved, the SpinCo RSU Plan will be implemented if and when SpinCo lists
the SpinCo Shares on a stock exchange. The SpinCo Board does not intend to grant any SpinCo Share Units prior to the
listing of the SpinCo Shares on the TSX or other stock exchange.
Subject to adjustment as provided in the SpinCo RSU Plan, the aggregate number of SpinCo Shares that may be issuable
pursuant to the SpinCo RSU Plan combined with all of SpinCo’s other securities-based compensation arrangements,
including the SpinCo Option Plan, shall not exceed 10% of the issued and outstanding SpinCo Shares.
The material terms of the SpinCo RSU Plan are described in the Circular “Particular Matters to be Considered at the
Meeting —Approval of SpinCo RSU Plan”.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS
None of the current or proposed directors or officers of SpinCo, nor any affiliate or associate of the current or proposed
directors or officers of SpinCo, is or was indebted to SpinCo or to another entity which is the subject of a guarantee support
agreement, letter of credit, or other similar arrangement or undertaking provided by SpinCo entered into in connection with
a Purchase of Securities or otherwise per item 1.01 of National Instrument NI 51-102F5 – Information Circular, at any time
since its incorporation.
AUDIT COMMITTEE
The audit committee of SpinCo (the “SpinCo Audit Committee”) will be responsible for monitoring SpinCo’s accounting
and financial reporting practices and procedures, the adequacy of internal accounting controls and procedures, the quality
and integrity of financial statements and for directing the auditors’ examination of specific areas. All of the members of the
Audit Committee will be “independent” directors as defined in NI 52-110 and the initial members of the SpinCo Audit
Committee will be Guylaine Daigle, Michel Bouchard and Christian Pichette. Each member of the SpinCo Audit Committee
will be considered to be “financially literate” within the meaning of NI 52-110 which includes the ability to read and
understand a set of financial statements that present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of SpinCo’s financial statements. The SpinCo Board intends to adopt a charter
for the SpinCo Audit Committee prior to the Effective Time.
Relevant Education and Experience
The relevant education and experience of each of the proposed members of the SpinCo Audit Committee is as follows:
Name of Member

Education

Experience

Guylaine Daigle

B. Sc. Accounting, Université du Québec Abitibi-Témiscamingue

Has over 25 years of experience in financial
management, primarily in the mining industry.

Michel Bouchard

B. Sc. Geology, Université de Montréal
M. Sc. Geology, Université de Montréal
MBA Business Administration, HEC
Montréal

Has been involved in the exploration, development and
production aspects of the mining sector for over 30 years
and has held several senior management positions in the
mining sector.

Christian Pichette

B.Sc. Mining Engineering
École Polytechnique de Montréal
MBA Rock Mechanics, École Polytechnique
de Montréal

Has over 35 years of experience in the mining industry
and has held managerial positions with many Canadian
corporations.
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Pre-Approval Policies and Procedures
The SpinCo Audit Committee shall pre-approve all audit and non-audit services not prohibited by law to be provided by
the independent auditors of SpinCo.
CORPORATE GOVERNANCE
Policy Statement 58-201 to Corporate Governance Guidelines sets out a series of guidelines for effective corporate
governance (the “Guidelines”). The Guidelines address matters such as the constitution and independence of corporate
boards, the functions to be performed by boards and their committees and the effectiveness and education of board
members. NI 58-101 requires the disclosure by each listed corporation of its approach to corporate governance with
reference to the Guidelines as it is recognized that the unique characteristics of individual corporations will result in varying
degrees of compliance.
Set out below is a description of SpinCo’s intended approach to corporate governance in relation to the Guidelines.
The Board of Directors
NI 58-101 defines an “independent director” as a director who has no direct or indirect material relationship with the
corporation. A “material relationship” is in turn defined as a relationship which could, in the view of the SpinCo Board, be
reasonably expected to interfere with such member’s independent judgment. At the Effective Time, the Board is expected
to be comprised of five members, four of whom the SpinCo Board has determined will be “independent directors” within
the meaning of NI 58-101.
At the Effective Time, of SpinCo’s proposed five directors, Guylaine Daigle, Laurie Gaborit, Michel Bouchard and
Christian Pichette will be considered independent directors since they are each independent of management and free from
any material relationship with SpinCo. The basis for this determination is that, since the date of incorporation of SpinCo,
none of the independent directors have worked for SpinCo, received remuneration from SpinCo or had material Contracts
with or material interests in SpinCo which could interfere with their ability to act with a view to the best interests of SpinCo.
Jean-Marc Lacoste is not independent director since he is an officer of SpinCo.
The SpinCo Board believes that it will function independently of management. To enhance its ability to act independent of
management, the SpinCo Board may in the future meet in the absence of members of management or may excuse such
persons from all or a portion of any meeting where an actual or potential conflict of interest arises or where the SpinCo
Board otherwise determines is appropriate.
Directorships
All of the directors and proposed directors are currently directors of Monarch. In addition, certain of the directors or
proposed directors of SpinCo are also current directors of other reporting issuers (or equivalent) in a jurisdiction or a foreign
jurisdiction as follows:
Name of Director

Michel Bouchard

Laurie Gaborit

Other reporting issuer
(or equivalent in a foreign jurisdiction)

Trading Market

Sirios Resources Inc.
Cartier Resources Inc.

TSXV

Gold Terra Resource Corp.

TSXV

TSXV

Orientation and Continuing Education
While SpinCo currently has no formal orientation and education program for new SpinCo Board members, it is expected
that sufficient information (such as recent financial statements, technical reports and various other operating, property and
budget reports) will be provided to all new members of the SpinCo Board to ensure that new directors are familiarized with
SpinCo’s business and the procedures of the SpinCo Board. In addition, new directors will be encouraged to visit and meet
with management on a regular basis. SpinCo will also encourage continuing education of its directors and officers where
appropriate in order to ensure that they have the necessary skills and knowledge to meet their respective obligations to
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SpinCo. The SpinCo Board’s continuing education will also consist of correspondence with SpinCo’s legal counsel to
remain up to date with developments in relevant corporate and securities’ law matters.
Ethical Business Conduct
A director, in the exercise of his or her functions and responsibilities, must act with complete honesty and good faith in the
best interest of SpinCo. He or she must also act in accordance with the applicable laws, regulations and policies.
In the event of a conflict of interest, a director is required to declare the nature and extent of any material interest he or she
has in any important contract or proposed contract of SpinCo, as soon as he or she has knowledge of the agreement or of
SpinCo’s intention to consider or enter into the proposed contract and in such a case, the director shall abstain from voting
on the subject.
SpinCo will adopt a code of ethics and business conduct for directors, officers and employees of SpinCo (the “Code of
Ethics”). Consultants and suppliers of goods and services will be also required to comply with the provisions of the Code
of Ethics.
Board Committees
The SpinCo Board will have two standing committees: the SpinCo Audit Committee and the SpinCo Compensation
Committee. The proposed members of these committees are in Appendix F under the heading “Audit Committee” above, and
under the heading “Compensation Committee”. The SpinCo Board intends to adopt a charter for the SpinCo Audit Committee
and for the SpinCo Compensation Committee prior to the Effective Time.
Nomination of Directors
The responsibility for identifying new candidates to join the SpinCo Board will belong to the SpinCo Board as a whole.
The SpinCo Board will encourage all directors to participate in the process of identifying and recruiting new candidates.
The SpinCo Compensation Committee will have the responsibility of making recommendations to the SpinCo Board with
respect to the new nominees and for assessing directors on an on-going basis. While there are no specific criteria for SpinCo
Board membership, SpinCo will seek to attract and retain directors with business knowledge and a particular expertise in
mineral exploration and development or other areas of specialized knowledge (such as finance) which will assist in guiding
the officers of SpinCo. All of the members of the SpinCo Compensation Committee will be independent directors and the
initial members will be Christian Pichette, Guylaine Daigle and Laurie Gaborit. See in this Appendix F, “Executive
Compensation” and “— Compensation”.
Compensation Committee
The SpinCo Compensation Committee will be responsible for assisting SpinCo in determining compensation of senior
management as well as reviewing the adequacy and form of the directors’ compensation and will ensure that the levels of
compensation of the SpinCo Board reflect the responsibilities, time commitment and risks involved in being an effective
director. The SpinCo Compensation Committee is expected to annually review the annual goals and objectives of SpinCo’s
senior executives and to perform an appraisal of their performance for the previous financial year. The SpinCo
Compensation Committee will also administer and make recommendations regarding the operation of the SpinCo’s
incentive plans. All of the proposed members of the SpinCo Compensation Committee are independent directors and the
initial members will be Christian Pichette, Guylaine Daigle and Laurie Gaborit. See in this Appendix F, “Executive
Compensation” and “— Compensation”.
Audit Committee
On or before the Effective Date, SpinCo will establish the SpinCo Audit Committee comprised of directors considered to
be independent and financially literate in accordance with applicable securities laws. The SpinCo Board intends to adopt a
charter for the SpinCo Audit Committee prior to the Effective Time.
Other Board Committees
Other than the SpinCo Audit Committee and the SpinCo Compensation Committee, it is not anticipated that SpinCo will
have any additional committees immediately following the Effective Time. The SpinCo Board may, however, establish
additional committees after the Effective Time, depending on the needs of SpinCo.
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Board Mandate
The SpinCo Board does not intend to adopt a written formal mandate describing the SpinCo Board’s duties, responsibilities
and role as well as the SpinCo’s expectations of individual directors and of management.
Primary Role and Objectives
The mandate of the SpinCo Board will be to supervise the management of the business and affairs of SpinCo. The SpinCo
Board will monitor the manner in which SpinCo will conduct its business as well as the senior management responsible for
the day-to-day operations of SpinCo. The SpinCo Board will set SpinCo's policies, assesses their implementation by
management and reviews the results.
The SpinCo Board’s fundamental objectives will be to enhance and preserve long-term shareholder value and to ensure
that SpinCo will conduct business in an ethical and safe manner, having regard for the legitimate interests of its stakeholders.
The SpinCo Board, either directly or through one of its committees, will assume specific responsibility for the following
five matters: (i) the adoption of a strategic planning process; (ii) the identification of the principal risks of SpinCo’s business
and the implementation of appropriate systems to effectively manage these risks; (iii) the appointing, training, evaluation
and monitoring of senior management as well as planning for their succession; (iv) communications with shareholders and
the public at large; and (v) the integrity of SpinCo's internal control and management information systems. At the end of
each fiscal year, the SpinCo Board will receive, analyse and, where appropriate, approve a yearly plan of action and budget
submitted by the President and Chief Executive Officer for the following fiscal year. Throughout the fiscal year, the Board
will receive periodic reports from the President and Chief Executive Officer and other senior executives to monitor SpinCo's
performance with reference to the adopted budget. SpinCo periodically will review its strategic plan in light of
developments in the mining industry and SpinCo’s development. This strategic plan will produce along with five-year
financial forecasts. In addition to decisions requiring formal approval by the SpinCo Board pursuant to the law or SpinCo's
Articles and By-laws, the SpinCo Board will make all important decisions concerning, among other things, major
investments and significant divestitures.
Assessments
Given its early stage of development, the SpinCo Board will not initially take any formal steps to assess the performance
of the SpinCo Board or its committees. The SpinCo Board will consider SpinCo Board and committee performance, from
time to time, as required.
RISK FACTORS
There are a number of risks that may have a material and adverse impact on the future operating and financial
performance of SpinCo and could cause SpinCo’s operating and financial performance to differ materially from the
estimates described in forward-looking statements related to SpinCo. These include widespread risks associated
with any form of business and specific risks associated with SpinCo’s business and its involvement in the mineral
exploration and development industry. An investment in the SpinCo Shares, as well as SpinCo’s prospects, are highly
speculative due to the high-risk nature of its business and the present stage of its operations. Shareholders of SpinCo
may lose their entire investment. The risks described below are not the only ones facing SpinCo. Additional risks not
currently known to SpinCo, or that SpinCo currently deems immaterial, may also impair SpinCo’s business or operations.
If any of the following risks actually occur, SpinCo’s business, financial condition, operating results and prospects could be
adversely affected.
Monarch Shareholders should consult with their professional advisors to assess the Arrangement and their resulting
investment in SpinCo. In evaluating SpinCo and its business and whether to vote in favour of the Arrangement, Monarch
Shareholders should carefully consider, in addition to the other information contained in the Circular and this Appendix F,
the risk factors which follow, as well as the risks associated with the Arrangement (see in the Circular “The Arrangement
— Risks Associated with the Arrangement”). These risk factors may not be a definitive list of all risk factors associated with
the Arrangement, an investment in SpinCo or in connection with SpinCo’s business or operations.
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Operational Risks
Commodity prices
The price of SpinCo’s securities, its financial results, and its access to the capital required to finance its exploration activities
may in the future be adversely affected by declines in the price of precious and base metals and, in particular, the price of
gold. Precious metal prices fluctuate widely and are affected by numerous factors beyond SpinCo’s control such as the sale
or purchase of precious metals by various dealers, central banks and financial institutions, interest rates, exchange rates,
inflation or deflation, currency exchange fluctuation, global and regional supply and demand, production and consumption
patterns, speculative activities, increased production due to improved mining and production methods, government
regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of minerals, environmental
protection, and international political and economic trends, conditions and events. If these or other factors continue to
adversely affect the price of gold, the market price of SpinCo’s securities may decline.
Project risk
The ability of SpinCo to successfully explore its properties and find sufficient mineral resources and reserves to consider
mine development, and there after sustain or increase levels of gold production will be dependent in part on the success of
its projects. Significant projects contemplated for the next few years include the Beaufor Mine, the Croinor Property, the
McKenzie Property and the Swanson Property. However, some or all of these projects may not proceed, and other projects
may arise. Risks and unknowns inherent in all projects include, but are not limited to, the accuracy of reserve estimates;
metallurgical recoveries; geotechnical and other technical assumptions; capital and operating costs of such projects; the
future price of gold; and scoping of major projects including delays, aggressive schedules and unplanned events and
conditions. The significant capital expenditures and long time period required to develop new mines or other projects are
considerable and changes in costs and market conditions or unplanned events or construction schedules can affect project
economics. Actual costs and economic returns may differ materially from SpinCo's estimates or SpinCo could fail or be
delayed in obtaining the governmental approvals necessary for the execution of a project, in which case, the project may
not proceed either on its original timing or at all.
SpinCo may be unable to develop projects that demonstrate attractive economic feasibility at low gold prices. The number
of projects in the future may outweigh SpinCo’s capital, financial and staffing capacity restricting the ability to concurrently
execute multiple projects and adversely affecting the potential timing of when those projects can be put into production.
The inability to execute adequate governance over developmental projects can also have a major negative impact on project
development activities.
Exploration
The exploration process generally begins with the identification and appraisal of mineral prospects. Exploration and
development projects have no operating history upon which to base estimates of future operating costs and capital
requirements. Mining projects frequently require a number of years and significant expenditures during the mine
development phase before production is possible. Development projects are subject to the completion of successful
feasibility studies and environmental assessments, issuance of necessary governmental permits, acquiring title to prospects
and the receipt of adequate financing. The economic feasibility of development projects is based on many factors such as:
x

Estimation of reserves;

x

anticipated metallurgical recoveries;

x

environmental considerations and permitting;

x

estimates of future gold prices; and

x

anticipated capital and operating costs of such projects.

Exploration and development of mineral deposits thus involve significant financial risks which a combination of careful
evaluation, experience and knowledge may not eliminate. The discovery of an ore body may result in substantial rewards,
however, few properties which are explored are ultimately developed into producing mines. A mine must generate sufficient
revenues to offset operating and development costs such as the costs required to establish reserves by drilling, to develop
metallurgical processes, to construct facilities and to extract and process metals from the ore. Once in production, it is
impossible to determine whether current exploration and development programs at any given mine will result in the
establishment of new reserves.
F-34

Reliance on a Limited Number of Properties
The only material property interest of SpinCo is its interest in the Beaufor Mine located in the Abitibi-Témiscamingue. The
other SpinCo Properties are not seen as contributing to proposed shareholder value at this time. As a result, unless SpinCo
acquires additional property interests, any adverse developments affecting this property could have a Material Adverse
Effect upon SpinCo and would materially and adversely affect the potential mineral resource production, profitability,
financial performance and results of operations of SpinCo. While SpinCo may seek to acquire additional mineral properties
that are consistent with its business objectives, there can be no assurance that SpinCo will be able to identify suitable
additional mineral properties or, if it does identify suitable properties, that it will have sufficient financial resources to acquire
such properties or that such properties will be available on terms acceptable to SpinCo or at all. See “Principal Properties” in
this Appendix F.
Mineral reserves and mineral resources
Mineral reserves and mineral resources are based on estimates of mineral content and quantity derived from limited
information acquired through drilling and other sampling methods and requires judgmental interpretations of geology,
structure, grade distributions and trends, and other factors. No assurance can be given that the estimates are accurate or that
the indicated level of metal will be produced. Actual mineralization or formations may be different from those predicted.
Further, it may take many years from the initial phase of drilling before production is possible, and during that time the
economic feasibility of exploiting a discovery may change.
Market price fluctuations of gold as well as increased production and capital costs, reduced recovery rates or technical,
economic, regulatory or other factors may render SpinCo’s proven and probable reserves unprofitable to develop or
continue to exploit at a particular site or sites for periods of time or may render mineral reserves containing relatively lowergrade mineralization uneconomic. Successful extraction requires safe and efficient mining and processing. Moreover, shortterm operating factors relating to the mineral reserves, such as the need for the orderly development of ore bodies or the
processing of new or different ore types, may cause mineral reserves to become uneconomic or SpinCo to be unprofitable
in any particular reporting period. Estimated reserves may have to be recalculated based on actual production experience.
Any of these factors may require SpinCo to reduce its mineral reserves and resources, which could have a negative impact
on SpinCo’s financial results. Failure to adequately allocate resources at a pace equal to, or better than mine depletion will
also impact the estimates. Failure to obtain or maintain necessary permits or government approvals, or revocation of or
regulatory changes affecting necessary permits or government approvals, or environmental concerns could also cause
SpinCo to reduce its mineral reserves. There is also no assurance that SpinCo will achieve indicated levels of gold recovery
or obtain the prices for gold production assumed in determining the amount of such reserves. Anticipated levels of
production may be impacted by numerous factors, including, but not limited to, mining conditions, labour availability and
relations, weather, seismic events, civil disturbances and supply shortages.
Advanced project development studies
SpinCo internally and/or along with third party specialists conducts advanced project development studies, including
prefeasibility studies and feasibility studies to advance and demonstrate the economic viability of a project and to further
refine the engineering designs, mine plans, ore body models, infrastructure and environmental requirements, capital and
operating costs and financial models. The results of the advanced project development studies represent forward-looking
information and are subject to a number of known and unknown risks, uncertainties and other factors that may cause actual
results to differ materially from those anticipated in such information. Such information speaks only as of the date of the
assessment report and is based on a number of assumptions which are believed to be valid as of that date, but which may
prove to be incorrect in the future. Advanced project development studies are intended to provide an increased level of
analysis versus preliminary economic assessments; however, they are still only estimated to a relatively wide confidence
interval and there is no certainty that the projected economic and production results may be realized.
Life of mine plans
The life of mine estimates for each of the material properties of SpinCo are based on a number of factors and assumptions
and may prove to be incorrect. In addition, life of mine plans, by design, may have declining grade profiles and increasing
rock hardness over time and mine life could be shortened if SpinCo increases production, experiences increased production
costs or if the price of gold declines significantly. Reserves at operating sites can be replaced by upgrading existing
resources to mineral reserves generally by the completion of additional drilling and/or development to improve the estimate
confidence and by demonstrating their economic viability, by expanding known deposits, by locating new deposits, or by
making acquisitions. Substantial expenditures are required to delineate resources and ultimately establish proven and
probable reserves and to construct mining and processing facilities. As a result, there is no assurance that current or future
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exploration programs will be successful. There is a risk that depletion of reserves will not be offset by resource conversions,
expansions, discoveries, or acquisitions.
Titles
The acquisition of title to mineral properties is a very detailed and time-consuming process. Title to, and the area of, mineral
deposits may be disputed. Although SpinCo believes it has taken reasonable measures to ensure proper title to its properties,
there is no guarantee that title to any of its properties will not be challenged or impaired. Third parties may have valid
claims on underlying portions of SpinCo's interests, including prior unregistered liens, agreements, transfers or claims,
including native land claims, and title may be affected by, among other things, undetected defects. In addition, SpinCo may
be unable to operate its properties as permitted or to enforce its rights in respect of its properties. Moreover, where SpinCo’s
interest in a property is less than 100%, or a third party holds a form of profit sharing interest, SpinCo’s entitlement to, and
obligations in respect of, the property are subject to the terms of the agreement relating to that property, or in the absence
of an agreement subject to provincial or federal laws and regulations, which in certain circumstances may be the subject of
differing interpretations between the parties.
Permitting
Mineral exploration and mining activities may only be conducted by entities that have obtained or renewed exploration or
mining permits and licenses in accordance with the relevant mining laws and regulations. No guarantee can be given that
the necessary exploration and mining permits and licenses will be issued to SpinCo in a timely manner, or at all, or, if they
are issued, that they will be renewed, or that SpinCo will be in a position to comply with or can afford to comply with all
conditions that may be imposed.
Government regulations
SpinCo’s mining and mineral processing operations and exploration activities are subject to the laws and regulations of
federal, provincial, and local governments in the jurisdictions in which SpinCo operates. These laws and regulations are
extensive and govern prospecting, exploration, development, production, exports, taxes, labour standards, occupational
health and safety, waste disposal, toxic substances, environmental protection, mine safety and other matters. Compliance
with such laws and regulations increases the costs of planning, designing, drilling, developing, constructing, operating,
closing, reclaiming and rehabilitating mines and other facilities. New laws, regulations or taxes, amendments to current
laws, regulations or taxes governing operations and activities of mining corporations or more stringent implementation or
interpretation thereof could have a material adverse impact on SpinCo, cause a reduction in levels of production and delay
or prevent the development of new mining properties.
The Canadian mining industry is subject to federal and provincial environmental protection legislation. This legislation sets
high standards on the mining industry in order to reduce or eliminate the effects of waste generated by extraction and
processing operations and subsequently emitted into the air or water. Consequently, drilling, refining, extracting and milling
are all subject to the restrictions imposed by such legislation. In addition, the construction and commercial operation of a
mine typically entail compliance with applicable environmental legislation and review processes, as well as the obtaining
of permits, particularly for the use of the land, permits for the use of water, and similar authorizations from various
governmental bodies. Compliance with such laws and regulations increases the costs of planning, designing, drilling,
developing, constructing, operating and closing mines and other facilities.
All of SpinCo’s operations are subject to reclamation, site restoration and closure requirements. Costs related to ongoing
site restoration programs are expensed when incurred. SpinCo calculates its estimates of the ultimate reclamation liability
based on current laws and regulations and the expected future costs to be incurred in reclaiming, restoring and closing its
operating mine sites. It is possible that SpinCo’s estimates of its ultimate reclamation liability could change as a result of
possible changes in laws and regulations and changes in cost estimates.
Failure to comply with applicable laws and regulations may result in enforcement actions thereunder, and may include
corrective measures requiring capital expenditures, installation of additional equipment or remedial actions. Parties engaged
in mining operations may be required to compensate those suffering loss or damage by reason of the mining activities and
may become subject to civil or criminal fines or penalties for violations of applicable laws or regulations.
New or expanded environmental regulations, if adopted, or more stringent enforcement of existing laws and regulations,
could affect SpinCo’s projects or otherwise have a Material Adverse Effect on its operations. As a result, expenditures on
any and all projects, actual production quantities and rates and cash operating costs, among other things, may be materially
and adversely affected and may differ materially from anticipated expenditures, production quantities and rates, and costs,
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and estimated production dates may be delayed materially, in each case. Any such event would materially and adversely
affect SpinCo’s business, financial condition, results of operations and cash flows.
Indigenous rights
SpinCo conducts exploration programs on its properties, which are subject to Indigenous traditional land use. SpinCo, under
local laws and regulations, is committed to consult with the First Nations group about any impact of its potential rights or
claims, and traditional land use. This may potentially cause delays in making decisions or project start-ups. Further, there
is no assurance of favourable outcomes of these consultations. SpinCo may have to face potential adverse consequences
such as significant expenses on account of lawsuits and loss of reputation.
Key personnel
Production at SpinCo's mines and mine projects will be dependent on the efforts of SpinCo's employees and contractors.
Changes in the relationship between SpinCo and its employees or contractors may have a Material Adverse Effect on
SpinCo's business, results of operations and financial condition.
SpinCo will be also dependent upon key management personnel. The loss of the services of one or more of such key
management personnel could have a Material Adverse Effect on SpinCo. SpinCo's ability to manage its operating,
development, exploration and financing activities will depend in large part on the efforts of these individuals. SpinCo faces
significant competition for qualified personnel and SpinCo may not be able to attract and retain such personnel.
Competition
The mining industry is intensely competitive, and SpinCo will be in competition with other mining corporations for the
acquisition of interests in precious and other metal or mineral mining properties which are in limited supply. In the pursuit
of such acquisition opportunities, SpinCo will compete with other Canadian and foreign companies that may have
substantially greater financial and other resources. As a result of this competition, SpinCo may be unable to maintain or
acquire attractive mining properties on acceptable terms, or at all.
On a regular basis, SpinCo will evaluate potential acquisitions of mining properties and/or interests in other mining
corporations, which may entail certain risks.
Consistent with its growth strategy, SpinCo will evaluate the potential acquisition of advanced exploration, development
and production assets on a regular basis. From time to time, SpinCo may also acquire securities of or other interests in
corporations with whom SpinCo may complete acquisition or other transactions. These transactions involve inherent risks,
including, without limitation:
x

Accurately assessing the value, strengths, weaknesses, contingent and other liabilities and potential profitability
of acquisition candidates;

x

ability to achieve identified and anticipated operating and financial synergies;

x

unanticipated costs;

x

diversion of management attention from existing business;

x

potential loss of key employees or the key employees of any business SpinCo acquires;

x

unanticipated changes in business, industry or general economic conditions that affect the assumptions underlying
the acquisition; and

x

decline in the value of acquired properties, corporations or securities.

Any one or more of these factors or other risks could cause SpinCo not to realize the benefits anticipated to result from the
acquisition of properties or corporations, and could have a Material Adverse Effect on SpinCo’s ability to grow and,
consequently, on SpinCo’s financial condition and results of operations.
SpinCo will seek acquisition opportunities consistent with its acquisition and growth strategy, however, it may not be able
to identify additional suitable acquisition candidates available for sale at reasonable prices, to consummate any acquisition,
or to integrate any acquired business into its operations successfully. Acquisitions may involve a number of special risks,
circumstances or legal liabilities, some or all of which could have a Material Adverse Effect on SpinCo’s business, results
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of operations and financial condition. In addition, to acquire properties and corporations, SpinCo could use available cash,
incur debt, issue SpinCo Shares or other securities, or a combination of any one or more of these. This could limit SpinCo’s
flexibility to raise additional capital, to operate, explore and develop its properties and to make additional acquisitions, and
could further dilute and decrease the trading price of the SpinCo Shares. When evaluating an acquisition opportunity,
SpinCo cannot be certain that it will have correctly identified and managed the risks and costs inherent in the business that
it is acquiring.
At any given time, discussions and activities can be in the process on a number of initiatives, each at different stages of
development. Potential transactions may not be successfully completed, and, if completed, the business acquired may not
be successfully integrated into SpinCo’s operations. If SpinCo fails to manage its acquisition and growth strategy
successfully, it could have a Material Adverse Effect on its business, results of operations and financial condition.
Additional Capital
SpinCo plans to focus on exploring for minerals and will use its working capital to carry out such exploration. However,
the development and exploration of SpinCo’s properties may require substantial additional financing. Further exploration
and development of the Beaufor Mine and/or SpinCo’s other properties may be dependent upon its ability to obtain
financing through equity or debt, and there can be no assurance that it will be able to obtain adequate financing in the future
or that the terms of such financing will be favourable. Failure to obtain such additional financing could result in the delay
or indefinite postponement of further exploration and development of SpinCo’s projects.
IT systems security
SpinCo may be exposed to pilferage of private and sensitive data to deliberate cyber attacks or inadvertent loss of media,
such as loss of laptops, phones, etc. in public places. Furthermore, unauthorized access to confidential information would
have a negative effect on SpinCo's reputation, business, prospects, results of operations and financial condition. The systems
that are in place may not be enough to guard against loss of data due to the rapidly evolving cyber threats. SpinCo may be
required to increasingly invest in better systems, software, and use of consultants to periodically review and adequately
adapt and respond to dynamic cyber risks.
Asset valuation
SpinCo tests the valuation of its property, plant and equipment and exploration and evaluation assets when indications of
potential impairment or reversal of a previously recognized impairment are identified.
Management’s assumptions and estimates of future cash flows are subject to risks and uncertainties, particularly in market
conditions where higher volatility exists, and may be partially or totally outside of SpinCo's control. Therefore, it is
reasonably possible that changes could occur with evolving economic and market conditions, which may affect the fair
value of SpinCo’s property, plant and equipment and exploration and evaluation assets resulting in either an impairment
charge or reversal of impairment.
If SpinCo fails to achieve its valuation assumptions or if any of its property, plant and equipment, exploration and evaluation
assets or cash generating units have experienced a decline in fair value, an impairment charge may be required to be
recorded, causing a reduction in SpinCo's earnings.
Conversely, if there are observable indicators that any of its property, plant and equipment, exploration and evaluation
assets or cash generating units have experienced an increase in fair value, a reversal of a prior impairment may be required
to be recorded, causing an increase in SpinCo’s earnings.
Financial Risks
Stock price volatility
The market price of SpinCo Shares may fluctuate due to a variety of factors relating to SpinCo’s business, including the
announcement of expanded exploration, development and production activities by SpinCo and its competitors, gold price
volatility, exchange rate fluctuations, consolidations, dispositions, acquisitions and financing, changes or restatements in
the amount of SpinCo’s mineral resources, fluctuations in SpinCo’s operating results, sales of SpinCo Shares in the
marketplace, failure to meet analysts’ expectations, changes in quarterly revenue or earnings estimates made by the
investment community, speculation in the press or investment community about SpinCo’s strategic position, results of
operations, business or significant transactions and general conditions in the mining industry or the worldwide economy.
In addition, wide price swings are currently common in the markets on which SpinCo's securities trade. This volatility may
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adversely affect the prices of SpinCo Shares regardless of SpinCo's operating performance. The market price of SpinCo
Shares may experience significant fluctuations in the future, including fluctuations that are unrelated to SpinCo’s
performance. Securities class action litigation has often been brought against companies following periods of volatility in
the market price of their securities. SpinCo may in the future be the target of similar litigation. Securities litigation could
result in substantial costs and damages and divert management's attention and resources.
No Assurance of Listing of SpinCo Shares
The SpinCo Shares are not currently listed on any stock exchange. Although an application has been made to the TSX for
listing of the SpinCo Shares on the TSX, there is no assurance when, or if, the SpinCo Shares will be listed on the TSX or
on any other stock exchange. Until the SpinCo Shares are listed on a stock exchange, shareholders of SpinCo may not be
able to sell their SpinCo Shares. Even if a listing is obtained, ownership of SpinCo Shares will entail a high degree of risk.
Lack of Funding to Satisfy Contractual Obligations
SpinCo may in the future enter into partnerships or joint ventures in order to fully exploit the exploration and production
potential of its exploration assets. SpinCo may, in the future, be unable to meet its share of costs incurred under agreements
to which it is a party and SpinCo may have its property interests subject to such agreements reduced as a result or even face
termination of such agreements.
Stock dilution
Issuance of a substantial number of SpinCo Shares by SpinCo, for example, in connection with a potential acquisition or to
raise additional capital for operations, or to reduce indebtedness, or pursuant to existing agreements, or the availability of
a large number of SpinCo Shares that may be available for sale, could adversely affect the prevailing market prices for the
outstanding SpinCo Shares. A decline in the market price of the outstanding SpinCo Shares could impair SpinCo’s ability
to raise additional capital through the issuance of securities should SpinCo desire to do so.
Credit and capital markets
SpinCo may require funds for exploration and development of SpinCo’s Properties and continuing exploration projects that
may require substantial capital expenditures. In addition, a portion of SpinCo’s activities may be directed to the search and
exploration for new mineral deposits and their development. The availability of this capital is subject to general economic
conditions and lender and investor interest in SpinCo and its projects. SpinCo may be required to seek a continuation of the
current financial arrangements with its lenders and/or seek additional financing to maintain its capital expenditures at
planned levels. Financing may not be available when needed or, if available, may not be available on terms acceptable to
SpinCo or SpinCo may be unable to find a partner for financing. Failure to obtain any financing necessary for SpinCo's
capital expenditure plans may result in a delay or indefinite postponement of exploration, development or production on
any or all of SpinCo's Properties. In addition, there can be no certainty that SpinCo may be able to renew or replace its
current credit facility or debt financing on similar or favourable terms to SpinCo prior to, or upon, its maturity.
Dividends
SpinCo has no current plans to pay dividends on its SpinCo Shares. In the future, the SpinCo Board may declare dividends
according to its assessment of the financial position of SpinCo, taking into account its financing requirements for future
growth and other factors that the SpinCo Board may deem relevant in the circumstances.
Indemnified Liability Risk
Pursuant to the Arrangement Agreement, SpinCo has covenanted and agreed that, following the Effective Time, it will
indemnify each Indemnified Party from all losses suffered or incurred by an Indemnified Party as a result of or arising directly
or indirectly out of or in connection with any Indemnified Liability (as such term is defined in the Arrangement Agreement),
which includes:
(a)

a liability or obligation (other than any liability or obligation for Taxes) that, following the Effective
Time, (i) Monarch is legally or contractually obliged to pay but which was incurred or accrued prior to
the Effective Time in respect (but only in respect) of the SpinCo Assets (including the operations or
activities in connection therewith);

(b)

any liability or obligation for Tax which is payable to any Governmental Authority arising from, or in
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connection with: (i) the transaction contemplated under the SpinCo Conveyance Agreement, including
the transfer of the SpinCo Assets to, or the assumption of the SpinCo Liabilities by, SpinCo or any
subsidiary of SpinCo on or prior to the Effective Date; (ii) any transfer or distribution of the SpinCo
Assets that is completed in connection with the transaction referred to in (i) above; or
(c)

any liability or obligation for Tax, which is payable but not yet paid or reflected in the reserves in the
Monarch Annual Financial Statements, to any Governmental Authority and is imposed on, or is in
respect of, the SpinCo Assets and/or the SpinCo Liabilities, for or in respect of any taxable period (or
portion thereof) ending on or prior to the Effective Date, in each case, only to the extent that such Tax
is payable after Monarch has claimed the maximum amount of all credits, deductions, and other
amounts available to it (including any loss carry forwards) for its respective taxation year that includes
the transfer of SpinCo Assets to SpinCo; or

(d)

any liability or obligation for Tax, which is payable but not yet paid or reflected in the reserves in the
Monarch Annual Financial Statements, to any Governmental Authority in respect of the issuance of any
“flow-through shares” (as defined in subsection 66(15) of the Tax Act) completed prior to the Effective
Date.

