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An Emerging Low Cost Gold Producer in West Africa
Komet Resources Inc. (TSXV: KMT) (“Komet” or the “Company”) is a Canadian gold
exploration and development company. The Company owns an operating asset, the
Guiro-Diouga (“Guiro”) mine, located in Burkina Faso, West Africa and holds an
exploration permit in the Moussala gold property, located in Republic of Mali, West
Africa. The Guiro mine has been explored extensively and is in its beginning stages of
mining and commercialization. Komet has already commenced production and the
sale of gold that was produced during its pilot production and plans on ramping up to
30 kilograms by the end of 2016. On April 12, 2012, the Company entered into a joint
venture agreement with Virginia Mines Inc. and began its journey into the exploration
and mining space. Komet subsequently acquired Stremco SA, a private company
developing gold mining projects in Burkina Faso. Further in July 2016, the Company
acquired an exploration permit in Moussala mine, Mali thereby expanding their
portfolio of exploration projects in the West African region. Between April and July
2016, the Komet has successfully raised $6.1 million putting it on track to ramp up
production, explore and acquire additional assets. The Company’s current model is to
discover by producing.

Investment Rationale
Source: Yahoo! Finance

Recent News
22-July-16: Signed an agreement with Questrade,
Inc., market making services
18-July-16: Closed a non-brokered private
placement of 13.13 million common shares for
gross proceeds of $4.73 million
21-June-16: Announced the acquisition of
Moussala Gold exploration permit located in
Kenieba mining camp, Mali
14-Jun-16: Closed second tranche of private
placement of 2.4 million common shares for gross
proceeds of $0.8 million
19-May-16: Published an update highlighting that
the Company is on track to reach its mining target
of 100 tons of mineralized material per day at its
Guiro mine in the second quarter of 2016
19-May-16: Released positive results of sampling
campaign conducted at the Guiro-Diouga mine
15-Apr-16: Closed first tranche of private placement
of 1.8 million common shares for gross proceeds of
$0.6 million
29-Mar-16: Published results of resource estimates
study on Guiro gold vein, with the highlight of the
study being the presence of 0.44 million tons of
mineralized material at an average grade of 6.2
grams per ton
08-June-15 Published results of its drilling
campaign conducted on the site, estimating high
grade gold recovery of 42.2 grams per ton over 0.59
meters
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52 Week High: $0.50
52 Week Low: $0.29
Note: All $ symbol represents Canadian dollars
(CAD$) unless otherwise specified.
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Upcoming mine production should enhance shareholder value
Komet’s Guiro mine is in its initial stages of mining and production. The Company has
already begun sales of gold that was produced during the pilot production. During the
three months ended March 31, 2016, the Company reported revenues from gold sales
of $0.3 million. Sales have also increased from the previous quarters and it is
expected to increase further as the Company meets the mining target of 100 tons of
mineralized material per day. The production rate of gold in the plant is expected to
increase from 4 kilos per month to 10 kilos per month by the end of the summer in
2016 to 30 kilos per month by the end of 2016. Further, the Company has generated
positive cash flow from its pilot production conducted in the Guiro mine. Transition
from exploration operations to successful mining operation should help the Company
increase revenues, generate profits and subsequently enhance shareholder value.
Highly prospective veins in the mine area should increase production
Extensive exploration activities at the Guiro mine have shown the presence of
significant gold reserves at good mineralization levels. The Company reported a 30%
gain in actual resource subsequent to the 2015 drilling campaign. The highlight of the
exploration activity was the discovery of a 0.43 million ton inferred resource containing
grades of 8.6 grams per ton of gold. In addition, the Company has identified the
presence of veins at the surface that enables potential development and operation of a
low cost open pit mine. Future strategy involves ramp up of exploration activity in order
to convert the large inferred resources to measured and indicated resources. The
property is also host to five new gold veins that still remain unexplored. High resource
base coupled with a low cost production system offers favorable future prospects.
Strategic focus on core asset should drive exploration and development
Komet has shifted its strategic focus from Quebec to Burkina Faso. Prior to operating
the Guiro mine in Burkina Faso, the Company was exploring FCI property in Quebec.
The exploration activity including a drilling campaign conducted by the Company did
not return economic gold values. Komet recognized the low potential of the FCI
property and swiftly ceased all its FCI exploration operations in the second quarter of
2015. This exit freed up valuable cash resources, which have been deployed into the
core asset in Burkina Faso. This strategic decision by the management has proved to
be successful as the Guiro mine has displayed the potential to be commercially
economical. Management’s clear focus and visibility of targets should enable Komet to
become profitable.
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Experienced management team should continue to deliver performance
We believe that the management team, led by Mr. Andre Gagne, is highly experienced to lead the Company to successful
exploration. The management team has 100+ years of combined experience in the exploration and mining industry that includes
experienced professionals from Canada. The team has an established track record of identifying, funding and mining
development projects. The team also has experience working in various verticals of the international exploration and mining
projects in Canada. Their expertise adds considerable value to Komet’s Burkina Faso operations.
Government regulations and World Bank support
Burkina Faso has become one of the most attractive mining destinations in the world with vast unexplored regions rich in
mineralization. Mining companies operating in West Africa have shifted their focus towards Burkina Faso due to its tremendous
geological potential, favorable government regulation and support from the international community. The government of Burkina
Faso has been supportive of foreign companies establishing mining operations. Favorable regulations include effective tax
breaks, like the exemption from Value Added Tax (VAT) on various mining equipment. Further, the government has set up a
legal and regulatory framework that ensures that investors are treated fairly with streamlined dispute settlement sections. World
Bank has also extended support to the mining industry of Burkina Faso by tracking annual technical inspections, assessing the
inspection by geological officers, training people in the implementation of environmental legislation and among other areas.
Such positive policy initiatives by various authorities and favorable government regulations are leading to an increase in foreign
direct investment, mainly from the US and Canada, thereby enabling companies like Komet to continue their exploration activity.

Company Overview
Komet Resources holds an exploration license and industrial operating license for the mineral rich regions of Burkina Faso,
West Africa. The Company is currently operating a small-scale gold mining operation at the Guiro Diouga (“Guiro”) mine located
in Burkina Faso. The Company’s strategy involves utilizing the cash flow generated from the small-scale operation to fund future
explorations of the Guiro project. The small-scale operation currently produces 4 kilos of gold per month with sales averaging
$0.3 million per quarter. The Company plans to ramp up production to 10 kilos per month by the end of summer of 2016 and 30
kilos per month by the end of 2016. In addition, the Company plans to develop an open pit mine in the Guiro mine area that
could enable it to become a low cost gold explorer and producer.