SpinCo will remain liable under this indemnity for one year following the Effective Date, or until 30 days after the expiration
of the relevant statutory limitation period in respect of claims for taxes. Because of SpinCo’s limited financial
resources, any requirement to indemnify under these provisions could have a Material Adverse Effect on the ability of SpinCo
to carry out its business plan.
Litigation
SpinCo could be subject to litigation arising in the normal course of business and may be involved in legal disputes or
matters with other parties, including governments and their agencies, regulators and members of SpinCo’s own workforce,
which may result in litigation. The causes of potential litigation cannot be known and may arise from, among other things,
business activities, employment matters, including compensation issues, environmental, health and safety laws and
regulations, tax matters, volatility in SpinCo’s stock price, failure to comply with disclosure obligations or labour
disruptions at its mine sites. Regulatory and government agencies may initiate investigations relating to the enforcement of
applicable laws or regulations and SpinCo may incur expenses in defending them and be subject to fines or penalties in
case of any violation, and could face damage to its reputation in the case of recurring workplace incidents resulting in an
injury or fatality for which SpinCo is found responsible. The results and costs of litigation and investigations cannot be
predicted with certainty. If SpinCo is unable to resolve these disputes or matters favourably, this may have a material
adverse impact on SpinCo's financial performance, cash flows and results of operations.
Bankruptcy, liquidation or reorganization
In the event of a bankruptcy, liquidation or reorganization of SpinCo, holders of certain of its indebtedness and certain trade
creditors will generally be entitled to payment of their claims from the assets of SpinCo before any assets are made available
for distribution to the shareholders. The SpinCo Shares will be effectively subordinated to most of the other indebtedness
and liabilities of SpinCo.
Taxes and tax audits
SpinCo will be partly financed by the issuance of flow-through shares. However, there is no guarantee that the funds spent
by SpinCo will qualify as Canadian exploration expenses, even if SpinCo has committed to take all the necessary measures
for this purpose. Refusals of certain expenses by tax authorities could have negative tax consequences for investors or
SpinCo. In such an event, SpinCo will indemnify each flow-through share subscriber for the additional taxes payable by
such subscriber as a result of SpinCo's failure to renounce the qualifying expenditures as agreed.
SpinCo is subject to routine tax audits by various tax authorities. Tax audits may result in additional tax, interest and
penalties, which would negatively affect SpinCo’s financial condition and operating results. Changes in tax rules and
regulations or in the interpretation of tax rules and regulations by the courts or the tax authorities may also have a substantial
negative impact on SpinCo’s business.
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Going concern and insolvency
SpinCo’s financial statements will be prepared on a going concern basis, which assumes that SpinCo will be able to realize
its assets and discharge its liabilities in the normal course of business as they come due into the foreseeable future.
Conflicts of interest
Some of the directors and officers of SpinCo will be engaged as directors or officers of other corporations involved in the
exploration and development of mineral resources. Such engagement could result in conflicts of interest. Any decision
taken by these directors and officers and involving SpinCo will be in conformity with their duties and obligations to act
fairly and in good faith with SpinCo and these other corporations. Moreover, these directors and officers will declare their
interests and refrain from voting on any issue which could give rise to a conflict of interest.
Shareholder activism
Recently, there has been increased shareholder activism in the mining industry. Should an activist shareholder engage with
SpinCo, it could cause disruption to its strategy, operations and leadership organization, resulting in a material unfavourable
impact on the financial performance and longer-term value creation strategy of SpinCo.
Inadequate controls over financial reporting
NI 52-109 requires an annual assessment by management of the effectiveness of SpinCo's internal control over financial
reporting. SpinCo's failure to satisfy the requirements of NI 52-109 on an ongoing and timely basis could result in the loss
of investor confidence in the reliability of its financial statements, which in turn could harm SpinCo's business and
negatively impact the trading price of its SpinCo Shares or market value of its other securities. In addition, any failure to
implement required new or improved control(s), or difficulties encountered in their implementation could harm SpinCo's
operating results or cause it to fail to meet its reporting obligations. No evaluation can provide complete assurance that
SpinCo's internal control over financial reporting will detect or uncover all failures of persons within SpinCo to disclose
material information required to be reported. Accordingly, SpinCo’s management does not expect that its internal control
over financial reporting will prevent or detect all errors and all fraud. In addition, the challenges involved in implementing
appropriate internal control over financial reporting will increase and will require that SpinCo continue to improve its
internal control over financial reporting.
Public company obligations
As a publicly traded company, listed on the TSX or a recognised stock exchange, SpinCo will be subject to numerous laws,
including, without limitation, corporate, securities and environmental laws, compliance with which is both very time
consuming and costly. The failure to comply with any of these laws, individually or in the aggregate, could have a Material
Adverse Effect on SpinCo, which could cause a significant decline in SpinCo’s stock price.
Furthermore, laws applicable to SpinCo constantly change and SpinCo’s continued compliance with changing requirements
is both very time consuming and costly. SpinCo’s continued efforts to comply with numerous changing laws and adhere to
a high standard of corporate governance will increased general and administrative expenses and a diversion of management
time and attention from revenue-generating activities to compliance activities.
Sensitivity to general economic conditions
SpinCo’s business will be influenced by a variety of economic and business conditions (including inflation, interest rates,
exchange rates and access to debt and capital markets), as well as by monetary and regulatory policies. Deterioration in
economic conditions increase in interest rates or a decrease in consumer demand and/or a decrease in investment demand,
could have an adverse impact on SpinCo’s financial performance and condition, cash flows and growth prospects.
COVID-19
SpinCo may be impacted by risks related to COVID-19, which could significantly disrupt its operations and may have a
material and adverse effect on its business and financial conditions.
In December 2019, a new strain of coronavirus emerged in China and the virus has now spread to several other countries,
including Canada and the United States, and infections have been reported worldwide, resulting in a global pandemic. The
extent to which COVID-19 will affect SpinCo’s business, including its operations and the market for its securities, will
depend on developments, which are highly uncertain and cannot be predicted at this time, and include the duration, severity
and scope of the epidemic and the measures taken to contain or treat the coronavirus epidemic. Consequently, the continued
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spread of COVID-19 worldwide could have a significant and adverse impact on SpinCo's business, including employee’s
health, labour productivity, flow-through share obligations, increased insurance premiums, availability of experts and
industry personnel, restrictions on its drilling program and/or schedule for the processing of drill holes and other
metallurgical tests and other factors that will depend on future developments beyond SpinCo's control, which could have a
material and adverse effect on its business, financial condition and results of operations.
There can be no assurance that SpinCo’s personnel will be affected by these pandemic diseases and ultimately experience
reduced labour productivity or incur increased medical expenses/insurance premiums as a result of these health risks. In
addition, there can be no assurance that the funds set aside for exploration and evaluation from the flow-through share
issuances will be used by SpinCo to make qualified expenditures in accordance with the Income Tax Act (Canada) and the
Taxation Act (Québec) within the required timeframe if the COVID-19 pandemic continues and/or the Government of
Québec orders the suspension of SpinCo’s operations.
In addition, a significant outbreak of COVID-19 could result in a widespread global health crisis that could adversely affect
global economies and financial markets resulting in an economic slowdown that could adversely affect the demand for
precious metals and SpinCo’s future prospects.
INTEREST OF MANAGEMENT IN MATERIAL TRANSACTIONS
Certain directors and officers of Monarch have certain interests in connection with the Arrangement. See “The Arrangement
– Interests of Certain Persons in the Arrangement – Executive Officers” of the Circular.
Since SpinCo’s incorporation, no director, executive officer, or SpinCo Shareholder who beneficially owns, or controls or
directs, directly or indirectly, more than 10% of the outstanding SpinCo Shares, or any known associates or affiliates or
such persons, has or has had any material interest, direct or indirect, in any transaction or in any proposed transaction that
has materially affected or is reasonably expected to materially affect SpinCo other than Monarch in connection with
SpinCo’s incorporation (see in this Appendix F, “Corporate Structure and History”), the entering into of the Arrangement
Agreement (see in the Circular, “The Arrangement”), and the transfer of the SpinCo Assets to SpinCo in connection with
the Arrangement (see in this Appendix F, “Description of the Business”). See also in this Appendix F, “Material Contracts”
below.
The proposed directors and officers of SpinCo are also currently directors and officers of Monarch. See in the Circular
“The Arrangement”.
MATERIAL CONTRACTS
The only material Contract entered into by SpinCo, other than in the ordinary course of business, since the date of
incorporation of SpinCo or to be entered into in connection with the Arrangement is the SpinCo Conveyance Agreement
(see in this Appendix F, “Description of the Business —Acquisition of the SpinCo Assets”).
A copy of the SpinCo Conveyance Agreement will be available for inspection by Monarch Shareholders at the registered
office of Monarch at 68, Avenue de la Gare, Suite 205, Québec, Québec, J0R 1R0 during normal business hours prior to
the Meeting. Following completion of the Arrangement, the SpinCo Conveyance Agreement will be filed electronically
with regulators by SpinCo and will be available for public viewing under SpinCo’s profile on SEDAR at www.sedar.com.
AUDITORS, TRANSFER AGENT AND REGISTRAR
The auditors of SpinCo are KPMG LLP, Chartered Professional Accountants, 600 de Maisonneuve Blvd., West, Suite
1500, Montreal, Quebec, H3A 0A3. The registrar and transfer agent of SpinCo is expected to be Computershare Investor
Services Inc. at its principal office in the city of Toronto, Ontario.
LEGAL MATTERS
There are no legal proceedings or regulatory actions involving SpinCo or its properties as at the date of the Circular, and
SpinCo knows of no such proceedings or actions currently contemplated.

F-42

INTERESTS OF EXPERTS
Carl Pelletier, P. Geo., Laurent Roy, Eng., Catherine Jalbert, P. Geo. and Guillaume Noël, Eng., each of them from
InnovExplo (Val-d’Or, Québec), Geneviève Auger, Eng. from InnovExplo (Longueuil, Québec) and Gail Amyot, Eng.
from InnovExplo (Québec, Québec) have acted as “qualified persons” within the meaning of NI 43-101 on the Beaufor
Technical Report related to the Beaufor Property contained in this Appendix F. To SpinCo’s knowledge, each of the
foregoing firms or persons beneficially owns, directly or indirectly, less than 1% of the issued and outstanding Monarch
Shares.
The technical and scientific information contained in this Appendix F, including in respect of the Beaufor Mine, was
reviewed and approved in accordance with NI 43-101 by Marc-André Lavergne, P.Eng., Vice President, Operations and
Community Relations of Monarch and a “Qualified Person” as defined in NI 43-101. To SpinCo’s knowledge,
Mr. Lavergne beneficially owns, directly or indirectly, less than 1% of (i) the issued and outstanding Monarch Shares; and
(ii) the issued and outstanding SpinCo Shares.
As of the date of the Circular, KPMG LLP are the auditors of SpinCo and they are independent with respect to SpinCo
within the meaning of the relevant rules and related interpretations prescribed by the relevant bodies in Canada. All tax
related matters relating to the Arrangement have been passed upon by KPMG LLP.
Except for tax related matters, certain other legal matters relating to the Arrangement are to be passed upon Stein Monast
LLP on behalf of SpinCo. Based on security holdings as of the date of the Circular, the partners and associates of Stein
Monast LLP will hold less than 1% of the SpinCo Shares on the Effective Date.
Other than as described above, none of the aforementioned persons or companies, nor any director, officer or employee of
any of the aforementioned persons or companies, is or is expected to be elected, appointed or employed as a director, officer
or employee of SpinCo or of any associate or affiliate of SpinCo.
PROMOTER
Monarch, the sole shareholder of SpinCo as at the date of this Circular, may be considered to be a promoter of SpinCo within
the meaning of relevant Canadian securities legislation. As of the date hereof, Monarch beneficially owns or exercises
control or direction over one SpinCo Share, comprising 100% of all issued and outstanding SpinCo Shares as of the date
hereof. Following completion of the Arrangement, the Initial SpinCo Share held by Monarch will be cancelled without any
payment therefor and Monarch will be removed from the register of holders of SpinCo Shares. See in this Appendix F,
“Principal Shareholders of SpinCo”.
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SCHEDULE I
SPINCO’S COMBINED CARVE-OUT FINANCIAL STATEMENTS
See attached.
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COMBINED CARVE-OUT FINANCIAL STATEMENTS

MONARCH MINING SPINCO
68 AVENUE DE LA GARE, SUITE 205
SAINT-SAUVEUR (QUÉBEC) J0R 1R0
TEL. : 1-888-994-4465
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KPMG LLP
600 de Maisonneuve Blvd. West
Suite 1500, Tour KPMG
Montréal (Québec) H3A 0A3
Canada

Telephone
Fax
Internet

(514) 840-2100
(514) 840-2187
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Monarch Gold Corporation

Opinion
We have audited the combined carve-out financial statements of Monarch Mining SpinCo
(the "Entity"), which comprise:
x

the combined carve-out statements of financial position as at June 30, 2020, June 30, 2019,
June 30, 2018 and July 1, 2017

x

the combined carve-out statements of earnings (loss) and other comprehensive earnings (loss)
for the years ended June 30, 2020, June 30, 2019 and June 30, 2018

x

the combined carve-out statements of changes in owner’s invested equity for the years ended
June 30, 2020, June 30, 2019 and June 30, 2018

x

the combined carve-out statements of cash flows for the years ended June 30, 2020, June 30,
2019 and June 30, 2018

x

and notes to the combined carve-out financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the "financial statements").
In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at June 30, 2020, 2019, 2018 and July 1, 2017, and its financial
performance and its cash flows for the years ended June 30, 2020, 2019 and 2018 in accordance
with International Financial Reporting Standards ("IFRS").

Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the "Auditors’ Responsibilities for
the Audit of the Financial Statements" section of our auditors’ report.
We are independent of the Entity in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada and we have fulfilled our other ethical responsibilities in
accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Emphasis of Matter - Basis of Preparation
We draw attention to Note 2 b) to the financial statements which describes the basis of preparation
used in these financial statements and the purpose of the financial statements.
Our opinion is not modified in respect of this matter.

© 2020 KPMG LLP, an Ontario limited liability partnership and a member firm of the KPMG global organization of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Other Information
Management is responsible for the other information. Other information comprises:
x

the information included in Management’s Discussion and Analysis.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit and remain alert for
indications that the other information appears to be materially misstated.
We obtained the information included in Management’s Discussion and Analysis as at the date of this
auditors’ report. If, based on the work we have performed on this other information, we conclude that
there is a material misstatement of this other information, we are required to report that fact in the
auditors’ report.
We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Entity’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Entity or to
cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Entity’s financial reporting
process.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit.
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We also:
x

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

x

Obtain an understanding of internal control relevant to the audit 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.

x

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

x

Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Entity's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditors’ report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Entity to
cease to continue as a going concern.

x

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

x

Communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

x

Provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

x

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the group Entity to express an opinion on the financial statements. We
are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

Montréal, Canada
November 23, 2020
*CPA auditor, CA, public accountancy permit No. A122264
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MONARCH MINING SPINCO
COMBINED CARVE-OUT STATEMENTS OF FINANCAL POSITION

NOTES
ASSETS
CURRENT ASSETS
Cash and cash equivalents
Commodity taxes and other
receivables
Balance of sale
Inventory
Prepaid expenses and deposits

5
4

NON-CURRENT ASSETS
In trust deposits
Property, plant and equipment
Mining properties
Exploration and evaluation assets

10
5
6
7

LIABILITIES
CURRENT LIABILITIES
Trade and other payables
Current portion of long-term debt
Contract liabilities
NON-CURRENT LIABILITIES
Long-term debt
Deferred grant
Royalty buy-back option
Deferred income taxes and mining
taxes
Asset retirement obligations
Total liabilities
EQUITY
Owner’s net investment

8

8
9
21
10

SEPTEMBER 30,
2020
(UNAUDITED)
$

JUNE 30,
2020
$

JUNE 30,
2019
$

JUNE 30,
2018
$

JULY 1,
2017
$

283,813

209,472

246,712

1,896,863

560,695

2,122,006
2,000,000
1,192,204
323,435
5,921,458

240,032
2,000,000
1,193,864
381,484
4,024,852

439,525
–
2,272,430
424,213
3,382,880

916,153
–
2,638,168
324,861
5,776,045

244,021
–
–
108,678
913,394

1,281,929
13,282,108
8,903,262
14,319,089
37,786,388
43,707,846

2,556,236
13,232,676
8,562,203
14,158,758
38,509,873
42,534,725

2,665,522
832,371
–
3,497,893

2,788,544
3,747,573
–
6,536,117

3,051,979
784,257
–
3,836,236

6,637,520
2,066,647
1,247,200
9,951,367

459,770
241,818
–
701,588

889,767
–
1,387,642

2,255,135
–
1,343,792

5,812,483
–
–

5,852,507
179,328
–

3,232,982
394,781
–

2,292,929
4,846,396
9,416,734
12,914,627

2,267,276 2,096,247 1,284,262
4,691,655 4,629,891 4,134,683
10,557,858 12,538,621 11,450,780
17,093,975 16,374,857 21,402,147

872,857
2,734,993
7,235,613
7,937,201

30,793,219
43,707,846

25,440,750 23,085,800 15,214,398 10,249,353
42,534,725 39,460,657 36,616,545 18,186,554

2,538,871 3,014,876 2,221,535
12,782,569 12,702,442 7,423,734
7,666,512 7,108,262 2,843,889
13,089,825 8,014,920 4,784,002
36,077,777 30,840,500 17,273,160
39,460,657 36,616,545 18,186,554

The accompanying notes are an integral part of the combined carve-out financial statements
On behalf of the Board:
‘Jean-Marc Lacoste’, Director

‘Michel Bouchard’, Director
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MONARCH MINING SPINCO
COMBINED CARVE-OUT STATEMENTS OF NET EARNINGS (LOSS) AND COMPREHENSIVE INCOME

Revenue
Cost of sales
Gross margin
Administration
Care and maintenance
Exploration
Operating (loss) earnings
Finance income
Finance expense
Gain (loss) on foreign exchange
Gain on disposal
Other income related to flowthrough shares
(Loss) earnings before taxes
Current mining taxes
Deferred mining taxes
Net (loss) earnings and
comprehensive (loss) income

QUARTER ENDED QUARTER ENDED
SEPTEMBER 30, SEPTEMBER 30, YEAR ENDED YEAR ENDED YEAR ENDED
JUNE 30,
JUNE 30,
JUNE 30,
2020
2019
(UNAUDITED)
(UNAUDITED)
2020
2019
2018
NOTES
$
$
$
$
$
14
–
3,160,155 6,655,313 20,768,083 23,913,567
15
–
1,791,234 3,675,682 19,389,065 24,788,510
–
1,368,921 2,979,631 1,379,018
(874,943)
16
17

18
5

466,477
324,933
1,091,599
(1,883,009)
68,050
(137,099)
176,027
11,890
44,285
(1,719,856)

21
21

–
25,653
25,653
(1,745,509)

549,695
596,069
–
223,157

1,820,841 3,781,486 3,383,205
2,332,816
312,114
–
99,042
– 1,098,900
(1,273,068) (2,714,582) (5,357,048)

1,919
6,451
(161,423) (338,663)
(50,128) (137,023)
– 3,647,356
79,076
92,601

370,514
2,275,567

25,905
39,805
65,710

68,000
171,029
239,029

26,891

2,036,538

7,470
(23,036)
(5,136)
–

6,591
(94,201)
28,250
–

1,717,668 1,034,825
(1,017,616) (4,381,583)
171,107
811,985
983,092

194,517
963,421
1,157,938

(2,000,708) (5,539,521)

The accompanying notes are an integral part of the combined carve-out financial statements
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MONARCH MINING SPINCO
COMBINED CARVE-OUT STATEMENTS OF CHANGES IN OWNER’S INVESTED EQUITY

Balance as at July 1, 2017
Movement in funding
Share-based payments
Net loss and comprehensive loss
Balance as at June 30, 2018
Movement in funding
Share-based payments
Net loss and comprehensive loss
Balance as at June 30, 2019
Movement in funding
Share-based payments
Net earnings and comprehensive income
Balance as at June 30, 2020
Movement in funding
Share-based payments
Net loss and comprehensive loss
Balance as at September 30, 2020
(unaudited)

FUNDING BY MONARCH
GOLD CORPORATION
$
10,249,353
10,379,716
124,850
–
20,753,919
9,664,522
207,588
–
30,626,029
139,080
179,332
–
30,944,441
7,015,246
82,732
–

OWNER’S NET

NET EARNINGS (LOSS)
$
–
–
–
(5,539,521)
(5,539,521)
–
–
(2,000,708)
(7,540,229)
–
–
2,036,538
(5,503,691)
–
–
(1,745,509)
(7,249,200)

38,042,419

30,793,219

INVESTMENT

$
10,249,353
10,379,716
124,850
(5,539,521)
15,214,398
9,664,522
207,588
(2,000,708)
23,085,800
139,080
179,332
2,036,538
25,440,750
7,015,246
82,732
(1,745,509)

The accompanying notes are an integral part of the combined carve-out financial statements
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MONARCH MINING SPINCO
COMBINED CARVE-OUT STATEMENTS OF CASH FLOWS

NOTES
Operating activities
Net (loss) earnings for the period
Adjustments for:
Change in contract liabilities
Depreciation
Share-based compensation
Accretion expense related to the buy-back
option
Accretion expense on asset retirement
obligations
Interest on lease liabilities
Financial expense
Other income related to flow-through shares
Unrealized loss (gain) on foreign exchange
Other income
Cost of modifying the terms of a balance of
purchase price
Current and deferred mining taxes
Change in non-cash operating working capital
Financing activities
Change in net investment from Monarch
Proceeds from contract liabilities
Repayment of balance of purchase price
Repayment of lease liabilities
Investing activities
Receipt (payment) of in trust deposits
Acquisition of property, plant and equipment
Disposition of property, plant and equipment
Acquisition of mining properties
Cash received from a business acquisition
Disposal of royalties
Additions to exploration and evaluation assets
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

QUARTER ENDED QUARTER ENDED
SEPTEMBER 30, SEPTEMBER 30,
2020
2019
(UNAUDITED)
(UNAUDITED)
$
$
(1,745,509)

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

26,891

2,036,538

(2,000,708)

(5,539,521)

(1,247,200)
910,672
207,588

(3,741,600)
1,303,985
124,850

7
11

–
20,539
82,732

–
19,319
68,604

–
62,072
179,332

9

43,850

–

28,460

10
8

15,381
1,663
–
(44,285)
(154,612)
–

8
5
8
21
19

8
8

10
5
6
5
7

15,380
61,764
2,319
16,881
–
130,829
(79,076)
(370,514)
49,125
170,899
– (3,647,356)

–

–

76,512
39,115
–
(1,717,668)
(31,148)
–

55,556
46,762
–
(1,034,825)
61,080
–

191,379
983,092
(2,612,402)
(5,200,768)

–
1,157,938
3,469,233
(4,096,542)

–
25,653
(1,916,995)
(3,671,583)

–
65,710
(734,065)
(565,793)

–
239,029
194,851
(897,215)

7,059,531
–
(4,143,637)
(24,883)
2,891,011

955,292
–
–
(114,125)
841,167

(201,906) 11,211,083
7,673,553
–
–
4,988,800
(400,000) (1,724,832)
–
(384,257)
(466,484)
(357,528)
(986,163) 9,019,767 12,304,825

1,274,307
–
–
(160,800)
–
–
(258,594)
854,913
74,341
209,472

–
(33,230)
–
–
–
–
(225,960)
(259,190)
16,184
246,712

(17,365)
(125,590)
–
(78,980)
–
3,000,000
(931,927)
1,846,138
(37,240)
246,712

283,813

262,896

209,472

476,005
(82,625)
409,108
(282,233)
–
–
(5,989,405)
(5,469,150)
(1,650,151)
1,896,863
246,712

(793,341)
(3,427,366)
4,800
(966,384)
961,787
–
(2,651,611)
(6,872,115)
1,336,168
560,695
1,896,863

Other cash flow information (Note 19).
The accompanying notes are an integral part of the combined carve-out financial statements.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
1. NATURE OF OPERATIONS AND INTRODUCTION TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
The Combined Carve-out Financial Statements of Monarch Mining SpinCo (“SpinCo” or the “Entity”) are being
prepared as part of a proposed plan of arrangement (the “Arrangement”) involving Monarch Gold Corporation
(“Monarch”) and Yamana Gold Inc. (“Yamana”) pursuant to which Yamana will ultimately acquire the Wasamac
property and the Camflo property and mill through the acquisition of all of the outstanding shares of Monarch.
Monarch, incorporated on February 16, 2011, under the Canada Business Corporations Act, is engaged in the
exploitation and exploration of mining properties. Its shares trade on the Toronto TSX under the symbol MQR.
Its activities are in Canada. The address of the Monarch’s head office is 68, avenue de la Gare, Suite 205,
Saint-Sauveur, Québec, Canada J0R 1R0 and its website is www.monarquesgold.com.
Under the Arrangement, Monarch will first complete a spin-out to its shareholders, through a newly formed
company, Monarch Mining Corporation, that will hold the assets and liabilities that will not be sold to Yamana,
and which will comprise the following:
i.

ii.

The Beaufor mine, the McKenzie Break property, the Croinor Gold property, the Swanson property and
the Beacon Gold mill and property and all assets and liabilities related to these properties (collectively
the “Transferred Assets”); and
A net cash amount of $14 million.

Accordingly, these Combined Carve-out Financial Statements of SpinCo comprise the activities of the
Transferred Assets. SpinCo historically did not exist as a separate legal and reporting group and no separate
financial statements were therefore prepared.
The Entity has historically incurred operating losses and cash outflows related to the operation, exploration and
development of its properties. To date, the Entity has financed its activities mainly through funding provided by
Monarch. The Entity's ability to ultimately achieve operating income in the future depends on the ability to
develop its mining properties and achieve commercial production, and on its ability to raise additional funding
to finance its operations.
The Entity believes that it has sufficient liquidity to meet its obligations over the next 12 months with the support
of Monarch. In addition, under the Arrangement, the Entity will have net cash of $14 million at closing. Also,
after closing of the Arrangement, the Entity's business plan anticipates raising additional funds in the near-term
to pursue the development of its projects. There can be no assurance that the Entity will be able to obtain
financing in the future, and there can be no assurance that such financing sources or initiatives will be available
to the Entity or that they will be available on terms acceptable to the Entity.
In June 2019, the Entity temporarily suspended the operations of the Beaufor mine, which was placed in care
and maintenance.

COMBINED CARVE-OUT FINANCIAL STATEMENTS
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT
A) STATEMENT OF COMPLIANCE
The Combined Carve-out Financial Statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”). The Combined Carve-out Financial Statements for the three months
ended September 30, 2020 and 2019 and for the years ended June 2020, June 2019 and June 2018 have
been derived from the consolidated financial statements of Monarch, which have also been prepared in
accordance with IFRS as adopted by the International Accounting Standards Board (“IASB”).
As SpinCo has not previously prepared stand-alone financial statements, these Combined Carve-out
Financial Statements are the first IFRS financial statements of SpinCo in which IFRS 1, First-time Adoption of
International Financial Reporting Standards has been applied. IFRS 1 sets out the procedures that an entity
must follow when it adopts IFRS for the first time as the basis for preparing its general purpose financial
statements. SpinCo’s date of transition to IFRS is July 1, 2017 (the “Transition Date”). As a first-time adopter,
SpinCo has applied the following exemption:
Leases (IFRS 1.D9-D9E)
x
x
x
x

Assessed whether a contract existing at Transition Date contains a lease on the basis of facts and
circumstances existing at Transition Date;
The Entity measured its lease liability at the present value of the remaining lease payments, discounted
using the lessee's incremental borrowing rate at the Transition Date;
Measured a right-of-use asset at the Transition Date an amount equal to the lease liability; and
Applied IAS 36 to right-of-use assets at the Transition Date.

Since SpinCo did not previously prepare Combined Carve-out Financial Statements, it does not have any
previous GAAP for purposes of the Combined Carve-out Financial Statements, and therefore SpinCo is not
required to present reconciliations as per IFRS 1.
The accounting policies applied in these Combined Carve-out Financial Statements are based on IFRS issued
and in effect at the reporting date. On November 23, 2020, the Board of Directors of Monarch approved
the Combined Carve-out Financial Statements.

B) BASIS OF PREPARATION AND MEASUREMENT
The Combined Carve-out Financial Statements have been prepared on a “combined carve-out basis” from
the Monarch consolidated financial statements for the purpose of presenting the historical financial
position, financial performance and cash flows of SpinCo on a stand-alone basis. The accounting policies
applied in the Combined Carve-out Financial Statements are, to the extent applicable, consistent with
accounting policies applied in the Monarch consolidated financial statements, and as a result, reflect the
carrying amounts that are included in Monarch’s consolidated financial statements.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
B) BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
In determining the perimeter of the Combined Carve-out Financial Statements, the activities related to the
Transferred Assets were considered to include the operations of SpinCo carried out through Monarch
directly as well as through legal entities of Monarch that were dedicated to SpinCo:
Legal entities related to SpinCo
x
x
x
x

X-Ore Resources Inc. (which includes Croinor Gold Property)
Beacon Gold mill Inc.
Louvem Mines Inc.
11306448 Canada Inc. (collectively the “SpinCo Entities”)

Monarch operations related to SpinCo
x
x
x

Swanson Mining Property
McKenzie Break Mining Property
Beaufor Mine (collectively the “SpinCo Operations”)

In the Combined Carve-out Financial Statements of SpinCo, all intercompany balances and transactions
between the SpinCo Entities and the SpinCo Operations have been eliminated. The transactions and
balances with the remaining Monarch operations that are not part of these Combined Carve-out financial
statements have not been eliminated. For details of such transactions refer to Note 20 – Related party
transactions.
The Combined Carve-out Financial Statements have been prepared on a historical basis except for sharebased compensation which are measured in accordance with IFRS 2, Share-Based Payment.
The Combined Carve-out Financial Statements present the assets, liabilities, revenue, expenses and cash
flows attributable to SpinCo for the three months ended September 30, 2020 and 2019 and for the years
ended June 2020, June 2019 and June 2018, and include allocations of certain transactions and balances.
Management believes the allocation assumptions applied in the Combined Carve-out Financial Statements
to be a reasonable reflection of the utilization of services provided by Monarch. However, different
allocation assumptions could have resulted in different outcomes. The allocations are therefore not
necessarily representative of the financial position, financial performance or cash flows that would have
been reported if SpinCo operated on its own or as an entity independent from Monarch during the periods
presented.
Management believes the basis of preparation described above results in the Combined Carve-out Financial
Statements reflecting the assets and liabilities associated with the proposed spin-out of the Transferred
Assets and reflects costs associated with the functions that would be necessary to operate independently.
However, as SpinCo did not operate as a stand-alone entity during the periods presented, the Combined
Carve-out Financial Statements may not be indicative of SpinCo’s future performance.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
B) BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
Corporate Expenses
Management has allocated expenses for certain corporate functions including costs related to executive
oversight, finance and accounting, treasury, tax, legal, procurement, human resources and other central
support services. SpinCo received services and support functions from Monarch. SpinCo operations were
dependent upon Monarch’s ability to perform these services and support functions. Estimated corporate
expenses related to SpinCo operations were allocated based on estimated activity levels compared to
Monarch’s consolidated financial statements. The expenses allocated are not necessarily indicative of the
expenses that would have been incurred if SpinCo had performed the functions as a stand-alone entity, nor
are they indicative of expenses that will be incurred in the future.
Flow-through shares
Canadian tax legislation allows an entity to issue securities to investors whereby the deductions for tax
purposes relating to resource expenditures may be claimed by the investors and not by the Company. These
securities are referred to as flow-through shares. Monarch finances a portion of its exploration programs
with flow-through shares. When tax deductions are renounced, the entity records a deferred tax liability
with a corresponding charge to income tax expense when expenditures are incurred and capitalized. At the
same time, the liability related to flow-through shares would be reduced, with a corresponding increase to
income.
Management has allocated income related to flow-through shares based on exploration and evaluation
expenses incurred on each mining properties. This income is not necessarily indicative of the income that
would have been incurred if SpinCo had issued flow-through shares as a stand-alone entity, nor is it
indicative of income that will be earned in the future.
Share-Based Payments
Certain employees, officers, directors and consultants of Monarch performing services for SpinCo received
share options to purchase Monarch common shares. The Combined Carve-out Financial Statements
includes an allocation of expenses associated with share-based payments related to the performance of
these services in SpinCo. These costs related to SpinCo operations have been allocated based on estimated
activity levels compared to Monarch’s consolidated financial statements.
Income Taxes
For the purpose of the Combined Carve-out Financial Statements, income taxes are computed and reported
using the stand-alone tax return method. The resulting deferred tax assets and liabilities are accounted for
using the asset and liability approach. This involves estimating actual current tax exposures and assessing
temporary and permanent differences resulting from differing treatment of items, such as reserves and
accruals, for tax and accounting purposes.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
B) BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
Management considers the stand-alone tax return method to be reasonable, but it does not necessarily
lead to the tax result that would have been incurred if the SpinCo Entities and SpinCo Operations were
stand-alone taxable entities. The stand-alone taxable entities assumption implies that current and deferred
taxes of the SpinCo Entities and SpinCo Operations are calculated separately and any resulting deferred tax
assets are evaluated for utilization following this assumption.
Owner’s Net Investment and Funding Structure
Monarch utilizes a central approach for the funding of its operations. As a contractual obligation to deliver
cash or other financial assets in relation to the funding to or from other Monarch entities did not exist
during the historical periods presented and the balances will not be settled with SpinCo’s own equity
instruments, all balances with Monarch are presented as Owner’s net investment in the Combined Carveout Financial Statements.
Amounts for cash and debt are reflected in the Combined Carve-out Financial Statements only for the
activities of SpinCo that operated or existed in separate dedicated SpinCo entities, during the period of the
Combined Carve-out Financial Statements. For all other activities, cash and debt balances with Monarch
have been presented as part of Owner’s net investment. The funding structure is therefore not necessarily
representative of the financing that would have been reported if SpinCo operated on its own or as an entity
independent from Monarch during the periods presented, nor is it indicative of the financing that may arise
in the future.
Earnings Per Share
The information on earnings per share for SpinCo pursuant to IAS 33 has not been presented as the
combined entities do not form a group and, as such, SpinCo has no historical capital structure.

C) FUNCTIONAL AND PRESENTATION CURRENCY
These Combined Carve-out Financial Statements are presented in Canadian dollars, which is the Entity's
functional currency.

D) OPERATING SEGMENTS
The Entity operates in one operating segment, the exploitation and exploration of mining properties. All of
the Company’s assets are located in Quebec, Canada.

E) USE OF ESTIMATES AND JUDGMENTS
The preparation of the Combined Carve-out Financial Statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from
these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised and in any future periods affected.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
E) USE OF ESTIMATES AND JUDGMENTS (CONTINUED)
Information about assumptions and estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year are described below:
i)

Mineral reserves and resources
Key sources of estimation uncertainty
Mineral reserves and resources have been estimated by qualified persons as defined in accordance
with Canadian Securities Administrators’ National Instrument 43-101 Standards of Disclosure for
Mineral Projects requirements. Mineral reserve and resource estimates include numerous
uncertainties and depend heavily on geological interpretations and statistical inferences drawn from
drilling and other data and require estimates of the future price for the commodity and the future cost
of operations. The mineral reserve and resource estimates are subject to uncertainty and actual results
may vary significantly from these estimates. Results from drilling, testing and production, as well as
material changes in metal prices and operating costs subsequent to the date of an estimate, may justify
revision of such estimates.
A number of accounting estimates, as described in the relevant accounting policy notes, are impacted
by the mineral reserves and resources estimates:
x

x
x
ii)

Exploration and evaluation of mineral resources and determination of technical feasibility and
commercial viability. The application of the Entity’s accounting policy for exploration and
evaluation expenditures requires judgment in determining whether future economic benefits may
be realized, which are based on assumptions about future events and circumstances.
Impairment and reversal of impairment analysis of non-financial assets including evaluation of
estimated future cash flows of cash-generating units (“CGU”).
Estimates of the outlays and their timing for asset retirement obligations.

Impairment and reversal of impairment assessment of non-financial assets
Key sources of estimation uncertainty
Management’s assumptions and estimates of future cash flows used in the Entity’s impairment
assessment of non-financial assets are subject to risk and uncertainties, particularly in market
conditions where higher volatility exists, and may be partially or totally outside of the Entity’s control.
If an indication of impairment or reversal of a previous impairment charge exists, an estimate of the
CGU’s recoverable amount is calculated. The recoverable amount is based on the higher of fair value
less costs of disposal (“FVLCD”) and value-in-use (“VIU”) using a discounted cash flow method taking
into account assumptions that would be made by market participants, unless there is a market price
available based on a recent purchase or sale of a mine. Cash flows cover periods up to the date that
mining is expected to cease, which depends on a number of variables including recoverable mineral
reserves and resources, expansion plans and the forecasted selling prices for such production.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
E) USE OF ESTIMATES AND JUDGMENTS (CONTINUED)
ii)

Impairment and reversal of impairment assessment of non-financial assets (continued)
Judgments made in relation to accounting policies
Both internal and external sources of information are required to be considered when determining
whether there is any indication of impairment or that a previous impairment has reversed. Judgment
is required around adverse changes in the business climate which may be indicators for impairment
such as a significant decline in the asset’s market value, decline in resources and/or reserves as a result
of geological re-assessment or change in timing of extraction of resources and/or reserves which would
result in a change in the discounted cash flow obtained from the site, and lower metal prices or higher
input cost prices than would have been expected since the most recent valuation of the site. Judgment
is also required when considering whether significant positive changes in any of these items indicate a
previous impairment may have reversed.
Judgment is required to determine whether there are indications that the carrying amount of an
exploration project is unlikely to be recovered in full by the successful development of the project or
by sale. Judgment is also required when considering whether significant positive changes might
indicate a reversal of a previous impairment of exploration and evaluation.

iii) Provisions and recognition or not of a liability for loss contingencies
Judgments made in relation to accounting policies
Judgments are required to determine if a present obligation exists at the end of the reporting period
and by considering all available evidence, including the opinion of experts. The most significant
provisions that require judgment to determine if a present obligation exists are asset retirement
obligations (“AROs”). This includes assessment of how to account for obligations based on the most
recent closure plans and environmental regulations.
Key sources of estimation uncertainty
Provisions related to present obligations, including AROs, are management’s best estimate of the
amount of probable future outflow, expected timing of payments, and discount rates.
iv) Royalty buy-back option
Judgments made in relation to accounting policies
Management exercised its judgment in evaluating the appropriate accounting treatment for the sale
of the Beaufor property royalty and the allocation of the proceeds between the property, plant and
equipment disposed of and the royalty buy-back option. The Entity reviewed the specific terms of the
agreement to determine whether it had disposed of an interest in the reserves and resources of the
Beaufor property. The evaluation considered the rights attributed to the counterparty and the risks
and rewards associated with it during the life of the transaction.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION AND MEASUREMENT (CONTINUED)
E) USE OF ESTIMATES AND JUDGMENTS (CONTINUED)
v)

Basis of allocation
Estimates made in relation to the allocation of assets, liabilities, revenue and expenses share with other
Monarch’s activities
The nature of the Combined Carve-out Financial Statements requires management to make estimates
of a reasonable allocation for assets, liabilities, revenue and expenses shared with other Monarch
activities. These allocations were performed in a manner deemed reasonable by management and are
explained above in Note 2 B). Different allocation assumptions could have resulted in different
outcomes.
The basis of allocation is therefore not necessarily representative of the assets, liabilities, revenue or
expenses that would have been reported if SpinCo operated on its own or as an entity independent
from Monarch during the periods presented, nor is it indicative of the assets, liabilities, revenue or
expenses that may arise in the future.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all years presented in these Combined
Carve-out Financial Statements, unless otherwise indicated.

A) FOREIGN CURRENCY TRANSLATION
These Combined Carve-out Financial Statements are presented in Canadian dollars, which is the functional
currency of the Entity and all SpinCo Entities and SpinCo Operations. The functional currency has remained
unchanged during the reporting periods. Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the date of the transaction. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the remeasurement of monetary items
at the exchange rate at the end of the reporting period are recognized in the consolidated statement of net
earnings (loss) and comprehensive income (loss) under “gain on foreign exchange.” Non-monetary items
measured at historical cost are translated using the exchange rate at the transaction date (not retranslated).
Non-monetary items measured at fair value are translated at the exchange rate at the date when fair value
was determined.

B) REVENUE RECOGNITION
Revenue consists of sales of precious metals (gold and silver).
Precious metals revenue is recorded based on the contract or spot price and is recorded when the goods
are physically delivered. At this point in time, the Entity carries out its performance obligation by
transferring control of the metals to its clients. Revenue from gold and silver sales is recorded based on the
contract price.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C) MINING PROPERTIES AND DEVELOPMENT COSTS
The Entity may own interests in mining properties in different forms, including prospecting permits,
exploration and mining concessions, mining leases and surface rights. The Entity capitalizes, as mining
properties, payments made in the process of acquiring legal title to such properties.
At the time of the exploration phase, the Entity capitalizes exploration and evaluation costs. Exploration
and evaluation costs include expenses associated with geological and geophysical studies, expenses related
to initial exploration activities for deposits with economic potential such as exploration drilling, sampling
and activities related to the assessment of the technical feasibility and commercial viability of mineral
resource exploration.
Mining property acquisition costs and development costs are recognized at cost. Mine development costs
incurred to increase mining capacity, explore new mineral deposits or develop mining areas before
production is possible are capitalized.. Pre-production expenses incurred before the mine can be mined as
planned by management are capitalized. Borrowing costs related to qualifying assets are capitalized and
incorporated in mine development costs while construction and development of the property continues.
Any proceeds from metal sales received during a project’s development and commissioning phase are
recorded against capitalized expenses. The development and commissioning phase ends when commercial
production commences.
Beginning of the development phase
The Entity evaluates the potential of each project to determine when it should progress from the
exploration and evaluation phase to the development phase. Technical feasibility and commercial viability
will be considered to have been achieved when the Entity has met the following conditions:
x
x
x
x

Obtaining a technical feasibility and commercial viability study
Decision of the Entity on this basis to proceed to the development phase
Obtaining extraction permits
Obtain the necessary funding to carry out the development plan

Once management has determined that a project has demonstrated development potential based on these
criteria and once approved by the Board of Directors of Monarch, the project enters the development
phase.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C) MINING PROPERTIES AND DEVELOPMENT COSTS (CONTINUED)
Beginning of the commercial production phase
The Entity assesses the status of each mining asset under development to determine when it will begin
commercial production, usually when the mine is substantially complete and ready for use. The criteria used
to assess the start date are determined based on the unique nature of each mine construction project, such
as the complexity of the project and its location. The Entity considers various criteria relevant to assessing
when the production phase is considered to have commenced. At this point, all corresponding amounts are
reclassified from mining assets under construction to mining properties. Some of the criteria used to
identify the start date of commercial production include, but are not limited to:
x
x
x
x

when the mine is substantially completed and ready for use;
the ability to maintain current production at a constant or increasing level;
mineral recovery is equal to or close to the expected production level; and
the completion of a reasonable trial period for the mine facility and equipment.