Guiro Diouga Project, Burkina Faso
The Guiro Diouga project is the flagship project of the Company. Komet Resources acquired the Guiro mine in 2014 from
Stremco SA. The Company has undertaken exploration activities beginning in October 31, 2014 after entering into an
agreement with Stremco. On May 12, 2015, the Company received an industrial operating license enabling it to start developing
the explored areas of the project. Exhibit 1 displays the location of Guiro project and other neighboring mines in Burkina Faso.
Exhibit 1: Burkina Faso, West Africa - Home of gold mines

Source: Company Press Release
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Location and Geology
The project is located in the province of Nanmenteng in North-east Burkina Faso and is approximately 230 kilometers from the
capital, Ouagadougou. The project lies in the Bouroum-Yalago belt along the Maryoke fault zone, which is host to significant
mines and gold deposits. As seen in Exhibit 2, Komet currently owns an exploration and operating license for sixty-five square
kilometers of Guiro land. Further, in 2016, Komet applied for an expansion of its license to 495 square kilometers of the Guiro
land. The mine is located near a railroad line with the nearest station located approximately seven kilometers at Yalgho. The
mine is also connected by roadways and has access to plenty of neighboring water resources.
Exhibit 2: Guiro mine covers sixty-five square kilometers and is well connected

Source: NI 43-101 A1 Report; Note- blue line depicts the existing railroad line

Exploration at the Guiro mine (due to its rich diversity of minerals, primarily gold) has been undertaken since the 1960s by
various agencies such as the Bureau of Geological and Mining Research (BRGM, France), United Nations Development
Programme (UNDP). As mentioned earlier, Stremco operated the mine from 2011 to 2013 and it produced approximately 427
kilograms of gold until Stremco ceased operations in 2013.
Exhibit 3 displays the topography of the project region. The brown color represents mining areas extending to about 291
kilometers while the green color represents forestation. The white region depicts the accumulated content of the VAT leaching
process that has been rejected. Further, the white line represents wells and tunnels near the opening of the mine.
Exhibit 3: Topography of Guiro mine

Source: NI 43-101 A1 Report

The geology of the Guiro project is primarily flat with existence of a few hills and plateaus. Exhibit 4 represents the vein outcrops
of the Guiro mine, which extends to approximately one kilometer. The vein is present in an area of granodiorite deposits, which
are primarily plutonic rock rich in gold mineralization. Further, the deposit is host of white and grey quartz, which extends
through the outcrop. The gold mineralization is present in the form of plated accumulation and is encompassed in quartz
crystals. Additionally, the white quartz has presence of visible gold content, which are yet to be explored.
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Exhibit 4: Cross section of the mine shows the gold vein extending up to one kilometer

Source: NI 43-101 A1 Report

Project Feasibility
Komet has not undertaken any feasibility study but has estimated that the break-even point for all operations at the Guiro mine
will be reached if the production rate ranges between 3.5-4 kilograms of gold per month at current market prices. The Company
is currently producing gold at a rate of 4 kilograms per month and is expecting to ramp up the rate of production to 10 kilograms
per month by the end of summer of 2016 and 30 kilograms per month by the end of 2016. Through March and April 2016, the
Company produced a total of seven kilograms of gold. Komet’s pilot production took less than 6-months to generate a positive
cash flow. Exhibit 5 displays the last three quarters gold sales. The Company reported a 123% increase in gold sales during the
quarter ended March 31, 2016 as compared to the quarter ended September 31, 2015. The Company expects the sales to
increase further due to production enhancement and higher supply of feedstock. The Company plans to mine 150 tons of
mineralized material per day with an average mineralization of gold estimated at eight grams per ton. At 95% recovery rate, 0.4
tons of gold is estimated to be produced in a year. At these production levels, the Company estimates to earn a profit of $11.5
million per year.
Exhibit 5: Successful sales of gold over the last three quarters show good growth potential

Process

Sales (CAD)

Q3 2015 (VAT leaching only)

$171,239

Q4 2015 (VAT leaching and gravimetry)

$366,857

Q1 2016 (VAT leaching and gravimetry)

$383,164

Source: Company Press Release

Pilot Production Results – VAT Leaching
Komet undertook a VAT leaching pilot test and released its results on May 25, 2015. The test revealed promising results and
good gold recovery. The total gold processed stood at 1.9 kilograms and generated revenues totaling $0.075 million. Exhibit 6
presents the value of gold generated per VAT leaching process. A single VAT leaching process generated led to the recovery of
45.05 grams of gold, which yielded a value of $2,149.9 at assumed gold prices of $47.8/gm (currently, gold is trading at
$51.62/gm). Further, the cash cost incurred to process this gold stood at $483.2. Further, Exhibit 7 displays the various cost
components per VAT Leaching process. The pilot test incorporated an upgraded leaching process utilizing percolation (down
flow) system to optimize the conventional technique. The analysis of the test was carried out in the laboratory of SGS,
Ouagadougou using atomic absorption spectrometry.
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Exhibit 6: Significant value creation through the VAT leaching process

Details

Values

Tons of mineralized material per VAT Leaching process

39

Waste processed grade (grams per tons)

1.75

Gold per VAT Leaching process (grams)

68.25

Recovery grade

66%

Recovered gold per VAT Leaching process (grams)

45.045

Gold price (CAD$/grams)

47.8

1 VAT value (CAD$)

$2,149.9
Source: NI 43-101 A1 Report

Exhibit 7: VAT leaching pilot study shows low cost of production

Cash Cost per VAT Leaching process
Quantity

Unit
price
(CAD$)

15.6

9.5

148.7

Caustic Soda (kilograms)

9.4

1.0

9.6

Carbon (kilograms)

3.6

3.1

11.3

Mineralized material (tons)

2.0

15.7

31.4

Carbon (kilograms)

0.8

31.4

23.5

322 excavators

0.5

24.5

12.2

Loader

0.5

17.7

8.8

322 emptying

1.0

24.5

24.5

Dump truck (per day)

1.0

5.4

5.4

Security

3.5

1.2

4.1

Excavator operator

3.0

1.2

3.5

Loader operator

1.0

1.2

1.2

Truck operator

2.0

1.2

2.4

Laborer loading

14.0

1.2

16.5

Laborer emptying

14.0

1.2

16.5

Water (per liters)
Electricity (per Kilowatt
hour)

46.4

0.1

2.9

960.0

0.2

160.7

Details

Total
(CAD$)

Chemical reactive
Cyanide (kilograms)

Assay

Diesel

Labor (hour)

Total cash cost per VAT Leaching process

CAD$ 483.2

Source: NI 43-101 A1 Report
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Exhibit 8 below displays gold successfully produced from the VAT Leaching pilot production test.
Exhibit 8: Gold successfully produced from VAT leaching pilot test

Source: Company’s Website

Resource Estimate
A resource estimate study was conducted in accordance with NI 43-101 and CIM standards. The inferred resources were
estimated at 0.43 million tons of gold at an average grade of 8.6 grams per ton of gold.
The study has been carried out based on an analytical database generated by the Company, which employed data generated
from the sampling and drilling operations. The database also included the historical exploration information collected by Stremco
between 2011 and 2013. Exhibit 9 presents the summary of gold resource estimate at the Guiro mine.
Exhibit 9: Significant resource estimates warrant further exploration

Resource
Category

Tonnage

Gold (kg)

Gold (g/t)

Gold (koz)

Width (m)

Length (m)

Depth (m)

Inferred

430,000

3,687

8.6

118.5

2.4

Level 1

115,000

859

7.5

27.6

2.6

800

0 to 30

Level 2

77,000

705

9.2

22.7

2.7

800

30 to 62

Level 3

23,000

181

8.0

5.8

2.7

800

62 to 91

Level 4

63,000

596

9.5

19.2

2.4

800

91 to 126

Level 5

30,000

288

9.5

9.3

2.4

800

126 to 156

Under Level 5

123,000

1,059

8.6

34.0

2.4

800

156 to 232

Source: NI 43-101 A1 Report

Current Status and Future Strategy
Komet reconstructed the Guiro mine in 2015. Recently, the Company invested in new drilling equipment to enhance its mining
operations and is on the track to deliver 100 tons of mineralized material per day to the gravimetric plant. The reconstruction of
gravimetric mill and VAT leaching system enhanced the Company’s production capabilities. Further, the Company has
employed numerous process enhancing techniques such as gravimetric recovery circuit, intense leaching reactor, etc. with the
aim of increasing the efficiency of mineral extraction from the mineralized material. The Company has also increased its
workforce to ensure uninterrupted supply of feedstock to enable the plant to operate at full capacity. Exhibit 10 displays the
development of the Guiro mine. The Company has already developed to level 4 and all mineralized material is currently mined
from this level. The exhibit further shows the development of level 5 in 2016 and the mineral veins at level 3 and 4 contain
average gold mineralization grades at about 8 grams per ton. As mentioned, Komet expects to ramp up production in 2016 as
follows:


Step 1: Produce about 4 kilos per month (break even at 5 kilos) – Completed



Step 2: Produce 10 kilos per month – End of Summer 2016



Step 3: Produce 30 kilos per month – End of CY2016
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Exhibit 10: Good mineralization at level 3 and 4 justify further exploration of level 5

Source: Company Presentation

Komet’s future strategy involves exploring the newly discovered veins, which are highlighted in red in Exhibit 11. 90% of the
property is unexplored and Exhibit 11 shows the historical reserves of the unexplored regions. Komet may enjoy significant
growth opportunities through the expansion of the exploration and production into the newly identified unexplored sites.
Exhibit 11: New Veins on Guiro property offer good future prospects

Site

Average
Historical
Gold
reserves
(grams per
(in tons)
ton)

Diouga A15

29,100

6.5

Gangaol F1

8,700

4.2

Gangaol F2

37,000

2.5

Bayildiaga

1,700

2.7

Bayildiaga

22,000

6.1

Source: Company’s Website

Exploration Activities
Komet has undertaken extensive sampling and drilling activity in the project. Exploration activity confirmed the presence of good
grades of gold and extensive mineralization in the Guiro property and neighboring areas. Exhibit 12 presents the results of
preliminary sampling program carried out on the Guiro property. The sampling results revealed significant potential of the Guiro
license area. The sampling study was done on waste heaps and stockpiles collected near the project area to gain insights into
the potential gold deposits. The sampling study showed significant gold values with averages between 69.5 grams per ton and
5.35 grams per ton of gold in various sub-samples collected from the former mill and stockpiles of the current mine area.
Further, the study was extended to include samples from nearby regions such as Diouga and Bayildaiga, which showed
averages of 9.2 grams per ton and 19.2 grams per ton of gold respectively. These successful preliminary results propelled the
Company to undertake further exploration programs.
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Exhibit 12: Results of property and mine sampling show good grades of gold
Sample_ID

Description of Sample type

Weight (kg)

Results g/t Au

Average g/t Au

GR0001

REJECT – KNELSON (over flow )

3.5

5.911

GR0002

REJECT – KNELSON (over flow )

3.2

3.635

GR0003

REJECT – KNELSON (over flow )

3

4.065

GR0004

REJECT – KNELSON (over flow )

3.7

1.884

GR0005

REJECT – KNELSON (over flow )

3.8

1.943

GR0006

REJECT – KNELSON (over flow )

3.1

1.861

GR0007

REJECT - VAT

3.6

1.813

GR0008

REJECT - VAT

2.8

1.933

GR0009

REJECT - VAT

4

1.499

GR0010

MINE WASTE (Granodiorite)

4.2

0.036

GR0011

MINE WASTE (Granodiorite)

2.8

0.029

GR0012

MINE WASTE (Granodiorite)

3.6

0.557

0.21

GR0013

ARTISANAL GOLD DIGGING DIOUGA

0.8

17.597

17.6

GR0014

MALORIE QUARRY

3.2

0.939

GR0015

MALORIE QUARRY

3.4

0.948

GR0016

MALORIE QUARRY

3.1

0.744

GR0017

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

3.6

1.557

GR0018

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

4.4

42.189

GR0019

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

2.8

23.88

GR0020

ARTISANAL GOLD DIGGINGS BAYILDIAGA 2

3.3

28.186

GR0021

ARTISANAL GOLD DIGGINGS BAYILDIAGA 3

3.1

0.007

GR0022

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2.5

55.097

GR0023

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.5

43.029

GR0024

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2.7

110.306

GR0025

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2

2.886

GR0026

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.3

1.68

GR0027

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.7

11.469

GR0028

ARTISANAL GOLD DIGGINGS DIOUGA

2.3

5.048

GR0029

ARTISANAL GOLD DIGGINGS DIOUGA

2.2

4.898

4.537

1.75

0.88

22.54

14.1

69.48

5.35

4.97

Source: NI 43-101 A1 Report

The Company also conducted a regional sampling campaign to determine the potential of gold availability in neighboring areas.
Historical samples were also collected from the outcrops of the mine and from artisanal mines operated by the locals. The
results showed good potential with easily accessible surface gold deposits. Exhibit 13 displays the summarized results of the
regional resource prospects.
Exhibit 13: Regional sampling of neighboring areas also show promising gold mineralization

Site

Surface
Area
(meters)

Sample type

Total
no.
Samples

Assay
range
(grams per
ton of gold)

10.0

0.01-7.89

2.0

6.0

0.20-0.52

0.3

Average
(grams per
ton of gold)

BAYILDIAGA 1

260x70

Rejects from artisanal sampling

BAYILDIAGA 2

120x20

Vein outcrop

BAYILDIAGA 3

440x180

Rejects from artisanal sampling

51.0

0.01-83.1

4.5

BAYILDIAGA 4

180x30

Rejects from artisanal sampling

10.0

1.09-6.14

2.1

BAYILDIAGA 5

90x90

Rejects from artisanal sampling

5.0

0.01-5.89

1.8

BAYILDIAGA 6

90x50

Rejects from artisanal sampling

4.0

0.03-0.29

0.1

BAYILDIAGA 7

100x50

Rejects from artisanal sampling

5.0

0.09-15.2

4.4

BAYILDIAGA 8

420x160

Rejects from artisanal sampling

14.0

0.01-6.13

2.4

BAYILDIAGA 9

980x760

Rejects from artisanal sampling

89.0

0.01-83.1

3.5
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GANGAOL

540x290

Vein outcrop and fragments

129.0

0.01-16.5

1.2

DIOUGA

280x20

Vein outcrop and fragments

14.0

0.01-3.60

1.0

MALORIE
GUIRO
GENERAL

680x160
Recon
samples

Vein outcrop and fragments

13.0

0.01-5.13

0.6

Vein outcrop and fragments

75.0

0.01-1.77

0.1

Source: Company Press Releases

In addition, Komet undertook and completed several drilling campaigns. The first drilling campaign in Guiro mine commenced on
August 5, 2015. The campaign involved drilling 35 diamond drill holes totaling 4,434 meters. The drilling results showed that the
Guiro vein is supported over 700 meters of strike length and 150 meters of vertical depth. The results of the drill program have
been positive and have confirmed the recovery of high-grade gold. The highlight of the drill campaign was the recovery of 42.2
grams per ton of gold from only 0.59 meters of drilling and 31.10 grams per ton of gold from 1.35 meters of drilling. Exhibit 14
presents the drill campaign results conducted in the region.
Exhibit 14: Highlights of 35 drill holes

Sample
ID

Description of Sample type

Weight
(kg)

Results
grams
per ton
gold

Average
grams
per ton
gold

GR0001

REJECT – KNELSON (over flow)

3.5

5.9

GR0002

REJECT – KNELSON (over flow)

3.2

3.6

GR0003

REJECT – KNELSON (over flow)

3.0

4.1

GR0004

REJECT – KNELSON (over flow)

3.7

1.9

GR0005

REJECT – KNELSON (over flow)

3.8

1.9

GR0006

REJECT – KNELSON (over flow)

3.1

1.9

GR0007

REJECT - VAT

3.6

1.8

GR0008

REJECT - VAT

2.8

1.9

GR0009

REJECT - VAT

4.0

1.5

GR0010

MINE WASTE (Granodiorite)

4.2

0.0

GR0011

MINE WASTE (Granodiorite)