Once commercial production has commenced, additional development costs incurred in a mining property
are incorporated into the cost of the mining property when it is probable that additional future economic
benefits relating to the expense will flow to the Entity. Otherwise, these expenses are classified as
exploration expenses in the combined carve-out statement of net earnings (loss) and comprehensive
income. Once the commercial production phase has commenced, the mining properties are depreciated
over the useful life of the mine using the unit of production method, based on the mine’s estimated proven
and probable mineral reserves and the portion of measured, indicated and inferred mineral resources
expected to be classifiable as reserves for the corresponding mines. The Entity determines the portion of
mineral resources expected to be classified in reserves by considering the extent to which cost-effective
mining is probable, which depends on assumptions on long-term metal prices, cut-off grade assumptions,
and drilling results. These assessments are made for each individual mine.
The expected useful lives used to calculate depletion are determined in view of the facts and circumstances
associated with the mining property. Any change in the estimated useful lives is accounted for prospectively
as of the date of the change.

D) POST-EMPLOYMENT BENEFITS AND SHORT-TERM EMPLOYEE BENEFITS
The Entity provides post-employment benefits through a defined benefit plan under which the Entity makes
defined contributions based on a percentage of the employees’ salary to an independent entity. The Entity
has no legal or constructive obligation to make contributions in addition to the defined contributions. The
Entity also contributes to government plans for certain employees, which are considered defined benefit
plans. The plan contributions are recognized as an expense in the period in which the services of employees
are received. Short-term employee benefits, including vacation entitlement, are current liabilities included
in “trade and other payables” and are measured at the undiscounted amount the Entity expects to pay due
to unused entitlement.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E) INVENTORY
Supply, ore and precious metals inventories are valued at the lower of cost and net realizable value. The
cost of supply, ore and precious metals inventories is determined using the weighted average cost formula.
The cost of ore and precious metals inventories includes all expenses directly attributable to the ore
extraction and processing process, including a systematic allocation of fixed and variable production
overheads that are incurred in extracting and processing ore.
Net realizable value is the estimated selling price in the ordinary course of business less any estimated cost
to completion and estimated selling expenses. The cost of inventory recognized as an expense is included
in the cost of sales.

F) PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are recorded at cost, net of related government assistance, accumulated
depreciation and accumulated impairment. Cost includes all costs incurred initially to acquire or construct
an item of property, plant and equipment, costs directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating in the manner intended by management and costs
incurred subsequently to add to or replace part thereof.
Depreciation of the Beaufor mining property
Property, plant and equipment of the Beaufor mining site is depreciated using the units-of-production
method. The depreciation rate is calculated in accordance with the number of ounces of gold produced
using proven and probable reserves. The estimated period of depreciation is determined based on the
reserves of each mining site in production.
Depreciation is presented within cost of sales.
Depreciation of other property, plant and equipment
Depreciation of an asset begins when it is available for use, i.e. when it is in the location and condition
necessary for it to be capable of operating in the manner intended by management. Depreciation of other
property, plant and equipment is calculated on a straight-line basis over their expected useful lives as
follows:
x
x
x

Buildings: 20 years
Leasehold improvements: 10 years
Equipment and mobile equipment: 5 to 10 years

Depreciation of an asset ceases when it is classified as held for sale or when it is derecognized.
Consequently, depreciation does not cease when the asset becomes idle or is retired from active use, unless
the asset is fully depreciated.
Material residual value estimates, estimates of useful life, proven and probable reserves and the
depreciation methods are reviewed as required, at least annually. Any changes in residual value, useful life
and proven and probable reserves are recognized prospectively as they occur.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
F) PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
The carrying amount of an item of property, plant and equipment is derecognized upon disposal or when
no future economic benefits are expected from its use or disposal. Gains or losses arising on the disposal of
property, plant and equipment are determined as the difference between the proceeds of disposal and the
carrying amount of the asset and are recognized separately in the combined carve-out statement of net
earnings (net loss) and comprehensive income.
Borrowing costs are capitalized and charged specifically to qualifying assets at the time the funds are
borrowed, either specifically to finance a project or as general borrowings during the construction period.

G) FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognized when the Entity becomes a party to the contractual
provisions of the instrument. Financial assets are derecognized when the rights to receive cash flows have
expired or have been transferred and the Entity has transferred substantially all the risks and rewards of
ownership of the transferred asset.
Financial assets and financial liabilities are offset and the net balance is presented in the combined carveout statement of financial position when there is an unconditional and legally enforceable right to offset
the recognized amounts and an intention either to settle net or to realize the asset and settle the liability
simultaneously.
All financial instruments must be measured at fair value on initial recognition. Fair value is based on quoted
market prices unless the financial instruments are not traded in an active market. In this case, fair value is
determined using valuation techniques such as the Black-Scholes option pricing model or other valuation
techniques.
Measurement subsequent to initial recognition depends on the classification of the financial instrument.
The Entity has classified its financial instruments into the following categories based on their purpose for
which they were acquired and their characteristics.
The Entity has classified its financial instruments as follows:
CATEGORY
Financial assets at amortized cost ..............................

Financial liabilities at amortized cost .........................

FINANCIAL INSTRUMENT
¾ Cash and cash equivalents
¾ Receivables
¾ Balance of sale
¾ In trust deposits
¾ Trade and other payables
¾ Balance of purchase price payable
¾ Long-term debt
¾ Royalty buy-back option

Financial liabilities are subsequently measured at amortized cost using the effective interest rate method.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G) FINANCIAL INSTRUMENTS (CONTINUED)
Impairment
The Entity uses the prospective model based on expected losses to calculate the impairment of financial
assets. The application of the expected loss model requires considerable judgment, including consideration
of the impact of changes in economic factors on expected credit losses, which will be determined on a
probability weighted basis. At each reporting date, this new impairment model is applied to financial assets
measured at amortized cost or those measured at fair value through profit or loss, with the exception of
investments in equity instruments and contractual assets.
Impairment losses, if incurred, would be recorded in the Entity's administration expenses in the combined
carve-out statement of net earnings (loss) and comprehensive income (loss), and the carrying amount of
the financial asset or group of financial assets would be reduced by an allowance account for credit losses.
In periods subsequent to the impairment where the impairment loss has decreased, and such decrease can
be related objectively to conditions and changes in factors occurring after the impairment was initially
recognized, the previously recognized impairment loss would be reversed in the combined carve-out
statement of net earnings and comprehensive income. The impairment reversal would be limited to the
lesser of the decrease in impairment or the extent that the carrying amount of the financial asset at the
date the impairment is reversed does not exceed what the amortized cost would have been had the
impairment not been recognized, after the reversal.

H) IMPAIRMENT
The carrying amounts of mining properties and exploration and evaluation assets are assessed for
impairment only when indicators of impairment exist, typically when one of the following circumstances
apply:
x
x
x

Exploration rights have or will expire in the near future;
No future substantive exploration expenditures are budgeted;
No commercially viable quantities are discovered, and exploration and evaluation activities will be
discontinued.

Exploration and evaluation assets are unlikely to be fully recovered from successful development or sale.
If any such indication exists, then the asset’s recoverable amount is estimated.
The carrying amount of property, plant and equipment is reviewed at each reporting date to determine
whether indicators of impairment exist. Indicators of impairment of property, plant and equipment are
different of those related to mining properties and exploration and evaluation assets.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
H) IMPAIRMENT (CONTINUED)
The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be
tested individually are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets (the
"cash-generating unit" or "CGU"). The level identified by the Entity for the purposes of testing mining
properties and exploration and evaluation assets for impairment corresponds to each mining property.
An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognized in profit or loss. Impairment losses recognized in
respect of CGUs are allocated to the assets in the CGU on a pro rata basis.
Impairment losses recognized in prior periods are assessed at each reporting date for any indications that
the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been recognized.

I) PROVISIONS
A provision is recognized if, as a result of a past event, the Entity has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and the risks specific
to the liability. The unwinding of the discount is recognized as finance costs.

J) SHARE-BASED PAYMENTS
Certain employees, officers, directors and consultants of Monarch performing services for SpinCo received
share options to purchase Monarch common shares. The Combined Carve-out Financial Statements
includes an allocation of expenses associated with share-based payments related to the performance of
these services in SpinCo. The grant date fair value of share-based payment awards granted to employees,
consultants and brokers related to SpinCo activities is recognized as an expense, with a corresponding
increase in Owner’s net investment within equity, over the period during which the participants
unconditionally become entitled to the awards. The amount recognized as an expense is adjusted to reflect
the number of awards for which the related service vesting conditions are expected to be met, such that
the amount recognized as an expense is based on the number of awards that meet the related service
conditions at the vesting date. For share-based payment awards with non-vesting conditions, the grant date
fair value of the share-based payment is measured to reflect such conditions and there is no true-up for
differences between expected and actual outcomes.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
J) SHARE-BASED PAYMENTS (CONTINUED)
Share-based payment arrangements in which the Entity receives goods or services as consideration for
Monarch’s equity instruments are accounted for as equity-settled share-based payment transactions,
regardless of how the equity instruments are obtained by the Entity. The Entity measures the goods or
services received, and the direct corresponding increase in Owner’s net investment within equity at the fair
value of the goods or services received, except when that fair value cannot be estimated reliably, in which
case they are measured at the fair value of the equity instruments granted.

K) INCOME TAX
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net
earnings (loss), except to the extent that it relates to a business combination or to items recognized directly
in equity or in other comprehensive income or loss.
Current tax is the tax that is expected to be paid or recovered on account of taxable income or deductible
loss for a year, based on tax rates enacted or substantively enacted at the balance sheet date, and also
includes any adjustment to tax payable in respect of prior years.
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 following temporary differences: 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,
and differences relating to investments in subsidiaries to the extent that it is probable that they will not
reverse in the foreseeable future.
Deferred taxes are recognized as income or expense in profit or loss, except to the extent that tax arises
from business combinations and transactions recognized in equity
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable
entity, or on different tax entities which intend to settle current tax liabilities and assets on a net basis or
realize their tax assets and liabilities simultaneously.
A deferred tax asset is recognized for unused tax losses 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 at 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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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
L) REFUNDABLE CREDIT ON MINING DUTIES AND REFUNDABLE TAX CREDIT RELATED TO RESOURCES
The Entity is eligible for a refundable credit on mining duties under the Quebec Mining Duties Act. This
refundable credit on mining duties is equal to 16% and applicable to 50% of the eligible expenses. The
accounting treatment for refundable credit on mining duties depends on management’s intention to go
into production in the future or to sell its mining properties to another mining producer once the technical
feasibility and the economic viability of the properties have been demonstrated. This assessment is made
at the level of each mining property.
In the first case, the credit on mining duties is recorded as an income tax recovery under IAS 12, Income
Taxes, which generates a deferred tax liability and deferred tax expense since the exploration and
evaluation assets have no more tax basis following the Entity’s election to claim the refundable credit.
In the second case, it is expected that no mining duties will be paid in the future and, accordingly, the credit
on mining duties is recorded as a government grant under IAS 20, Accounting for Government Grants and
Disclosure of Government Assistance, which is recorded against exploration and evaluation assets.
Currently, it is management’s intention to go into production in the future. Credits on mining duties are
therefore recorded as recovery of income taxes.
The Entity is also eligible for a refundable resource tax credit for mining industry companies on eligible
expenses incurred. The refundable resource tax credit represents up to 31% for eligible expenses incurred
and is recorded as a government grant against exploration and evaluation assets. Since the expenses for
exploration and evaluation assets have been financed with flow-through shares, the Entity is not currently
eligible for these tax credits since they have been transferred to investors.
Credits related to resources recognized against exploration and evaluation expenditures are recorded at
fair value when there is reasonable assurance that they will be received, and the Entity will comply with the
conditions associated with the grant. The credits are recognized in profit or loss on a systematic basis and
over the useful life of the related assets.

M) LEASES
For leases after Transition Date
At inception of a contract, the Entity assesses whether a contract is or contains a lease by determining
whether it confers the right to control the use of a specified asset for a certain period of time in exchange
for consideration.
The Entity recognizes a right-of-use asset and a lease liability at the inception date of the lease. The rightof-use asset is initially measured based on the initial amount of the lease liability, adjusted to reflect lease
payments made on or before the commencement date, plus any initial direct costs incurred and the
estimated costs of dismantling and removing the underlying asset or restoring it or the site on which it is
located, less any lease incentive received.
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NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
M) LEASES (CONTINUED)
The right-of-use assets are subsequently amortized from the commencement date to the earlier of the end
of the useful life of the right-of-use asset or the end of the lease term using the straight-line method. The
lease term includes consideration of an option to renew or to terminate if the Entity is reasonably certain
to exercise that option. Lease terms, including options to renew for which the Entity is reasonably certain
to exercise, range from 1 to 3 years for equipment and rent. In addition, the right-of-use asset is periodically
reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.
The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, calculated using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Entity’s incremental borrowing rate. Generally, the Entity uses its marginal borrowing rate
as the discount rate. The lease liability is measured at amortized cost using the effective interest rate
method. It is remeasured when there is a change in future lease payments arising mainly due to a change
in index or rate, if there is a change in the Entity’s estimate of the amount expected to be payable under a
residual value guarantee, or when the Entity changes its assessment regarding the possible exercise of a
purchase, renewal or termination option.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in the consolidated statement of net earnings and
comprehensive income if the carrying amount of the right-of-use asset has been reduced to zero.
Payments related to short-term leases (12 months or less) and leases of low value assets are recorded as
expenses in the consolidated statement of net earnings and comprehensive income on a straight-line basis.

N) BUSINESS COMBINATIONS
Business combinations are accounted for using the acquisition method. The consideration transferred is
measured at the aggregate of the fair values, at the acquisition date, of assets transferred, liabilities
incurred or assumed, and equity instruments issued by the Entity in exchange for control of the acquiree.
Where appropriate, the consideration transferred includes any asset or liability resulting from a contingent
consideration arrangement, measured at its acquisition-date fair value.
A business combination is defined in IFRS 3, Business Combinations, as a transaction in which an acquirer
obtains control of a business, which is defined as an integrated set of activities and assets that is capable of
being conducted and managed for the purpose of providing a return to investors. For an integrated set of
activities and assets to be considered as a business, the set must include inputs and processes.

O) NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ISSUED BUT NOT YET EFFECTIVE
The following new standard and interpretation is not yet effective and has not been applied in the
preparation of these financial statements:
Property, Plant and Equipment - Revenue Prior to Intended Use (Amendments to IAS 16)
On May 14, 2020, the IASB published Property, Plant and Equipment - Proceeds before Intended Use
(Amendments to IAS 16).
The amendments apply to fiscal years beginning on or after January 1, 2022. Earlier application is permitted.
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AND 2018
3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
O) NEW STANDARDS, INTERPRETATIONS AND AMENDMENTS ISSUED BUT NOT YET EFFECTIVE (CONTINUED)
Property, Plant and Equipment - Revenue Prior to Intended Use (Amendments to IAS 16) (continued)
The amendments provide guidance on the recognition of the proceeds from the sale of items that a Entity
produces and sells so that an item of property, plant and equipment can be used as intended, as well as the
related costs of production. In particular, proceeds from the sale of items that have been produced before
the related property, plant and equipment is ready for use should be recognized in net income, together
with the related production costs.

4. INVENTORY

Precious metals
Supplies

SEPTEMBER 30,
2020
(UNAUDITED)
$
–
1,192,204

JUNE 30,
2020
$
–
1,193,864

JUNE 30,
2019
$
954,135
1,318,295

JUNE 30,
2018
$
589,100
2,049,068

1,192,204

1,193,864

2,272,430

2,638,168

JULY 1,
2017
$
–
–
–

For the three-month ended September 30, 2020 (unaudited) and the year ended June 30, 2020, a total of nil
was recorded to adjust inventory to net realizable value ($302,695 for the year ended June 30, 2019 and nil for
the year ended June 30, 2018), which is included in cost of sales.
For the three-month ended September 30, 2020 (unaudited) and the year ended June 30, 2020, the Entity
recognized nil and $1,241,708, respectively in cost of sales ($16,256,462 for the year ended June 30, 2019 and
$21,344,720 for the year ended June 30, 2018).
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–
25,566

51,132
102,263

–
23,343
23,343
41,877
65,220
143,963
113,749

Balance as at June 30, 2018
Depreciation

Balance as at June 30, 2019
NET CARRYING AMOUNT
Balance as at June 30, 2018

Balance as at June 30, 2019

690,788

168,349

–

–
–

–
–

690,788

–
505,047

168,349
17,392
–
–

–
(215,453)

96,531
–
287,271
–
–

$

F-71

9,563,085

8,697,280

–

–
–

–
–

9,563,085

468,094
–

8,697,280
4,172
–
393,539

39,285
–

7,327,203
–
999,297
(4,800)
336,295

$

CONSTRUCTION(A)

CONSTRUCTION (A)

MINING
ASSETS UNDER

UNDER

POWER LINE
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76,697

25,566
25,566

127,829

–
–

–
–
178,969

127,829
–
–
–

–
–

–
–
167,306
11,663
–
–

–
–
127,829
–
–

RIGHTS-OF-USE
$

–
–
167,306
–
–

$

IMPROVEMENTS

LEASEHOLD

Balance as at June 30, 2019
CUMULATIVE DEPRECIATION
Balance as at July 1, 2017
Depreciation

Balance as at June 30, 2018
Acquisitions
Disposal
Capitalized interest
Adjustments related to asset
retirement obligations
Cancellation of the grant (B)

COST
Balance as at July 1, 2017
Business combination
Acquisitions
Disposal
Capitalized interest
Adjustments related to asset
retirement obligations
Grant

5. PROPERTY, PLANT AND EQUIPMENT

682,197

795,549

317,803

204,451
113,352

–
204,451

1,000,000

–
–

1,000,000
–
–
–

–
–

–
1,000,000
–
–
–

$

PROPERTY

BEAUFOR MINING

1,656,053

2,795,038

1,780,502

1,050,625
729,877

–
1,050,625

3,436,555

–
–

3,845,663
–
(409,108)
–

–
–

–
2,000,000
1,845,663
–
–

$

EQUIPMENT

BUILDINGS AND
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12,782,569

12,702,442

2,214,657

1,303,985
910,672

–
1,303,985

14,997,226

468,094
505,047

14,006,427
33,227
(409,108)
393,539

39,285
(215,453)

7,423,734
3,000,000
3,427,366
(4,800)
336,295

TOTAL
$
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72,389
63,360
55,440

126,574
188,980
176,361

690,788

690,788

–

–
–
–
–

10,056,957

9,986,986

–

–
–
–
–

10,056,957

646,509

646,509

317,803

317,803
–
317,803
–

964,312

1,000,000
1,624
(37,312)
–
964,312
–

$

1,656,053

1,656,053

1,780,502

1,780,502
–
1,780,502
–

3,436,555

3,436,555
–
–
–
3,436,555
–

$

EQUIPMENT

BUILDINGS AND

13,282,108

13,232,676

2,297,268

2,214,657
62,072
2,276,729
20,539

15,579,376

14,997,226
125,590
(37,312)
423,901
15,509,405
69,971

TOTAL
$
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The Entity has entered into an agreement with the Ministry of Energy and Natural Resources ("MENR") whereby the MENR funds a portion of the construction cost based on expenses incurred by the
Entity. As at June 30, 2019, the Entity has incurred capital expenditures totaling $690,788. As a result, the Entity was unable to complete the project on schedule. As a result, as at June 30, 2019, the
amount of $505,047 initially recorded as a reduction of property, plant and equipment was reversed and a liability of $684,375, representing the amounts received by the Entity, was recorded in trade
and other payables.

51,132
13,337
64,469
7,920

65,220
48,735
113,955
12,619

690,788

9,563,085
–
–
423,901
9,986,986
69,971

$

PROPERTY

BEAUFOR MINING

Since these items are not available for use, the power line under construction and mining assets under construction have not yet been depreciated.

127,829

302,935

690,788
–
–
–
690,788
–

$

CONSTRUCTION(A)

CONSTRUCTION (A)

(B)

127,829
–
–
–
127,829
–

178,969
123,966
–
–
302,935
–

$

RIGHTS-OF-USE
$

MINING
ASSETS UNDER

UNDER

POWER LINE

(A)

COST
Balance as at June 30, 2019
Acquisitions
Sale of a royalty
Capitalized interest
Balance as at June 30, 2020
Capitalized interest
Balance as at September 30, 2020
(Unaudited)
CUMULATIVE DEPRECIATION
Balance as at June 30, 2019
Depreciation
Balance as at June 30, 2020
Depreciation
Balance as at September 30, 2020
(Unaudited)
NET CARRYING AMOUNT
Balance as at June 30, 2020
Balance as at September 30, 2020
(Unaudited)

IMPROVEMENTS

LEASEHOLD

5. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
5. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Beaufor property (Business combination)
On October 2, 2017, Monarch acquired all the mining assets of Richmont Mines Inc. (“Richmont”) in Quebec.
The assets acquired included all of Richmont’s claims, mining leases and mining concessions, including the
Beaufor mine, the Chimo, Monique and Wasamac properties and all the issued and outstanding shares of Camflo
Mill Inc. and Louvem Mines Inc., as well as all plants, mills, buildings, structures, equipment, inventory and
property.
In exchange, Monarch issued 34,633,203 shares having a market value of $12,121,621 and agreed to transfer
$600,000 into a trust account for a 30-month period for future payment of severance payments for employees
transferred upon the acquisition of Richmont’s Quebec mining assets.
The transaction includes environmental obligations of $1,246,382 for the Beaufor mine restoration plan, should
this facility close in the future. Lastly, the Company will pay Richmont royalty on NSR of 1.0% for the Beaufor
property after the Entity has produced 100,000 ounces of gold, following the closing of the Transaction.
The acquisition was accounted for as a business combination under IFRS 3. Of all the assets and liabilities
acquired only the Beaufor mine and its related assets and liabilities relate to SpinCo and are included in these
Combined Carve-out Financial Statements. Acquisition-related transaction costs in the amount of $201,212
were expensed in the consolidated statement of net loss and comprehensive loss.
The following table shows the fair value of the assets acquired and liabilities assumed related to SpinCo which
have been recorded against Owner’s net investment,
$
Fair value of consideration paid:
Common shares issued by Monarch (recorded in Owner’s net investment)
Fair value of net assets acquired:
Cash
Deferred income and mining taxes
Other current assets
Property, plant and equipment, including Beaufor mining property
Current liabilities
Asset retirement obligations
Contract liabilities

4,106,095

961,301
552,016
3,928,401
3,000,000
(2,029,485)
(1,246,382)
(1,059,756)
4,106,095

For the year ended June 30, 2018, revenue from the business combination included in the statement of net
earnings was $23,913,567, and the net loss was $3,242,785 If the acquisition had occurred on July 1, 2018,
management estimates that the revenue would have been $31,884,756 and the net loss for the year would have
been $4,323,713. In determining these amounts, management has assumed that the fair value adjustments at
the acquisition date would have been the same if the acquisition had occurred on July 1, 2018.
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5. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Beaufor property (sell of a net smelter return royalty)
On May 7, 2020, the Entity sold a 3% net smelter return royalty on gold production at the Beaufor mine to the
Caisse de dépôt et placement du Québec ("CDPQ") for a cash consideration of $5,000,000. This amount is
payable in two installments: $3,000,000 at the closing of the transaction and $2,000,000 after 15,000 meters of
drilling on the Beaufor property or within 60 days of the Beaufor mine going into production.
The royalty will be reduced from 3% to 2% (1% reduction) once the Entity has repaid the capital invested by the
CDPQ as royalty.
The Entity has the option to buy back 1% of the royalty sold in consideration of $2,500,000 for a period of five
years following the closing of the transaction.
The sale of the royalty has been divided into two parts for accounting purposes:
i)

Sale of a portion of the Beaufor mining property recorded in property, plant and equipment as control
of a portion of future gold production is transferred to the purchaser;

ii)

Financial liability, in accordance with IFRS 15, for the option to repurchase a portion of the royalty as
control is not deemed to pass to the buyer due to the Entity's right to exercise the repurchase option
for a period of 5 years.

The proceeds of disposition were allocated among the various components based on the present value of the
expected future cash flows of each component, discounted at the internal rate of return of the transaction. The
$2,000,000 receivable was included in the proceeds of disposition and recorded in current assets at the time of
the transaction as there are no additional transfer of assets or services related to it, the fulfillment of the
conditions to be met is under the control of the Entity and the fulfillment of these conditions in the near future
is considered highly probable. The carrying value of the property, plant and equipment disposed of was
determined as a percentage of the estimated carrying value that was sold.
DISPOSITION OF THE

ROYALTY BUY-BACK

MINING PROPERTY

OPTION

Proceeds of disposition
Disposition of the mining property
Royalty buy-back option

$
3,684,668
(37,312)
–

Gain on disposal recognized in income

3,647,356
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$
1,315,332
–
(1,315,332)
–

TOTAL
$
5,000,000
(37,312)
(1,315,332)
3,647,356
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6. MINING PROPERTIES
PROPERTIES

(1) (2)

Fayolle
McKenzie Break (3)
Croinor Gold (5)
Swanson (3)

PROPERTIES (1) (2)
Fayolle
McKenzie Break (3)
Croinor Gold
Swanson (3)

PROPERTIES (1) (2)
Croinor Gold
McKenzie Break (3)(4)
Swanson (3)

PROPERTIES (1) (2)
Croinor Gold
McKenzie Break (3)(4)
Swanson (3)

(1)
(2)

(3)

(4)
(5)

JUNE 30, 2020
$
42,488
3,760,086
2,873,889
1,885,740

ACQUISITION
$
–
201,899
139,160
–

SEPTEMBER 30,2020
(UNAUDITED)
$
42,488
3,961,985
3,013,049
1,885,740

8,562,203

341,059

8,903,262

JUNE 30, 2019
$
–
3,006,467
2,843,889
1,816,156

ACQUISITION
$
42,488
753,619
30,000
69,584

JUNE 30, 2020
$
42,488
3,760,086
2,873,889
1,885,740

7,666,512

895,691

8,562,203

JUNE 30, 2018
$
2,843,889
2,558,624
1,705,749

ACQUISITION
$
–
447,843
110,407

JUNE 30, 2019
$
2,843,889
3,006,467
1,816,156

7,108,262

558,250

7,666,512

JULY 1, 2017
$
2,843,889
–
–

ACQUISITION
$
–
2,558,624
1,705,749

JUNE 30, 2018
$
2,843,889
2,558,624
1,705,749

2,843,889

4,264,373

7,108,262

All mining properties are located in the province of Québec, Canada.
Mineral claims included in the properties have been acquired with different agreements or by map designation and, therefore, the
applicable royalties, if any, are covered by specific agreements.
An amount of $40,899 was capitalized as an accretion expense during the three-month period ended September 30, 2020 and
$173,211 was capitalized as an accretion expense during the year ended June 30, 2020 ($276,017 as at June 30, 2019 and $160,195 as
at June 30, 2018).
During the year ended June 30, 2019, an amount of $282,233 was recorded as an adjustment to the asset retirement obligations.
During the three-month period ended September 30, 2020, an amount of $139,160 was recorded as an adjustment to the asset
retirement obligations.
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6. MINING PROPERTIES (CONTINUED)
Year ended June 30, 2020:
McKenzie Break property
On February 25, 2020, the Entity completed the acquisition of mining claims adjacent to the McKenzie Break
property. In consideration, Monarch issued 3,300,000 common shares valued at $643,500. These shares are
subject to restrictions on their transfer for a period of up to 36 months.
The following table shows the acquired assets:
$
Fair value of consideration paid:
Common shares issued by Monarch (recorded in Owner’s net investment)
Transaction costs

643,500
6,492
649,992

Assets acquired:
Mining properties

649,992

Croinor property
On May 5, 2020, the Entity completed the acquisition of mining claims adjacent to the Croinor property for a
consideration of $30,000.
Fayolle property
During the year ended June 30, 2020, the Entity purchased a land lot for an amount of $42,488.
Year ended June 30, 2018:
On December 21, 2017, the Entity entered into an agreement to acquire the McKenzie Break and Swanson
properties from Agnico Eagle Mines Limited (“Agnico”).
To acquire the McKenzie Break and Swanson properties, the Entity agreed to pay Agnico a total of $4,600,000,
of which $1,600,000 will be payable in cash and $3,000,000 payable in common shares of Monarch over a fouryear period. The payments will be distributed as follows and are secured by two mining properties acquired in
the transaction:
x
x
x
x
x

on closing: $600,000 in common shares of Monarch (representing 2,222,222 common shares upon
issuance);
on the first anniversary of the agreement: $400,000 in cash and $600,000 in common shares of Monarch;
on the second anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch;
on the third anniversary of the agreement: $400,000 in cash and $600,000 in common shares of Monarch;
and
on the fourth anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch.
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6. MINING PROPERTIES (CONTINUED)
Year ended June 30, 2018: (continued)
Agnico will also receive a 1.5% net smelter return royalty for each property. Each royalty may be reduced to
1.0% in exchange for a payment of $750,000.
Subsequently to this transaction, the Entity purchased a 1.5% net smelter return royalty for the McKenzie Break
property for a cash payment of $64,425 (US$50,000) and 600,000 common shares of Monarch with a fair value
of $240,000.
The following table shows the acquired assets:
$
Fair value of consideration paid:
Cash
Common shares issued by Monarch (recorded in Owner’s net investment)
Purchase price balance payable, discounted at the effective interest rate of 10%
Transaction costs

64,425
840,000
3,137,794
61,959
4,104,178

Assets acquired:
Mining properties

4,104,178

7. EXPLORATION AND EVALUATION ASSETS
Exploration and evaluation assets are as follows:
ADDITIONS TO
EXPLORATION AND

Croinor Gold
McKenzie Break
Swanson

JUNE 30, 2020
$
10,554,708
3,390,388
213,662

EVALUATION ASSETS

$
–
152,935
7,396

SEPTEMBER 30,2020
(UNAUDITED)
$
10,554,708
3,543,323
221,058

14,158,758

160,331

14,319,089

ADDITIONS TO
EXPLORATION AND

Croinor Gold
McKenzie Break
Swanson

JUNE 30, 2019
$
10,551,204
2,356,879
181,742

EVALUATION ASSETS

$
3,504
1,033,509
31,920

JUNE 30, 2020
$
10,554,708
3,390,388
213,662

13,089,825

1,068,933

14,158,758
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7. EXPLORATION AND EVALUATION ASSETS (CONTINUED)
ADDITIONS TO
EXPLORATION AND

Croinor Gold
McKenzie Break
Swanson

Croinor Gold
McKenzie Break
Swanson

JUNE 30, 2018
$
7,728,116
170,571
116,233

EVALUATION ASSETS

$
2,823,088
2,186,308
65,509

JUNE 30, 2019
$
10,551,204
2,356,879
181,742

8,014,920

5,074,905

13,089,825

JULY 1, 2017
$
4,784,002
–
–

ADDITIONS TO
EXPLORATION AND
EVALUATION ASSETS
$
2,944,114
170,571
116,233

JUNE 30, 2018
$
7,728,116
170,571
116,233

4,784,002

3,230,918

8,014,920

Exploration and evaluation assets by nature are as follows:
QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

76,043
67,277
5,183

515,582
112,201
63,026

1,273,665
742,374
974,255

607,758
1,138,287
150,387

Exploration and evaluation expenses:
Salaries, supervision and consultants
Geology and geophysics
Test, sampling and prospecting
Drilling, equipment rental and other
material
Lodging, meals and travel expenses
Additions to exploration and evaluation
assets
Balance, beginning of period

11,828
–

376,830
1,294

2,084,611
–

1,332,680
1,806

160,331
14,158,758

1,068,933
13,089,825

5,074,905
8,014,920

3,230,918
4,784,002

Balance, end of period

14,319,089

14,158,758

13,089,825

8,014,920
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8. LONG-TERM DEBT
BALANCE OF PURCHASE PRICE
MCKENZIE BREAK
BEACON
AND SWANSON
$
$
alance as at July 1, 2017
Acquisition of mining property (note 6)
usiness acquisition (note 5)
Accrued interest for the year
epayment
oreign exchange rate impact

LEASE
LIABILITIES

$

TOTAL
$

3,346,971
–
–
336,295
–
61,080

–
3,137,794
–
160,195
–
–

127,829
–
1,059,756
46,762
(357,528)
–

3,474,800
3,137,794
1,059,756
543,252
(357,528)
61,080

Balance as at June 30, 2018
Accrued interest for the year
Repayment
Cost of modifying terms
Early repayment
Foreign exchange rate impact

3,744,346
393,539
–
191,379
–
(31,148)

3,297,989
276,017
(1,000,000)
–
(724,832)
–

876,819
39,115
(466,484)
–
–
–

7,919,154
708,671
(1,466,484)
191,379
(724,832)
(31,148)

Balance as at June 30, 2019
Accrued interest for the year
Repayment
Reclassification of accrued interest to other
payables
Foreign exchange rate impact

4,298,116
–
–

1,849,174
173,211
(400,000)

449,450
16,881
(384,257)

6,596,740
190,092
(784,257)

Balance as at June 30, 2020
Accrued interest for the period
Repayment
Foreign exchange rate impact
Balance as at September 30, 2020
(UNAUDITED)
Current portion
Non-current portion

(170,766)
170,899

–
–

–
–

(170,766)
170,899

4,298,249
–
(4,143,637)
(154,612)

1,622,385
40,899
–
–

82,074
1,663
(24,883)
–

6,002,708
42,562
(4,168,520)
(154,612)

–
–
–

1,663,284
800,000
863,284

58,854
32,371
26,483

1,722,138
832,371
889,767

As at September 30, 2020, the balance of purchase price – Beacon payable in foreign currency is nil
(US$ 3,153,984 as at June 30, 2020) and bore interest at an annual rate of 10%.
The balances of purchase price are discounted at an effective rate of 10% per annum.
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AND 2018
8. LONG-TERM DEBT (CONTINUED)
Principal payments for the coming years are as follows:
BALANCE OF PURCHASE PRICE
PAYABLE IN A VARIABLE

2021
2022
Financial expense

NUMBER OF SHARES -

BALANCE OF PURCHASE PRICE

MCKENZIE BREAK AND

PAYABLE IN CASH - MCKENZIE

SWANSON

BREAK AND SWANSON

$
400,000
600,000

$
400,000
400,000

LEASE LIABILITIES
$
36,800
27,600

TOTAL
$
836,800
1,027,600

1,000,000
–

800,000
136,716

64,400
5,546

1,864,400
142,262

1,000,000

663,284

58,854

1,722,138

Balance of purchase price payable in a variable number of shares- McKenzie Break and Swanson
On December 21, 2017, the Entity entered into an agreement to acquire the McKenzie Break and Swanson
properties from Agnico Eagle Mines Limited (“Agnico”).
To acquire the McKenzie Break and Swanson properties, the Entity agreed to pay Agnico a total of $4,600,000,
of which $1,600,000 will be payable in cash and $3,000,000 payable in common shares of Monarch over a fouryear period. The payments will be distributed as follows and are secured by the two mining properties acquired
in the transaction:
x
x
x
x
x

on closing: $600,000 in common shares (representing 2,222,222 common shares of Monarch upon
issuance);
on the first anniversary of the agreement: $400,000 in cash and $600,000 in common shares of Monarch;
on the second anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch;
on the third anniversary of the agreement: $400,000 in cash and $600,000 in common shares of Monarch;
and
on the fourth anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch.

During the year ended June 30, 2019, the Entity early settled the $600,000 share payment due in
December 2019 and the $200,000 share payment in December 2020 for $724,832, representing the present
value of the future payments of the balance of purchase price.
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PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
8. LONG-TERM DEBT (CONTINUED)
Balance of purchase price – Beacon
During the year ended June 30, 2019, the Entity took advantage of a clause in the Beacon plant acquisition
agreement to defer repayment of the first three deferred payments by paying a 20% premium. The premium
will be added to the three deferred payments being carried forward. The premium will then be payable in three
equal instalments on the 48th, 54th and 60th months following the closing of the transaction, in addition to the
initial deferred payment. The Entity recorded a financial expense of $191,379 related to this transaction during
the year ended June 30, 2019.

9. ROYALTY BUY-BACK OPTION
$
Discounted value of the royalty buy-back option, at inception (Note 5)
Accrued interest for the year

1,315,332
28,460

Balance as at June 30, 2020
Accrued interest for the period

1,343,792
43,850

Balance as at September 30, 2020 (UNAUDITED)
Current portion
Non-current portion

1,387,642
–
1,387,642

The royalty buy-back option is accounted for as a financial instrument and the accretion expense is recognized
as a financial expense in the combined carve-out statement of earnings (loss) and comprehensive earnings
(loss).

10. ASSET RETIREMENT OBLIGATIONS
The Entity’s production and exploration operations are subject to federal and provincial environmental
protection laws and regulations. These laws and regulations are continually changing and are generally
becoming more restrictive. The Entity conducts its operations so as to protect public health and the
environment. The Entity has recorded the asset retirement obligations of its mining sites on the basis of
management’s best estimates of future costs, based on information available at the reporting date. Best
estimates of future costs are the amount the Entity would reasonably pay to settle its obligation at the site
closing date. Future costs are discounted using pre-tax rates that reflect current market assessments of the time
value of money and the risks specific to the liability. Such estimates are subject to change based on amendments
to laws and regulations or as new events occur.
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AND 2018
10. ASSET RETIREMENT OBLIGATIONS (CONTINUED)
The inflation rate (adjusted for the risks specific to this liability) used to determine the future value of the bonds
is based on the expected life of the mine and plants is 3.1% (3.5% in 2019, 3.6% in 2018). The rate reflecting
current market assessments used to determine the present value of the obligations is 0.5% (1.6% in 2019, 2.2%
in 2018). The payment schedule was determined considering proven and probable reserves, the expected level
of annual production and the estimated life of the mine and plants.
The following table presents the estimated undiscounted cash flows resulting from the future restoration costs
used in the calculation of the asset retirement obligations as at June 30, 2020:

Beaufor Mine
Beacon Mill
Croinor Gold Project
McKenzie Break Project

TOTAL ESTIMATED CASH FLOW
$
1,178,864
3,380,198
416,155
282,233

EXPECTED TIMING OF CASH FLOW PAYMENT
2028 and subsequent
2028 and subsequent
2027 and subsequent
2030 and subsequent

5,257,450
There have no significant changes in the estimated undiscounted cash flows used in the calculation of the asset
retirement obligations at September 30, 2020 (unaudited), except for the Croinor Gold Project for which
estimated cash flow increased by $139,160.