2.8

0.0

GR0012

MINE WASTE (Granodiorite)

3.6

0.6

0.2

GR0013

ARTISANAL GOLD DIGGING DIOUGA

0.8

17.6

17.6

GR0014

MALORIE QUARRY

3.2

0.9

GR0015

MALORIE QUARRY

3.4

0.9

GR0016

MALORIE QUARRY

3.1

0.7

GR0017

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

3.6

1.6

GR0018

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

4.4

42.2

GR0019

ARTISANAL GOLD DIGGINGS BAYILDIAGA 1

2.8

23.9

GR0020

ARTISANAL GOLD DIGGINGS BAYILDIAGA 2

3.3

28.2

GR0021

ARTISANAL GOLD DIGGINGS BAYILDIAGA 3

3.1

0.0

GR0022

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2.5

55.1

GR0023

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.5

43.0

GR0024

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2.7

110.3

GR0025

MINE STOCKPILE (LEVEL 3 AT 90m depth)

2.0

2.9

GR0026

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.3

1.7

GR0027

MINE STOCKPILE (LEVEL 3 AT 90m depth)

3.7

11.5

GR0028

ARTISANAL GOLD DIGGINGS DIOUGA

2.3

5.0

GR0029

ARTISANAL GOLD DIGGINGS DIOUGA

2.2

4.9

4.5

1.8

0.9

22.5

14.1

69.5

5.4

5.0

Source: Company Website
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Terms of Acquisition from Stremco
Komet signed a Memorandum of Understanding to acquire the Guiro gold mine from Stremco on May 28, 2014. According to
the terms of acquisition, the Company has to meet the following obligations:
1.
2.
3.
4.

Provide $0.6 million to clear the liabilities of Stremco – Completed
Issue 3 million common shares to Stremco – Completed
Assume existing liabilities of Stremco worth $2.17 million – Completed
Pay Stremco a royalty fee of 2% for gold sales made above the amount of $1300 CAD/ounce – Ongoing

The TSX Venture Exchange approved the acquisition on July 24, 2014 enabling Komet to acquire all Guiro assets previously
owned by Stremco.

Moussala Gold permit, Mali
On June 21, 2016, Komet Resources acquired the Moussala Gold exploration permit, located in Kenieba gold mining camp,
2
Mali. The permit was issued by Ministry of mines, Mali and it covers an area of 67 km surrounding Kenieba mining camp.
Komet holds the exploration permit for seven years through its fully owned subsidiary Komet Mali Sarl. The proceeds of the
agreement include 2% net smelter royalty (NSR) payment on subsequent commercial production of gold, payable to the
previous owner.
Location and Geology
The project is located in the Kenieba gold mining camp, approximately 300 km to the west of country’s capital, Bamako. The
permit is accessible from Bamako through the international highway linking Bamako and Dakar, passing through Dabia village
located near the permit area. Kenieba is the nearby prefectural city; located 25 km form the permit area. The geology of the
mining area is composed of significant deposits of meta-sedimentary and meta-volcanic rock parts of Proterozoic age, which is
the notable host for significant gold ores. The mining area had been subjected to significant prospective study in the past, by
other exploration and mining companies revealing significant gold deposits in the region.
Sample study
The permit area has been inspected by various mining and exploration companies such as Ashanti Mali SA, Robex Resources
Inc., in the past. The geological soil study program conducted by Ashanti Mali SA in 1997 covered the northern Walia (M1)
zone, south eastern Kabaya (M3, M5, M7) zone and the southern Diesse (M2) zone of the permit area. The study revealed high
grade gold values of 4,919 parts per billion (ppb) and 378 ppb in Walia and Diesse zone respectively. In addition, the study
unveiled suitable geological setting favoring high grade gold exploration. Further, Robex Resources inspected the eastern part
of permit area through drilling campaigns in 2013 and 2014. The drilling campaign covered an area of 500 m*200 m with 62 drill
holes. The drill results showed positive gold recovery with significant gold values as high as 18.56 grams per ton. Exhibit 15
presents the drill campaign results conducted in the region.
Exhibit 15: Highlights of drilling campaign conducted in the Moussala permit region

Hole Number

Surface Area
(meters)
From(m)

Ms2013ac02b

Length
(m)

Average (grams
per ton of gold)

To(m)

-

31.0

31.0

Ms2013ac13

3.0

31.0

28.0

2.8
1.3

Ms2013ac16

27.0

41.0

14.0

18.6

Ms2013tr001

-

50.0

50.0

1.8

Ms2013tr003

1.0

60.0

60.0

3.9

Ms2014ac001

52.0

69.0

17.0

1.2

Ms2014ac008

5.0

18.0

13.0

1.9

Ms2014ac009

11.0

26.0

15.0

1.5

Ms2014ac011

11.0

22.0

11.0

2.1

Ms2014ac011b

7.0

19.0

12.0

1.1

Ms2014ac035

9.0

23.0

14.0

1.3

Ms2014ac035

50.0

62.0

12.0

1.6

Ms2014ac037

14.0

22.0

8.0

1.2

Ms2014ac037

32.0

50.0

18.0

1.0

Ms2014ac058

-

36.0

36.0

1.3

Source: Company news presentation

The positive results inferred from previous exploration work unveils significant gold mining potential for the Company in
Moussala permit.
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Timeline and Key Events
Exhibit 16 below shows the reverse chronological timeline of the evolution of Komet Resources, summarizing some key annual
events for the Company since 2014.

Exhibit 16: Timeline summarizing significant annual events since 2014

Dates

Events

22-July-16

Komet signed an agreement with Questrade, Inc., regarding market making services in compliance with TSX Venture
Exchange policies and regulations

18-July-16

Closed a non-brokered private placement of 13.13 million common shares for gross proceeds of $4.73 million

21-June-16

Announced the acquisition of Moussalla Gold exploration permit located in Kenieba mining camp, Mali

14-Jun-16

Closed second tranche of private placement of 2.4 million common shares for gross proceeds of $0.8 million.

19-May-16

Released results of sampling campaign conducted on the Guiro-Diouga (Guiro) property

29-Apr-16

Closed first tranche of private placement worth $0.6 million

15-Apr-16

Appointed Mr. Albert Wildgen as an Advisor to the management and to the board of directors

29-Mar-16

Published results of newly performed resource estimates on Guiro gold vein

08-Feb-16

Published first technical evaluation report of the Guiro project

10-Sep-15

Announced first results of the drilling campaign recently completed at the Guiro mine.

05-Aug-15

Declared completion of drilling campaigns at Guiro mine and the beginning of sampling campaign

08-Jun-15

Announced closure of $2 million private placement in the form of convertible debentures

25-May-15

Published results of VAT Leaching pilot tests conducted using waste materials from Guiro property site

06-May-15

Won the Gold Prize for best stock performance from TSXV at the 8th "Gala de la Bourse" conducted on May 5th, 2015

28-Apr-15

Announced intent to raise approximately $3 million through private placement of convertible debentures

31-Mar-15

Acquired Guiro-Diouga mining permit from Burkina Faso's council of Ministers

29-Jan-15

Announced results of preliminary sampling program conducted on the Guiro property revealing significant gold values

26-Jan-15

Appointed Mr. Pierre Colas as the director of the Company.

10-Nov-14

Announced positive results from metallurgical test, revealing high gold recovery rate from Guiro gold deposit

31-Oct-14

Signed an agreement with Stremco S.A to start its operation in Guiro before finalizing ownership transfer

21-Oct-14

Received notification to attend Commission Nationale des Mines of Burkina Faso for the purpose of obtaining Guiro
license ownership

01-Oct-14

Appointed Mr. Pierre Tremblay as Superintendent of underground operations.