A) FINANCIAL GUARANTEES
The following table shows the allocation of financial guarantees issued as at September 30, 2020 and June
30, 2020, 2019, 2018 and July 1, 2017:
SEPTEMBER 30,
2020
(UNAUDITED)
$
793,341
1,822,745
282,233
416,155

JUNE 30,
2020
$
793,341
1,822,745
282,233
416,155

JUNE 30,
2019
$
793,341
1,805,380
–
416,155

JUNE 30,
2018
$
793,341
1,805,380
–
416,155

–
1,805,380
–
416,155

3,314,474

3,314,474

3,014,876

3,014,876

2,221,535

Cash deposit

1,281,929

2,556,236

2,538,871

3,014,876

2,221,535

Bond

2,032,545

758,238

476,005

–

–

Beaufor Mine
Beacon Mill
McKenzie Break Project
Croinor Gold Project
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10. ASSET RETIREMENT OBLIGATIONS (CONTINUED)
B) ALLOCATION OF ASSET RETIREMENT OBLIGATIONS
The following table shows the allocation of asset retirement obligations as at June 30, 2020 and
June 30, 2019:

Beaufor Mine
Beacon Mill
Croinor Gold Project
McKenzie Break Project

SEPTEMBER 30,
2020
(UNAUDITED)
$
1,036,619
2,972,229
555,315
282,233

JUNE 30,
2020
$
1,032,591
2,960,676
416,155
282,233

JUNE 30,
2019
$
1,016,592
2,914,911
416,155
282,233

JUNE 30,
2018
$
1,320,497
2,398,031
416,155
–

–
2,318,838
416,155
–

4,846,396

4,691,655

4,629,891

4,134,683

2,734,993

JULY 1,
2017

Changes in asset retirement obligations were as follows, for the following periods:

Balance, beginning of
period
New obligation
Accretion expense
Assumption changes
Balance, end of
period

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

4,691,655
–
15,581
139,160

4,629,891

4,846,396

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

15,380
–

4,629,891
–
61,764
–

4,134,683
282,233
76,512
136,463

2,734,993
1,304,849
55,556
39,285

4,645,271

4,691,655

4,629,891

4,134,683

11. SHARE PURCHASE OPTIONS
The share purchase options relate to common shares of Monarch as the Entity does not have its own share
capital. Certain employees, officers, directors and consultants of Monarch performing services for SpinCo
received share options to purchase Monarch common shares. The Combined Carve-out Financial Statements
includes an allocation of expenses associated with share-based payments related to the performance of these
services in SpinCo. The share purchase options described below relates to the share purchase option plan of
Monarch.
The shareholders of the Monarch approved a share purchase option plan (the “Plan”) whereby the Board of
Directors of Monarch may grant to employees, officers, directors and consultants of Monarch share purchase
options to acquire common shares of Monarch in such numbers, for such terms and at such exercise prices as
may be determined by the Board of Directors. The exercise price may not be lower than the market price of the
common shares at the time of grant.
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11. SHARE PURCHASE OPTIONS (CONTINUED)
The Plan provides that the maximum number of common shares of Monarch that may be reserved for issuance
under the Plan shall not be greater than 10% of the issued and outstanding shares of Monarch.
The maximum number of common shares which may be reserved for issuance with regards to share purchase
options to a single holder may not exceed 5% of the outstanding common shares at the time of vesting and may
not exceed 2% of the outstanding common shares for consultants and investor relations representatives. These
options are not assignable or transferable unless by legacy or inheritance and expire no later than five years
after being granted. If an option holder leaves Monarch, his options normally expire no later than one year
following his departure, subject to the conditions established under the common share purchase option plan.
The vesting period for the share purchase options varies from immediate vesting up to 36 months following the
acquisition date and the life of the options varies from two to five years.
Changes in Monarch’s share purchase options granted to directors, officers, employees and consultants were
as follows:
QUARTER ENDED
SEPTEMBER 30, 2020
Weighted
Number average
of exercise
options
price
$
Outstanding,
beginning of
period
10,487,500
Granted
2,815,000
Expired
–
Cancelled
–
Exercised
(565,000)
Outstanding,
end of period 12,737,500
Exercisable,
end of period 4,550,000

0.30
0.40
–
–
0.12

YEAR ENDED
JUNE 30, 2020
Weighted
Number average
of exercise
options
price
$

8,910,000
3,045,000
(100,000)
(417,500)
(950,000)

YEAR ENDED
JUNE 30, 2019
Weighted
Number average
of exercise
options
price
$

YEAR ENDED
JUNE 30, 2018
Weighted
Number average
of exercise
options
price
$

0.30 7,567,500
0.25 2,830,000
0.37 (120,000)
0.29 (622,500)
0.12 (745,000)

0.28
0.30
0.15
0.37
0.13

5,410,000
3,445,000
–
(497,500)
(790,000)

0.22
0.37
–
0.37
0.20

0.33 10,487,500

0.30 8,910,000

0.30

7,567,500

0.28

0.33

0.31 4,336,250

0.26

4,495,000

0.22

4,432,500
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11. SHARE PURCHASE OPTIONS (CONTINUED)
The following table summarizes the information relating to the share purchase options issued in Monarch:
NUMBER OF OPTIONS OUTSTANDING AS AT
SEPTEMBER 30, 2020
Outstanding
425,000
80,000
500,000
1,200,000
1,835,000
200,000
2,447,500
250,000
2,785,000
100,000
100,000
2,815,000
12,737,500

EXERCISE
PRICE
$
0.08
0.37
0.50
0.33
0.37
0.37
0.31
0.25
0.25
0.20
0.28
0.40

Exercisable
425,000
80,000
500,000
1,200,000
975,000
100,000
1,207,500
62,500
–
–
–
–

EXPIRY
DATE

January 2021
June 2021
August 2021
November 2021
October 2022
December 2022
July 2023
February 2024
October 2024
April 2025
June 2025
July 2025

4,550,000

For the three-month period ended September 30, 2020 (unaudited) and the year ended June 30, 2020, the
application of the fair value model resulted in an expense allocated to the Entity of $82,733 and $179,332,
respectively ($68,604 for the three-month period ended September 30, 2019, $207,588 for the year ended
June 30, 2019 and $124,850 for the year ended June 30, 2018).
The fair value of the share purchase options granted is established according to the Black-Scholes pricing model
using the following assumptions:

Risk-free interest rate
Expected dividend rate
Expected volatility
Expected life of options
Weighted average price per
share
Weighted average exercise
price of options granted
Weighted average fair value of
share purchase options
granted during the period

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
0.27%
–%
80%
5 years

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
–%
–%
–%
–

YEAR ENDED
JUNE 30,
2020
1.53%
–%
80%
5 years

YEAR ENDED
JUNE 30,
2019
2.40%
–%
80%
5 years

YEAR ENDED

$0.40

–

$0.21

$0.30

$0.37

$0.40

–

$0.25

$0.30

$0.37

$0.27

–

$0.12

$0.19

$0.19
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12. CONTINGENCIES
The Entity’s operations are governed by laws and regulations regarding environmental protection.
Environmental consequences are difficult to identify in terms of level, impact and timing. At the present time
and to the best knowledge of its management, the Entity is in conformity with the laws and regulations. Asset
retirement obligations are accrued in the financial statements only when it can be determined that a present
obligation exists that would give rise to environmental consequences for the exploration activities performed
on the land, and when it can be reliably estimated. Such obligations will be capitalized to the cost of the related
assets at that time.

13. COMMITMENTS
The Entity had the following commitments as at September 30, 2020 and June 30, 2020:
Properties

Royalties on net smelter return (NSR)

Beaufor ............................ ¾ 1.0% payable after the Entity has produced 100,000 ounces of gold
¾ 3.0% (1% reduction when royalties paid are greater than $5M and 1%
redeemable for $2.5M until May 2025)
¾ Others
Croinor Gold ..................... ¾ 1.5%
McKenzie Break ............... ¾ 1.5% (0.5% redeemable for $750,000)
Swanson ........................... ¾ 4.5% (0.5% redeemable for $750,000 and 1% redeemable for US $1M)

14. REVENUES

Precious metals sales
Others

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$
–
–

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$
3,159,132
1,023

YEAR ENDED
JUNE 30,
2020
$
6,655,312
–

YEAR ENDED
JUNE 30,
2019
$
20,748,250
19,833

YEAR ENDED
JUNE 30,
2018
$
23,895,498
18,069

–

3,160,155

6,655,312

20,768,083

23,913,567

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

–
–
–
–

1,791,234
–
–
–

3,675,682
–
–
–

18,350,713
87,047
108,076
843,229

22,488,993
903,492
140,949
1,255,076

–

1,791,234

3,675,682

19,389,065

24,788,510

15. COST OF SALES

Cost of production and
processing
Definition drilling
Royalties
Depreciation
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16. ADMINISTRATION

Salaries, directors’ fees and
related benefits
Share-based payments
Consultants and professional
fees
Office expense, maintenance
and other expenses
Insurance, taxes and permits
Investor relations and
representation expenses
Depreciation

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

127,427
82,732

243,081
68,604

896,257
179,332

2,051,181
207,588

1,248,988
124,850

132,810

99,205

386,070

582,472

850,204

26,707
36,587

68,290
7,888

133,375
55,056

275,530
286,901

481,340
163,179

39,675
20,539

43,308
19,319

108,679
62,072

309,771
67,443

465,735
48,909

466,477

549,695

1,820,841

3,781,486

3,383,205

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$
269,878
55,055

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$
554,512
41,557

YEAR ENDED
JUNE 30,
2020
$
2,139,861
192,955

YEAR ENDED
JUNE 30,
2019
$
–
312,114

YEAR ENDED
JUNE 30,
2018
$
–
–

324,933

596,069

2,332,816

312,114

–

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$
65,618

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$
137,177

YEAR ENDED
JUNE 30,
2020
$
147,721

YEAR ENDED
JUNE 30,
2019
$
28,838

YEAR ENDED
JUNE 30,
2018
$
34,553

15,581

15,380

61,764

76,512

55,556

43,850

–

28,461

–

–

–

–

–

191,379

–

–
12,050

–
8,866

–
100,717

(331,631)
57,938

–
4,092

137,099

161,423

338,663

23,036

94,201

17. CARE AND MAINTENANCE

Beaufor
Beacon

18. FINANCE EXPENSE

Interest on long-term debt
Accretion expense on asset
retirement obligations
Accretion expense on a royalty
buy-back option
Cost of modifying the term of a
balance of purchase price
Adjustments related to asset
retirement obligations
Others
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19. OTHER CASH FLOW INFORMATION
Change in non-cash working capital items:

Commodity taxes and other
receivables
Inventory
Prepaid expenses and
deposits
Trade and other payables

Non-cash items:
Change in trade and other
payables related to
exploration and evaluation
assets
Acquisition of mining
properties paid through
the issuance of common
shares of Monarch
Business acquisition paid
through the issuance of
common shares of
Monarch
Capitalized interest on
property, plant and
equipment
Capitalized interest on mining
properties

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

(1,881,974)
1,660

143,587
288,457

199,493
1,078,566

476,628
365,738

(672,132)
(773,545)

58,049
(94,730)

(565,174)
(600,935)

42,729
(1,125,937)

(99,352)
(3,355,416)

(216,183)
5,131,093

(1,916,995)

(734,065)

194,851

(2,612,402)

3,469,233

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

(98,263)

(2,178)

137,006

(914,500)

579,307

–

–

643,500

–

–

–

–

–

–

2,994,455

69,971

103,987

423,901

393,539

336,295

40,899

46,615

173,211

276,017

160,195
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20. RELATED PARTY TRANSACTIONS
A) TRANSACTIONS WITH MONARCH
In the normal course of business, SpinCo purchases and sells services from/to various subsidiaries or divisions
of Monarch. These transactions occurred in the normal course of operations and were measured at exchange
amount, which is the amount established and accepted by the parties.
These Combined Carve-out Financial Statements include transactions with Monarch and its group companies
that are outside of the SpinCo activities. Monarch is a related party as it controlled the SpinCo activities during
the periods presented. The most significant related party transactions are described below.

Allocation of corporate
expenses included in
administration expenses

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2028
$

375,000

525,000

3,755,694

5,292,510

3,732,401

375,000

525,000

3,755,694

5,292,510

3,732,401

These costs represent mainly head office labor costs and information technology services. The method used to
allocate corporate expenses is described in Note 2.

Milling and cleaning fees
included in cost of sales

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2028
$

–

1,652,643

2,436,287

2,916,366

3,443,790

–

1,652,643

2,436,287

2,916,366

3,443,790

Due to and from related parties
Due to and from related parties are in connection with normal course of operations and are generally shortterm in nature.
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20. RELATED PARTY TRANSACTIONS (CONTINUED)
B) TOTAL COMPENSATION

Salaries, directors' fees,
premiums and other
benefits
Share-based payments
Defined contribution plan
Government plans

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

666,338
82,732
20,913
50,816
820,799

732,566
68,604
18,195
96,060
915,425

2,108,917
179,332
52,145
232,016
2,572,410

8,798,996
207,588
298,081
1,130,065
10,434,730

10,240,417
124,850
318,203
1,415,335
12,098,805

C) KEY MANAGEMENT PERSONNEL COMPENSATION
Key management personnel include members of the Board of Directors and the Entity’s senior executives,
namely the President and Chief Executive Officer, VP Finance and Chief Financial Officer, VP Operations and
Community Relations and VP Corporate Development.
Key management personnel compensation includes the following expenses:

Salaries, directors’ fees,
premiums and other
benefits
Defined contribution
plan
Government plans
Share-based payments

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

150,988

181,810

641,867

522,669

465,459

67,014
6,107
7,783
231,892

26,412
3,639
9,055
220,916

147,052
11,618
39,343
839,880

155,691
18,337
33,991
730,688

39,071
4,489
21,959
530,978
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21. DEFERRED INCOME AND MINING TAXES
The income tax expense differs from the amounts computed by applying the combined federal and provincial
income tax rate to the profit before income taxes due to the following:
QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$
Earnings before income taxes
Federal and provincial tax rate
Expected tax expense(recovery)
Change in income taxes
resulting from:
Non-deductible share-based
payment
Deferred tax arising from
exploration and
evaluation assets financed
through flow-through
shares
Non-deductible expenses
and other
Change in unrecognized tax
assets
Deduction of mining tax
recovery
Permanent difference
arising from non-taxable
income related to flowthrough shares
Mining tax expense
Income tax expense

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

92,601
26,65
24,678

2,275,567
26,55
604,163

(1,017,616)
26,65
(271,195)

(4,381,583)
26,75
(1,172,073)

21,924

18,282

47,613

55,322

33,398

42,488

59,302

282,339

1,421,597

1,003,415

-

-

(343,309)

24,486

-

(63,775)

(429,092)

(511,932)

865,209

(6,798)

(17,413)

(63,343)

(260,519)

(453,133)

(11,736)
25,653

(21,074)
65,710

(98,371)
239,029

(457,759)
983,092

(276,816)
1,157,938

25,653

65,710

239,029

983,092

1,157,938

(1,719,856)
26,50
(455,762)

409,884
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
21. DEFERRED INCOME AND MINING TAXES (CONTINUED)
Movements in temporary differences during the quarter ended September 30, 2020 (unaudited) and for the
years ended June 30, 2020, June 30, 2019 and June 30, 2018 are detailed as follows:

Deferred income tax assets
Property, plant and equipment
Operating losses
Asset retirement obligations
Debt issuance costs
Deferred income tax liabilities
Deferred mining taxes
Mining properties
Property, plant and equipment
Exploration and evaluation
assets
Long-term debt and other

Deferred income tax assets
Property, plant and
equipment
Operating losses
Asset retirement obligations
Debt issuance costs
Deferred income tax liabilities
Deferred mining taxes
Mining properties
Property, plant and
equipment
Exploration and evaluation
assets
Long-term debt and other

IN PROFIT

RECOGNIZED IN
OWNER’S NET

OR LOSS

INVESTMENT

$

$

BALANCE AS AT
SEPTEMBER 30,
2020
(UNAUDITED)
$

1,284,639
2,348,765
1,243,288
30,000
4,906,692

–
42,488
41,007
–
83,495

–
–
–
–
–

1,284,639
2,391,253
1,284,295
30,000
4,990,187

(2,267,276)
(497,954)
(1,268,591)

(25,653)
(41,007)
–

–
–
–

(2,292,929)
(538,961)
(1,268,591)

(3,087,050)
(53,097)
(7,173,968)

(42,488)
–
(109,148)

–
–
–

(3,129,538)
(53,097)
(7,283,116)

(2,267,276)

(25,653)

–

(2,292,929)

BALANCE AS AT
JUNE 30,
2019
$

RECOGNIZED
IN PROFIT

RECOGNIZED IN
OWNER’S NET

OR LOSS

INVESTMENT

$

$

BALANCE AS AT
JUNE 30,
2020
$

1,321,791
1,450,810
1,226,921
41,000
4,040,522

(37,152)
897,955
16,367
(11,000)
866,170

–
–
–
–
–

1,284,639
2,348,765
1,243,288
30,000
4,906,692

(2,096,247)
(127,976)

(171,029)
(369,978)

–
–

(2,267,276)
(497,954)

(985,946)

(282,645)

–

(1,268,591)

(2,803,712)
(122,888)
(6,136,768)

(283,338)
69,791
(1,037,199)

–
–
–

(3,087,050)
(53,097)
(7,173,968)

(2,096,247)

(171,029)

–

(2,267,276)

BALANCE AS AT
JUNE 30,
2020
$

RECOGNIZED
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
21. DEFERRED INCOME AND MINING TAXES (CONTINUED)

Deferred income tax assets
Property, plant and equipment
Operating losses
Asset retirement obligations
Debt issuance costs
Deferred income tax liabilities
Deferred mining taxes
Mining properties
Property, plant and equipment
Exploration and evaluation
assets
Long-term debt and other

Deferred income tax assets
Property, plant and equipment
Operating losses
Asset retirement obligations
Deferred income tax liabilities
Deferred mining taxes
Mining properties
Property, plant and equipment
Exploration and evaluation
assets
Long-term debt and other

BALANCE AS AT
JUNE 30,
2018
$

RECOGNIZED

1,214,709
249,747
1,095,690
–
2,560,146

IN PROFIT

RECOGNIZED IN
OWNER’S NET

OR LOSS

INVESTMENT

$

$

BALANCE AS AT
JUNE 30,
2019
$

107,082
1,201,063
131,231
41,000
1,480,376

–
–
–
–
–

1,321,791
1,450,810
1,226,921
41,000
4,040,522

(1,284,262)
(155,347)
(749,946)

(811,985)
27,371
(236,000)

–
–
–

(2,096,247)
(127,976)
(985,946)

(1,455,820)
(199,033)
(3,844,408)

(1,347,892)
76,145
(2,292,361)

–
–
–

(2,803,712)
(122,888)
(6,136,769)

(1,284,262)

(811,985)

–

(2,096,247)

BALANCE AS AT
JULY 1,
2017
$

RECOGNIZED
IN PROFIT

BUSINESS

OR LOSS

COMBINATION

$

$

BALANCE AS AT
JUNE 30,
2018
$

–
531,845
–
531,845

1,214,709
(282,099)
830,690
1,763,300

–
–
265,000
265,000

1,214,709
249,746
1,095,690
2,560,145

(872,855)
(531,847)
–

(963,421)
641,499
(749,946)

552,016
(265,000)
–

(1,284,260)
(155,348)
(749,946)

–
–
(1,404,702)

(1,455,820)
(199,033)
(2,726,721)

–
–
287,016

(1,455,820)
(199,033)
(3,844,407)

(872,857)

(963,421)

552,016

(1,284,262)
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
21. DEFERRED INCOME AND MINING TAXES (CONTINUED)
Deferred tax assets have not been recognized in respect of the following items:
BALANCE AS AT
SEPTEMBER 30,
2020
(UNAUDITED)
$
Non-capital loss carryforwards
Property, plant and
equipment
Asset retirement
obligations
Exploration and evaluation
assets
Others

BALANCE AS AT BALANCE AS AT
JUNE 30,
JUNE 30,
2020
2019
$
$

BALANCE AS AT
JUNE 30,
2018
$

BALANCE AS AT
JULY 1,
2017
$

1,778,435

1,368,551

1,797,643

2,309,575

830,619

–

–

–

–

29,305

–

–

–

–

111,946

–

–

–

–

144,785

–

–

–

–

3,551

1,778,435

1,368,551

1,797,643

2,309,575

1,120,206

Deferred tax assets have not been recognized in respect of these items because it is not probable that future
taxable profit will be available against which the Entity could utilize benefits therefrom.
Trade and other payables include $408,123 as at June 30, 2020 ($352,743 as at June 30, 2019) of income taxes
and mining taxes payable.
The SpinCo Entities have the following net operating losses as at September 30, 2020
$
4,561
569,407
566,242
187,288
–
61,391
99,309
654,488
341,922
521,887
918,663
673,374
1,869,307
2,935,737
3,076,945
1,712,740
1,546,730
15,739,991

2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
Fair value of financial instruments
Current financial assets and liabilities, which include cash and cash equivalents, other receivables, in trust
deposits, and other payables, approximate their fair value due to their immediate or short-term maturity.
Therefore, no details regarding their fair value are presented below.
The carrying value of non-current liabilities, which includes balance of purchase price and the royalty buy-back
option, approximates its fair value. The fair value of these financial liabilities is calculated based on the present
value of principal and interest cash outflows that are discounted at market rates at the reporting date taking
into account the Entity's credit risk.
The following table shows the carrying amount and fair value of financial assets and liabilities, and their level in
the fair value hierarchy:

AS AT SEPTEMBER 30, 2020 (UNAUDITED)
Financial liabilities measured at
amortized cost
Balance of purchase price
Royalty buy-back option

AS AT JUNE 30, 2020
Financial liabilities measured at
amortized cost
Balance of purchase price
Royalty buy-back option

AS AT JUNE 30, 2019
Financial liabilities measured at
amortized cost
Balance of purchase price

CARRYING

FAIR

AMOUNT

VALUE

LEVEL
1

LEVEL
2

LEVEL
3

$

$

$

$

$

1,663,284
1,387,642

1,663,284
1,387,642

–
–

–
–

1,663,284
1,387,642

CARRYING

FAIR

AMOUNT

VALUE

LEVEL
1

LEVEL
2

LEVEL
3

$

$

$

$

$

5,920,634
1,343,792

5,920,634
1,343,792

–
–

–
–

5,920,634
1,343,792

CARRYING

FAIR

AMOUNT

VALUE

LEVEL
1

LEVEL
2

LEVEL
3

$

$

$

$

$

6,147,290

6,147,290

–

–

6,147,290
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair value of financial instruments (continued)
AS AT JUNE 30, 2018
Financial liabilities measured at
amortized cost
Balance of purchase price
AS AT JULY 1, 2017
Financial liabilities measured at
amortized cost
Balance of purchase price

VALUE

LEVEL
1

LEVEL
2

LEVEL
3

$

$

$

$

7,042,335

–

–

7,042,335

CARRYING

FAIR

AMOUNT

VALUE

LEVEL
1

LEVEL
2

LEVEL
3

$

$

$

$

$

3,474,800

3,474,800

–

–

3,474,800

CARRYING

FAIR

AMOUNT

$

7,042,335

Risk exposure and management
The Entity is exposed to several risks at different levels. The type of risk and the way the exposure is managed
are described hereafter:
A)

Market risk
Market risk is the risk that changes in market prices, such as interest rates and foreign exchange will affect
the Entity’s income. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing return.
Interest rate risk
Interest rate risk refers to the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Cash equivalents and trust deposits bear interest
at a fixed rate. In connection with these, the Entity is exposed to a limited change in fair value as they are
redeemable at any time or the Entity intends to use them in the short term for its operations. The Entity's
exposure to cash flow risk related to the interest rate on its non-current financial liabilities is limited, as
one of the amounts payable under the balance of purchase price bears interest at a fixed rate and the
other does not bear interest.
Currency risk
Exposure to currency exchange rates arises from revenues from the sale of precious metals and purchases
that the Entity carries out in foreign currencies. Precious metal revenues are either earned in or based on
US dollar precious metal prices, while most operating costs are in Canadian dollars. Since the price of gold
is established in US dollars, the Entity may manage its exposure to this risk by occasionally entering into
various types of foreign exchange contracts or completing sales directly in Canadian dollars with
institutions. As at June 30, 2020, US dollar-denominated financial instruments consisted of the amounts
payable under the balance of purchase price. The Entity don’t have any US dollar denominated financial
instruments as at September 30, 2020 (unaudited).
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)
Risk exposure and management (continued)
A)

Market risk (continued)
Currency risk (continued)
The balance of the purchase price including capitalized interest, denominated in U.S. dollars, amounts to
CA$4,298,249 (US$3,153,984) as at June 30, 2020 and CA$4,298,116 (US$3,284,265) as at June 30, 2019.
The Entity has not entered into any foreign exchange contracts to mitigate this risk.
A 5% increase or decrease in the U.S. dollar at the closing date would have had the effect, assuming that
all other variables, particularly interest rates, remained constant, of increasing (decreasing) the value of
the balance of the purchase price by $214,912 as at June 30, 2020 ($164,213 as at June 30, 2019).
Gold commodity price risk
The Entity’s income is directly related to commodity prices as revenues are derived primarily from the sale
of gold. For its gold production, the Entity may reduce its risk of a decrease in the price of gold through
the occasional use of forward sales contracts and put and call options.
The Entity accounts for all derivative instruments at fair value, except for certain derivative instruments
that qualify for the exception relating to purchases and sales in the normal course of business.
As at June 30, 2020 and September 30, 2020 (unaudited), the Entity had not entered into any forward
contracts, while it had the following contracts hedging its gold production as at June 30, 2019 relating to
purchases and sales in the normal course of business:
JUNE 30, 2019
Expiration
July 2019
Balance as at June 30, 2019

B)

Forward
contracts
(ounces)
(200)

($)
1,878

(200)

1,878

Credit risk
Credit risk is the risk of financial loss to the Entity if a counterparty to a financial instrument fails to meet
its contractual obligations. Credit risk arises principally from the Entity’s cash and cash equivalents and
the carrying amount of these financial assets represents the Entity’s maximum exposure to credit risk as
at the date of the combined carve-out financial statements. The credit risk on cash and cash equivalents
is limited because the counterparties are banks with high credit ratings assigned by international creditrating agencies and the Government of Canada. In the case of the balance of sale, the Entity performs a
credit analysis or ensures that it has sufficient collateral in the event of non-payment by the third party to
cover the carrying value of the balance of sale.
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MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
22. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)
Risk exposure and management (continued)
C)

Liquidity risk
Liquidity risk is the risk that the Entity will not be able to meet the financial obligations associated with its
financial liabilities as they fall due. The Entity manages liquidity risk through the management of its capital
structure as outlined in Note 23. It also manages liquidity risk by continuously monitoring actual and
projected cash flows.
As at June 30, 2020 and September 30, 2020 (unaudited), all of the Entity's financial liabilities and other
obligations were due within the next 12 months (except for the balance of purchase price payable and the
royalty buy-back option) and the Entity had sufficient funds available to meet its current financial
liabilities.
The following table shows the Entity’s financial liabilities based on the contractual maturities, including
any interest payable, as at September 30, 2020 (unaudited):

Trade and other payables
Balance of purchase price
payable in cash
Royalty buy-back option

CARRYING

CONTRACTUAL

0 TO 12

12 TO 24

OVER 24

AMOUNT

CASH FLOWS

MONTHS

MONTHS

MONTHS

$
2,182,823

$
2,182,823

$
2,182,823

$
–

$
–

1,663,282
1,387,642

800,000
2,500,000

800,000
–

–
–

–
2,500,000

5,233,747

5,482,823

2,982,823

–

2,500,000

The following table shows the Entity’s financial liabilities based on the contractual maturities, including
any interest payable, as at June 30, 2020:

Trade and other payables
Balances of purchase price
payable in cash
Royalty buy-back option

CARRYING

CONTRACTUAL

0 TO 12

12 TO 24

OVER 24

AMOUNT

CASH FLOWS

MONTHS

MONTHS

MONTHS

$
1,685,541

$
1,685,541

$
1,685,541

$
–

$
–

5,920,634
1,343,792

5,098,249
2,500,000

3,265,499
–

1,832,750
–

–
2,500,000

8,949,967

9,283,790

4,951,040

1,832,750

2,500,000

COMBINED CARVE-OUT FINANCIAL STATEMENTS

F-98

PAGE 54

MONARCH MINING SPINCO
NOTES TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
PERIODS OF THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019 AND YEARS ENDED JUNE 30, 2020, 2019
AND 2018
23. CAPITAL MANAGEMENT
As at September 30, 2020 (unaudited) and June 30, 2020, the Entity’s capital consists of Owner’s net investment
and long-term debt amounting to $32,515,357 and $31,443,458, respectively ($29,682,540 as at June 30, 2019
and $23,133,552 as at June 30, 2018).
The Entity’s capital management objective is to have sufficient capital to be able to pursue its exploration
activities plan in order to ensure the growth of its assets. It also aims to have sufficient liquidity to finance its
exploration expenses, investing activities and working capital requirements. The Entity has financed its
operations primarily from funding provided by Monarch. Under the Plan of Arrangement, the Entity will have
cash of $14 million to fund operations as a stand-alone entity. See note 1.
In order to maintain or adjust the capital structure, the Entity may issue new capital instruments, obtain debt
financing and acquire or sell mining properties to improve its financial performance and flexibility.
Access to financing depends on the economic situation and equity and credit market conditions.
The Entity has no dividend policy.
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MONARCH MINING CORPORATION
UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS

MONARCH MINING CORPORATION
68 AVENUE DE LA GARE, SUITE 205
SAINT-SAUVEUR (QUÉBEC) J0R 1R0
TEL. : 1-888-994-4465

F-101

PRO FORMA CONSOLIDATED STATEMENT OF FINANCAL POSITION
AS AT SEPTEMBER 30, 2020
(Expressed in Canadian dollars)
UNAUDITED

COMBINED
MONARCH
CARVE-OUT
MINING MONARCH MINING
CORPORATION
SPINCO
$
$

PRO FORMA
ADJUSTMENTS

NOTE

$

MONARCH MINING
CORPORATION
PRO FORMA
CONSOLIDATED
$

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Commodity taxes and other
receivables
Balance of sale
Inventory
Prepaid expenses and deposits

1

283,813

13,716,187
(1)

4 a)
4 d)

14,000,000

–
–
–
–
1

2,122,006
2,000,000
1,192,204
323,435
5,921,458

–
–
–
–
13,716,186

2,122,006
2,000,000
1,192,204
323,435
19,637,645

–
–
–
–
–
1

1,281,929
13,282,108
8,903,262
14,319,089
37,786,388
43,707,846

–
–
–
–
–
13,716,186

1,281,929
13,282,108
8,903,262
14,319,089
37,786,388
57,424,033

–
–
–

2,665,522
832,371
3,497,893

–
(800,000)
(800,000)

–
–

889,767
1,387,642

(863,282)
–

4 b)

26,485
1,387,642

–
–
–
–

2,292,929
4,846,396
9,416,734
12,914,627

2,117,071
–
1,253,789
453,789

4 C)

4,410,000
4,846,396
10,670,523
13,368,416

–
1

30,793,219
–

4 e)
4 a)
4 b)
4 c)
4 d)

–
44,055,617

1
1

30,793,219
43,707,846

(30,793,219)
44,509,406
1,663,282
(2,117,071)
(1)
13,262,397
13,716,186

NON-CURRENT ASSETS
In trust deposits
Property, plant and equipment
Mining properties
Exploration and evaluation assets

LIABILITIES
CURRENT LIABILITIES
Trade and other payables
Current portion of long-term debt

4 b)

2,665,522
32,371
2,697,893

NON-CURRENT LIABILITIES
Long-term debt
Royalty buy-back option
Deferred income taxes and mining
taxes
Asset retirement obligations

EQUITY
Owner’s net investment
Share capital and warrants

44,055,617
57,424,033

The accompanying notes are an integral part of these unaudited pro forma consolidated financial statements.
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PRO FORMA CONSOLIDATED STATEMENT OF NET LOSS AND COMPREHENSIVE LOSS
THREE MONTHS ENDED SEPTEMBER 30, 2020
(Expressed in Canadian dollars)
UNAUDITED
COMBINED
CARVE-OUT
MONARCH MINING
SPINCO
$
–
–
–

Revenue
Cost of sales
Gross margin

$
–
–
–

MONARCH MINING
CORPORATION
PRO FORMA
CONSOLIDATED
$
–
–
–

PRO FORMA
ADJUSTMENTS

NOTE

Administration
Care and maintenance
Exploration
Operating loss

466,477
324,933
1,091,599
(1,883,009)

–
–
–
–

466,477
324,933
1,091,599
(1,883,009)

Finance income
Finance expense
Gain on foreign exchange
Gain on disposal
Other income related to flow-through shares
Loss before taxes

68,050
(137,099)
176,027
11,890
44,285
(1,719,856)

–
–
–
–
(44,285)
(44,285)

68,050
(137,099)
176,027
11,890
–
(1,764,141)

Current income and mining tax recovery
Deferred mining tax expense

–
25,653
–
(1,745,509)

(467,497)
(25,653)
(493,150)
(448,865)

Net loss and comprehensive loss

4 f)

4 g)
4 g)

(467,497)
–
(467,497)
(1,296,644)

The accompanying notes are an integral part of these unaudited pro forma consolidated financial statements
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PRO FORMA CONSOLIDATED STATEMENT OF NET EARNINGS AND COMPREHENSIVE INCOME
YEAR ENDED JUNE 30, 2020
(Expressed in Canadian dollars)
UNAUDITED

$
–
–
–

MONARCH MINING
CORPORATION
PRO FORMA
CONSOLIDATED
$
6,655,313
3,675,682
2,979,631

1,820,841
2,332,816
99,042
(1,273,068)

–
–
–
–

1,820,841
2,332,816
99,042
(1,273,068)

Finance income
Finance expense
Loss on foreign exchange
Gain on disposal
Other income related to flow-through shares
Earnings before taxes

6,451
(338,663)
(137,023)
3,647,356
370,514
2,275,567

–
–
–
–
(370,514)
(370,514)

6,451
(338,663)
(137,023)
3,647,356
–
1,905,053

Current income and mining tax expense
Deferred mining tax expense

68,000
171,029
239,029
2,036,538

505,792
(171,029)
334,763
705,277

COMBINED
CARVE-OUT
ARCH MINING SPINCO
$
6,655,313
3,675,682
2,979,631

Revenue
Cost of sales
Gross margin
Administration
Care and maintenance
Exploration
Operating loss

Net earnings and comprehensive income

PRO FORMA
ADJUSTMENTS

NOTE

4 f)

4 g)
4 g)

573,792
–
573,792
1,331,261

The accompanying notes are an integral part of these unaudited pro forma consolidated financial statements.
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

1. GENERAL INFORMATION AND PROPOSED TRANSFER OF ASSETS AND LIABILITIES
The unaudited pro forma consolidated financial statements have been prepared by management for purposes
of inclusion in the management information circular (the “Circular”) of Monarch Gold Corporation (“Monarch”)
dated November 23, 2020, in respect of the annual and special meeting of securityholders of Monarch to
consider a plan of arrangement (the “Arrangement”) involving Monarch, its securityholders and Yamana Gold
Inc. (“Yamana”), pursuant to which Yamana will acquire all of the issued and outstanding common shares of
Monarch, including common shares that may become outstanding after the date of the execution of the
Arrangement but before the effective time of the Arrangement.
Under the Arrangement, Monarch will first complete a spin-out to its shareholders, through a newly-formed
company, Monarch Mining Corporation (“SpinCo” or the “Company”), that will hold certain mineral properties
and certain other assets and liabilities of Monarch.
SpinCo was incorporated on November 11, 2020 under the Canada Business Corporations Act. The Company
was formed for the sole purpose of participating in the Arrangement. The Company has not carried on any active
business other than in connection with the Arrangement and related matters. The Company’s head and
registered office is located at 68 avenue de la Gare, Suite 205, St-Sauveur, QC J0R 1R0.
Before implementation of the Arrangement
At September 30, 2020, in relation with its Fayolle acquisition in August 2019, Monarch had 2,266,666 shares
to be issued to the seller (1,133,334 shares to be issued no later than December 19, 2020 and 1,133,333 shares
to be issued no later than August 19, 2021). Monarch will issue these 2,266,666 shares to the seller before the
closing, as per the terms of the arrangement agreement dated November 1, 2020 entered into between
Monarch and Yamana in connection with the Arrangement (the “Arrangement Agreement”). The Fayolle
property was subsequently sold by Monarch in May 2020.
In addition, as at September 30, 2020, Monarch also had a balance of purchase payable in relation with two
properties to be transferred to SpinCo. In connection therewith, $400,000 cash and $400,000 in Monarch shares
are payable in December 2020, and $400,000 in cash and $600,000 in Monarch shares are payable in
December 2021. As per the terms of the Arrangement Agreement, the balance of the purchase price payable
will be settled by Monarch before the effective time of the Arrangement (the “Effective Time”). The number of
shares to be issued by Monarch for a deemed amount of $1 million is to be adjusted based on the value of the
five-day volume weighted average price of the Monarch shares immediately prior to the settlement.
Upon implementation of the Arrangement
The following assets and liabilities will be transferred by Monarch to SpinCo:
i)

ii)

The Beaufor mine, the McKenzie Break property, the Croinor Gold property, the Swanson property and
the Beacon Gold mill and property (the “SpinCo Properties’’) and all assets and liabilities related to the
SpinCo Properties; and
Sufficient cash to bring the total amount of cash in SpinCo to $14 million,
(collectively the “Transferred Assets”).
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

1. GENERAL INFORMATION AND PROPOSED TRANSFER OF ASSETS AND LIABILITIES (CONTINUED)
Following the transactions noted above, each outstanding common share of Monarch will be exchanged for:
i)

$0.192 in cash from Yamana;

ii)

0.0376 of a Yamana share (a value of C$0.288 based on the volume weighted average price of the
Yamana shares on the TSX for the 20 trading days ended on October 30, 2020); and

iii)

0.20 of a SpinCo Share (with each full share having an estimated value of C$0.75 per share).

The shares of SpinCo will be distributed to Monarch shareholders (each share of Monarch held will result in the
receipt of a 0.2 share of SpinCo). The Company will apply to have the shares of SpinCo listed for trading on the
Toronto Stock Exchange (“TSX”), or another recognized stock exchange in Canada. However, no assurance can
be given as to if, or when, such shares will be listed or traded on any such stock exchange.
The completion of the Arrangement is subject to the satisfaction of a number of conditions, including TSX
approval, court approval, and obtaining the requisite approval from the securityholders of Monarch.
Upon completion of the Arrangement, SpinCo will be an exploration and evaluation company that is primarily
engaged in the business of exploring and developing the SpinCo Properties.

2. BASIS OF PRESENTATION
The unaudited pro forma consolidated financial statements have been prepared for illustrative purposes only
and give effect to the Arrangement and pursuant to pro forma adjustments described in Note 4.
The unaudited pro forma consolidated financial statements are not necessarily indicative of the financial
position and results of operations that would have been achieved if the proposed Arrangement had been
completed on the dates presented, nor do they claim to project the results of operations or financial position
of the Company for any future period or as of any future date.
The unaudited pro forma consolidated financial statements should be read in conjunction with:
i)

the description of the transactions in the Circular;

ii)

the audited combined carve-out financial statements, together with the notes thereto, of SpinCo as at
and for the years ended June 30, 2020, 2019 and 2018, included in the Circular (Appendix F, Schedule 1);

iii)

the unaudited combined carve-out financial statements, together with the notes thereto, of SpinCo as
at and for the three-month periods ended September 30, 2020 and 2019, included in the Circular
(Appendix F, Schedule 1);

iv)

the audited consolidated financial statements, together with the notes thereto, of Monarch as at and
for the years ended June 30, 2020 and 2019, and

v)

the unaudited consolidated financial statements, together with the notes thereto, of Monarch as at and
for the three-month periods ended September 30, 2020 and 2019.
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

2. BASIS OF PRESENTATION (CONTINUED)
The historical financial statements have been adjusted in the unaudited pro forma financial statements to give
effect to pro forma events that are:
i)
ii)
iii)

directly attributable to the Arrangement;
factually supportable; and
with respect to the pro forma consolidated statements of net earnings (loss) and comprehensive
earnings (loss), expected to have a continuing impact on the combined results following the
Arrangement.

In the opinion of management, these unaudited pro forma consolidated financial statements include all
adjustments necessary for a fair presentation of the transactions described in the notes to the unaudited pro
forma consolidated financial statements applied on a basis consistent with the accounting policies of SpinCo as
set out in the historical combined carve out financial statements as at and for the year ended June 30, 2020.
As of the date of transfer of the Transferred Assets to SpinCo, the transaction will be accounted in the accounts
of SpinCo at their historical carrying values in the accounts of Monarch since the transfer occurs between
companies under common control. The unaudited pro forma consolidated financial information will differ from
the final accounting for a number of reasons, including the fact that the definitive determination of the carrying
value of the Transferred Assets will occur on the date of transfer.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies used in preparing the unaudited pro forma consolidated financial statements are set
out in SpinCo’s audited combined carve-out financial statements as at and for the year ended June 30, 2020,
which have been prepared in accordance with IFRS as issued by the International Accounting Standards Board.

4. PRO FORMA ADJUSTMENTS
The unaudited pro forma consolidated financial statements include the following assumptions and adjustments
to give effect to the Arrangement and related transactions, as described in Note 1, as if the Arrangement and
related transactions had occurred on July 1, 2019, for the unaudited pro forma consolidated statement of
earnings (loss) and comprehensive earnings (loss) items, and on September 30, 2020 for the unaudited pro
forma consolidated statement of financial position items.
Pro forma adjustments to the statement of financial position
a.

b.
c.
d.
e.

To record the issuance of 66,335,483 SpinCo common shares to purchase the Transferred Assets from
Monarch and the issuance of 19,024,728 SpinCo warrants as per the terms of the Arrangement. The
common shares and warrants have been recorded at the carrying amount of the Transferred Assets in
Monarch.
To record settlement of the balance of purchase price payable by Monarch for two properties before
the closing of the transaction.
To adjust deferred income taxes and mining taxes payable to reflect the tax structure of SpinCo at
closing.
To cancel the initial share issued by SpinCo, as per the terms of the Arrangement.
To eliminate the net owner investment, which represented the amount of Monarch’s net investment in
the SpinCo Properties and all assets and liabilities related to the SpinCo Properties.
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

4. PRO FORMA ADJUSTMENTS (CONTINUED)
Pro forma adjustments to the statement of net earnings (loss) and comprehensive income (loss)
f.

g.

To eliminate the Other income related to flow-through shares that was allocated to SpinCo in the
historical combined carve-out financial statements, to reflect the proposed equity structure of SpinCo
from the date that the Company gives effect to the Arrangement.
To eliminate the deferred mining taxes of the combined carve-out financial statements and replace it
with current income taxes on the estimated taxable income using a tax rate of 26.50% for the quarter
ended September 30, 2020 and 26.55% for the year ended June 30, 2020 to reflect the tax structure of
SpinCo as a stand-alone entity.

5. SHARE CAPITAL AND WARRANTS
The Share capital as at September 30, 2020 in the unaudited pro-forma consolidated statement of financial
position is comprised of the following (the number of shares to be issued by SpinCo reflects the share issuance
of 0.2 share of SpinCo for each 1 share of Monarch under the Arrangement):
NUMBER OF
SHARES

NUMBER OF
WARRANTS

$

Common shares, no par value, voting:
Opening balance - SpinCo
Common shares and warrants to be issued at the date of
transfer of the Transferred Assets (1) (2)
Cancellation of the initial share

1

–

1

66,335,483
(1)

19,024,728
–

44,055,617
(1)

Total

66,335,483

19,024,728

44,055,617

(1) As described in note 1, Monarch will settle the balance of purchase price payable in relation to two properties that will transferred to
SpinCo prior to the Effective Time. The number of shares to be issued by Monarch for a deemed amount of $1 million is to be adjusted
based on the value of the five-day volume weighted average price of the Monarch shares immediately prior to the settlement. For
purposes of the pro forma financial statements, the number of SpinCo shares to be issued to Monarch at the Effective Time was
determined using a share price of $0.63 per share, representing the Monarch share price as established by the total consideration to
be received pursuant to the Yamana acquisition at the date of announcement of November 2, 2020. Accordingly, included in the shares
to be issued to Monarch are 317,460 common shares related to this settlement (adjusted using the issuance of 0.2 share of SpinCo for
each 1 share of Monarch). At the Effective Time, the actual number of shares will be adjusted to reflect the five-day volume weighted
average price of the Monarch shares.
(2) Assuming that all of the options are all exercised prior to closing, rather than being paid out in option shares under the pl an of
arrangement. The number of shares issuable in respect of the options would be different if the options remain outstanding at the
effective time and get paid out in option shares based on the in-the-money amount.

As at September 30, 2020, Monarch had 315,085,953 shares outstanding, 2,266,666 shares to be issued and
12,737,500 share purchase options outstanding in the money.
As at September 30, 2020, Monarch had 19,024,728 warrants (the “Certificated Warrants”) outstanding issued
pursuant to standalone warrant certificates and 10,217,000 warrants (the “Indenture Warrants”) outstanding
issued pursuant to a warrant indenture dated September 17, 2020 between Monarch and Computershare Trust
Company of Canada (the “Warrant Indenture”).

PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS
F-108

PAGE 8

NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

5. SHARE CAPITAL AND WARRANTS (CONTINUED)
In accordance with the terms of the certificates representing the Certificated Warrants, for each unexercised
Certificated Warrant outstanding prior to the Effective Time, the holder will receive:
i) a warrant (a “Replacement Yamana Warrant”) to purchase from Yamana 0.0376 of a Yamana share (and
when aggregated with the other similar Replacement Yamana Warrants of a holder of such Certificated
Warrants resulting in a fraction of a Yamana share, they shall be rounded down to the nearest whole
number of Yamana shares). Each Replacement Yamana Warrant shall provide for an exercise price per
Replacement Yamana Warrant (rounded up to the nearest whole cent) equal to the exercise price per
Yamana share that would otherwise be payable to acquire a Monarch common share pursuant to the
Certificated warrant it replaces less $0.192 and less the exercise price of the Replacement SpinCo Warrant.
The term of expiry, conditions to and manner of exercise (provided any Replacement Yamana Warrant shall
be exercisable at the offices of Yamana or its transfer agent) and other terms and conditions of each
Replacement Yamana Warrant shall be as nearly equivalent as practicable as the terms and conditions of
the certificates governing such Certificated Warrant for which it is exchanged.
ii)

a warrant (a “Replacement SpinCo Warrant”) to purchase from SpinCo 0.2 of a SpinCo share (and when
aggregated with the other similar Replacement SpinCo Warrants of a holder of such Certificated Warrants
resulting in a fraction of a SpinCo share, they shall be rounded down to the nearest whole number of SpinCo
shares). Each Replacement SpinCo Warrant shall provide for an exercise price per SpinCo share determined
by the following formula (rounded up to the nearest whole cent): (original exercise price per Monarch
common share x (fair market value of a SpinCo share (1) x 0.2)) / (fair market value of a Monarch class A
share (1) + (fair market value of a SpinCo share (1) x 0.2)). The term of expiry, conditions to and manner of
exercise (provided any Replacement SpinCo Warrant shall be exercisable at the offices of SpinCo or its
transfer agent) and other terms and conditions of each Replacement SpinCo Warrant shall be as nearly
equivalent as practicable as the terms and conditions of the certificates governing such Certificated Warrant
for which it is exchanged.
(1) “fair market value” with reference to:
(i)

a Yamana share means the amount that is the closing price of Yamana shares on the TSX on the last trading day immediately
prior to the Effective Date;

(ii) a Monarch class A share means the amount that is the sum of the fair market value of a Yamana share multiplied by 0.0376
plus $0.192;
(iii) a SpinCo share means the amount determined by subtracting the fair market value of a Monarch Class A share from the closing
price of Monarch common shares on the TSX on the last trading day immediately before the Effective Date and dividing the
difference by 0.2;
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

5. SHARE CAPITAL AND WARRANTS (CONTINUED)
In accordance with the terms of the Warrant Indenture, for each Indenture Warrant the holder will be entitled
to receive (and such holder shall accept) upon the exercise of such holder’s Indenture Warrants, in lieu of
Monarch common shares to which such holder was theretofore entitled upon such exercise, and for the same
aggregate consideration payable therefor, the number of Yamana shares, the value of the cash consideration
and SpinCo shares which the holder would have been entitled to receive as a result of the transactions
contemplated by the Arrangement if, immediately prior to the Effective Time, such holder had been the
registered holder of the number of Monarch shares to which such holder would have been entitled if such holder
had exercised such holder’s Indenture Warrants immediately prior to the Effective Time. Each Indenture
Warrant shall continue to be governed by and be subject to the terms of the Warrant Indenture, subject to any
supplemental indenture, warrant certificate or exercise documents, as applicable, issued provided by the
Yamana and SpinCo (as they mutually agree, each acting reasonably) to holders of the Indenture Warrants to
facilitate the exercise of the Indenture Warrants and the payment of the corresponding portion of the exercise
price therefor.
Upon any valid exercise of a Indenture Warrant after the Effective Time, Yamana shall issue the requisite number
of Yamana shares and SpinCo shall issue the requisite number of SpinCo shares, necessary to settle such
exercise, provided that Yamana or SpinCo, as applicable, has received the portion of the Indenture Warrant
exercise price such that the Indenture Warrant exercise price is divided between the Yamana and SpinCo as
follows:
i)

ii)

the Purchaser shall receive a portion of the exercise price equal to the original exercise price of the
Indenture Warrant less the cash consideration amount that would have been payable in exchange for that
number of Monarch shares that were previously issuable upon exercise and less the exercise price payable
to SpinCo as set out below; and
SpinCo shall receive a portion of the exercise price determined in accordance with the following formula:
(original exercise price x (fair market value of a SpinCo Share x 0.2)) / (fair market value of a Monarch
Common Share + (fair market value of a SpinCo share x 0.2)).

The number of Replacement SpinCo Warrant to be outstanding at the Effective Time will be as follows:
NUMBER OF REPLACEMENT SPINCO WARRANTS OUTSTANDING
AS AT SEPTEMBER 30, 2020

EXERCISE PRICE
$

6,410,256 (exercisable)
118,182 (exercisable)
1,205,040 (exercisable)
11,291,250 (exercisable)

Note 1
Note 1
Note 1
Note 1

EXPIRY DATE
March 2021
April 2021
September 2022
June 2023

19,024,728
The number of Monarch Indenture warrants to be outstanding at the Effective Time will be as follows:
NUMBER OF MONARCH INDENTURE WARRANTS OUTSTANDING
AS AT SEPTEMBER 30, 2020

EXERCISE PRICE

EXPIRY DATE

Note 2

September 2022

10,217,000 (exercisable)
Note 1: See description above related to Certificated Warrants
Note 2: See description above related to Indenture Warrants
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

6. SHARE PURCHASE OPTION AND RESTRICTED SHARE UNIT PLANS
Share Purchase Option Plan
As part of the Arrangement, the shareholders of Monarch will vote to approve a stock option plan (the “Plan”)
whereby the Board of Directors of SpinCo may grant to employees, officers, directors and consultants of SpinCo
stock options to acquire common shares in such numbers, for such terms and at such exercise prices as may be
determined by the Board of Directors. The exercise price may not be lower than the market price of the SpinCo
common shares at the time of grant.
The Plan will provide that the maximum number of common shares of SpinCo that may be reserved for issuance
under the Plan shall not be greater than 10% of the issued and outstanding shares of SpinCo. The
implementation of the SpinCo share purchase option plan will be subject to completion of the Arrangement.
The maximum number of SpinCo common shares which may be reserved for issuance with regards to stock
options to a single holder may not exceed 5% of the outstanding SpinCo common shares at the time of vesting
and may not exceed 2% of the outstanding SpinCo common shares for consultants and investor relations
representatives. These options are not assignable or transferable unless by legacy or inheritance and expire no
later than five years after being granted. If an option holder leaves SpinCo, his options normally expire no later
than one year following his departure, subject to the conditions established under the Plan. The vesting period
for the stock options varies from immediate vesting up to 36 months following the acquisition date and the life
of the options varies from two to five years.
No stock options will be issued before the closing date.
Restricted Share Unit Plan
As part of the Arrangement, the shareholders of Monarch will also vote to approve a restricted share unit plan
(“RSU Plan”), which provides for grants of restricted share units to Eligible Persons (as defined in the RSU Plan)
in the future.
The RSU Plan will be adopted to provide Eligible Persons with greater incentive to develop and promote the
business and financial success of SpinCo, to align the interests of Eligible Persons with those of the shareholders
of SpinCo generally through a proprietary ownership interest in SpinCo, to recognize the contribution of Eligible
Persons to the growth of SpinCo, to provide a long-term incentive element in an overall compensation package
which is competitive with SpinCo’s peer group, to motivate Eligible Persons under the RSU Plan to achieve
important corporate and personal objectives to be determined between SpinCo and the Eligible Person, as well
as to assist SpinCo in attracting, retaining and motivating Eligible Persons.
No restricted share units will be issued before the closing date. The implementation of the RSU Plan will be
subject to completion of the Arrangement.
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NOTES TO PRO FORMA CONSOLIDATED FINANCIAL STATEMENT
(Expressed in Canadian dollars)
UNAUDITED

7. Earnings (lOSS) PER SHARE

Pro forma net earnings (loss)
Weighted average number of shares outstanding of SpinCo:
Shares deemed issued to Monarch Gold Corporation's existing
shareholders
Dilutive effect of warrants
Total

THREE MONTHS ENDED
SEPTEMBER 30, 2020
$
(1,296,644)

YEAR ENDED
JUNE 30, 2020
$
1,331,261

66,335,483
–

66,335,483
1,743,330

66,335,483

68,078,813

(0.02)

0.02

Basic and diluted pro forma net earnings (loss) per share

Basic and diluted net loss per share are identical for the three months ended September 30, 2020 as all
potentially dilutive common shares are deemed to be antidilutive as a result of the pro forma net loss.
For purposes of calculating the dilutive effect of the warrants in the pro forma financial statements, the inputs
used were derived from the total consideration of $0.63 per Monarch share to be received by Monarch
shareholders pursuant to the Yamana acquisition at the date of announcement of November 2, 2020. At the
Effective Time, the actual calculation of the dilutive effect of warrants will be different to reflect the market
value of the share price of SpinCo and the exercise price of each warrants.
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SCHEDULE III
SPINCO’S MANAGEMENT’S DISCUSSION AND ANALYSIS
See attached.
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MONARCH MINING SPINCO
The Management's Discussion and Analysis ("MD&A") is dated November 23, 2020 and is intended to help readers
become familiar with the combined carve-out activities of Monarch Mining SpinCo (the "Company" or “Entity” or
"SpinCo") and the highlights of its financial results. In particular, it explains its financial performance and its cash
flows for the quarter ended September 30, 2020 and 2019, for the years ended June 30, 2020, 2019 and 2018 and a
comparison of its statements of financial position as at September 30, 2020, June 30, 2020, 2019, 2018 and
July 1, 2017.
This management’s discussion and analysis, prepared in accordance with National Instrument 51-102 Continuous
Disclosure Obligations, should be read in conjunction with the SpinCo's combined carve-out financial statements for
the quarter ended September 30,2020 and for the years ended June 30, 2020 and the accompanying notes. The
combined carve-out financial statements have been prepared in accordance with International Financial Reporting
Standards ("IFRS"). As a result, all comparative financial information presented in this MD&A reflects the consistent
application of IFRS.
The combined carve-out financial statements management report were reviewed by the Audit Committee and
approved by Monarch Gold Corporation's Board of Directors on November 23, 2020. Unless otherwise indicated, all
amounts presented in this MD&A are expressed in Canadian dollars.

FORWARD-LOOKING STATEMENTS
Some statements contained in this MD&A, especially the opinions, the projects, the objectives, the strategies, the
estimates, the intent and the expectations of the Company that are not based on historical data, are forward-looking
statements. Such statements can be recognized by the terms “forecast”, “anticipate”, “consider”, “foresee” and
other similar terms and expressions. These statements are based on information available at the time they are made,
on assumptions and expectations by management, acting in good faith, concerning future events and concerning,
by their nature, known and unknown risks and uncertainties mentioned herein (see the section entitled Risks and
uncertainties). These forward-looking statements include, but are not limited to, the Company’s business objectives.
The actual results for the Company could differ materially from those expressed or implied in these forward-looking
statements. As such, it is recommended not to place undue reliance on forward-looking statements. These
statements do not reflect the potential incidence of special events which could be announced or take place after the
date of this MD&A. Except if the applicable legislation requires it, the Company does not intend to update these
forward-looking statements to reflect, in particular, new information or future events, and it is by no means
committed to doing so.

DESCRIPTION OF THE COMPANY AND INTRODUCTION TO THE COMBINED CARVE-OUT FINANCIAL STATEMENTS
SpinCo is an emerging gold mining company whose objective is to continue its expansion through its large portfolio
of quality projects located in the Abitibi mining camp in Québec, Canada. The SpinCo owns gold properties including
the Beaufor mine, the Croinor Gold and McKenzie Break advanced projects, the Swanson exploration project, as well
as the Beacon mill.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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MONARCH MINING SPINCO
The combined carve-out Financial Statements of Monarch Mining SpinCo are being prepared as part of a proposed
plan of arrangement (the “Arrangement”) involving Monarch Gold Corporation (“Monarch”) and Yamana Gold Inc.
(“Yamana”) pursuant to which Yamana will ultimately acquire the Wasamac property and the Camflo property and
mill through the acquisition of all of the outstanding shares of Monarch
Under the Arrangement, Monarch will first complete a spin-out to its shareholders, through a newly-formed
company, SpinCo Inc. that will hold the assets and liabilities that will not be sold to Yamana, and which will comprise
the following:
i.

The Beaufor mine, the McKenzie Break property, the Croinor Gold property, the Swanson property and
the Beacon Gold mill and property and all assets and liabilities related to these properties (collectively
the “Transferred Assets”); and

ii.

A net cash amount of $14 million.

Accordingly, the combined carve-out financial statements of SpinCo comprise the activities of the Transferred Assets.
SpinCo historically did not exist as a separate legal and reporting group and no separate financial statements were
therefore prepared.
The Entity has historically incurred operating losses and cash outflows related to the operation, exploration and
development of its properties. To date, the Entity has financed its activities mainly through funding provided by
Monarch. The Entity's ability to ultimately achieve operating income in the future depends on the ability to develop
its mining properties and achieve commercial production, and on its ability to raise additional funding to finance its
operations.
The Entity believes that it has sufficient liquidity to meet its obligations over the next 12 months with the support of
Monarch. In addition, under the Arrangement, the Entity will have net cash of $14 million at closing. Also, after
closing of the Arrangement, the Entity's business plan is dependent on raising funds to pursue the development of
its projects. There can be no assurance that the Entity will be able to obtain financing in the future, and there can be
no assurance that such financing sources or initiatives will be available to the Entity or that they will be available on
terms acceptable to the Entity.
In June 2019, the Entity temporarily suspended the operations of the Beaufor mine, which was placed in care and
maintenance.
Monarch was incorporated on February 16, 2011 under the Canada Business Corporations Act. The head office
address is 68, avenue de la Gare, Suite 205, Saint-Sauveur, Québec, J0R 1R0.
Monarch Mining Corporation was incorporated on November 11, 2020 under the Canada Business Corporations Act
to continue the activities of SpinCo upon approval of the Arrangement by the shareholders The head office address
is 68, avenue de la Gare, Suite 205, Saint-Sauveur, Québec, J0R 1R0.
Marc-André Lavergne, Eng., Vice-President Operations and Community Relations, is the Company's qualified person
within the meaning of NI 43-101 who has reviewed and verified the technical content of this MD&A.
The basis of preparation and measurement basis used for the combined carve-out financial statements are detailed
in note 2(B) to the combined carve-out financial statements of SpinCo as at September 30, 2020 and for the three
month periods ended September 30, 2020 and 2019, and as at June 30, 2020, 2019, 2018 and July 1, 2017 and for
the the years ended June 30, 2020, 2019 and 2018.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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MONARCH MINING SPINCO
LOCATION OF PROPERTIES

MANAGEMENT’S DISCUSSION AND ANALYSIS
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MONARCH MINING SPINCO
HIGHLIGHTS AS OF SEPTEMBER 30, 2020
x

The the balance of purchase price of the Beacon property, which includes the Beacon mill with a capacity
of 750 tons per day, was fully repaid.

HIGHLIGHTS AS OF JUNE 30, 2020
x
x

On May 7, 2020, the Entity entered into an agreement with the Caisse de dépôt et placement du Québec
to sell a 3% net smelter return royalty on gold production at the Beaufor mine for $5 million.
On February 25, 2020, the Entity completed the acquisition of mining claims adjacent to the McKenzie Break
property.

HIGHLIGHTS AS OF JUNE 30, 2019
x

On March 29, 2019, the Entity early settled a balance of the purchase price of the McKenzie Break and
Swanson properties of $800,000.

HIGHLIGHTS AS OF JUNE 30, 2018
x
x
x
x
x

On August 3, 2018, the Entity announced the filing on SEDAR of a National Instrument 43-101 technical
report for its Swanson project.
On July 19, 2018, the Entity announced the filing on SEDAR of a National Instrument 43-101 technical report
for its McKenzie Break project.
On March 28, 2018, the Entity announced the filing on SEDAR of a National Instrument 43-101 technical
report for its Croinor Gold project.
On December 21, 2017, the Entity entered into an agreement to acquire the McKenzie Break and Swanson
properties.
On October 2, 2017, Monarch acquired all the mining assets of Richmont Mines Inc. (“Richmont”) in Quebec.
The assets acquired included all of Richmont’s claims, mining leases and mining concessions, including the
Beaufor mine, the Chimo, Monique and Wasamac properties and all the issued and outstanding shares of
Camflo Mill Inc. and Louvem Mines Inc., as well as all plants, mills, buildings, structures, equipment,
inventory and property. Of the assets and liabilities acquired as part of this transaction, the Beaufor mine
and its related assets and liabilities relate to SpinCo .

Beaufor property (Business combination)
On October 2, 2017, Monarch acquired all the mining assets of Richmont Mines Inc. (“Richmont”) in Quebec.
The assets acquired included all of Richmont’s claims, mining leases and mining concessions, including the
Beaufor mine, the Chimo, Monique and Wasamac properties and all the issued and outstanding shares of
Camflo Mill Inc. and Louvem Mines Inc., as well as all plants, mills, buildings, structures, equipment, inventory
and property.
In exchange, Monarch issued 34,633,203 shares having a market value of $12,121,621 and agreed to transfer
$600,000 into a trust account for a 30-month period for future payment of severance payments for employees
transferred upon the acquisition of Richmont’s Quebec mining assets.
The transaction includes environmental obligations of $1,246,382 for the Beaufor mine restoration plan, should
this facility close in the future. Lastly, the Company will pay Richmont royalty on NSR of 1.0% for the Beaufor
property after the Entity has produced 100,000 ounces of gold, following the closing of the Transaction.
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The acquisition was accounted for as a business combination under IFRS 3. Of all the assets and liabilities
acquired only the Beaufor mine and its related assets and liabilities relate to SpinCo Acquisition-related
transaction costs in the amount of $201,212 were expensed in the consolidated statement of net loss and
comprehensive loss.
The following table shows the fair value of the assets acquired and liabilities assumed related to SpinCo which
have been recorded against Owner’s net investment,
$
Fair value of consideration paid:
Common shares issued by Monarch (recorded in Owner’s net investment)
Fair value of net assets acquired:
Cash
Deferred income and mining taxes
Other current assets
Property, plant and equipment, including Beaufor mining property
Current liabilities
Asset retirement obligations
Finance leases

4,106,095

961,301
552,016
3,928,401
3,000,000
(2,029,485)
(1,246,382)
(1,059,756)
4,106,095

For the year ended June 30, 2018, revenue from the business combination included in the statement of net
earnings was $23,913,567, and the net loss was $3,242,785 If the acquisition had occurred on July 1, 2018,
management estimates that the revenue would have been $31,884,756 and the net loss for the year would have
been $4,323,713. In determining these amounts, management has assumed that the fair value adjustments at
the acquisition date would have been the same if the acquisition had occurred on July 1, 2018.
Beaufor property (sell of a net smelter return royalty)
On May 7, 2020, the Entity sold a 3% net smelter return royalty on gold production at the Beaufor mine to the
Caisse de dépôt et placement du Québec ("CDPQ") for a cash consideration of $5,000,000. This amount is
payable in two installments: $3,000,000 at the closing of the transaction and $2,000,000 after 15,000 meters of
drilling on the Beaufor property or within 60 days of the Beaufor mine going into production.
The royalty will be reduced from 3% to 2% (1% reduction) once the Entity has repaid the capital invested by the
CDPQ as royalty.
The Entity has the option to buy back 1% of the royalty sold in consideration of $2,500,000 for a period of five
years following the closing of the transaction.
The sale of the royalty has been divided into two parts for accounting purposes:
i)

Sale of a portion of the Beaufor mining property recorded in property, plant and equipment as control
of a portion of future gold production is transferred to the purchaser;

ii)

Financial liability, in accordance with IFRS 15, for the option to repurchase a portion of the royalty as
control is not deemed to pass to the buyer due to the Entity's right to exercise the repurchase option
for a period of 5 years.
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The proceeds of disposition were allocated among the various components based on the present value of the
expected future cash flows of each component, discounted at the internal rate of return of the transaction. The
$2,000,000 receivable was included in the proceeds of disposition and recorded in current assets at the time of
the transaction as there are no additional transfer of assets or services related to it, the fulfillment of the
conditions to be met is under the control of the Entity and the fulfillment of these conditions in the near future
is considered highly probable. The carrying value of the property, plant and equipment disposed of was
determined as a percentage of the estimated carrying value that was sold.
DISPOSITION OF THE

ROYALTY BUY-BACK

MINING PROPERTY

OPTION

Proceeds of disposition
Disposition of the mining property
Royalty buy-back option

$
3,684,668
(37,312)
–

Gain on disposal recognized in income

3,647,356

$
1,315,332
–
(1,315,332)
–

TOTAL
$
5,000,000
(37,312)
(1,315,332)
3,647,356

Year ended June 30, 2020:
On February 25, 2020, the Entity completed the acquisition of mining claims adjacent to the McKenzie Break
property. In consideration, Monarch issued 3,300,000 common shares valued at $643,500. These shares are
subject to restrictions on their transfer for a period of up to 36 months.
The following table shows the purchase price allocation of the acquired assets:
$
Fair value of consideration paid:
Common shares issued by Monarch (recorded in Owner’s net investment)
Transaction costs

643,500
6,492
649,992

Fair value of assets acquired:
Mining properties

649,992

Croinor property
On May 5, 2020, the Entity completed the acquisition of mining claims adjacent to the Croinor property for a
consideration of $30,000.
Fayolle property
During the year ended June 30, 2020, the Entity purchased a land lot for an amount of $42,488.
Year ended June 30, 2018:
On December 21, 2017, the Entity entered into an agreement to acquire the McKenzie Break and Swanson
properties from Agnico Eagle Mines Limited (“Agnico”).
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To acquire the McKenzie Break and Swanson properties, the Entity must pay Agnico a total of $4,600,000, of
which $1,600,000 will be payable in cash and $3,000,000 is payable in common shares of Monarch over a fouryear period. The payments will be distributed as follows and are secured by two mining properties acquired in
the transaction:
x
x
x
x
x

on closing: $600,000 in common shares of Monarch (representing 2,222,222 common shares upon
issuance);
on the first anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch;
on the second anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch;
on the third anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch; and
on the fourth anniversary of the agreement: $400,000 in cash and $600,000 in common shares of
Monarch.

Agnico will also receive a 1.5% net smelter return royalty for each property. Each royalty may be reduced to
1.0% in exchange for a payment of $750,000.
Subsequently to this transaction, the Entity purchased a 1.5% net smelter return royalty for the McKenzie Break
property for a cash payment of $64,425 (US$50,000) and 600,000 common shares of Monarch with a fair value
of $240,000.
The following table shows the purchase price allocation of the acquired assets:
$
Fair value of consideration paid:
Cash
Common shares issued by Monarch (recorded in Owner’s net investment)
Purchase price balance payable, discounted at the effective interest rate of 10%
Transaction costs

64,425
840,000
3,137,794
61,959
4,104,178

Fair value of assets acquired:
Mining properties

4,104,178
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RESOURCES OF PROPERTIES
Croinor Gold property (1)
Measured Resources
Indicated Resources
Total Measured and Indicated
Total Inferred
McKenzie Break property (2)
Indicated Resources (pit constrained)
Indicated Resources (underground)
Total Indicated
Total Inferred
Swanson property (3)
Indicated Resources (pit constrained)
Indicated Resources (underground)
Total Indicated
Total Inferred
Beaufor Mine (4)
Measured Resources
Indicated Resources
Total Measured and Indicated
Total Inferred

Tons (metric)

Grade (g/t Au)

Ounces

80,100
724,500
804,600
160,800

8.44
9.20
9.12
7.42

21,700
214,300
236,000
38,400

939,860
281,739
1,221,599
574,780

1.59
5.90
2.58
3.46

48,133
53,448
101,581
64,027

1,694,000
58,100
1,752,100
74,000

1.80
3.17
1.85
2.96

98,100
5,900
104,100
7,100

74,400
271,700
346,200
46,100

6.71
7.93
7.67
8.34

16,100
69,300
85,400
12,400

TOTAL COMBINED (5)
Measured and Indicated Resources
Inferred Resources

527,081
121,927

(1)

Source: Monarques prefeasibility study (January 19, 2018) and resource estimate (January 8, 2016).

(2)

Source: NI 43-101 Technical Report on the McKenzie Break Project, April 17, 2018, Alain-Jean Beauregard, P.Geo., and
Daniel Gaudreault, Eng., of Geologica Groupe-Conseil Inc. and Christian D’Amours, P.Geo., of GeoPointCom Inc.

(3)

Source: NI 43-101 Technical Report on the Swanson Project, June 20, 2018, Christine Beausoleil, P.Geo., and Alain Carrier, P.Geo.,
M.Sc., of InnovExplo Inc.

(4)

Source: NI 43-101 Technical Report on the Mineral Resource and Mineral Reserve Estimates of the Beaufor Mine as at
September 30, 2017, Val-d’Or, Québec, Canada, Carl Pelletier, P. Geo. and Laurent Roy, Eng.

(5)

Numbers may not add due to rounding.

OUTLOOK
The SpinCo’s mission will be to become a gold producer, while continuing to develop its projects with strong
exploration potential. A 42,500-metre drilling program is currently under way at the Beaufor mine to increase the
mine’s resources with a view to resuming production and exploration is ongoing at McKenzie Break to build the
resource on this very promising high-grade gold project.
Furthermore, given the bull market for gold, SpinCo intends to pursue its efforts to find a partner to help put the
Croinor Gold deposit into production. The material mined from Croinor Gold and Beaufor could be processed at
SpinCo’s fully permitted and operational Beacon mill.
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KEY FINANCIAL DATA
(In dollars)
Revenue
Cost of sales
Gross margin
Administrative expenses
Care and maintenance expenses
Exploration expenses
Gain on disposal of non-financial
assets
Net earnings (net loss)
Cash flows from operating
activities
Cash flows from financing
activities
Cash flows from investing
activities

(In dollars)
Cash and cash equivalents
Total assets
Non-current liabilities
Equity

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
–
–
–
466,477
324,933
1,091,599

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
3,160,555
1,791,234
1,368,921
549,695
596,069
–

YEARS ENDED
JUNE 30,
2020
6,655,313
3,675,682
2,979,631
1,820,841
2,332,816
99,042

YEARS ENDED
JUNE 30,
2019
20,768,083
19,389,065
1,379,018
3,781,486
312,114
–

YEARS ENDED
JUNE 30,
2018
23,913,567
24,788,510
(874,943)
3,383,205
–
1,098,900

11,890
(1,745,509)

–
26,891

3,647,356
2,036,538

–
(2,000,708)

–
(5,539,521)

(3,671,583)

(565,793)

(897,215)

(5,200,768)

(4,096,542)

2,891,011

841,167

(986,163)

9,019,767

12,304,825

1,846,138

(5,469,150)

(6,872,115)

854,913
SEPTEMBER 30,
2020
(UNAUDITED)
283,813
43,707,846
9,416,734
30,793,219

(259,190)

JUNE 30,
2020
209,472
42,534,725
10,557,858
25,440,750

JUNE 30,
2019
246,712
39,460,657
12,538,621
23,085,800

JUNE 30,
2018
1,896,863
36,616,545
11,450,780
15,214,398

JULY 1,

2017
560,695
18,186,554
6,683,597
10,801,369

YEARS ENDED
JUNE 30,
2020
2,036,538
239,029
338,663
62,072
2,676,302

YEARS ENDED
JUNE 30,
2019
(2,000,708)
983,092
23,036
910,672
(83,908)

YEARS ENDED
JUNE 30,
2018
(5,539,521)
1,157,938
94,201
1,303,985
(2,983,397)

RECONCILIATION OF NET EARNINGS (NET LOSS) TO EBITDA
(In dollars)
Net earnings (net loss)
Income and mining taxes
Finance expense
Amortization
EBITDA (1)

QUARTER ENDED QUARTER ENDED
SEPTEMBER 30
SEPTEMBER 30
2020
2019
(UNAUDITED)
(UNAUDITED)
(1,745,509)
26,891
25,563
65,710
137,099
161,423
20,539
19,319
(1,562,308)
273,343

(1) EBITDA: “Earnings before interest, taxes and depreciation” is a non-IFRS financial performance measure with no standard definition under
IFRS. It is therefore possible that this measure could not be comparable with a similar measure of another company. The Company uses this
non-IFRS measure as an indicator of the cash generated by the operations and allows investors to compare the profitability of the Company
with others by cancelling effects of different assets bases, effects due to different tax structures as well as the effects of different capital
structures. See the “Non-IFRS Measures” section of this MD&A.
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KEY OPERATING STATISTICS
YEAR ENDED JUNE 30,
2019
12,534
12,231
4.03
98.17

YEAR ENDED JUNE 30,
2018
14,856
15,071
4.82
98.76

Key data per ounce of gold (CA$)
Average market price
Average selling price
Production cash costs (Beaufor) (1)
All-in sustaining costs (Beaufor) (1)

1,668
1,655
1,594
1,619

1,665
1,608
1,662
1,860

Average exchange rate (CA$/US$)

1.32

1.27

Key data per ounce of gold (US$)
Average market price
Average selling price
Production cash costs (Beaufor) (1)
All-in sustaining costs (Beaufor) (1)

1,264
1,254
1,207
1,227

1,309
1,267
1,311
1,465

Ounces of gold sold
Ounces of gold produced
Grade
Recovery

(1) Cash cost of production and overall cost of production are financial performance measures not defined by IFRS without a standardized
definition under IFRS. As a result, these measures may not be comparable to similar measures presented by another company. Please refer
to the "Non-IFRS Measures" section of this MD&A.

Given that the Beaufor mine was put into care and maintenance mode in June 2019, no operational statistics are
presented for the 2020 and 2021 fiscal years.
Although the combined carve-out financial statements of SpinCo are reported in Canadian dollars (“CA$” or “$”),
the Entity also discloses financial and operating statistics in U.S. dollars. On a quarterly basis, the CA$ to US$
exchange rate is adjusted to reflect the actual quarterly rate and year-to-date rate as at the end of each quarter.