04-Jun-14

Announced update regarding the acquisition of Guiro gold mine in Burkina Faso

04-Jun-14

Appointed Mr. Roby as the Chief Financial Officer (CFO) upon the resignation of Mr. Pierre Labrecque

30-May-14

Trading in shares of Komet Resources resumed after a temporary halt.

28-May-14

Trading in shares of the company halted due to review by TSX Venture exchange on documentation regarding
Company's acquisition.

28-May-14

Signed memorandum of understanding to acquire a gold mine in Burkina Faso

29-Apr-14

Announced closing of Non-brokered private placement worth $1.5 million
Source: Company filings
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Industry Overview
The exploration and mining industry is largely driven by macroeconomic factors, which in turn drive demand for commodities
and their prices. We now present a detailed description about the West African and Burkina Faso gold mining industry along
with the dynamics of gold.
Africa & Burkina Faso Exploration and Mining Industry – An Overview
The African continent accounts for more than 30% of global mineral resources. The US Geological Society ranks Africa as one
of the largest and richest sources of cobalt, bauxite, manganese, industrial diamond, gold and other precious metals. Over the
last few years, West Africa has seen major growth in new projects related to mining and exploration for gold. This is largely
attributable to unfavorable regulations in South Africa, Botswana and others. More recently, West African states have emerged
as the Continent’s gold mining hub and surpassed Southern Africa in terms of gold production levels and growth. Over the last
few years, numerous gold projects have been set-up in West Africa, particularly in Mali, Ghana, Mauritania, Burkina Faso,
Liberia and Sierra Leone. Southern Africa is facing challenges related to high power costs, deep expensive mines and low
productivity, thus causing investors to search for cheaper alternatives. Exhibit 15 presents the mining destinations in Africa
along with their political risk and operating environment rank. South African states are ranked better as compared to West and
East African states.
Exhibit 17 Burkina Faso is ranked similar to stable and larger African economies

Source: Mining in Africa - Towards 2020, KPMG Research

However, in West Africa, Burkina Faso is ranked better than East African countries and more or less at the same level as the
Southern African states. The country’s political risk is at 0.65 and operating environment ranking at 0.60 (1 being the worst).
Burkina Faso is the fastest growing producers of gold and is also the fourth largest producer of gold in the continent of Africa.
The country has six operating gold mines with the gold reserves of approximately 950 tons and 300+ issued exploration permits.
Burkina Faso is known for its political stability and openness to foreign investment in mining projects. The mining sector in the
country has attracted numerous foreign companies due to the country’s favorable mining code and vast exploration potential.
The country’s economy is also majorly dependent on gold exploration and mining. Despite exceptional geological potential, the
country has vast unexplored land and large untapped reserves of gold, offering good growth potential to the companies
operating in the Country. Exhibit 18 displays the percentage change in gold production in major counties in 2015 as compared
to 2006. The West African states have shown significant growth in gold production, which is mainly driven by new mines’
exploration activities. Among the West African states, Burkina Faso has grown rapidly at 79% CAGR from 2007 to 2015.
Further, as per Wood Makenzie Research, gold mining and exploration projects in West Africa can increase production up to 80
tons of gold per year by 2020, with majority of the supply coming from Burkina Faso.
Throughout its history, Burkina Faso has experienced military coups. However, the most recent presidential election held in
November 2015 shows stability and promise. Marc Kabore, who had earlier served as prime minister and speaker of parliament
under veteran President Blaise Compaore, won the presidential election, easily beating his main rival. However, before Mr.
Kabore’s election the country saw considerable turmoil in 2015, including an attempted coup by troops loyal to the ousted
president in September 2015. According to BBC News, Mr. Kabore, a French-educated banker, “sees himself as a social
democrat, and has pledged to reduce youth unemployment, improve education and healthcare, and make health provision for
children under six free of charge.”
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Exhibit 18: Gold production at Burkina Faso growing
the fastest as compared to other African nations

Country

2007

South Africa

2015

CAGR

275.1

145

-8%

Ghana

69.8

91

3%

Mali

50.0

44

-2%

Burkina Faso

0.3

34

79%

Ivory Coast

1.3

26

45%

16.4

21

3%

0.6

6

32%

Guinea
Senegal

Source: Wood Mackenzie Research

Increasing production in Burkina Faso despite challenging global environment
Burkina Faso has remained unexplored, compared to other West African countries. As mentioned earlier, Burkina Faso is the
fastest growing gold producer of gold in Africa. From 2007 to 2015, gold production has grown at 79% CAGR. However, over
the last three years, production has stabilized at 32 to 34 tons per year. The slight decrease in 2015 gold production is largely
attributable to one mine closure and a slowdown of production at two other mines. However, new prospective operations are
expected to revive production growth in 2016. Further, improving gold grades, technology import and improving infrastructure
should aid in boosting gold production to new highs.
Exhibit 19: Rapid ramp up of gold production at Burkina Faso since 2007
40
35

30
25
20
15
10
5
2007

2008

2009

2010

2011

2012

2013

2014

2015

Annual gold production (tons)
Source: Industrial Gold Production in Burkina 2015 Highlights and 2016 Outlook, Burkina-emine

Exhibit 20 presents the highlights of the World Bank Mineral Development Support Project in Burkina Faso.
Exhibit 20: Significant support from World Bank should develop and enhance the mining industry at Burkina Faso
Started Date
Current Status Report Target(August 30,
Details
(August 30, 2011)
(February 22, 2016)
2016)
Percentage of industrial mines covered by annual tax controls

30%

100%

100%

Percentage of industrial mining operations covered by annual technical inspection
covered by annual tax controls

30%

69%

100%

Percentage of industrial mining operations covered by annual technical inspection

30%

72%

100%

Number of exploration inspections commissioned by the geology officer

20

147

200

Number of people trained in the implementation of environmental legislation regarding
mining operations

0

414

500

Direct project beneficiaries

0

13804

11315

0%

90%

100%

Annual graduation rate recorded at the school of mines
Source: World Bank Database
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Rising gold prices despite lower demand from China and India
The physical demand from two of the largest gold consuming countries (India and China) was weak during the first quarter of
2016. The Government of India imposed one percent duty on manufacturing of jewelry, which negatively impacted the gold
import demand. Additionally, the Chinese economic slowdown also has negatively impacted the gold demand in the first quarter
of 2016. Despite weakening gold demand, gold prices have increased by 19% year to date largely due to weakening US dollar,
increasing macroeconomic risk, global economic fears and delay in US interest rate hike. However, as per World Bank’s
Commodity Markets Outlook April 2016, gold prices should remain stable on anticipations of tightening US Fed monetary policy,
which should balance the effect of global economic fears and increasing macroeconomic risk.
Gold demand from the financial sector is expected to narrow the supply-demand imbalance
Increased global economic fear led by unsettled political landscape and Chinese slowdown has urged investors around the
world to diversify and hedge their investment. This has led to a short-term demand for gold from the investment community. As
per the World Gold Council Supply and Demand report, the demand for gold reached 1,290 tons in the first quarter of 2016, a
21% year-on-year increase. The increase was mainly driven by large inflows into ETFs and demand investors moving into safer
investments. This demand is expected to continue as a result of continuing global economic concern and stable demand from
India and China.