REVIEW OF FINANCIAL RESULTS
Quarter ended September 30, 2020
No revenues were generated for the quarter ended September 30, 2020. Revenues for the comparative period
consist of the sale of gold that was in inventory as at June 30, 2019, as well as the sale of ounces recovered from the
clean-up of the Camflo mill. Revenues for fiscal year 2019 were generated while the Beaufor mine and the Camflo
mill were in operation.
For the first quarter of the fiscal year beginning July 1, 2020 and ending June 30, 2021 ("Fiscal 2021"), general and
administrative expenses were $0.47 million for the three-month period ended September 30, 2020 compared to
$0.55 million for the same period last year, mainly due to lower salaries and related benefits slightly off-set by
consulting fees which were higher due to the process of various transactions.
Care and maintenance expenses for the first quarter of Fiscal 2021 totaled $0.3 million compared to $0.6 million for
the same period in Fiscal 2020. These costs began in the first quarter of 2020 at Beaufor. The decrease in the current
quarter is due to the change in the assignment of certain employees and facilities.
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Exploration expenses amounted to $1.1 million for the three-month period ended September 30, 2020, compared
to $nil for the three-month period ended September 30, 2019. These expenses are related to exploration activities
at the Beaufor mine. The Company resumed exploration work in June 2020 following the CDPQ transaction
completed in May 2020.
The Company recorded an exchange gain of $0.2 million related to the fluctuation of the Canadian dollar against the
U.S. dollar. The balance of purchase price denominated in U.S. dollars is mainly subject to foreign currency
fluctuations.
The Company reported a net loss of $1.7 million for the three-month period ended September 30, 2020, compared
to net income of $0.07 million for the corresponding period in Fiscal 2020. This $1.77 million decrease in net income
is mainly due to an increase of $1.1 million in exploration expenses at the Beaufor mine and a decrease in gross
margin of $1.4 million due to the cessation of production activities.
Year ended June 30, 2020
For the fiscal year beginning July 1, 2019 and ending June 30, 2020 ("Fiscal 2020"), revenue was $6.7 million
compared to $20.8 million for the same period in Fiscal 2019. Revenue for the current period consists of the sale of
gold that was in inventory as at June 30, 2019. Revenue for fiscal year 2019 was generated while the Beaufor mine
was in operation.
Cost of sales totalled $3.7 million, compared to $19.4 million for the corresponding period of Fiscal 2019. The cost
of sales in Fiscal 2020 consisted of the completion of the milling of the last tons of ore from the Beaufor mine. The
cost of sales for fiscal year 2019 was recorded while the Beaufor mine was in operation.
Administrative expenses totalled $1.8 million for the year ended June 30, 2020, compared to $3.8 million for the
previous year, mainly due to reduced administrative activities as a result of placing the Beaufor mine in care and
maintenance. The Company also changed the presentation of its expenses to present the care and maintenance
expenses of its facility that was previously presented in cost of sales and administrative expenses.
Exploration expenses amounted to $0.1 million for the year ended June 30, 2020, compared to $nil for the previous
year. These expenses are related to exploration activities at the Beaufor mine. The Company resumed exploration
work in June 2020 following the CDPQ transaction completed in May 2020.
Financial expenses increased by $0.32 million from Fiscal 2019, mainly due to favorable adjustments of $0.33 million
related to asset retirement obligations in Fiscal 2019.
The Company recorded an exchange loss of $0.1 million related to the fluctuation of the Canadian dollar against the
U.S. dollar at the balance sheet date. The balance of purchase price denominated in U.S. dollars is mainly subject to
foreign currency fluctuations.
The Company realized a gain on disposal of non-financial assets of $3.6 million in Fiscal 2020 compared to $nil for
the corresponding fiscal year, due to the disposal of a royalty on the Beaufor property as described above in the
Highlights section.
The Company recorded $0.4 million in other income related to flow-through shares for the twelve-month period
ended June 30, 2020, compared to $1.7 million in the previous year. Exploration expenses eligible for flow-through
shares were higher in Fiscal 2019, resulting in a higher flow-through share liability reversal to earnings.
For the year ended June 30, 2020, current and deferred income and mining tax expense totalled $0.2 million
compared to $1.0 million for Fiscal 2019.
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Year ended June 30, 2019
For the fiscal year beginning July 1, 2018 and ending June 30, 2019 (the “2019 fiscal year”), Beaufor mine production
was 12,231 ounces of gold.
Precious metals sales decreased from $23.9 million in 2018 to $20.8 million in 2019, a decrease of $3.1 million. This
decrease is explained by the decrease in activities at the Beaufor mine, which was subsequently placed in care and
maintenance mode at the end of June 2019.
Cost of sales, including depreciation and amortization, totalled $19.4 million, compared to $24.8 million in 2018.
This decrease is mainly due to lower expenses and definition drilling at the mine during the fourth quarter due to
lower activity since early 2019.
Production cash costs of $1,594 (US $1,207) per ounce for fiscal 2019 decreased from the reported cost of
$1,662 (US $1,311) per ounce for fiscal 2018. The rationalization of expenses due to the decrease in activities and
the cessation of galleries development work explain this variation.
The all-in sustaining costs (“AISC”) was $1,619 (US $1,227) in fiscal 2019 compared to $1,860 (US $1,465) in fiscal
2018. The decrease is explained by the decrease in production cash costs and the significant decrease in maintenance
costs due to the reduction of activities.
Administrative expenses amounted to $3.8 million for the year ended June 30, 2019 compared to $3.4 million for
the previous year, mainly due to additional administrative activities resulting from the acquisition of the assets of
Richmont Mines in Québec over a twelve-month period in 2019 compared to nine months in the previous year.
Exploration expenses amounted to $nil for the year ended June 30, 2019, compared to $1.1 million for the previous
year. These expenses are related to exploration activities at the Beaufor mine that was placed in care and
maintenance mode at the end of June 2019.
The Company recorded $1.7 million in other income related to flow-through shares for the twelve-month period
ended June 30, 2019, compared to $1.0 million in the previous year. Exploration expenses eligible for flow-through
shares were higher in Fiscal 2019, resulting in a higher flow-through share liability reversal to earnings.
For the year ended June 30, 2019, income taxes expense and deferred mining taxes totalled $1.0 million compared
to $1.2 million for the 2018 fiscal year.

REVIEW OF PRODUCTION ACTIVITIES
Production activities at the Beaufor mine have been temporarily suspended since late June 2019. The decision to
suspend operations was taken in August 2018 and was mainly due to low grades ores mined from Beaufor in previous
quarters. This negatively impacted the mine's profitability. As a result, the mine's workforce was reduced in
December 2018 to limit operations to the recovery of ounces accessible in the following months while controlling
costs. The workforce is again being reduced to what is strictly necessary to ensure the care and maintenance of the
mine and its facilities.
During the year ended June 30, 2019, the Beaufor mine's tonnage represented 96,212 tonnes of ore, which was
lower than the previous year due to the reduction in activities at the mine. The average grade of milled ore from
Beaufor in fiscal 2019 was 4.03 g/t gold. The lower grade than projected for the period was directly related to a high
dilution rate from the workings located in the Q Zone and a higher than expected proportion of the low-grade in
mining sites.
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During the year ended June 30, 2018, the Beaufor mine's tonnage represented 98,394 tonnes of ore. The average
grade milled was 4.82 g/t of gold for the year, lower than forecasted for the year due to a higher dilution factor from
a stope in Zone Q, and a higher than expected proportion of low-grade ore development.
Review of exploration and evaluation activities
QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

76,043
67,277
5,183

515,582
112,201
63,026

1,273,665
742,374
974,255

607,758
1,138,287
150,387

Addition to exploration and evaluation assets:
Salaries, supervision and consultants
Geology and geophysics
Test, sampling and prospecting
Drilling, equipment rental and other
material
Lodging, meals and travel expenses
Addition to exploration and evaluation
assets
Balance, beginning of period

11,828
–

376,830
1,294

2,084,611
–

1,332,680
1,806

160,331
14,158,758

1,068,933
13,089,825

5,074,905
8,014,920

3,230,918
4,784,002

Balance, end of period

14,319,089

14,158,758

13,089,825

8,014,920

McKenzie Break
McKenzie Break is a high-grade, narrow, multi-vessel, narrow-grained gold deposit hosted in the Pascalis dioritic
batholith and covered with porphyry diorite and mafic and felsic volcanic rocks. In total, the McKenzie Break property
now comprises a total of 134 mining claims covering a total area of 5,106.9 ha (51 km 2).
Since the acquisition of the property, the Entity has carried out several drilling campaigns. The table and graph below
show the best drilling results obtained from these campaigns:

The Entity is currently planning a 4,000-metre drilling program starting this fall to follow-up on these excellent
results.
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Beaufor Mine
The Entity holds a 100% interest in the Beaufor
mine, which consists of two mining leases, one
mining concession and 23 mining claims covering an
area of 5.9 km2 . The mine is located approximately
20 kilometers northeast of the town of Val-d'Or, in
the Abitibi-Est county, Province of Quebec. The
Beaufor mine is an underground mine.
On June 27, 2019, production activities at the
Beaufor mine were temporarily suspended and the
mine was placed under care and maintenance.
On May 7, 2020, SpinCo announced an agreement
with the Caisse de dépôt et placement du Québec
for the sale of a 3% net smelter royalty on net
smelter revenues from gold production at the
Beaufor mine in consideration of $5 million.
Since then, the Entity has undertaken one of the most important exploration programs on the Beaufor property with
a total of about 270 drill holes over 42,500 metres. Exploration drilling will include several phases, including:
x
x
x
x

Underground work in the vicinity of the mine's exploration targets (high-grade intervals and isolated resource
blocks)
Near-surface and mine targets
Targets under the current mine bottom
Regional exploration targets

Underground work in the vicinity of the mine’s exploration targets
This initial phase represents the bulk of the exploration drilling and will focus on underground targets close to the
mine, as defined by the recent 3D modeling. These holes will test zones located near historical high-grade intervals
intersected in the drilling and associated with known vein structures that remain open. All of these targets are
defined by high-grade intersections located in proximity to existing underground infrastructure, which requires
minimal development for mining purposes. These defined targets are all located above the lowest level of mine
development, at less than 900 metres in depth. Testing of these targets can easily be carried out from the available
underground developments, with the majority of drill holes being less than 200 metres in length.
The second type of targets related to underground targets in the vicinity of the mine will be the follow-up of isolated
resource blocks that still have significant expansion potential. These resource blocks are generally defined by a single
hole along a known mineralized structure, but continuity has not been demonstrated due to a lack of nearby drilling.
Near Surface and Mine Targets
A surface drilling program in the vicinity of the mine will follow to test both high-grade targets and isolated resource
blocks that cannot be adequately tested from the existing underground infrastructure. These targets are located in
the vicinity of the mine and at a maximum depth of 300 metres from surface.
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Targets under the current mine fund
An exploration drilling program to test the zone below the current bottom of the mine (over 900 metres deep) will
be undertaken to continue testing the extension of known mineralization at depth, where mining operations prior
to the temporary shutdown had ceased. Recent widely-spaced drilling below the bottom of the mine has confirmed
the extension of the mineralization. Drilling will target specific zones defined by previous high-grade intersections in
an area up to 230 metres below the current workings.
Regional Exploration Targets
The final phase of exploration drilling will consist of surface drilling to test regional targets defined by historical
intersections and potential structures beyond the current limits of underground infrastructure.
Croinor Gold
On January 19, 2018, the Entity announced the positive results of the pre-feasibility study prepared by Innovexplo
Inc. The results of the pre-feasibility study show that the Croinor project is economically viable and could become a
low-cost mine. The study is also used as a basis for making a production decision since all the permits are currently
held by Innovexplo Inc.
Feasibility Study Highlights :
x
x
x
x

High return: pre-tax internal rate of return of 47.56%, net present value of $32 million.
Low cost of production: cash cost of production of $818/ounce (US$639/ounce) and overall cost of
production of $1,155/ounce (US$902/ounce).
Based on a gold price of US$1,280 and a rate of 1.28 CAD/USD.
The study does not include drilling after November 2015.

The technical report summarizing the results of the pre-feasibility study is available on the Monarch website.
It is also important to mention that the results of the 2018 drilling program totalling 26,580 metres are not part of
the pre-feasibility study and could considerably improve the project's potential.
The next phase will focus on upgrading the deposit through definition drilling and exploration drilling to test high
potential targets on the 151 km2 property. The Entity will also analyze the various mining options in order to optimize
the yield of the deposit.
Swanson
On August 3, 2018, the Entity reported an NI 43-101 pit-constrained resource of 98,100 ounces in the indicated
category on the property, as well as an underground resource of 5,900 ounces in the indicated category, for a total
of 104,100 ounces of gold. An analysis of the economic potential of the deposit will have to be carried out in the
context of the current gold price.
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FINANCIAL POSITION
AS AT SEPTEMBER 30
2020

AS AT JUNE 30
2020

5,921,458

4,024,852

Non-current assets

37,786,388

38,509,873

Total assets

43,707,846

42,534,725

Current liabilities

3,497,893

6,536,117

Non-current liabilities

9,416,734

10,557,858

Total liabilities

12,914,627

17,093,975

Equity

30,793,219

25,440,750

AS AT JUNE 30
2020

AS AT JUNE 30
2019

4,024,852

3,382,880

Non-current assets

38,509,873

36,077,777

Total assets

42,534,725

39,460,657

(In dollars)
Current assets

(In dollars)
Current assets

Current liabilities

6,536,117

3,836,236

Non-current liabilities

10,557,858

12,538,621

Total liabilities

17,093,975

16,374,857

Equity

25,440,750

23,085,800

EXPLANATIONS OF VARIATIONS
The increase in current assets is mainly due to funds
recevables from a financial guarantee.
Non-current assets decreased mainly due to the
replacement of certain financial guarantees by an
insurance bond.

Current liabilities decreased mainly as a result of
the repayment of a balance of purchase price.
Non-current liabilities decreased mainly as a result
of the repayment of a balance of purchase price.

Equity increased mainly as a result of funding by
Monarch during the year.

EXPLANATIONS OF VARIATIONS
The increase in current assets is mainly due to an
increase in balance of sale, partially offset by lower
inventory related to the decrease of activities.
Long-term assets increased mainly due to the
exploration activities carried out during the year.

Current liabilities increased mainly due to the
increase in current portion of certain payments of
balance of purchase price.
Long-term liabilities decreased mainly due to the
certain payments of balance of purchase price
becoming current partially offset by the new
liability of the royalty buy-back option.

Equity increased mainly as a result of of funding by
Monarch during the year.
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AS AT JUNE 30
2019

AS AT JUNE 30
2018

3,382,880

5,776,045

Non-current assets

36,077,777

30,840,500

Total assets

39,460,657

36,616,545

(In dollars)
Current assets

Current liabilities

EXPLANATIONS OF VARIATIONS
The decrease in current assets is mainly due to the
funds used to invest in the properties.
Long-term assets increased mainly due to
exploration activities during the year.

Current liabilities decreased largely as a result of
the decrease in trade and other payables due to
the reduction in production activities, to the
repayment of current portion of long-term debt
and the changes in contract liabilities.
Long-term liabilities remain at the same level,
except for deferred mining taxes which increased
by $800,000.

3,836,236

9,951,367

Non-current liabilities

12,538,621

11,450,780

Total liabilities

16,374,857

21,402,147

Equity

23,085,800

15,214,398

Equity increased mainly as a result of of funding by
Monarch during the year.

AS AT JUNE 30
2018

AS AT JULY 1
2017

EXPLANATIONS OF VARIATIONS

5,776,045

913,394

Non-current assets

30,840,500

17,273,160

Total assets

36,616,545

18,186,554

(In dollars)
Current assets

Current liabilities

9,951,367

701,588

Non-current liabilities

11,450,780

6,683,597

Total liabilities

21,402,147

7,385,185

Equity

15,214,398

10,801,369

The increase in current assets is mainly due to the
acquisition of Beaufor inventory.
Non-current assets increased primarily due to the
acquisition of the Beaufor mine, the acquisition of
the McKenzie Break and Swanson properties and
exploration realized in the year.

Current liabilities increased primarily due to new
contract liabilities signed with Auramet, the
acquisition of mining property the acquisition of
the Beaufor mine.
Non-current liabilities increased primarily due to
the balance of purchase price payable resulting
from the acquisition of the McKenzie Break and
Swanson properties, and the assets retirement
obligations related to the acquisition of the
Beaufor mine.

Equity increased mainly as a result of of funding by
Monarch during the year.
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LIQUIDITY AND SOURCES OF FINANCING
The Entity’s strategy is based on achieving positive cash flows from operations to internally fund operating, capital
and project development requirements. The Entity’s historical activities have been financed from funding received
from Monarch. Upon approval of the Arrangement, the Entity’s activities will be pursued by a newly-formed
company, Monarch Mining Corporation, with $14 million in cash. See section entitled, “Description of the Company
and Introduction to the Combined carve-out Financial Statements”. Material increases or decreases in the Entity’s
liquidity and capital resources will be substantially determined by the success or failure of the Entity’s operations,
exploration, and development programs, the ability to obtain equity or other sources of financing.
The Entity believes that it has sufficient liquidity to meet its obligations over the next 12 months with the support of
Monarch. In addition, under the Arrangement, the Entity will have net cash of $14 million at closing. After closing of
the Arrangement, the Entity's business plan is dependent on raising funds to pursue the development of its projects.
There can be no assurance that the Entity will be able to obtain financing in the future, and there can be no assurance
that such financing sources or initiatives will be available to the Entity or that they will be available on terms
acceptable to the Entity.

CASH FLOWS
(In dollars)

Net cash position from (used in)
Operating activities
Financing activities
Investing activities
Increase (decrease) in cash and cash
equivalents
Cash and cash equivalents, beginning
of period
Cash and cash equivalents, end of
period

QUARTER ENDED
SEPTEMBER 30,
2019
$

YEAR ENDED
JUNE 30,
2020
$

(565,793)
841,167
(259,190)

(897,215)
(986,163)
1,846,138

74,341

16,184

(37,240)

(1,650,151)

209,472

246,712

246,712

1,896,863

560,695

283,813

262,896

209,472

246,712

1,896,863

QUARTER ENDED
SEPTEMBER 30,
2020
$
(3,671,583)
2,891,011
854,913

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

(5,200,768) (4,096,542)
9,019,767 12,304,825
(5,469,150) (6,872,115)

1,336,168

Operating activities
During the quarter ended September 30, 2020, cash flows used in operating activities of $3.7 million were mainly
due to the operating loss recorded and $1.8 million recevable from a financial guarantee.
During the year ended June 30, 2020, cash flows used in operating activities of $0.9 million were mainly due to other
income of $3.6 million recorded partly off-set by the operating earnings recorded in fiscal 2020.
For the year ended June 30, 2019, cash flows used in operating activities of $5.2 million were mainly due to a
decrease in trade and other payables given that Beaufor was placed in care and maintenance mode, an increase of
other income related to flow-through shares due to exploration activities during the year, changes in contract
liabilities and net loss for the year, partly offset by amortization expenses.
For the year ended June 30, 2018, cash flows used in operating activities of $4.1 million were mainly due to the
operating loss recorded, changes in contract liabilities, an increase of other income related to flow-through shares
due to exploration activities during the year, partly offset by amortization expenses and a significant increase of
trade and other payables due to the acquisition of the Beaufor mine.
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Financing activities
For the three-month period ended September 30, 2020, financing activities generated $2.9 million in cash flows, due
to a $7.9 million from a net investment from Monarch, partially offset by $4.1 million repayment of a balance of
purchase price.
For the twelve-month period ended June 30, 2020, financing activities used $1.0 million in cash flows, due to a
$0.4 million repayment of a balance of purchase price, a $0.4 million repayment of lease liabilities, and a $0.2 million
net investment from Monarch.
For the twelve-month period ended June 30, 2019, cash flows from financing activities totalled $9.0 million, including
$11.2 million from a net investment from Monarch, partially offset by $1.7 million for the repayment of a balance of
purchase price and $0.5 million for the repayment of lease liabilities.
For the twelve-month period ended June 30, 2018, cash flows from financing activities totalled $12.3 million,
including $7.7 million from a net investment from Monarch and $5.0 proceeds from contract liabilities, partially
offset by $0.4 million for the repayment of lease liabilities.
Investing activities
During the quarter ended September 30, 2020, cash inflows from investing activities totalled $0.9 million, including
$1.3 million from receipt of in trust deposits as the replacement made by financial guarantees with insurance bond,
partially offset by a $0.3 million increase in exploration and evaluation assets.
During the year ended June 30, 2020, cash flows from investing activities totalled $1.8 million, including $3 million
from the disposal of royalties, partially offset by a $0.9 million increase in exploration and evaluation assets.
For the year ended June 30, 2019, investing activities used $5.5 million in cash flows, mainly due to a $6.0 million
increase in exploration and evaluation assets.
For the year ended June 30, 2018, investing activities used $6.9 million in cash flows, mainly due to a $2.7 million
increase in exploration and evaluation assets and $3.4 million related to the acquisition of property, plant and
equipment.

RELATED PARTY TRANSACTIONS
A) Intercompany transactions
In the normal course of business, SpinCo purchases and sells services from/to various subsidiaries or divisions
of Monarch. These transactions occurred in the normal course of operations and were measured at exchange
amount, which is the amount established and accepted by the parties.
The below includes transactions with Monarch and its group companies that are outside of the SpinCo activities.
Monarch is a related party as it controlled the SpinCo activities during the periods presented. The most
significant related party transactions are described below. These costs represent mainly head office labor costs
and information technology services.
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Allocation of corporate
expenses included in
administration expenses

Milling and cleaning fees
included in cost of sales

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

375,000

525,000

3,755,694

5,292,510

3,732,401

375,000

525,000

3,755,694

5,292,510

3,732,401

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

–

1,652,643

2,436,287

2,916,366

3,443,790

–

1,652,643

2,436,287

2,916,366

3,443,790

Due to and from related parties
Due to and from related parties are in connection with normal course of operations and are generally shortterm in nature.
B) Total compensation

Salaries, directors' fees,
premiums and other
benefits
Share-based payments
Defined contribution plan
Government plans

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUARTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

666,338
82,732
20,913
50,816
820,799

732,566
68,604
18,195
96,060
915,425

2,108,917
179,332
52,145
232,016
2,572,410

8,798,996
207,588
298,081
1,130,065
10,434,730

10,240,417
124,850
318,203
1,415,335
12,098,805
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C) Key management personnel compensation
Key management personnel include members of the Board of Directors and the Entity’s senior executives,
namely the President and Chief Executive Officer, VP Finance and Chief Financial Officer, VP Operations and
Community Relations and VP Corporate Development.
Key management personnel compensation includes the following expenses:

Salaries, directors’ fees,
premiums and other
benefits
Defined contribution plan
Government plans
Share-based payments

QUARTER ENDED
SEPTEMBER 30,
2020
(UNAUDITED)
$

QUERTER ENDED
SEPTEMBER 30,
2019
(UNAUDITED)
$

YEAR ENDED
JUNE 30,
2020
$

YEAR ENDED
JUNE 30,
2019
$

YEAR ENDED
JUNE 30,
2018
$

150,988
67,014
6,107
7,783
231,892

181,810
26,412
3,639
9,055
220,916

641,867
147,052
11,618
39,343
839,880

522,669
155,691
18,337
33,991
730,688

465,459
39,071
4,489
21,959
530,978

OFF-BALANCE SHEET AGREEMENTS
The Entity does not have any off-balance sheet agreements.

COMMITMENTS AND CONTINGENCIES
The Entity had the following royalties as at September 30, 2020 and June 30, 2020:
Properties

Net smelters return (NSR) royalties

Beaufor ............................

¾ 1.0% payable after the Company has produced 100,000 ounces of gold
¾ 3.0% (1% reduction when royalties paid are greater than $5 million and 1% redeemable
for $2.5 million until May 2025)
¾ Others

Croinor Gold.....................

¾ 1.5%

McKenzie Break ...............

¾ 1.5% (0.5% redeemable for $750,000)

Swanson ...........................

¾ 4.5% (0.5% redeemable for $750,000 and 1% redeemable for US $1 million)

NON-IFRS FINANCIAL MEASURES
Throughout this document, the Entity has provided measures prepared according to IFRS as well as some non-IFRS
financial performance measures. Because the non-IFRS performance measures do not have any standardized
definition prescribed by IFRS, they may not be comparable to similar measures presented by other companies. The
Entity provides these non-IFRS financial performance measures as they may be used by some investors to evaluate
our financial performance. Accordingly, they are intended to provide additional information and should not be
considered in isolation or as a substitute for measures of performance prepared in accordance with IFRS. These nonIFRS financial performance measures were reconciled to reported IFRS measures within the document (refer to the
section "Reconciliation of net earnings (loss) to EBITDA" for a description and reconciliation of this measure not
defined by IFRS).
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RECONCILIATION OF COST OF SALES TO PRODUCTION CASH COSTS AND TO ALL-IN SUSTAINING COSTS PER OUNCE SOLD
YEAR ENDED JUNE 30, 2019
(in dollars, except for per ounce data)
Ounces of gold sold
Cost of sales
Corporate general and administrative costs
Depreciation
By-product credits
Cost of sales, net of depreciation, other sales and
by-product credits

BEAUFOR

CORPORATE

12,534
19,389,065
1,481,653
(843,229)
(49,433)

–
–
–
–
–

12,534
19,389,065
1,481,653
(843,229)
(49,433)

19,978,055

–

19,978,055

1,594
312,114

–
–

1,594
312,114

–

2,378,510

2,378,510

20,290,169

2,378,510

22,668,679

1,619

190

1,809

BEAUFOR

CORPORATE

CONSOLIDATED

14,856
24,788,510
1,208,500
(1,255,076)
(55,706)

–
–
–
–
–

14,856
24,788,510
1,208,500
(1,255,076)
(55,706)

24,686,228

–

24,686,228

1,662
2,944,563

–
–

1,662
2,944,563

–

1,206,161

1,206,161

27,630,791

1,206,161

28,836,952

1,860

81

1,941

Production cash costs ($/ounce)
Sustaining costs
Corporate general and administrative costs
All-in sustaining costs
All-in sustaining costs ($/ounce)
YEAR ENDED JUNE 30, 2018
(in dollars, except for per ounce data)
Ounces of gold sold
Cost of sales
Corporate general and administrative costs
Depreciation
By-product credits
Cost of sales, net of depreciation, other sales and
by-product credits
Production cash costs ($/ounce)
Sustaining costs
Corporate general and administrative costs
All-in sustaining costs
All-in sustaining costs ($/ounce)

CONSOLIDATED

The production cash costs include the operating costs of mining sites such as mining, processing, administration,
royalties, production taxes, excluding depreciation, reclamation, capital expenditures and exploration and
evaluation costs. These costs are then divided by the ounces of gold attributable to commercial production sold by
the Entity 's mining sites to obtain the cash cost of production measure per ounce sold. This measure, along with
revenues, is considered one of the key indicators of an Entity 's ability to generate operating profits and cash flows
from its mining activities.
The Entity believes that, while relevant, the current cash production costs measure commonly used in the gold
industry does not take into account the costs necessary to maintain production, and therefore does not present a
complete picture of operating performance or the ability to generate cash flow from its current operations. The allin sustaining costs (AISC) measure begins with the cash production costs and includes sustaining capital
expenditures, exploration and evaluation costs, and the Entity 's general and administrative costs. Underground
mine development costs related to production areas, ongoing replacement of mining equipment and spare parts,
tailings and other facilities, capitalized contaminated site exploration costs and other capital expenditures are
classified as sustaining capital.
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This measure, AISC, is intended to represent the cost of selling gold from current operations and therefore does not
include capital expenditures attributable to development projects or mine expansions, tax payments, working capital
defined as current assets (excluding inventory adjustments), items required to normalize earnings, interest expense
or dividend payments.
As a result, this measure is not representative of all of the Entity 's cash expenses and does not indicate the Entity 's
overall profitability. The calculation of the AISC per ounce sold is based on the Entity 's interest in the sales of its gold
mine. The use of an attributable interest presentation is a more accurate way to measure economic performance
than using a consolidated basis. The Entity presents the measure of AISC per ounce sold based on attributable sales,
compared to the Entity 's current cash production costs presentation, which is based on attributable production.
The overall cost of production measure does not have a standardized meaning prescribed by IFRS, is unlikely to be
comparable to similar measures presented by other issuers and should not be considered in isolation or as a
substitute for performance measures established in accordance with IFRS. This measure is not necessarily
representative of net income or cash flows from operating activities as determined under IFRS.

SIGNIFICANT ACCOUNTING POLICIES
Full disclosure and a description of Entity 's significant judgments and estimates are detailed in the combined carveout financial statements for the three months ended September 30, 2020 and 2019 and for the years ended
June 2020, June 2019 and June 2018.

SIGNIFICANT JUDGMENTS AND ESTIMATES
Full disclosure and a description of Entity 's significant judgments and estimates are detailed in the audited combined
financial statements for the years ended June 30, 2020, 2019 and 2018.

FINANCIAL INSTRUMENTS
The description of the Entity’s financial instruments, financial risk management and capital management are
included in Notes 22 and 23 of the combined carve-out financial statements for the three months ended
September 30, 2020 and 2019 and for the years ended June 2020, June 2019 and June 2018.

RISK FACTORS
As a mining company, the Entity is exposed to financial and operational risks related to the very nature of its
operations. These risks could have an impact on the financial position and operating income. Therefore, an
investment in Entity 's common shares should be considered a speculative investment. Purchasers or potential
holders of common shares should pay particular attention to Entity 's risk factors.
For more information on risks and uncertainties, please refer to the "Risk Factors" section of Monarch information
circular form filed on SEDAR (www.sedar.com).

ADDITIONAL INFORMATION AND CONTINUOUS DISCLOSURE
This MD&A was prepared as at the date shown in the header of this document. Additional information relating to
Monarch, including the technical reports mentioned herein and Monarch’s Annual Information Form and Proxy
Circular can be found on the SEDAR website www.sedar.com and on our website at www.monarquesgold.com.
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SPINCO OPTION PLAN
See attached.

G-1

MONARCH MINING CORPORATION STOCK OPTION PLAN

G-2

TABLE OF CONTENTS
SECTION 1

DEFINITIONS ........................................................................................................................ G-4

SECTION 2

SHARES RESERVED FOR ISSUANCE .............................................................................. G-4

SECTION 3

GRANT OF STOCK OPTIONS .............................................................................................. G-4

SECTION 4

TERMS AND CONDITIONS OF STOCK OPTIONS .......................................................... G-5

SECTION 5

CHANGE OF CONTROL ...................................................................................................... G-7

SECTION 6

EXERCISE OF STOCK OPTIONS ........................................................................................ G-8

SECTION 7

ADMINISTRATION .............................................................................................................. G-8

SECTION 8

AMENDMENTS ..................................................................................................................... G-9

SECTION 9

MISCELLANEOUS ............................................................................................................. G-10

SCHEDULES
SCHEDULE A
SCHEDULE B
SCHEDULE C

DEFINED TERMS
NOTICE OF GRANT
EXERCISE NOTICE

G-3

STOCK OPTION PLAN
The purpose of the Plan, considered as a rolling stock option plan pursuant to the policies of the Exchange,
is to provide Monarch Mining Corporation (the “Corporation”) with a share-based mechanism to attract,
motivate and retain Eligible Participants whose skills, performance and loyalty to the Corporation or any of
its subsidiaries, as the case may be, are necessary to its success, image, reputation or activities.

SECTION 1

DEFINITIONS

For the purposes of this Plan, capitalised terms used herein that are not otherwise defined shall have the
meanings ascribed thereto in Schedule “A” attached hereto.

SECTION 2

SHARES RESERVED FOR ISSUANCE

1)

Subject to adjustment as provided in subsection 4(9) of this Plan, the aggregate number of Shares that
may be issuable pursuant to this Plan combined with all of the Corporation’s other security-based
compensation mechanisms, including the Corporation’s restricted share unit plan, shall not exceed
10% of the issued and outstanding Shares.

2)

The number of Shares issued to any one Eligible Participant, within any one-year, and issuable to any
one Eligible Participant, at any time, pursuant to this Plan combined with all of the Corporation’s
other security-based compensation mechanisms, including the Corporation’s restricted share unit plan,
shall not, in aggregate, exceed 5% of the total number of issued and outstanding Shares.

3)

The number of Shares issued to Insiders, within any one-year period, and issuable to Insiders, at any
time, pursuant to all securities-based compensation mechanisms, including this Plan and the
Corporation’s restricted share unit plan, may not exceed 10% of the total number of issued and
outstanding Shares.

4)

The maximum annual grant date value of awards issued to non-employee directors, pursuant to all
securities-based compensation mechanisms, including this Plan and the Corporation’s restricted share
unit plan, is $150,000 of which no more than $100,000 may be issued in the form of Stock Options.

SECTION 3

GRANT OF STOCK OPTIONS

1)

The Board of Directors may, in its sole discretion, determine to which Eligible Participants Stock
Options will be granted and the number of Shares reserved for issuance pursuant to the Stock Options.
The Board of Directors shall grant Stock Options in accordance with such determination. The grant
of Stock Options to an Eligible Participant at any time shall not entitle such Eligible Participant to
receive subsequent Stock Options.

2)

The Plan does not provide any guarantee against any loss or with respect to any profit which may
result from fluctuations in the price of the Shares.

3)

Subject to its withholding obligations under the various taxation Laws, the Corporation does not
assume responsibility for the income tax or other tax consequences for the Optionholders in
connection with the Plan and Optionholders are advised to consult with their own tax advisers with
respect to such matters.

4)

Following the approval by the Board of Directors of the grant of Stock Options to an Eligible
Participant, the Secretary of the Corporation, or any other person designated by the Board of Directors,
shall forward to the Eligible Participant a Notice of Grant setting out the Date of Grant, the number
G-4

of Stock Options, the Exercise Price, the Vesting Dates, as the case may be, the Expiry Date and any
additional terms of the grant, substantially in the form attached hereto as Schedule “B”, a copy of the
Plan and any other relevant documentation required by law.
5)

In the event of an inconsistency between the terms of the Plan and the Notice of Grant, the Notice of
Grant shall prevail provided that the terms of the Notice of Grant do not conflict with the rules of any
Exchange upon which the Shares of the Corporation are listed.

6)

No Optionholder, nor his legal representatives, nor his legatees will be, or will be deemed to be, a
shareholder of the Corporation with respect to the Shares underlying his Stock Options, unless and
until certificates for such Shares are issued to him, as the case may be, upon the due exercise of its
Stock Options in accordance with the terms of the Plan.

SECTION 4
1)

TERMS AND CONDITIONS OF STOCK OPTIONS

Number of Shares – Expiration or Termination of Stock Options
Stock Options shall not be granted under the Plan for a number of Shares in excess of the maximum
number of Shares reserved for issuance under the Plan, provided that if any Stock Option expires or
terminates without having been exercised in full, the number of Shares reserved for issuance pursuant
to Stock Options expired or terminated shall again be available for issuance under the Plan.

2)

3)

Expiry and Vesting
a)

Subject to subsection 4(3), the Expiry Date of a Stock Option shall be the 10th anniversary of
the Date of Grant unless a shorter period of time is otherwise set by the Board of Directors and
set forth in the Notice of Grant at the time the particular Stock Option is granted.

b)

The Vesting Dates of the Stock Options shall correspond to the vesting periods determined by
the Board of Directors at the time of grant of such Stock Options, as set out in the Notice of
Grant relating thereto, subject to the accelerated vesting provision as well as the provisions
relating to amendments set forth in Section 8 hereof.

c)

An Optionholder may only exercise its Stock Options that are fully vested.

Expiry Date
Any Stock Option or part thereof not exercised prior to the Expiry Date shall terminate and become
null, void and of no effect. Notwithstanding the foregoing and subsection 4(2) hereof, the Expiry Date
of a Stock Option shall be determined as follows:
a)

b)

Death - The Expiry Date of a Stock Option held by an Optionholder that became vested prior
to his or her death shall be the earlier of:
(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

one year following the Optionholder’s death.

Termination of investor relations activities - Should a person employed to perform investor
relations activities cease to be an Eligible Participant for any reason other than death (such as
by reason of disability, resignation, dismissal or termination of contract), then the Expiry Date
of its Stock Option vested at the latest on the date such person ceases to be an Eligible
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Participant (the “Date of Termination of Investor Relations Activities”), shall be the earlier
of:

c)

d)

4)

(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

30 days from the Date of Termination of Investor Relations Activities.

Termination – Should a person cease to be an Eligible Participant for any reason other than
death or the termination of investor relations activities (such as by reason of disability,
resignation, dismissal or termination of contract), then the Expiry Date of its Stock Option
vested at the latest on the date such person ceases to be an Eligible Participant (the
“Termination Date”), shall be the earlier of:
(i)

the Expiry Date shown on the relevant Notice of Grant; or

(ii)

one year from the Termination Date.

Termination Date or Date of Termination of Investor Relation Activities – For the Purpose
of the Plan, unless otherwise determined by the Board of Directors, an Eligible Participant’s
employment or engagement with the Corporation or a subsidiary thereof shall be considered
to have ceased, effective the last day of the Eligible Participant’s actual and active employment
or services with the Corporation or subsidiary, whether such day is selected by agreement with
the Eligible Participant, unilaterally by the Corporation or subsidiary and whether with or
without prior notice to the Eligible Participant. No period of notice nor payment in lieu of such
notice that ought to have been given under applicable Laws in respect of termination of
employment or other engagement will be considered in determining entitlement under the Plan.

Expiry of Non - Vested Stock Options
Subject to the discretionary power of the Board of Directors, outstanding Stock Options that are not
vested as of the date the Optionholder ceases to be an Eligible Person for any reason such as disability,
resignation, dismissal or termination of contract, shall terminate on such date, cannot be vested and
become null, void and of no effect.

5)

Extension of Exercise Period
The Expiry Date of any Stock Options that expires during a blackout period will be extended for a
period of ten Business Days following the end of such blackout period.

6)

Termination for Cause
Notwithstanding anything to the contrary in this Section 4, if an Eligible Participant who is an
Employee or Consultant of the Corporation, or any of its subsidiaries, is terminated for cause (serious
reason, as referenced in Article 2094 of the Civil Code of Québec), all Stock Options held by such
Eligible Participant shall immediately terminate and become null, void and of no effect on the date on
which the Corporation, or any of its subsidiaries, gives a notice of termination for cause to such
Eligible Participant.

7)

Exercise Price
With respect to any Stock Options, the Exercise Price of the Shares underlying such Stock Options
corresponds to the market price of the Shares at the closing of the Exchange on the exchange day
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immediately preceding the Date of Grant, or if no Shares were negotiated on this day, the arithmetic
average of the last bid and ask prices of the Shares on the Exchange (the “Exercise Price”).
8)

Assignment and Transfer of Stock Options
Stock Options (and any rights thereunder) shall be non-assignable and non-transferable unless by
legacy or inheritance. Stock Options may be exercised only by the Optionholder’s legal representative
within the first year following the Optionholder’s death.

9)

Adjustments
If prior to the complete exercise of any Stock Option, a stock dividend is paid on the Shares or if the
Shares are consolidated, subdivided, converted, exchanged or reclassified or in any way substituted
for by securities or assets of the Corporation or of any other corporation (collectively, the “Event”),
a Stock Option, to the extent that it has not been completely exercised, shall entitle the Optionholder,
upon the exercise of the Stock Option in accordance with the terms thereof, to such number and kind
of shares or other securities or property to which such Optionholder would have been entitled as a
result of the Event had such Optionholder actually exercised the unexercised portion of the Stock
Options immediately prior to the occurrence of the Event and the Exercise Price shall be adjusted
accordingly as if the originally optioned Shares of the Corporation were being purchased hereunder.
No fractional Shares or other security shall be issued upon the exercise of any Stock Option and
accordingly, if as a result of the Event, an Optionholder would become entitled to a fractional Share
or other security, such Optionholder shall have the right to purchase only the next lowest whole
number of Shares or other security and no payment or other adjustment will be made with respect to
the fractional interest so disregarded. Upon the occurrence of the Event, the maximum number of
Shares reserved for issuance under the Plan shall be appropriately adjusted.

SECTION 5
1)

CHANGE OF CONTROL

Acceleration of Vesting and Cancellation – Change of Control
In the event of a Change of Control, other than in the case of paragraph 2) below: (i) all outstanding
Stock Options then held by Optionholders which have not yet become fully vested will become fully
vested, as of immediately prior to such Change of Control; and (ii) the Board of Directors may, but
shall not be obligated to, cancel all outstanding Stock Options, for fair value (as determined in the sole
discretion of the Board of Directors) which may equal the excess, if any, of the Fair Market Value of
the Shares subject to such Stock Options on the date of cancellation over the aggregate Exercise Price
of such Stock Options.The Corporation shall promptly notify each Optionholder of any acceleration
of the Vesting Dates and cancellation of Stock Options, accordingly.

2)

Mergers and Consolidations
In the event the Corporation is a consenting party to a Change of Control, outstanding Stock Options
shall be subject to the agreement affecting such Change of Control and Optionholders shall be bound
by such agreement. Such agreement, without the Optionholders’ consent, may provide for:
(i)

the continuation of such outstanding Stock Options by the Corporation (if the
Corporation is the surviving or acquiring corporation);

(ii)

the assumption of the Plan and such outstanding Stock Options by the
surviving or acquiring corporation or its parent; or
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(iii)

SECTION 6
1)

the substitution or replacement by the acquiring or surviving corporation or its
parent of options with substantially the same terms for such outstanding Stock
Options.

EXERCISE OF STOCK OPTIONS

Exercise of Stock Options
Stock Options may be exercised only by the Optionholder or by his legal representative. Stock Options
may be exercised in whole or in part in respect of a whole number of Shares at any time or from time
to time prior to the Expiry Date by delivering to the Corporation an Exercise Notice substantially in
the form attached hereto as Schedule “C” and a certified cheque or a bank draft payable to the
Corporation in an amount equal to the aggregate Exercise Price of the Shares to be purchased pursuant
to the exercise of the Stock Options.

2)

Issue of Shares
As soon as practicable following the receipt of the Exercise Notice, the Corporation shall deliver to
the Optionholder a certificate representing the Shares so purchased.