Demand & Supply (in tons)

5,000

70
60

4,000

50
3,000

40

2,000

30
20

1,000

10

-

-

Global supply

Global demand

Gold Price (US$/ tons in millions)

Exhibit 21: Gold economics to remain stable in the near future

Gold Price

Source: GFMS Annual Survey, Thomson Reuters & Commodity Markets Outlook - April 2016, World Bank

As per the recent World Gold Council report, the total supply of gold in the first quarter of 2016 increased by 5% year-on-year as
a result of an increase in total gold mine supply from the both new and existing mine projects. The growth in production and
higher output is mainly attributable to major operation in projects in the US followed by Mexico and West Africa. Supply growth
is expected to continue as the demand for gold is forecasted to remain stable in the near future.
The underlying supply and demand scenario for gold has changed considerably in the last few years. From 2006-12, gold prices
experienced a strong upward trend. The main contributing factor was the safety of gold as an investment, to defense against a
global economic recession, which began in 2009. However, in 2012 this trend reversed due to the strengthening US dollar,
initiated by the US Fed announcement of tapering its quantitative easing program.

SWOT Analysis
Strengths
Prospective gold reserve base is significant
Komet has estimated inferred resources of approximately 948 tons in Guiro. Further, the Company has identified nine other
veins in the property with significant gold deposits. Recent sampling results also reveal the presence of the near surface gold
deposits with significant gold values. Gangaol and Bayildiaga, which are neighboring areas near the Company’s project, have
also shown the presence of good gold values. Komet announced that 90% of the Guiro vein is unexplored. With the presence of
significant gold resources, the Company is well positioned to be profitable in the future.
High barriers to entry
High cost of operation, regulation challenges and long exploration process makes it difficult for new companies to enter the
industry. Further, the mining and exploration business is highly capital intensive, requiring companies to arrange financing for
successful development of the project. Such factors favor already existing mining companies in the industry.
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Experienced and qualified management team
An experienced and competent management team strengthens the Company’s business operations. The Company’s
management professionals have more than 100 years of experience in mining exploration. The Company’s CEO, Mr. Andre
Gagne, has significant experience in various verticals of mining and exploration such as marketing, technical, commercial and
finance.
Good fund raising capabilities
Mining and exploration companies need capital to meet their exploration cost and expenses. The ability to raise funds from time
to time shows Komet’s commitment to its projects and can boost investors’ confidence in the Company. In April 2016, the
Company closed its first tranche of a private placement of $0.6 million at $0.33 and in June 2016, Komet successfully closed the
second tranche of $0.8 million at the same price. Throughout 2Q16, the Company raised total gross proceeds of $1.4 million of
which each unit consisted of one common share and one common share purchase warrant. Each warrant entitles the holder to
purchase one additional common share of the Komet at a price of $0.45 for 12-months from the closing date of the private
placement. On July 18, 2016, Komet closed a non-brokered private placement of 13.13 million common shares for gross
proceeds of $4.73 million at $0.36 (approximately market price at the time) and did not include warrants. In total, Komet has
successfully raised approximately $6.13 million since April, which will be allocated towards funding the acquisition of important
production equipment and exploration work on its properties. The Company’s fund raising capabilities strengthen its ability to
meet business goals and execute projects in a timely manner.

Weaknesses
High debt to equity burden
The Company’s debt to equity currently stands at 2.3 times. A major concern with commodity based companies is its
dependence on commodity prices. A fall in commodity prices could lead to a decline in the Company’s revenue and future
prospects that could subsequently affect its ability to service its debt. However, near term commercial production of the Guiro
mine should aid the Company in meeting its debt obligations.

Opportunities
High Potential for mining in Burkina Faso
We believe that Burkina Faso has great geological potential for gold mining and is still unexplored. Further, the Country has
received support from the government, World Bank and other international agencies. During the last eight years, six new gold
mine projects have been set up and exploration continues to take place in several other locations.
Initiatives from government of various countries could lead to better future prospects
In the recent past, many countries have taken steps to advance their respective economies through better policy initiatives. On
October 23, 2015, People’s Bank of China, decreased its benchmark lending rate by 25 basis points to 4.35%. It also reduced
its reserve requirement rate (CRR) by 50 basis points to 17%. Further, on January 9, 2016, the Bank of Japan lending rates
moved into negative territory, along with the Eurozone rates. Despite such steps, global economic uncertainty exists which has
increased demand for gold as a hedging commodity. Further, such monetary policy initiatives should improve the global
aggregate supply and demand picture, boosting growth prospects of several commodity-dependent economies, and generate
long-term demand for gold at less volatile prices.

Threats
Social and political unrest in Burkina Faso
From time to time, the West African nation of Burkina Faso has faced social and political unrest due to rebel activity. Because of
unrest, the Country has experience a decline in investment and impacted the infrastructure of natural resource companies,
especially gold mining and exploration companies. Further, regional instability could affect Country future economic growth
prospects. However, the recent presidential election shows stability and promise.
Regulation Constraints
Komet’s operations are subject to specific mining regulations in Burkina Faso. The Company has to comply with laws and
regulations governing the exploration and mining industry. Further, the Company has to follow all labor laws, occupational health
and safety laws, toxic disposal regulations, and environment and mine safety laws. The regulatory constraints also extend to
obtaining licenses for mining and exploration, which is mainly controlled by national authorities. Any changes in laws and
regulatory procedures could significantly increase the compliance costs or even disrupt the operations of the Company
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Financial Performance
We now discuss the financial performance of Komet Resources. We analyze the cash burn rate along with the financial
statements of the Company.
Exhibit 22 presents the cash burn analysis of Komet Resources. The Company’s average cash burn rate stood at $0.18 million
per month. As of March 31, 2016, the Company’s cash reserves were negative $0.46 million. This is due to the Company
utilizing its Africa Bank credit line facilities. However, the consolidated cash and cash equivalents were $0.24 million as of
March 31, 2016. The Company has not generated positive cash flow due to high expenses related to mining and exploration
expenditures. In April 2016, the Company raised $0.6 million and in June 2016 raised $2 million through non-brokered private
placements. On July 18, 2016, Komet closed a non-brokered private placement of 13.13 million common shares for gross
proceeds of $4.73 million, which was at about market price at the time.
Period/ Amount ( in '000)

Exhibit 22: Cash burn analysis (in CAD ‘000s)
1Q14 2Q14 3Q14 4Q14 1Q15 2Q15

Net operating cash flow

(5)

Net investing cash flow

(22)

Net financing cash flow

-

1,392

262

1,498

Cash position (quarter end)
Burn Rate per month
Survival period (in months)

(9)
28.9

(88)

(369)

(328)

(305)

(68)

(601)

(158)

399

242

926

(52)
28.9

3Q15

4Q15

(446)

(345)

204

(182)

(501)

(670)

179

1,970

60

682

375

1,398

(323)

(162)

(162)

2.9

4.2

2.3

1Q16

AVG

(7)

(188)

(921)

(299)

(380)

(17)

132

484

443

178

240

536

(316)

(338)

(245)

(58)

(185)

4.4

1.3

0.7

4.1

8.6

Source: RBMG Research

Exhibit 23 displays Komet Resource’s income statement for the three months ended March 31, 2016 and March 31, 2015.
During the three months ended March 31, 2016, the Company reported a net loss of $0.07 million as compared to a net loss of
$0.6 million during the same period in the previous year. During the three months ended March 31, 2016, the Company
generated revenues of $0.3 million, capitalizing on sales as it was part of the pilot production. The reduction in loss was mainly
attributable to capitalization of exploration and evaluation expenditures and foreign exchange earnings of $0.2 million
(strengthening of US dollar against the Canadian dollar). Further, administrative expenses increased by 48% during the three
months ended March 2016 as compared to 2015. The Company has also incurred expenses related to interest on debentures
and long term debt. Despite increasing costs, total expenses decreased by 58% during the three months ended March 31, 2016
to $0.3 million when compared to $0.7 million in the same period in the previous year. This was because the Company incurred
no mine operating expenses.
Exhibit 23: Income Statement for the period ended March 31, 2016 & 2015 (in $)

Particulars

31-Mar-16

31-Mar-15

Y-o-Y (%)

Revenue
Gold Sales

0

40,377

NM

Operating Expenses
Mining operating expenses

0

324,105

NM

Depreciation

6,538

3,552

84%

216,301

146,293

48%

Share-based compensation
Interest on debentures

0
23,338

210,800
0

NM
NM

Interest on long term debt

35,771

0

NM

Administrative expense

Interest on due to director

5,095

0

NM

Total expenses

287,043

684,750

-58%

Operating Loss

(287,043)

(644,373)

-55%

206,646

4,728

NM

525

759

-31%

-79872

(638,886)

-87%

Currency translation difference of foreign subsidiary

-126923

0

NM

Comprehensive loss

-206795

(638,886)

-68%

(0.002)

(0.015)

-87%

Foreign Exchange Gain/(Loss)
Interest revenues
Net Loss

Loss per common share
Basic and diluted per share
Source: Company filings
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Exhibit 24 shows Komet Resources’ balance sheet as of March 31, 2016 and 2015.
As on March 31, 2016, the Company’s cash and cash equivalents stood at $0.24 million, a 35% increase as compared to
December 31, 2015. Further, the Company’s trade receivables increased by 26% due to credit sales made in the quarter ended
December 31, 2016. As of March 31, 2015, plant, property and equipment showed an increase of 6% due to new investments in
fixed assets to enhance the production process. Similarly, mining properties increased by 6% during the first quarter of 2016 as
compared the last quarter of 2015. This was due to capitalization of exploration expenditures. Further, the Company reported a
325% increase in prepaid expenses at the end of the first quarter of 2016 as compared to the last quarter of 2015. This was
largely due to advance payments made to various parties.
Total current liabilities increased by 24% during the first quarter of 2016 to $2.2 million. This increase was attributable to higher
liabilities such as bank overdraft and dues to director. Further, royalty payments and unpaid interest resulted in a 5% in
payables.
Exhibit 24: Balance Sheet as of March 31, 2016 and December 31, 2015 (in $)

Particulars

31-Mar-16

31-Dec-15

Y-o-Y (%)

ASSETS
Current assets
Cash and cash equivalents

239,934

178,212

Trade and other receivables

317,418

252,774

26%

63,363

14,896

325%

620,715

445,882

39%

5,907,610

5,569,335

765,549

719,124

6%

7,293,874

6,734,341

8%

Current liabilities
Bank Overdraft

705,672

469,524

Accounts payable and accrued liabilities

954,329

906,122

5%

Due to director

300,000

150,000

100%

Current portion of long-term debt

288,851

290,729

-1%

Total Current liabilities

2,248,852

1,816,375

24%

Non-current liabilities
Long term debt

1,649,664

1,766,316

1,853,870

1,846,188

27,842

27,842

Total liabilities

3,531,376

3,640,346

Shareholders' equity
Equity attributable to the shareholders

1,513,646

1,277,620

7,293,874

6,734,341

Prepaid expenses
Total current assets
Non-current assets
Mining properties
Property, plant and equipment
Total assets

35%

6%

LIABILITIES AND SHAREHOLDERS' EQUITY

Convertible debentures
Defer income taxes liabilities

Total liabilities and shareholders' equity

50%

-7%
0%
0%
-3%
18%
8%

Source: Company filings

Exhibit 25 presents Komet Resources’ Cash Flow Statement for the three months ended March 31, 2016 and March 31, 2015.
For the three months ended March 31, 2016, operating cash outflow stood at $0.007 million, a 98% decrease in outflow as
compared to the $0.3 million outflow in 2015. This was attributable to changes in non-cash working capital items. Net cash used
in investing activity for the period ended March 31, 2016 increased by 64% to $0.3 million from $0.2 million in 2015. This
increase was due to new investments in the project. During the three months ended March 31, 2016, the Company issued
common shares worth $0.2 million through non-brokered private placement.
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Exhibit 25: Cash Flow Statement for the three months ended March 31, 2016 & 2015 (in $)

Particulars

As at March 31, 2016

As at March 31, 2015

Y-o-Y (%)

Operating activities
Net income (loss) for the year

(79,872)

(686,886)

Adjustments:

-88%
NM

Share-based compensation

0

210,800

-100%

6,538

3,552

84%

(174,677)

0

NM

Amortization of debenture issuance costs

3,250

0

NM

Non-cash interest on convertible debenture

4,432

0

NM

Changes in non-cash working capital items:

232,869

119,821

94%

(7,460)

(304,713)

-98%

Reimbursement of long-term debt

(70,791)

0

NM

Issuance of shares and warrants, net of issue expenses

202,825

179,434

13%

Net cash used in financing activities

132,034

179,434

-26%

(299,000)

(176,704)

69%

0

(5,314)

NM

Net cash used in investing activities

(299,000)

(182,018)

64%

Net change in cash and cash equivalents for the period

(174,426)

(307,297)

-43%

Cash and cash equivalents, at the beginning of the
period**

(291,312)

682,073

-143%

Cash and cash equivalents, at the end of the period**

(465,738)

374,776

-224%

Depreciation of property and equipment
Unrealized foreign exchange gain

Net cash used in operating activities

Financing activities

Investing activities
Acquisition of mining properties and capitalized exploration
cost
Acquisition of property and equipment

Source: Company filings, ** Does not include Line of Credit overdraft

Key Risk Factors
Business risk
Komet Resources operates in the capital intensive mining industry. The process of exploration involves a high level of risk and
there is no assurance that the project will be successful. The Company’s production decisions were not based on any
preliminary feasibility study or economic assessment. The Company restarted its production activities with the available
historical information from Stremco’s mining activities. Hence, the Company may not be able to carry out sustainable mineral
exploration in the property area without further exploring its properties.
Commodity price risk
The Company’s profitability is directly related to market price of gold. Volatility in the gold price directly affects the Company’s
future cash flows. Macroeconomic factors such as such as worldwide political instability, inflation, value of U.S. Dollar, interest
rates would influence the gold prices. Further, there is no assurance that the gold prices will remain at a level, which will
generate profits for the company. Hence, unfavorable gold prices would reduce the Company’s profit margins and in turn affect
its operations.
Government regulation risk
The Company operates in the mining industry, which is subjected to extensive governmental laws and regulations. The
Company currently operating in such a regulated industry may not be assured that changes in African legislations or orders will
not have an effect on the Company in the negative way. Non-compliance of these laws and regulations may result in
enforcement actions including orders by judicial authorities causing operations to cease.
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Availability of funds
The Company will need additional funds to finance exploration projects including the Guiro gold mine. The Company’s
objectives when maintaining capital are to safeguard its ability to continue as a going concern and to maintain a flexible capital
structure which optimizes cost of capital at an acceptable level. Komet has commenced small scale production at its asset,
which could resolve this issue, but failure to get adequate future funding could result in delay of further exploration and
development activities. There is no assurance that favorable financing could be achieved, which would affect the Company
since they may not be able to take advantage of other opportunities and expand business operations.
Risk with the retention of employees and officers
The success of the Company is largely dependent on performance of its employees and officers. In a competitive business
environment retaining key employees remains as a concern for the company. Komet‘s well-equipped and experienced
management team remains as the focal point for the company’s success in the years to come. Therefore, loss of services from
the Company’s key personnel could have adverse effects on its operations and business prospects.