3)

Conditions on Issue
The issue of Shares by the Corporation pursuant to the exercise of any Stock Option is subject to
compliance with all Laws applicable to the issuance, distribution and listing on the Exchange of such
Shares. The Optionholder shall: (i) comply with all Laws, (ii) provide the Corporation with any
information, report and/or undertaking required to comply with all Laws and (iii) fully co-operate
with the Corporation in complying with all Laws.

SECTION 7

ADMINISTRATION

The Plan shall be administered by the Board of Directors. The Board of Directors may at its discretion from
time to time make, amend and repeal such regulations not inconsistent with the Plan as it may deem necessary
or advisable for the proper administration and operation of the Plan, and such regulations shall form part of
the Plan. The Board of Directors may appoint any committee, Director, officer or Employee of the
Corporation as administrator of the Plan and delegate to such person such administrative duties and powers
as it may see fit.
Without limiting the foregoing paragraph, the Board of Directors will have the authority to:
1)

construe and interpret the Plan, and any agreement or document executed pursuant thereto;

2)

prescribe, amend and rescind rules and regulations relating to the Plan, including determining the
forms and agreements used in connection therewith; provided that the Board of Directors may
delegate to the President, the Chief Financial Officer or the officer in charge of Human Resources the
authority to approve amendments to the forms and agreements used in connection with the Plan that
are designed to facilitate the Plan administration, and that are not inconsistent with the Plan or with
any resolutions of the Board of Directors relating thereto;
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3)

determine whether Stock Options will be granted singly, in combination, or in tandem with, in
replacement of, or as alternatives to, other Stock Options under the Plan or any other incentive or
compensation plan of the Corporation or any subsidiary;

4)

determine the Stock Option’s Vesting Date(s); and

5)

make all other determinations necessary or advisable for the administration of the Plan.

SECTION 8 – AMENDMENTS
1)

Approval by the Board of Directors, shareholders, the Exchange and, as applicable, regulatory
authorities will be required to make the following amendments to the Plan:
(i)

any amendment to the number or percentage of securities issuable under the
Plan;

(ii)

any amendment to remove or to exceed the Insider participation limit;

(iii)

a change regarding Eligible Participants under the Plan that might serve to
broaden or increase Insider participation or to increase the non-employee
director participation limit set out under Section 2;

(iv)

the addition of a provision that would allow the transfer or assignment of a
Stock Option;

(v)

the addition of a cashless exercise Stock Option feature, payable in cash or
securities, provided that the wording does not stipulate that the total number of
underlying securities will be deducted from the number of securities reserved
under the Plan;

(vi)

the addition of a provision regarding deferred share units or restricted share
units or any other mechanism or procedure where employees receive securities
but the Corporation does not receive any cash consideration;

(vii)

any reduction of the Exercise Price of any Share underlying any Stock Option,
any cancellation of a Stock Option and the substitution of said Stock Option
by a new Stock Option with reduced Exercise Price;

(viii)

any extension of the Expiry Date of a Stock Option beyond its original Expiry
Date (subject to the extension of the Expiry Date further to a blackout period
as provided under the Plan);

(ix)

any amendment to the method of determining the Exercise Price for each Share
underlying any Stock Option granted under the Plan;

(x)

any amendment to the provisions set forth under Section 8;

(xi)

the addition of any form of financial assistance that the Corporation may grant
to Eligible Participants under the Plan to enable them to subscribe for Shares
following the exercise of Stock Options.
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2)

The Board of Directors may, at its sole discretion, through a resolution and without shareholder
approval, subject to receipt of approval of the Exchange and, where required, from regulatory
authorities, make all other amendments to the Plan that are not set out in subsection 8(1), in particular,
without limiting the generality of the foregoing, the following:
(i)

any amendment of a housekeeping nature or an amendment intended to clarify
the provisions of the Plan;

(ii)

any amendment to the provisions governing a Stock Option or the Plan relating
to the vesting period;

(iii)

a change to the termination provisions of a Stock Option that does not entail
an extension beyond the original Expiry Date; and

(iv)

the termination of the Plan.

Notwithstanding the provisions of this subsection, the Corporation will not contravene the requirements,
standards, Laws or regulations emanating from the Exchange or from any other regulatory authority.

SECTION 9 – MISCELLANEOUS
1)

2)

Notice
a)

Any notice, request, payment or other communication required or permitted to be given
hereunder by the Corporation to an Optionholder shall be in writing and shall be given by
personally delivering it or by delivering it by mail to the address of the Optionholder set
out in the Notice of Grant or such other address of which the Optionholder has notified the
Corporation. The Optionholder shall notify the Corporation in writing of any address
change.

b)

Any notice, request, payment or other communication required or permitted to be given
hereunder by an Optionholder to the Corporation shall be in writing and shall be given by
personally delivering it or by delivering it by mail to the primary business address of the
Corporation or any other address designated by the Corporation.

c)

The date of delivery of notice, request, payment or any other communication shall be the
date of personal delivery or, if delivered by mail, the fifth Business Day after mailing
provided that in the event of a postal strike, the date of delivery shall be the date of actual
delivery.

Termination
The Corporation may terminate the Plan at any time provided that such termination shall not alter the
terms or conditions of any Stock Option or impair any right of any Optionholder pursuant to any
Stock Option granted prior to the date of such termination and notwithstanding such termination by
the Corporation, such Stock Options and such Optionholders shall continue to be governed by the
provisions of the Plan.
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3)

Interpretation
The interpretation by the Board of Directors of any of the provisions of the Plan and any determination
by it pursuant thereto shall be final and conclusive and shall not be subject to any dispute by an
Optionholder. No member of the Board of Directors or the Committee or any person acting pursuant
to authority thereby delegated hereunder shall be liable for any action or determination in connection
with the Plan made or taken in good faith, and each member of the Board of Directors and each such
person acting on the authority delegated hereunder, shall be entitled to indemnification with respect
to any such action or determination in the manner provided for by the Corporation.

4)

Resale Restrictions
The Corporation hereby informs the Optionholder that Stock Options and Shares are subject to Laws
that may impose Shares resale restrictions. Certain Optionholders may also be subject to restrictions
with respect to the trade of Shares as set forth in the Corporation’s internal policies.

5)

No Representation or Warranty
The Corporation makes no representation or warranty as to the future market value of any Shares
issued following the exercise of any Stock Option in accordance with the provisions of the Plan.

6)

Governing Laws
The Plan will be governed by and construed in accordance with the Laws of the Province of Québec
and the Laws of Canada applicable therein.

7)

Compliance with Applicable Law
If any provision of the Plan or any Stock Option conflicts with any Law, then such provision shall be
deemed to be amended to the extent required to bring such provision into compliance therewith.

8)

Agreement
The Corporation and every Optionholder shall be bound by the terms and conditions of the Plan by
the simple delivery thereof to an Optionholder and the signature of the Notice of Grant.

9)

Non-Exclusive
Subject to the required approvals, no provision of the Plan will prevent the Board of Directors to
maintain or adopt other compensation mechanism or supplemental compensation mechanism.

10)

Transitional Measures
Each Optionholder having received a grant of Stock Options or a right to acquire Stock Options
pursuant to the Plan prior to the date this Stock Option Plan is adopted by the Corporation will receive
a Notice of Grant setting out the terms of the previous Stock Option commitment. Upon delivery of
the Notice of Grant to the Optionholder, any prior documentation relating to the previous Stock
Option commitment will be null and void and not binding on the Corporation.
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11)

Name
This Plan shall be called the “Monarch Mining Corporation Stock Option Plan”.
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SCHEDULE A
DEFINED TERMS
“Affiliate” means an affiliate as defined in the Canada Business Corporations Act.
“Board of Directors” means the Board of Directors of the Corporation.

“Board Lot” means, depending on the trading price of the Shares, as follows:
a) 1,000 Shares if the trading price per Share is less than $0.10;
b) 500 Shares if the trading price per Share is equal or over $0.10 but not more than $0.99;
c) 100 Shares if the trading price per Share is $1.00 or more.
“Business Day” means any day of the year, other than a Saturday or Sunday or any day recognized by Québec
Law as a statutory holiday.
“Change of Control” means:
i)

any merger or amalgamation in which voting securities of the Corporation possessing more than
fifty percent (50%) of the total combined voting rights of the Corporation’s outstanding
securities are transferred to a person or persons different from the persons holding those
securities immediately prior to such transaction;

ii)

any acquisition, directly or indirectly, by a person or Related Group of Persons (other than a
person that is a registered dealer as described in paragraph (iv) of the definion of Related Group
of Persons hereof and other than the Corporation) or a person that directly or indirectly controls,
is controlled by, or is under common control with, the Corporation of beneficial ownership of
voting securities of the Corporation possessing more than fifty percent (50%) of the total
combined voting rights of the Corporation’s outstanding securities;

iii)

any acquisition, directly or indirectly, by a person or Related Group of Persons of the right to
appoint a majority of the directors of the Corporation or otherwise directly or indirectly control
the management, affairs and business of the Corporation;

iv)

any sale, transfer or other disposition of all or substantially all of the assets of the Corporation;

v)

a complete liquidation or dissolution of the Corporation; or

vi)

any transaction or series of transactions involving the Corporation or any of its Affiliates that
the Board of Directors in its discretion deems to be a Change of Control.

provided however, that a Change of Control shall not be deemed to have occurred if such Change of
Control results from:
vii)

the issuance, in connection with a bona fide financing or series of financings by the Corporation
or any of its Affiliates, of voting securities of the Corporation or any of its Affiliates or any
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rights to acquire voting securities of the Corporation or any of its Affiliates which are
convertible into voting securities; or
viii)

a transaction or series of transactions involving the Corporation or any of its Affiliates whereby
the holders of the voting securities of the Corporation continue to hold voting securities in the
capital of the surviving or successor entity in substantially the same proportion as such holders
held voting securities in the Corporation immediately prior to the commencement of such
transaction or series of transactions.

“Consultant” means, in relation to the Corporation, an individual or Consultant Corporation, other than an
employee, director or officer of the Corporation, that, for an initial, renewable or extended period of twelve
(12) months or more:
a)

is engaged to provide on an ongoing bona fide basis, consulting, technical, management or other
services to the Corporation or to an Affiliate of the Corporation, (other than services provided in
relation to a distribution of securities and services that directly or indirectly promote or maintain a
market for the the Corporation’s securities);

b)

provides such services under a written consulting agreement with the Corporation or an Affiliate of
the Corporation;

c)

in the reasonable opinion of the Corporation, spends or will spend a significant amount of time and
attention on the affairs and business of the Corporation or an Affiliate of the Corporation; and

d)

has a relationship with the Corporation or an Affiliate of the Corporation that enables the Consultant
to be knowledgeable about the business and affairs of the Corporation.

“Consultant Corporation” means, for an individual Consultant, a corporation or partnership of which the
individual is an employee, shareholder or partner;
“Corporation” means Monarch Mining Corporation, or any successor thereto.
“Date of Grant” means the date on which a particular Stock Option is granted by the Board of Directors.
“Date of Termination of Investor Relations Activities” means has the meaning ascribed thereto in
paragraph 4(3)(b) hereof.
“Director” means a member of the Board of Directors.
“Eligible Participant” means (a) an Employee, officer, Director or Consultant of the Corporation or any
subsidiary thereof, and (b) a person employed to perform investor relations activities for an initial, renewable
or extended period of twelve months or more.
“Employee” means, as the case may be:
a)

an individual who is considered an employee of the Corporation or its subsidiary under the Income
Tax Act (Canada) (and for whom income tax, employment insurance and CPP deductions must be
made at source);

b)

an individual who works full-time for a Corporation or its subsidiary providing services normally
provided by an employee and who is subject to the same control and direction by the Corporation over
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the details and methods of work as an employee of the Corporation, but for whom income tax
deductions are not made at source;
c)

an individual who works for a Corporation or its subsidiary on a continuing and regular basis for a
minimum amount of time per week (the number of hours should be disclosed in the submission)
providing services normally provided by an employee and who is subject to the same control and
direction by the Issuer over the details and methods of work as an employee of the Corporation, but
for whom income tax deductions are not made at source.

“Event” has the meaning ascribed thereto in subsection 4(8) hereof.
“Exchange“ means the Toronto Stock Exchange or such other stock exchange or over-the-counter quotation
upon which the Shares are listed.
“Exercise Notice” means the notice respecting the exercise of any Stock Option, substantially in the form
attached as Schedule “C” hereto, duly executed by the Optionholder or his legal representative.
“Exercise Price” has the meaning ascribed thereto in subsection 4(6) hereof.
“Expiry Date” means the date determined in accordance with subsection 4(2) hereof after which a particular
Stock Option can no longer be exercised, subject to amendment in accordance with the terms hereof.
“Fair Market Value” means the closing price of the Shares on the Toronto Stock Exchange (or such other
exchange which constitutes the primary exchange upon which the Shares are listed) on the last trading day
immediately preceding a given day or, if the Shares did not trade on such last trading day, the average,
rounded up to the nearest cent, of the bid and ask prices for a Board Lot of the Shares at the close of trading
on such last trading day.
“Insider” in relation to the Corporation has the meaning ascribed to such term under Part I of the Company
Manual of the Exchange.
“Laws” means the laws, rules and regulations of any government, public agency or authority, regulatory
body, Exchange or other organization that has jurisdiction over the Shares, the Corporation, any Optionholder
or any of the Corporation shareholders.
“Notice of Grant” means the notice respecting the grant of Stock Options, substantially in the form attached
as Schedule “B” hereto, duly executed by the Secretary or of the Corporation or any other person designated
by the Board of Directors.
“Optionholder” means an Eligible Participant or former Eligible Participant who holds Stock Options which
have not been fully exercised and have not expired or, where applicable, the legal representative of such
Eligible Participant.
“Plan” means this stock option plan named “Monarch Mining Corporation Stock Option Plan” adopted by
the Board of Directors on November 30, 2020 as amended from time to time.
“Related Group of Persons” in respect of a person or persons, accordingly, means:
i)

the person together with any one or more of the person’s Associates or Affiliates;

ii)

any two or more persons who have an agreement, commitment or understanding, whether
formal or informal, with respect to the acquisition of or the intention to acquire, directly or
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indirectly, beneficial ownership of, or control and direction over, voting securities of the
Corporation;
iii)

the exercise of voting rights attached to the securities of the Corporation beneficially owned by
such persons, or over which such persons have control and direction, on matters regarding the
appointment of directors or control of the management, affairs and business of the Corporation;
and

iv)

despite the above paragraphs i) and ii), a registered dealer acting solely in an agency capacity
for a person or Related Group of Persons in connection with the acquisition of beneficial
ownership of, or control and direction over, securities of the Corporation, and not executing
principal transactions for its own account or performing services beyond customary dealer’s
functions, shall not be deemed solely by reason of such agency relationship to be a related
person for the purposes of the definition of Related Group of Persons.

“Shares” means the common shares in the capital of the Corporation or such other securities specified in
subsection 4(8) hereof in the case of the occurrence of an Event.
“Stock Option” and “Option” means an option to purchase Shares granted to an Eligible Participant under
this Plan.
“Termination Date” has the meaning ascribed thereto in paragraph 4(3)(c) hereof.
“Vesting Date” means the date set pursuant to paragraph 4(2)b) starting on which the Stock Options may be
exercised in whole or in part.
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SCHEDULE B
NOTICE OF GRANT
BETWEEN:

MONARCH MINING CORPORATION, a legal person duly incorporated under the
Canada Business Corporations Act, having its head office at 68, avenue de la Gare,
Suite 205, Saint-Sauveur, Québec J0R 1R0;
(hereinafter referred to as “Monarch”)

AND:

_______________________________ an individual residing and domiciled at
__________________________________________________________;
(hereinafter referred to as the “Optionholder”)

WHEREAS the Optionholder is ___________________________________________of Monarch;
WHEREAS the Board of Directors of Monarch has adopted a stock option plan named “Monarch Mining
Corporation Stock Option Plan”, for the purpose of providing its employees, officers, directors, consultants
and persons employed to provide investor relations activities with an incentive to promote its interests
(hereinafter referred to as the “Plan”);
WHEREAS the stock options granted after the adoption of said Plan will be governed by the Plan;
WHEREAS Monarch wishes to grant to the Optionholder stock options to subscribe common shares
(hereinafter referred to as the “Shares”) in the capital of Monarch pursuant to the terms of the Plan;
NOW THEREFORE, THE PARTIES AGREE AS FOLLOWS:
STOCK OPTIONS GRANTED
Monarch hereby grants to the Optionholder the right to subscribe to ___________ Shares at a price of
$_________ per Share, upon the terms and conditions herein contained (hereinafter referred to as the “Stock
Options”).
TERMS OF THE STOCK OPTIONS
After the ___ anniversary of the grant of the Stock Options, being _______________, (referred to as the
“Expiry Date”), any unexercised Stock Options shall become null and void.
[Paragraph and table below to be included if the Board of Directors has set vesting periods at the time of
the grant of stock options.]
The Stock Options hereby granted to the Optionholder shall vest in * tranches of * Shares, only at the vesting
dates and exercise prices set forth below:
Number of Shares

Vesting Dates

Exercise Price

Expiry Dates

*

starting *

$*

*

*

starting *

$*

*

*

starting *

$*

*

*

starting *

$*

*

All the terms and conditions set forth in the Plan are hereby incorporated by reference and are included herein
as if fully recited. It is acknowledged that Plan contains terms and conditions that may change the Expiry
Date.
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EXERCISE OF STOCK OPTIONS
The Optionholder may exercise the Stock Options, in full or in part, at any time before the Expiry Date by
sending to the head office of Monarch, an exercise notice (hereinafter referred to as the “Exercise Notice”),
accompanied by a certified cheque or bank draft made payable to Monarch in the amount of the full price of
the Shares subscribed for upon the terms of the Stock Options.
Monarch shall cause a certificate representing the number of Shares specified in the Exercise Notice to be
issued and registered in the name of the Optionholder and delivered to him within reasonable time following
receipt of such notice.
GOVERNING LAW
This Notice of Grant and the Stock Options shall be governed by and construed in accordance with the laws
of the Province of Québec and the laws of Canada applicable therein.
ACKNOWLEDGEMENT OF TERMS
The undersigned Optionholder, does accept the grant of the stock options upon the terms and conditions that
are set out in this Notice of Grant and the Plan.
The Optionholder acknowledges that he has received and reviewed a copy of the Plan and that he is familiar
with the terms and conditions of the Stock Options.
He acknowledges that the Stock Options and any Shares he receives upon exercise thereof will be governed
by applicable securities laws of Québec and possibly the securities laws of other jurisdictions and the rules
of the Toronto Stock Exchange. Such laws and rules may limit the Optionholder’s ability to sell any Shares
he receives on exercise of his Stock Options. Certain Optionholders might also be subject to trading
restrictions stated in Monarch’s internal company policies.
He acknowledges that the Plan entitles him to written notice of certain events and that he must advise
Monarch of any address changes in order to protect his rights.
He agrees that this Notice of Grant is comprehensive and contains a complete listing of all of his rights to
acquire Shares of Monarch. Any rights that he may have to acquire Shares of Monarch, that are not set out
herein are hereby cancelled.
DATED and signed at

on ____________________ .

MONARCH MINING CORPORATION
Per:

Witness Signature

Signature of Optionholder

Print Witness’s Name

Print Optionholder’s Name

Witness Address
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SCHEDULE C
EXERCISE NOTICE
MONARCH MINING CORPORATION STOCK OPTION PLAN
MONARCH MINING CORPORATION
68, avenue de la Gare
Suite 205
Saint-Sauveur, Québec J0R 1R0
Dear Sirs / Mesdames:
Please be advised that in connection with stock options to purchase common shares of Monarch Mining
Corporation (“Monarch”) granted to me pursuant to that certain notice of grant dated __________, the
undersigned hereby wishes to exercise his or her option to purchase __________ common shares of Monarch.
Please find enclosed cash, a certified cheque or a bank draft in the amount of $_______________ payable to
Monarch in full payment for the common shares to be purchased hereby. I hereby agree to assist Monarch in
the filing of, and will timely file, all reports that I may be required to file under the applicable securities laws
or listing exchange.
The common shares issued on the exercise of the stock options specified above are to be issued in the
following registration as fully paid and non-assessable common shares of Monarch:
Dated at ______________, this ____ day of ____________ _______.

(Print Optionee’s or Nominee’s Name)

(Optionee’s or Nominee’s Signature)

(Address of Optionee or Nominee)

(Telephone Number)

(Facsimile Number)

(E-Mail Address)
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APPENDIX H
SPINCO RSU PLAN
See attached.
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RESTRICTED SHARE UNIT PLAN

PURPOSE OF THIS PLAN
1.1

Purpose of this Plan
The purpose of this Plan is to promote the interests and enhance long-term success of Monarch Mining
Corporation (the “Corporation”) by:
(a)

furnishing Eligible Persons with greater incentive to develop and promote the business and financial
success of the Corporation;

(b)

aligning the interests of Eligible Persons with those of the shareholders of the Corporation generally
through a proprietary ownership interest in the Corporation;

(c)

recognizing the contribution of Eligible Persons to the growth of the Corporation;

(d)

providing a long-term incentive element in an overall compensation package which is competitive
with the Corporation’s peer group;

(e)

motivating Eligible Persons under the Plan to achieve important corporate and personal objectives to
be determined between the Corporation and the Eligible Person; and

(f)

assisting the Corporation in attracting, retaining and motivating Eligible Persons.

The Corporation believes that these purposes may best be realized by granting Share Units to Eligible Persons and
providing them with an opportunity to acquire a proprietary interest in the Corporation under this Plan.

DEFINITIONS
2.1

Definitions
In this Plan, unless there is something in the subject matter or context inconsistent therewith, capitalized words
and terms will have the following meanings:
(a)

“Affiliate” means an affiliate as defined in the Canada Business Corporations Act;

(b)

“Applicable Withholding Taxes” means all taxes and other source deductions or other amounts
which the Corporation or an Affiliate of the Corporation is or may be required by law to withhold in
respect of the Plan or in respect of a Share Unit, including in respect of the issuance, transfer,
amendment or vesting of a Share Unit or the issuance of Shares or payment of cash thereunder;

(c)

“Associate” means an associate as defined in the Securities Act;

(d)

“Account” means the bookkeeping account established and maintained by the Corporation for each
Participant in which the number of Share Units of the Participant are recorded;

(e)

“Board” means the board of directors of the Corporation as constituted from time to time;

(f)

“Change of Control” means:
(i)

any merger or amalgamation in which voting securities of the Corporation possessing
more than fifty percent (50%) of the total combined voting rights of the Corporation’s
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outstanding securities are transferred to a person or persons different from the persons
holding those securities immediately prior to such transaction;
(ii)

any acquisition, directly or indirectly, by a person or Related Group of Persons (other
than a person that is a registered dealer as described in Section 2.1(v)(iv) and other than
the Corporation) or a person that directly or indirectly controls, is controlled by, or is
under common control with, the Corporation of beneficial ownership of voting securities
of the Corporation possessing more than fifty percent (50%) of the total combined voting
rights of the Corporation’s outstanding securities;

(iii)

any acquisition, directly or indirectly, by a person or Related Group of Persons of the
right to appoint a majority of the directors of the Corporation or otherwise directly or
indirectly control the management, affairs and business of the Corporation;

(iv)

any sale, transfer or other disposition of all or substantially all of the assets of the
Corporation;

(v)

a complete liquidation or dissolution of the Corporation; or

(vi)

any transaction or series of transactions involving the Corporation or any of its Affiliates
that the Board in its discretion deems to be a Change of Control.

provided however, that a Change of Control shall not be deemed to have occurred if such Change of Control
results from:
(vii)

the issuance, in connection with a bona fide financing or series of financings by the
Corporation or any of its Affiliates, of voting securities of the Corporation or any of its
Affiliates or any rights to acquire voting securities of the Corporation or any of its
Affiliates which are convertible into voting securities; or

(viii)

a transaction or series of transactions involving the Corporation or any of its Affiliates
whereby the holders of the voting securities of the Corporation continue to hold voting
securities in the capital of the surviving or successor entity in substantially the same
proportion as such holders held voting securities in the Corporation immediately prior to
the commencement of such transaction or series of transactions.

(g)

“Compensation Committee” means the Human Resources, Compensation and Nominating
Committee of the Board or any other committee or person designated by the Board to administer the
Plan;

(h)

“Consultant” means, in relation to the Corporation, an individual or Consultant Corporation, other
than an employee, director or officer of the Corporation, that, for an initial, renewable or extended
period of twelve (12) months or more:
(i)

is engaged to provide on an ongoing bona fide basis, consulting, technical, management
or other services to the Corporation or to an Affiliate of the Corporation, (other than
services provided in relation to a distribution of securities and services that directly or
indirectly promote or maintain a market for the the Corporation’s securities);

(ii)

provides such services under a written consulting agreement with the Corporation or an
Affiliate of the Corporation;

(iii)

in the reasonable opinion of the Corporation, spends or will spend a significant amount
of time and attention on the affairs and business of the Corporation or an Affiliate of the
Corporation; and
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(iv)

has a relationship with the Corporation or an Affiliate of the Corporation that enables the
Consultant to be knowledgeable about the business and affairs of the Corporation.

(i)

“Consultant Corporation” means, for an individual Consultant, a corporation or partnership of
which the individual is an employee, shareholder or partner;

(j)

“Corporation” means Monarch Mining Corporation, and any reference in the Plan to an action by
the Corporation means an action by or under the authority of the Board;

(k)

“Effective Date” has the meaning ascribed thereto by Section 3.1 of this Plan;

(l)

“Eligible Person” means a director, officer, employee or Consultant of the Corporation or its
Affiliates;

(m)

“Exchange” means the Toronto Stock Exchange, or such stock exchanges or other organized markets
on which the Shares are listed or posted for trading;

(n)

“Fair Market Value” with respect to a Share, as at a particular date, means the weighted average of
the prices at which the Shares traded on the Exchange (or, if the Shares are not then listed and posted
for trading on the Exchange or are then listed and posted for trading on more than one stock exchange,
on such stock exchange on which the majority of the trading volume and value of the Shares occurs)
for the five (5) trading days on which the Shares traded on said exchange immediately preceding
such date. In the event that the Shares are not listed and posted for trading on any stock exchange,
the Fair Market Value shall be the fair market value of the Shares as determined by the Board in its
sole discretion, acting reasonably and in good faith;

(o)

“Grant Agreement” means the written agreement between the Corporation and a Participant, in
such form as may be approved by the Compensation Committee, evidencing the Share Units granted
under this Plan, together with such schedules, amendments, deletions or changes thereto as are
permitted under the Plan. Each Grant Agreement shall be subject to the applicable terms and
conditions of this Plan and any other terms and conditions (not inconsistent with this Plan)
determined by the Compensation Committee. A form of Grant Agreement is provided under
Schedule A;

(p)

“Insider” in relation to the Corporation has the meaning ascribed to such term under Part I of the
Company Manual of the Exchange.

(q)

“Merger and Acquisition Transaction” means:
(i)

any merger;

(ii)

any acquisition;

(iii)

any amalgamation;

(iv)

any offer for Shares which if successful would entitle the offeror to acquire all of the
voting securities of the Corporation; or

(v)

any arrangement or other scheme of reorganization;

that results in a Change of Control;
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(r)

“Outstanding Shares” at the time of any issuance of Shares means the number of Shares that are
outstanding immediately prior to the issue of the Shares in question, on a non-diluted basis, or such
other number as may be determined under the applicable rules and regulations of all regulatory
authorities to which the Corporation is subject, including the Exchange;

(s)

“Participant” means an Eligible Person designated by the Corporation to be granted a Share Unit
under this Plan;

(t)

“Permitted Assign” in respect of a Participant means:
(i)

an executor or administrator for the estate of the Participant upon the death of the
Participant, or

(ii)

a committee or duly appointed representative of the Participant, upon the Participant
becoming incapable, by reason of physical or mental incapacity, of managing his or her
affairs.

(u)

“Plan” means this “Monarch Mining Corporation Restricted Share Unit Plan”, as the same may
from time to time be supplemented or amended and in effect;

(v)

“Related Group of Persons” in respect of a person or persons, accordingly, means:
(i)

the person together with any one or more of the person’s Associates or Affiliates;

(ii)

any two or more persons who have an agreement, commitment or understanding, whether
formal or informal, with respect to the acquisition of or the intention to acquire, directly
or indirectly, beneficial ownership of, or control and direction over, voting securities of
the Corporation;

(iii)

the exercise of voting rights attached to the securities of the Corporation beneficially
owned by such persons, or over which such persons have control and direction, on matters
regarding the appointment of directors or control of the management, affairs and business
of the Corporation; and

(iv)

despite the above Section 2.1 (v)(i)(ii), a registered dealer acting solely in an agency
capacity for a person or Related Group of Persons in connection with the acquisition of
beneficial ownership of, or control and direction over, securities of the Corporation, and
not executing principal transactions for its own account or performing services beyond
customary dealer’s functions, shall not be deemed solely by reason of such agency
relationship to be a related person for the purposes of the definition of Related Group of
Persons.

(w)

“Securities Act” means the Securities Act (Quebec), as amended from time to time;

(x)

“Shares” means the common shares in the capital of the Corporation;

(y)

“Share Unit” means a unit credited by means of an entry on the books of the Corporation to a
Participant pursuant to the Plan, representing the right to receive, subject to and in accordance with
the Plan, for each Vested Share Unit one Share or the other consideration as referred to in the Plan,
at the time, in the manner, and subject to the terms, set forth in the Plan and the applicable Grant
Agreement;

(z)

“Shareholder” means a holder of Shares;
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(aa)

“Vesting Date” means, with respect to Share Units, the date on which the Corporation is required
under the Grant Agreement to determine the extent to which a Share Unit is to be paid in Shares,
cash or a combination thereof in accordance with Section 6.5 hereof and the Grant Agreement, and

(bb)

“Vested Share Units” shall mean Share Units in respect of which all vesting terms and conditions
set forth in the Plan and the applicable Grant Agreement have been either satisfied or waived in
accordance with the Plan.

EFFECTIVE DATE OF PLAN
3.1

The effective date of the Plan is November 30, 2020 (the “Effective Date”), or such other date as the Board
may determine, subject to the approval of the Plan, if necessary, by Shareholders and the Exchange.

ADMINISTRATION OF PLAN
4.1

Unless otherwise determined by the Board, the Plan shall be administered by the Compensation Committee
to, among other things, interpret, administer and implement this Plan on behalf of the Board in accordance
with such terms and conditions as the Board may prescribe and make recommendations to the Board as to the
number of Share Units to be granted to Eligible Persons as well as the terms and conditions of such grant,
consistent with this Plan (provided that if at any such time such a committee has not been appointed by the
Board, this Plan will be administered by the Board, and in such event references herein to the Compensation
Committee shall be construed to be a reference to the Board). The Board will take such steps that in its opinion
are required to ensure that the Compensation Committee has the necessary authority to fulfil its functions
under this Plan.

4.2

The Compensation Committee is authorized, subject to the provisions of the Plan, to establish such rules and
regulations as it deems necessary for the proper administration of the Plan, and to make determinations and
take such other action in connection with or in relation to the Plan as it deems necessary or advisable. Each
determination or action made or taken pursuant to the Plan, including interpretation of the Plan, shall be final
and conclusive for all purposes and binding on all parties, absent manifest error.

4.3

The Corporation will be responsible for all costs relating to the administration of the Plan.

4.4

Unless otherwise determined by the Board, the Plan shall remain an unfunded obligation of the Corporation
and the rights of Participants under the Plan shall be general unsecured obligations of the Corporation.

4.5

The Corporation is authorized to take such steps as may be necessary to ensure all Applicable Withholding
Taxes are withheld, deducted and remitted as required by law.

SHARES AVAILABLE FOR SHARE UNITS
5.1

Subject to adjustment as provided in Article 17 of this Plan, the aggregate number of Shares that may be
issuable pursuant to this Plan combined with all of the Corporation’s other security-based compensation
mechanisms, including the Corporation’s stock option plan, shall not exceed 10 % of Outstanding Shares.

5.2

For purposes of Section 5.1 and subject to Section 5.3, the number of Shares covered by a Share Unit or to
which a Share Unit relates shall be counted on the date of grant of such Share Unit against the aggregate
number of Shares available for granting Share Units under this Plan.
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5.3

If an outstanding Share Unit for any reason expires or is terminated or cancelled without having been settled
in full, the unissued Shares shall again be available for issuance under this Plan.

5.4

Fractional Share Units are permitted under this Plan subject that no fractional Shares shall be issued and any
fractional entitlements will be rounded down to the nearest whole number.

GRANT OF SHARE UNITS
6.1

Subject to the provisions of this Plan, the Corporation may, from time to time, grant to any Eligible Person
one or more Share Units as the Corporation deems appropriate. In addition to the terms and conditions of this
Plan, Share Units may be subject to vesting terms and conditions determined at the time of grant.

6.2

The date on which a Share Unit will be deemed to have been granted under this Plan will be the date on which
the Corporation authorizes the grant of such Share Unit or such other future date as may be specified at the
time of such authorization.

6.3

Subject to Article 5, the number of Shares that may be issued under any Share Unit will be determined by the
Corporation upon the recommendation of the Compensation Committee, provided that:
(a)

the number of Shares issued to any one Participant, within any one-year, and issuable to any one
Participant, at any time, pursuant to this Plan combined with all of the Corporation’s other securitybased compensation mechanisms, including the Corporation’s stock option plan, shall not, in
aggregate, exceed 5% of the total number of Outstanding Shares; and

(b)

the number of Shares issued to Insiders, within any one-year period, and issuable to Insiders, at any
time, pursuant to all securities-based compensation mechanisms, including this Plan and the
Corporation’s stock option plan, may not exceed 10% of the total number of Outstanding Shares.

(c)

the maximum annual grant date value of awards issued to non-employee directors, pursuant to all
securities-based compensation mechanisms, including this Plan and the Corporation’s stock option
plan, is $150,000 of which no more than $100,000 may be issued in the form of stock options under
the Corporation’s stock option plan.

6.4

An Account shall be maintained by the Corporation for each Participant. On the grant date, the Account will
be credited with the Share Units granted to a Participant on that date.

6.5

Subject to the terms of this Plan, the vesting terms and conditions to be completed during any period, the
length of any period, the amount of any Share Unit granted, and any other terms and conditions for the vesting
of Share Unit not inconsistent with the provisions of this Plan, as the Corporation shall determine, shall be
determined by the Corporation at the time of grant. A Share Unit will be evidence by a Grant Agreement
containing such vesting terms and conditions.

VESTING
7.1

Each Share Unit will be evidenced by a Grant Agreement which incorporates such terms and conditions
(including all vesting conditions) as the Corporation in its discretion deems appropriate and consistent with
the provisions of this Plan (and the execution by the Corporation of a Grant Agreement with a Participant shall
be conclusive evidence that such Grant Agreement incorporates the terms and conditions determined by the
Corporation and is consistent with the provisions of this Plan). Each Grant Agreement will be executed by the
Participant to whom the Share Unit is granted and on behalf of the Corporation by any member of the
Compensation Committee or any officer of the Corporation or such other person as the Board may designate
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for such purpose.
7.2

Share Units granted pursuant to this Plan shall typically have a vesting term of three (3) years, subject to the
discretion of the Corporation to determine a different vesting schedule for any Share Unit, which shall be
within a minimum vesting term of one year and a maximum vesting term of five (5) years.

ELIGIBILITY
8.1

Any Eligible Person shall be eligible to be designated a Participant. the Corporation and a Participant shall
confirm that any Eligible Person that is an employee is a bona fide employee of the Corporation or its
Affiliates. In determining whether an Eligible Person shall receive a Share Unit and the terms of any Share
Unit, the Corporation may consider the nature of the services rendered by the Eligible Person, his or her present
and potential contributions to the success of the Corporation, and such other factors as the Corporation, in its
discretion, shall deem relevant.

PAYMENT OF VESTED SHARE UNIT
9.1

Each whole Vested Share Unit (each being a Share Unit in respect of which all vesting terms and conditions
set forth in the Plan and the applicable Grant Agreement have been either satisfied or waived in accordance
with the Plan) shall be denominated or payable in Shares (subject to adjustment in accordance with this Plan)
or cash, at the sole discretion of the Corporation.

9.2

Within sixty (60) days of a Vesting Date, the Corporation, in its sole and absolute discretion, shall, based on
the Fair Market Value on the applicable Vesting Date, have the option of settling payment for Vested Share
Units by any of the following methods or by a combination of such methods:
(a)

payment in cash; or

(b)

subject to applicable law, payment in Shares issued from the share capital of the Corporation.

In the event that the the Corporation does not use its discretion to determine the form of payment for the Vested Share
Units within sixty (60) days of a Vesting Date, payment for such Vested Share Units shall be in Shares issued from
the share capital of the Corporation.
The Corporation shall not determine whether the payment method shall take the form of cash or Shares until a Vesting
Date, or some reasonable time prior thereto. A Participant shall not have any right to demand, to be paid in, or to
receive Shares in respect of a Vested Share Unit, at any time. Notwithstanding any election by the Corporation to settle
any Vested Share Unit or a portion thereof, in Shares, the Corporation reserves the right to change its election in respect
thereof at any time up until payment is actually made (the “Payment Date”) and the Participant shall not have the
right, at any time, to enforce settlement in the form of Shares of the Corporation.
To the extent a Vested Share Unit is to be payable in Shares, one Share is to be issued for each whole Vested Share
Unit. The Shares payable will be issued from share capital to the Participant.
To the extent a Vested Share Unit is to be payable in cash, the amount of cash shall be determined as of the close of
business on the Vesting Date as the product of: (a) the number of Vested Share Units payable in cash, and (b) the Fair
Market Value. Any amount payable to the Participant in respect of a Vested Share Unit shall be paid to the Participant
as soon as practicable following the Vesting Date and in any event within sixty (60) days of the Vesting Date and the
Corporation shall withhold from any such amount payable all Applicable Withholding Taxes and in the manner
contemplated by Section 14.1 hereof.
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9.3

Except as otherwise determined by the Corporation or as set forth in the applicable Grant Agreement, upon
the termination of a Participant’s employment (as determined under criteria established by the Corporation),
including by way of death, retirement, disability, termination without cause and termination for cause during
the term of a Share Unit, all unvested Share Units held by the Participant shall be forfeited and cancelled;
provided, however, that the Corporation may, if it determines that a waiver would be in the best interest of the
Corporation, waive in whole or in part any or all remaining restrictions or conditions with respect to any such
Unit Share.

GENERAL TERMS OF SHARE UNITS
10.1

Share Units may be granted for no cash consideration.

10.2

Share Units may, in the discretion of the Corporation be granted either alone or in addition to or in tandem
with any incentive option granted under any plan of the Corporation or any Affiliate. Share Units granted in
addition to or in tandem with incentive options granted under any such other plan of the Corporation or any
Affiliate may be granted either at the same time as or at a different time from the grant of such other incentive
options.