Shareholding Pattern
As of August 2, 2016, the Company had 75.8 million shares outstanding including warrants and options. Exhibit 26 displays the
breakup of the capitalization structure.
Exhibit 26: Capitalization structure as of August 2, 2016
Total Common Shares Outstanding

67,469,009

Warrants:
1,820,846 expiring April 28, 2017
2,432,940 expiring June 14, 2017

4,253,786

Stock options

4,100,000

Total Fully Diluted Shares

75,822,795
Source: Company Press Releases

Directors and Management
Andre Gagne, President and CEO
Mr. Gagne currently serves as the President and CEO of the Company. Prior to joining the Company, he served as the President and CEO of
Robex Resources, Inc. He was instrumental in successfully restructuring the Company from a distressed asset to a profitable gold producer. He
has over thirty years of business experience and also serves on the board of several companies.

Robert Wares, Chairman and Director
Mr. Robert currently serves as the Chairman and Director of the Company. He is also serving as the President and CEO of the Niogold Mining
Corp and sits on the board of others companies like Oban Mining Corp, Brett Resources, Inc., Bowmore Exploration Ltd., Arizona Mining, Inc.
and Sargold Resource Corp. Mr. Wares is also the President and Director of the Quebec’s Order of Geologist (Ordre des géologues du
Québec). He holds undergraduate degree from McGill University.

Marcel Robillard, Independent Director
Mr. Robillard has been serving as an Independent Director of the Company since 2013. He is also serving as the President at GeoMinex
Consultant Inc. and CEO of Puma Exploration, Inc. He is a graduate from the Université du Québec in Montreal and also holds a Master's
degree in Earth Sciences.

Pierre Colas, Independent Director
Mr. Colas is an Independent Director of the Company and also consulting member at TSX Venture Exchange, Inc. Prior to joining the Company,
he served as an Independent Director of Beaufield Resources and Vice president of Industrial Alliance Securities. Prior tenure at Industrial
Alliance Securities, he was the First Vice-President of Investment Banking at Desjardins Securities Inc. where he successfully completed a
US$5B equity financing transaction. He has also participated in numerous initial public offerings. He holds undergraduate degree from
Concordia University.

André Le Bel, Independent Director
Mr. Le Bel is an Independent Director of the Company. He also serves as Vice President of Legal Affairs and Corporate Secretary of Osisko.
From November 2007 to June 2014, Mr. Le Bel was Vice-President of Legal Affairs and Corporate Secretary of Osisko Mining Corporation. Mr.
Le Bel was Vice President Legal affairs with IAMGOLD Corporation from November 2006 to October 2007 and before November 2006, Mr. Le
Bel was Senior Legal Counsel and Assistant Corporate Secretary of Cambior Inc. Mr. Le Bel is also a director and a member of the audit
committee of RedQuest Capital Corp., a capital pool company listed on the TSX Venture Exchange. He is also a Corporate Secretary of Falco
Resources Ltd. He was also a director of Threegold Resources Inc. from May 2011 to June 2013.

Roby Bégin, Independent Director
Mr. Bégin is an Independent Director of the Company. He also serves as the Vice President, Sales and Distribution of Les Aliments Bégin,
which produces various food products, including frozen pizza, sauce, ready-to-eat sandwiches and burgers since 1997.

Pierre Labrecque, Chief Financial Officer
Mr. Labrecque currently serves as the Chief Financial Officer of the Company. He is also serving as Independent Director of the Ranaz Corp.
and CFO of Aquadis Group, Inc. Mr. Labrecque has over 34 years of experience in the field of accounting and has worked for numerous
accounting companies. He also successfully ran his own accounting firm from 1983 to 2005. Further, he has been a certified auditor for many
publicly listed companies. He holds undergraduate degree from Ecole des Hautes Etudes Commerciales de Paris.
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Disclaimer
The information contained herein is not intended to be used as the basis for investment decisions and should not be construed as
advice intended to meet the particular investment needs of any investor. The information contained herein is not a representation
or warranty and is not an offer or solicitation of an offer to buy or sell any security. To the fullest extent of the law, RB Milestone
Group LLC (“RBMG”), its specialists, advisors, and partners will not be liable to any person or entity for the quality, accuracy,
completeness, reliability or timeliness of the information provided, or for any direct, indirect, consequential, incidental, special or
punitive damages that may arise out of the use of information provided to any person or entity (including but not limited to lost
profits, loss of opportunities, trading losses and damages that may result from any inaccuracy or incompleteness of such
information). Investors are expected to take full responsibility for any and all of their investment decisions based on their own
independent research and evaluation of their own investment goals, risk tolerance, and financial condition. Investors are further
cautioned that small-cap and microcap stocks have additional risks that may result in trading at a discount to their peers. Liquidity
risk, caused by small trading floats and very low trading volume can lead to large spreads and high volatility in stock price. Smallcap and microcap stocks may also have significant company-specific risks that contribute to lower valuations. Investors need to
be aware of the higher probability of financial default and higher degree of financial distress inherent in the small-cap and
microcap segments of the market. The information, opinions, data, quantitative and qualitative statements contained herein have
been obtained from sources believed to be reliable but have not been independently verified and are not guaranteed as to
accuracy, nor does it purport to be a complete analysis of every material fact regarding RBMG client companies, industries, or
securities. The information or opinions are solely for informational purposes and are only valid as of the date appearing on the
report and are subject to change without notice. Statements that are not historical facts are "forward-looking statements" that
involve risks and uncertainties. "Forward looking statements" as defined under Section 27A of the Securities Act of 1933, Section
21B of the Securities Exchange Act of 1934 and the Private Securities Litigation Act of 1995 include words such as
"opportunities," "trends," "potential," "estimates," "may," "will," "could," "should," "anticipates," "expects" or comparable
terminology or by discussions of strategy. These forward looking statements are subject to a number of known and unknown risks
and uncertainties outside of the company's or our control that could cause actual operations or results to differ materially from
those anticipated. Factors that could affect performance include, but are not limited to those factors that are discussed in each
profiled company's most recent reports or company filings or registration statements filed with the SEC or other actual
government regulatory agency. Investors should consider these factors in evaluating the forward looking statements contained
herein and not place undue reliance upon such statements. Investors are encouraged to read investment information available at
the websites of Komet Resources Ltd. (“Komet”) at http://www.kometgold.com/en and the SEC at http://www.sec.gov and/or
FINRA at http://www.finra.org and/or other actual government regulatory agency. RBMG is a consulting firm headquartered in
New York, New York, USA and is hired by client companies globally to carry out consulting services that include: corporate
strategy formation, business development, market intelligence and research. RBMG is not a FINRA member or registered
broker/dealer. RBMG research reports and other proprietary documents or information belonging to RBMG are not to be copied,
transmitted, displayed, distributed (for compensation or otherwise), or altered in any way without RBMG's prior written consent.
Although RBMG was not compensated for the analytical research and evaluation services that are performed in connection with
the preparation of Komet’s RBMG research reports, RBMG has received a cash fee equal to forty thousand USD from Komet in
exchange for other RBMG services. In this case, these services are designed to help Komet communicate its corporate
characteristics to applicable investment and media communities. In addition, RBMG and/or its respective affiliates, contractors,
principals or employees may buy, sell, hold or exercise shares, options, rights, or warrants to purchase shares of Komet at any
time. In the past, RBMG’s principal at the time, formerly known as RB Milestone Equities LLC, (“RBME”) purchased 279,500
restricted common shares plus 279,500 warrants to purchase 279,500 common shares of Komet from Komet. The common
shares and warrants came with four-month trade restrictions. Currently, RBMG’s new principal (“Principal”), through a controlling
interest in RBME, indirectly owns shares and warrants of Komet. Principal will directly or indirectly buy, sell, hold or exercise
shares, options, rights, or warrants to purchase shares of Komet at its lawful discretion and this can happen at any time.
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