10.3

All Shares delivered pursuant to a Share Unit shall be subject to such hold periods and other restrictions as the
Corporation may deem advisable, applicable Canadian provincial or foreign securities laws and regulatory
requirements, applicable Exchange policies and rules, and applicable Canadian corporate laws, and the
Corporation may direct appropriate hold periods and cause other legends to be placed on the certificates for
such Shares to reflect such restrictions. If the Shares are traded on a securities exchange, the Corporation shall
not be required to deliver any Shares covered by a Share Unit unless and until such Shares have been listed
and posted for trading on such securities exchange.

CHANGE IN STATUS
11.1

A change in the status, office, position or duties of a Participant from the status, office, position or duties held
by such Participant on the date on which the Share Unit was granted to such Participant will not result in the
termination of the Share Unit granted to such Participant provided that such Participant remains an Eligible
Person.

NON-TRANSFERABILITY OF SHARE UNITS
12.1

Each Grant Agreement will provide that the Share Unit granted thereunder is not transferable or assignable to
anyone other than a Permitted Assign.

REPRESENTATIONS AND COVENANTS OF PARTICIPANTS
13.1

Each Grant Agreement will contain representations and covenants of the Participant that:
(a)

the Participant is a director, officer or employee of the Corporation or its Affiliates or a person
otherwise determined as an Eligible Person under this Plan by the Compensation Committee;

(b)

the Participant has not been induced to enter into such Grant Agreement by the expectation of
employment or continued employment with the Corporation or its Affiliates;
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(c)

the Participant is aware that the grant of the Share Unit and the issuance by the Corporation of Shares
thereunder are exempt from the obligation under applicable securities laws to file a prospectus or
other registration document qualifying the distribution of the Share Units of the Shares to be
distributed thereunder under any applicable securities laws.

WITHHOLDING TAX
14.1

Each Participant shall be responsible for all taxes in respect of the Plan and in respect of the issuance, transfer,
amendment or vesting of a Share Unit or the issuance of Shares or payment of cash thereunder. The
Corporation makes no guarantee to any person regarding the tax consequences of becoming a Participant in
the Plan and none of the Corporation, its Affiliates or any of their respective employees or representatives
shall have any liability to any Participant with respect thereto. The Corporation shall be entitled to take all
reasonable and necessary steps and to obtain all reasonable or necessary indemnities, assurances, payments or
undertakings to satisfy any obligation to pay or withhold an amount on account of Applicable Withholding
Taxes. Without limiting the generality of the foregoing, the Corporation may for such purposes withhold or
offset such amounts from any salary or other amounts otherwise due or to become due from the Corporation
to the Participant or may require that a Participant pay such amounts to the Corporation.

CONDITIONS
15.1

Notwithstanding any provision in this Plan, or a Grant Agreement, the Corporation’s obligation to issue Shares
to a Participant pursuant to the terms of any Share Unit will be subject to, if applicable:
(a)

of the availability of exemptions for the issuance of such Shares or obtaining approval of the
Exchange as the Corporation will determine to be necessary or advisable in connection with the
authorization, issuance or sale thereof; and

(b)

the receipt from the Participant of such representations, agreements and undertakings, including as
to future dealings in such Shares, as the Corporation or its counsel determines to be necessary or
advisable in order to safeguard against the violation of the securities laws of any jurisdiction.

SUSPENSION, AMENDMENT OR TERMINATION OF PLAN
16.1

The Corporation will have the right at any time and from time to time to suspend or terminate this Plan and,
subject to Section 16.2, may:
(a)

with the prior approval of Shareholders of the Corporation by ordinary resolution make any
amendment to any Grant Agreement or this Plan, including any amendment that would result in:
(i)

an amendment to the definition to the Fair Market Value under this Plan benefiting an
Insider;

(ii)

an extension of the term of a Share Unit beyond its original Vesting Date benefiting an
Insider;

(iii)

any amendment to remove or to exceed the Insider’s participation limit;

(iv)

any amendment to increase the non-employee director participation limit set out under
Section 6.3(c);
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(v)

an increase to the maximum number of Shares issuable, either as a fixed number or a
fixed percentage of the Outstanding Shares;

(vi)

amendments to this Section 16.1; or

For subsections 16.1(a)(i), 16.1(a)(ii) and 16.1(a)(iii), the votes of securities held directly or
indirectly by Insiders benefiting directly or indirectly from the amendment must be excluded.
(b)

without the prior approval of Shareholders of the Corporation and without limiting the generality of
the foregoing, the Corporation may make any other amendments not listed in (a) above to any Grant
Agreement or this Plan, including:
(i)

amendments of a clerical nature, including but not limited to the correction of
grammatical or typographical errors or clarification of terms;

(ii)

amendments to reflect any requirements of any regulatory authorities to which the
Corporation is subject, including the Exchange;

(iii)

amendments to any vesting provisions of a Share Unit; and

(iv)

amendments to the expiration date of a Share Unit that does not extend the term of a Share
Unit past the original Vesting Date for such Share Unit.

Notwithstanding the foregoing, all procedures and necessary approvals required under the applicable rules and
regulations of all regulatory authorities to which the Corporation is subject shall be complied with and obtained in
connection with any such suspension, termination or amendment to this Plan or amendments to any Grant Agreement.
16.2

In exercising its rights pursuant to Section 16.1, the Corporation will not have the right to affect in a manner
that is materially adverse to, or that materially impairs, the benefits and rights of any Participant under any
Share Unit previously granted under this Plan except: (a) with the consent of such Participant; (b) as permitted
pursuant to Article 17; or (c) for the purpose of complying with the requirements of any regulatory authorities
to which the Corporation is subject, including the Exchange.

ADJUSTMENTS
17.1

In the event of any Share distribution, Share split, combination or exchange of Shares, consolidation, spin-off
or other distribution of the Corporation’s assets to the Shareholders, or any other change affecting the Shares,
the Share Units of each Participant and the Share Units outstanding under the Plan shall be adjusted in such
manner, if any, as the Corporation may in its discretion deem appropriate to reflect the event. However, no
amount will be paid to, or in respect of, a Participant under the Plan or pursuant to any other arrangement, and
no additional Share Units will be granted to such Participant to compensate for a downward fluctuation in the
market price of the Shares, nor will any other form of benefit be conferred upon, or in respect of a Participant
for such purpose.

17.2

In the event of a Merger and Acquisition Transaction or proposed Merger and Acquisition Transaction, the
Corporation shall determine in an appropriate and equitable manner:
(a)

any adjustment to the number and type of Shares (or other securities) that thereafter shall be made
the subject of Share Units; and

(b)

the number and type of Shares (or other securities) subject to outstanding Share Units; and

(c)

determine the manner in which all unvested Share Units granted under this Plan will be treated
including, without limitation, requiring the acceleration of the time for the vesting of such Share
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Units by the Participants, the time for the fulfilment of any conditions or restrictions on such vesting,
and the time for the expiry of such Share Units.
Subsections (a) through (c) of this Section 17.2 may be utilized independently of, successively with, or in combination
with each other and Section 17.1, and nothing therein contained shall be construed as limiting or affecting the ability
of the Corporation to deal with Share Units in any other manner. All determinations by the Corporation under this
Article 17 will be final, binding and conclusive for all purposes.
17.3

Notwithstanding anything else in this Plan, any unvested Share Units issued to a Participant at the time of a
Merger and Acquisition Transaction shall immediately vest if either (i) the Participant is either terminated
without cause or resigns with serious reason (as such term has been defined under the Civil Code), from their
position with the Corporation within the period ending 12 months from the date of the completion of the
Merger and Acquisition Transaction, or (ii) the Compensation Committee, acting reasonably, determines that
an adjustment to the number and type of Shares (or other securities) resulting from a Merger and Acquisition
Transaction is impractical or impossible. In the event this Section 17.3 is applicable, the Corporation shall,
acting reasonably, determine the extent to which the Participant met the conditions for vesting of Share Units.

17.4

The grant of any Share Units under this Plan will in no way affect the Corporation’s right to adjust, reclassify,
reorganize or otherwise change its capital or business structure or to merge, amalgamate, reorganize,
consolidate, dissolve, liquidate or sell or transfer all or any part of its business or assets or engage in any like
transaction.

GENERAL
18.1

Nothing herein or otherwise shall be construed so as to confer on any Participant any rights as a Shareholder
of the Corporation with respect to any Shares reserved for the purpose of any Share Unit.

18.2

Nothing in this Plan or any Grant Agreement will confer upon any Participant any right to continue in the
employ of or under contract with the Corporation or its Affiliates or affect in any way the right of the
Corporation or any such Affiliate to terminate his or her employment at any time or terminate his or her
consulting contract, nor will anything in this Plan or any Grant Agreement be deemed or construed to
constitute an agreement, or an expression of intent, on the part of the Corporation or any such Affiliate to
extend the employment of any Participant beyond the time that he or she would normally be retired pursuant
to the provisions of any future retirement plan of the Corporation or its Affiliates or any future retirement
policy of the Corporation or its Affiliates, or beyond the time at which he or she would otherwise be retired
pursuant to the provisions of any contract of employment with the Corporation or its Affiliates. Neither any
period of notice nor any payment in lieu thereof upon termination of employment shall be considered as
extending the period of employment for the purposes of this Plan.

18.3

Nothing contained in this Plan will restrict or limit or be deemed to restrict or limit the rights or power of the
Corporation in connection with any allotment and issuance of Shares which are not allotted and issued under
this Plan including, without limitation, with respect to other compensation arrangements.

18.4

The Plan and any Grant Agreement granted hereunder will be governed, construed and administered in
accordance with the laws of the Province of Quebec and the laws of Canada applicable therein.

18.5

References herein to any gender include all genders and to the plural includes the singular and vice versa. The
division of this Plan into Sections and Articles and the insertion of headings are for convenience of reference
only and will not affect the construction or interpretation of this Plan.
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SCHEDULE “A”

FORM OF GRANT AGREEMENT
MONARCH MINING CORPORATION
(the “Corporation”)
RESTRICTED SHARE UNIT PLAN
GRANT AGREEMENT

This Grant Agreement is entered into between the Corporation and the Participant named below pursuant to the
Corporation’s Restricted Share Unit Plan (the “Plan”). All capitalized terms not otherwise defined herein shall have
the meanings ascribed thereto in the Plan.
This Agreement confirms that:
1.

on _________________, 20____

2.

________________________________(the “Participant”);

3.

was granted _______________ Share Units in respect of employment services to be rendered by the Participant
to the Corporation or its Affiliates each of which entitles the Participant to receive one Share (or otherwise, as
determined pursuant to the Plan) or cash, provided the following conditions are met:
[conditions of vesting to be included at time of grant.]

4.
5.

the vesting of the Share Units shall occur on the following schedule:
Vesting Date

Percentage Vested

Share Capital

[Timing of vesting to be included at time of grant.]
6.

7.

by execution of this Agreement and acceptance of the Share Units hereby granted, the Participant hereby
represents and warrants to the Corporation that the Participant:
(a)

is director, officer or employee of the Corporation or its Affiliates or a person otherwise determined
as an Eligible Person under Plan;

(b)

has not been induced to enter into this Grant Agreement by the expectation of employment or
continued employment with the Corporation or its Affiliates; and

(c)

is aware that the grant of the Share Unit and the issuance by the Corporation of Shares thereunder
are exempt from the obligation under applicable securities laws to file a prospectus or other
registration document qualifying the distribution of the Share Units of the Shares to be distributed
thereunder under any applicable securities laws.

without restricting the generality of Section 4.5 of the Plan, the Corporation is expressly authorized to withhold
and remit all Applicable Withholding Taxes arising as a consequence of the issuance, transfer, amendment or
vesting of a Share Unit granted pursuant to this Agreement or the issuance of Shares, (or otherwise, as determined
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pursuant to the Plan) (the “Applicable Withholding Taxes Amount”), in any of the following ways or any
combination thereof:
(a)

by requiring the Participant, as a precondition to the Corporation’s obligation to issue Shares from
share capital, to pay to the Corporation in cash the Applicable Withholding Taxes Amount, to be
remitted by the Corporation to the appropriate government authorities for the Participant’s account;
and

(b)

by offset against any salary or other amounts otherwise due or to become due from the Corporation
to the Participant and remitting such amounts to the appropriate government authorities for the
Participant’s account.

8.

the Share Units are otherwise subject to all of the terms and subject to all of the conditions and restrictions set
out in the Plan.

9.

The Share Units are not transferable or assignable to any person other than a Permitted Assign.

By signing this Agreement, the Participant acknowledges that the Participant has read and understands the Plan and
agrees to the terms and conditions of the Plan and this Agreement.
IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the _____ day of ______________,
20__.

MONARCH MINING CORPORATION

By:

By:
Participant

Authorized Signatory
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APPENDIX I
INFORMATION CONCERNING YAMANA
Overview
Yamana was formed on July 30, 2003 when, pursuant to Articles of Amendment, the name of Yamana was changed
from Yamana Resources Inc. to its current name and on August 12, 2003, pursuant to a reverse stock split, the Yamana
Shares were consolidated on the basis of one new common share for 27.86 existing common shares. Prior to these
corporate actions, and a concurrent reverse takeover of certain assets, Yamana was an inactive shell corporation whose
previous history was mostly limited to exploration activities. In an effort to streamline its corporate structure, effective
January 1, 2020, Yamana completed a vertical short form amalgamation with its wholly-owned subsidiary, Yamana
Malartic Canada Inc., pursuant to Articles of Amalgamation and through which the securities of Yamana were not
affected. Yamana is continued under the CBCA by Articles of Continuance, dated February 7, 1995. On February 7,
2001, pursuant to Articles of Amendment, a maximum of 8,000,000 First Preference Shares, Series 1 were authorized,
none of which are outstanding.
Yamana is a Canadian-based precious metals producer with significant gold and silver production, development stage
properties, exploration properties, and land positions throughout the Americas, including Canada, Brazil, Chile and
Argentina. Yamana plans to continue to build on this base through expansion and optimization initiatives at existing
operating mines, development of new mines, the advancement of its exploration properties and, at times, by targeting
other consolidation opportunities with a primary focus in the Americas.
Yamana’s portfolio includes five operating gold mines and various advanced and near development stage projects and
exploration properties in Canada, Brazil, Chile, and Argentina. Yamana operates its mines and projects under common
corporate oversight. Within this structure Jacobina, El Peñón and Canadian Malartic are Yamana’s material producing
mines and among the largest contributors to operating cash flow. Set out below is a list of Yamana’s main properties
and mines:
Material Producing Mines
x

Jacobina Mining Complex (Brazil)

x

El Peñón Mine (Chile)

x

Canadian Malartic Mine (Canada) – 50% indirect interest

Other Producing Mines
x

Cerro Moro Mine (Argentina)

x

Minera Florida Mine (Chile)

Additional Projects
x

Agua Rica Project (Argentina)

x

Suyai Project (Argentina)

x

Monument Bay Project (Canada)

Yamana is a reporting issuer in all of the provinces and territories of Canada. Yamana’s head office is located at 200
Bay Street, Royal Bank Plaza, North Tower, Suite 2200, Toronto, Ontario M5J 2J3 and its registered office is located
at 2100 Scotia Plaza, 40 King Street West, Toronto, Ontario M5H 3C2.
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Recent Developments
On March 20, 2020, Yamana announced that, in response to developments regarding COVID-19, the Government of
Argentina had imposed a temporary mandatory self-isolation period and travel restriction until March 31, 2020. In
response to this declaration, Yamana temporarily demobilized operations at the Cerro Moro Mine during this period.
Underground operations were reduced and Cerro Moro began provisionally operating largely from its open pit
operations and stockpiled material. Yamana’s efforts at the Agua Rica Project were similarly gradually reduced on a
temporary basis. Efforts at Agua Rica are mostly corporate related, as Yamana advances towards the feasibility study
and permitting for the project and the effects of the mandatory self-isolation declaration were not meaningful to the
overall project schedule.
On March 24, 2020, Yamana announced that pursuant to the order by the Government of Québec in relation to
COVID-19 to temporarily restrict all non-essential business until April 13, 2020, it made the decision to ramp down
operations at the Canadian Malartic Mine. The Canadian Malartic Mine was placed on care and maintenance and
minimal work took place during the required period. The 50/50 partnership with Agnico Eagle Mines Ltd., in
connection with the acquisition of the Canadian Malartic Mine, demobilized employees and contractors in a safe and
orderly manner, leaving a small number of employees on site to maintain property and equipment and oversee all
environmental responsibilities and obligations at the Canadian Malartic Mine.
With reduced production coming from suspended or reduced operations, along with other present-day uncertainties
related to COVID-19, on March 24, 2020, Yamana announced the withdrawal of its 2020 guidance for production and
costs. Yamana announced revised guidance on April 30, 2020. In the period from the designation of mining as an
essential service in early April, through late April 2020, the remobilization of the full complement of workforce was
completed and on April 14, 2020 Yamana announced that the Canadian Malartic Mine would resume operations
starting on April 15, 2020. Between March 24 and April 15, 2020, the Canadian Malartic Mine developed a robust
plan of hygiene and preventative measures to ensure the health and safety of its employees, families, and communities.
In March 2020, as a precaution and given the current uncertainty around the global pandemic, Yamana drew down
US$200,000,000of its US$750,000,000 revolving credit facility. Such draw has since been repaid.
On April 6, 2020, the Argentine Government declared mining as an essential service, which allowed the Cerro Moro
Mine to resume full operations. Yamana began to resume operations in an orderly and gradual manner with attention
to health and safety requirements. Recommended standards and measures were established at national, provincial and
municipal levels. Yamana’s protocols relating to these standards and measures have been discussed with and revised
by applicable authorities and are considered to be in compliance. Yamana continues to consult with national and
international medical experts along with municipal, provincial and national governments, its workforce and other
stakeholders.
On April 15, 2020, Yamana announced it closed its previously announced sale of 12,000,000 common shares of
Equinox Gold Corp. (“Equinox”) and 6,000,000 warrants of Yamana to purchase common shares of Equinox to
qualified purchasers for gross proceeds to Yamana of $120,000,000. The shares and warrants were sold through Stifel
Nicolaus Canada Inc. and Cormark Securities Inc. Each warrant entitles the holder thereof to acquire one additional
common share of Equinox owned by Yamana at an exercise price of $13.50 for a term of 9 months expiring on January
15, 2021. In the event all warrants are exercised, an additional $81,000,000 will be paid to Yamana, for total gross
proceeds to Yamana of $201,000,000.
On April 28, 2020, Yamana announced that it entered into a definitive option agreement (the “Option Agreement”)
pursuant to which it granted a privately-held portfolio management and capital markets company based in Argentina,
owned by Messrs. Eduardo Elsztain and Saúl Zang, the right to acquire up to a maximum 40% interest in a joint
venture formed to hold the Suyai Project, an advanced stage gold project located in Chubut Province in southern
Argentina. Under the terms of the Option Agreement, an initial amount of US$2,000,000 will be paid to secure the
option and the Argentine group will assume responsibility for all environmental, social, and governance matters and,
in particular, the group will lead the permitting efforts aimed to advance the project through its different stages of
development.
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On May 27, 2020, Yamana announced it completed the previously announced sale to Nomad Royalty Company Ltd.
(formerly, Guerrero Ventures Inc.) of a portfolio of royalty interests and the contingent payment to be received upon
declaration of commercial production at the Deep Carbonates Project at the Gualcamayo gold mine for total
consideration of approximately US$65,000,000.
On October 13, 2020, Yamana announced that the Yamana Shares would be admitted to the standard listing segment
of the Official List on the LSE’s Main Market for listed securities and Yamana’s shares will trade under the ticker
AUY.
On November 2, 2020, Yamana announced the expansion of its footprint in the Abitibi Region with the friendly
acquisition of Monarch pursuant to the entering into of the Arrangement Agreement with Monarch.
Consolidated Capitalization
There have been no material changes in the share and loan capital of Yamana, on a consolidated basis, since September
30, 2020, the date of the Yamana Interim Financial Statements, which are incorporated by reference in this Circular.
Description of Share Capital
Yamana is authorized to issue an unlimited number of Yamana Shares at no par value and a maximum of eight million
First Preference Shares. The Yamana Shares are listed on the TSX under the symbol “YRI”, the NYSE under the
symbol “AUY” and the LSE under the symbol “AUY”. There were 952,621,476 Yamana Shares issued and
outstanding at the close of business on November 30, 2020. There are no First Preference Shares issued or outstanding.
Yamana Shares
Holders of Yamana Shares are entitled to receive notice of any meetings of shareholders of the company, to attend
and to cast one vote per Yamana Share at all such meetings. Holders of Yamana Shares do not have cumulative voting
rights with respect to the election of directors and, accordingly, holders of a majority of the Yamana Shares entitled
to vote in any election of directors may elect all directors standing for election. Holders of Yamana Shares are entitled
to receive on a pro-rata basis such dividends, if any, as and when declared by the company’s board of directors at its
discretion from funds legally available therefor and upon the liquidation, dissolution or winding up of the company
are entitled to receive on a pro-rata basis the net assets of the company after payment of debts and other liabilities, in
each case subject to the rights, privileges, restrictions and conditions attaching to any other series or class of shares
ranking senior in priority to or on a pro-rata basis with the holders of Yamana Shares with respect to dividends or
liquidation. The Yamana Shares do not carry any pre-emptive, subscription, redemption or conversion rights, nor do
they contain any sinking or purchase fund provisions.
Price Range and Trading Volume
TSX
The following table sets forth information relating to the monthly trading of the Yamana Shares on the TSX for the
12-month period prior to the date of this Circular.
Month
November 2019

High ($)
4.82

Low ($)
4.22

Volume
52,836,451

December 2019

5.24

4.56

48,435,928

January 2020

5.54

4.63

55,401,137

February 2020

6.56

4.78

80,633,202

March 2020

5.87

3.11

159,820,166

April 2020

6.97

3.89

122,869,211

May 2020

7.85

6.40

148,947,394

June 2020

7.53

6.36

85,613,288

July 2020

9.21

7.16

75,094,559

August 2020

9.29

7.58

64,136,652
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September 2020

8.45

7.05

63,846,841

October 2020

8.27

6.99

52,287,267

November 2020

7.88

6.40

65,755,228

The closing price of the Yamana Shares on the TSX on October 30, 2020, the last trading day prior to the
announcement of Yamana’s intention to acquire Monarch, was $7.41. The closing price of the Yamana Shares on the
TSX on November 30, 2020 was $6.78.
NYSE
The following table sets forth information relating to the monthly trading of the Yamana Shares on the NYSE for the
12-month period prior to the date of this Circular.
Month
November 2019

High (US$)
3.66

Low (US$)
3.19

Volume
73,626,214

December 2019

4.02

3.47

61,463,770

January 2020

4.20

3.55

76,165,076

February 2020

4.93

3.56

96,465,118

March 2020

4.38

2.24

133,524,850

April 2020

4.97

2.74

98,770,124

May 2020

5.65

4.56

79,553,064

June 2020

5.54

4.67

72,800,605

July 2020

6.88

5.24

79,454,355

August 2020

7.02

5.74

69,288,812

September 2020

6.42

5.26

68,078,427

October 2020

6.30

5.23

63,110,758

November 2020

6.03

4.89

60,740,526

The closing price of the Yamana Shares on the NYSE on October 30, 2020, the last trading day prior to the
announcement of Yamana’s intention to acquire Monarch, was US$5.56.
The closing price of the Yamana Shares on the NYSE on November 30, 2020 was US$5.22.
Prior Sales
For the 12-month period prior to the date of the Circular, Yamana issued or granted Yamana Shares and securities
convertible into Yamana Shares as listed in the table below. Other than the issuances listed in the table below, Yamana
has not issued any Yamana Shares or securities convertible into Yamana Shares within the 12 months preceding the
date of the Circular.

Date of Issuance

Price per Yamana
Share or Exercise
Price per Yamana
Option

Number and Type of Security

Reason for Issuance

January 1, 2020
January 12, 2020

$3.96
$5.30

47,944
55,748

Yamana Shares
Yamana Shares

Vesting of restricted share units
Vesting of restricted share units

January 14, 2020

$4.68

634,687

Restricted share units

Grant of restricted share units

January 14, 2020

$4.80

6,343

Restricted share units

January 14, 2020

US$3.75

12,311

Yamana Shares

February 4, 2020

$5.68

55,368

Yamana Shares
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Dividend reinvestment on
restricted share units
Dividend reinvestment on
Yamana Shares
Exercise of stock options

Date of Issuance

Price per Yamana
Share or Exercise
Price per Yamana
Option

February 12, 2020

$5.20

567,056

Restricted share units

Grant of restricted share units

February 13, 2020
February 14, 2020
February 18, 2020
February 19, 2020
February 21, 2020
March 17, 2020

$3.45
$4.15
$4.47
$5.68
$3.95
$4.17

331,205
290,918
212,978
26,372
109,222
51,876

Yamana Shares
Yamana Shares
Yamana Shares
Yamana Shares
Yamana Shares
Yamana Shares

April 14, 2020

$5.92

7,664

Restricted share units

April 14, 2020

US$3.55

17,948

Yamana Shares

Vesting of restricted share units
Vesting of restricted share units
Vesting of restricted share units
Exercise of stock options
Vesting of restricted share units
Vesting of restricted share units
Dividends on restricted share
units
Dividend reinvestment on
Yamana Shares

July 4, 2020

$10.00

1,000,000

Flow-through shares

July 14, 2020

$7.53

7,057

Restricted share units

July 14, 2020

US$5.54

16,481

Yamana Shares

August 11, 2020

$5.68

85,024

Yamana Shares

October 14, 2020

$8.12

7,150

Restricted share units

October 14, 2020

US$5.90

22,764

Yamana Shares

Number and Type of Security

Reason for Issuance

Issuance of flow-through shares
Dividends on restricted share
units
Dividend reinvestment on
Yamana Shares
Exercise of stock options
Dividends on restricted share
units
Dividend reinvestment on
Yamana Shares

Risk Factors
An investment in Yamana Shares and the completion of the Arrangement are subject to certain risks. In assessing the
Arrangement, Monarch Securityholders should carefully consider the risks described under “The Arrangement – Risks
Associated with the Arrangement” and the risks described under the heading “Risk Factors” in the Yamana AIF and
the risk factors described in the Yamana Annual MD&A which are incorporated by reference in this Circular.
Additional Information
Information concerning Yamana has been incorporated by reference in this Circular from documents filed with the
securities commissions or similar authorities in each of the provinces and territories of Canada and filed with, or
furnished to, the SEC. Copies of the documents incorporated herein by reference may be obtained on request without
charge from the Senior Vice President, General Counsel and Corporate Secretary of Yamana at 200 Bay Street, Royal
Bank Plaza, North Tower, Suite 2200, Toronto, Ontario M5J 2J3, telephone (416) 815-0220, and are also available
electronically under Yamana’s SEDAR profile at www.sedar.com or in the United States through EDGAR at the
website of the SEC at www.sec.gov. The filings of Yamana through SEDAR and EDGAR are not incorporated by
reference in this Circular except as specifically set out herein.
The following documents, filed by Yamana with the securities commissions or similar authorities in each of the
provinces and territories of Canada, are specifically incorporated by reference into, and form an integral part of, this
Circular:
(a) The annual information form (the “Yamana AIF”) of Yamana for the year ended December 31, 2019, dated
March 30, 2020;
(b) the audited consolidated financial statements of Yamana as at and for the years ended December 31, 2019
and 2018, together with the auditors’ report thereon and the notes thereto;
(c) management’s discussion and analysis of Yamana for the year ended December 31, 2019 (the “Yamana
Annual MD&A”);
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(d) the unaudited condensed consolidated interim financial statements for the three and nine months ended
September 30, 2020 (the “Yamana Interim Financial Statements”);
(e) management’s discussion and analysis of Yamana for the three and nine months ended September 30, 2020;
and
(f) the management information circular of Yamana dated March 24, 2020, prepared in connection with the
annual meeting of shareholders of Yamana held on April 30, 2020.
Any document of the type referred to in section 11.1 of Form 44-101F1 of National Instrument 44-101 –Short Form
Prospectus Distributions (excluding confidential material reports), filed by Yamana with the securities commissions
or similar regulatory authorities in the applicable provinces and territories of Canada after the date of this Circular
shall be deemed to be incorporated by reference in the Circular. In addition, any document filed by Yamana with, or
furnished by Yamana to, the SEC pursuant to the U.S. Exchange Act, subsequent to the date of this Circular shall be
deemed to be incorporated by reference into the Circular.
Any statement contained in this Circular or in any other document incorporated or deemed to be incorporated
by reference in this Circular shall be deemed to be modified or superseded to the extent that a statement
contained herein or in any other subsequently filed document which is deemed to be incorporated by reference
in this Circular modifies or supersedes such statement. The modifying or superseding statement need not state
that it has modified or superseded a prior statement or include any other information set forth in the document
which it modifies or supersedes. The making of a modifying or superseding statement shall not be deemed an
admission for any purposes that the modified or superseded statement, when made, constituted a
misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is required
to be stated or that is necessary to make a statement not misleading in light of the circumstances in which it
was made. Any statement so modified or superseded shall not constitute a part of this Circular except as so
modified or superseded.
Interest of Experts
Monarch Securityholders should refer to the section entitled “Interest of Experts” in the Yamana AIF which is
incorporated herein by reference for further information regarding the technical reports from which certain scientific
and technical information relating to Yamana’s material mineral projects contained in the Yamana AIF has been
derived, and in some instances extracted, as well as the qualified persons involved in preparing such reports and details
of certain technical information relating to Yamana’s material mineral projects contained in the Yamana AIF.

I-6

APPENDIX J
INFORMATION CONCERNING YAMANA FOLLOWING THE ARRANGEMENT
The following section of this Circular contains forward-look information. Readers are cautioned that actual
results may vary. See “General – Forward-Looking Information” in this Circular.
General
On completion of the Arrangement, Yamana will own all of the outstanding Monarch Shares and, pursuant to the
Arrangement and Monarch will be a wholly-owned subsidiary of Yamana. Following completion of the Arrangement,
Monarch Shareholders are expected to own approximately 1.3% of the outstanding Yamana Shares.
After completion of the Arrangement, the business and operations of Monarch will be managed and operated as a
subsidiary of Yamana. Yamana expects that the principal executive office of Monarch will be located at Yamana’s
current head office, being 200 Bay Street, Royal Bank Plaza, North Tower, Suite 2200, Toronto, Ontario M5J 2J3.
Except as otherwise described in this Appendix, the business of Yamana following completion of the Arrangement
and information relating to Yamana following completion of the Arrangement will be that of Yamana generally and
as disclosed elsewhere in this Circular.
Directors and Executive Officers of Yamana
The Arrangement will not result in changes to the directors and officers of Yamana. Following completion of the
Arrangement, the directors and officers of Yamana are expected to remain the current directors and officers of
Yamana.
Description of Share Capital
The authorized share capital of Yamana following completion of the Arrangement will continue to be as described
above under Appendix I of this Circular “Information Concerning Yamana” and the rights and restrictions of the
Yamana Shares will remain unchanged. The issued share capital of Yamana will change as a result of the
consummation of the Arrangement, to reflect the issuance of the Yamana Shares contemplated in the Arrangement.
See Appendix I of this Circular – “Information Concerning Yamana –– Consolidated Capitalization”.
Auditors, Transfer Agent and Registrar
The auditors of Yamana following completion of the Arrangement will continue to be Deloitte LLP and the transfer
agent and registrar for the Yamana Shares in Canada will continue to be AST at its principal offices in Vancouver,
British Columbia and Toronto, Ontario.
Risk Factors
The business and operations of Yamana following completion of the Arrangement will continue to be subject to the
risks currently faced by Yamana and Monarch, as well as certain risks unique to Yamana following completion of the
Arrangement, including those set out under the heading “Risk Factors”. Readers should also carefully consider the
risk factors related to Yamana described in the Yamana AIF and the Yamana Annual MD&A and the risk factors
related to Monarch described in the Monarch AIF and Monarch Annual MD&A, each of which is incorporated by
reference in this Circular.
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APPENDIX K
Section 190 of the CBCA
190 (1) Right to dissent – Subject to sections 191 and 241, a holder of shares of any class of a corporation may dissent
if the corporation is subject to an order under paragraph 192(4)(d) that affects the holder or if the corporation resolves
to:
(a) amend its articles under section 173 or 174 to add, change or remove any provisions restricting or constraining
the issue, transfer or ownership of shares of that class;
(b) amend its articles under section 173 to add, change or remove any restriction on the business or businesses
that the corporation may carry on;
(c) amalgamate otherwise than under section 184;
(d) be continued under section 188;
(e) sell, lease or exchange all or substantially all its property under subsection 189(3); or
(f) carry out a going-private transaction or a squeeze-out transaction.
(2) Further Right – A holder of shares of any class or series of shares entitled to vote under section 176 may dissent
if the corporation resolves to amend its articles in a manner described in that section.
(2.1) If one class of shares – The right to dissent described in subsection (2) applies even if there is only one class of
shares.
(3) Payment for Shares – In addition to any other right the shareholder may have, but subject to subsection (26), a
shareholder who complies with this section is entitled, when the action approved by the resolution from which the
shareholder dissents or an order made under subsection 192(4) becomes effective, to be paid by the corporation the
fair value of the shares in respect of which the shareholder dissents, determined as of the close of business on the day
before the resolution was adopted or the order was made.
(4) No partial dissent – A dissenting shareholder may only claim under this section with respect to all the shares of
a class held on behalf of any one beneficial owner and registered in the name of the dissenting shareholder.
(5) Objection – A dissenting shareholder will send to the corporation, at or before any meeting of shareholders at
which a resolution referred to in subsection (1) or (2) is to be voted on, a written objection to the resolution, unless
the corporation did not give notice to the shareholder of the purpose of the meeting and of their right to dissent.
(6) Notice of resolution – The corporation will, within ten days after the shareholders adopt the resolution, send to
each shareholder who has filed the objection referred to in subsection (5) notice that the resolution has been adopted,
but such notice is not required to be sent to any shareholder who voted for the resolution or who has withdrawn their
objection.
(7) Demand for Payment – A dissenting shareholder will, within twenty days after receiving a notice under
subsection (6) or, if the shareholder does not receive such notice, within twenty days after learning that the resolution
has been adopted, send to the corporation a written notice containing
(a) the shareholder’s name and address;
(b) the number and class of shares in respect of which the shareholder dissents; and
(c) a demand for payment of the fair value of such shares.
(8) Share Certificate – A dissenting shareholder will, within thirty days after sending a notice under subsection (7),
send the certificates representing the shares in respect of which the shareholder dissents to the corporation or its
transfer agent.

K-1

(9) Forfeiture – A dissenting shareholder who fails to comply with subsection (8) has no right to make a claim under
this section.
(10) Endorsing certificate – A corporation or its transfer agent will endorse on any share certificate received under
subsection (8) a notice that the holder is a dissenting shareholder under this section and will forthwith return the share
certificates to the dissenting shareholder.
(11) Suspension of rights – On sending a notice under subsection (7), a dissenting shareholder ceases to have any
rights as a shareholder other than to be paid the fair value of their shares as determined under this section except where
(a) the shareholder withdraws that notice before the corporation makes an offer under subsection (12),
(b) the corporation fails to make an offer in accordance with subsection (12) and the shareholder withdraws the
notice, or
(c) the directors revoke a resolution to amend the articles under subsection 173(2) or 174(5), terminate an
amalgamation agreement under subsection 183(6) or an application for continuance under subsection 188(6), or
abandon a sale, lease or exchange under subsection 189(9),
(12) Offer to pay – A corporation will, not later than seven days after the later of the day on which the action approved
by the resolution is effective or the day the corporation received the notice referred to in subsection (7), send to each
dissenting shareholder who has sent such notice
(a) a written offer to pay for their shares in an amount considered by the directors of the corporation to be the
fair value, accompanied by a statement showing how the fair value was determined; or
(b) if subsection (26) applies, a notification that it is unable lawfully to pay dissenting shareholders for their
shares.
(13) Same terms – Every offer made under subsection (12) for shares of the same class or series will be on the same
terms.
(14) Payment – Subject to subsection (26), a corporation will pay for the shares of a dissenting shareholder within
ten days after an offer made under subsection (12) has been accepted, but any such offer lapses if the corporation does
not receive an acceptance thereof within thirty days after the offer has been made.
(15) Corporation may apply to court – Where a corporation fails to make an offer under subsection (12), or if a
dissenting shareholder fails to accept an offer, the corporation may, within fifty days after the action approved by the
resolution is effective or within such further period as a court may allow, apply to a court to fix a fair value for the
shares of any dissenting shareholder.
(16) Shareholder application to court – If a corporation fails to apply to a court under subsection (15), a dissenting
shareholder may apply to a court for the same purpose within a further period of twenty days or within such further
period as a court may allow.
(17) Venue – An application under subsection (15) or (16) will be made to a court having jurisdiction in the place
where the corporation has its registered office or in the province where the dissenting shareholder resides if the
corporation carries on business in that province.
(18) No security for costs – A dissenting shareholder is not required to give security for costs in an application made
under subsection (15) or (16).
(19) Parties – On an application to a court under subsection (15) or (16),
(a) all dissenting shareholders whose shares have not been purchased by the corporation will be joined as parties
and are bound by the decision of the court; and
(b) the corporation will notify each affected dissenting shareholder of the date, place and consequences of the
application and of their right to appear and be heard in person or by counsel.
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(20) Powers of court – On an application to a court under subsection (15) or (16), the court may determine whether
any other person is a dissenting shareholder who should be joined as a party, and the court will then fix a fair value
for the shares of all dissenting shareholders.
(21) Appraisers – A court may in its discretion appoint one or more appraisers to assist the court to fix a fair value
for the shares of the dissenting shareholders.
(22) Final Order – The final order of a court will be rendered against the corporation in favour of each dissenting
shareholder and for the amount of the shares as fixed by the court.
(23) Interest – A court may in its discretion allow a reasonable rate of interest on the amount payable to each
dissenting shareholder from the date the action approved by the resolution is effective until the date of payment.
(24) Notice that subsection (26) applies – If subsection (26) applies, the corporation will, within ten days after the
pronouncement of an order under subsection (22), notify each dissenting shareholder that it is unable lawfully to pay
dissenting shareholders for their shares.
(25) Effect where subsection (26) applies – If subsection (26) applies, a dissenting shareholder, by written notice
delivered to the corporation within thirty days after receiving a notice under subsection (24), may
(a) withdraw their notice of dissent, in which case the corporation is deemed to consent to the withdrawal and
the shareholder is reinstated to their full rights as a shareholder; or
(b) retain a status as a claimant against the corporation, to be paid as soon as the corporation is lawfully able to
do so or, in a liquidation, to be ranked subordinate to the rights of creditors of the corporation but in priority to
its shareholders.
(26) Limitation – A corporation will not make a payment to a dissenting shareholder under this section if there are
reasonable grounds for believing that
(a) the corporation is or would after the payment be unable to pay its liabilities as they become due; or
(b) the realizable value of the corporation’s assets would thereby be less than the aggregate of its liabilities.
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QUESTIONS AND FURTHER ASSISTANCE
If you have any questions about the information contained in this Circular or require assistance with completing
your form of proxy or voting instruction form, please contact Monarch Gold Corporation’s proxy solicitation agent:

North American Toll Free
1.877.452.7184
Outside North America
1.416.304.0211
E-mail
assistance@laurelhill.com

