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This Management’s Discussion and Analysis ("MD&A") is intended to help the reader understand Titan Mining 
Corporation (“Titan”, “we”, “our” or the “Company”), our operations, financial performance, and current and 
future business environment. This MD&A is intended to supplement and complement our audited consolidated 
financial statements for the year ended December 31, 2021, prepared in accordance with International 
Financial Reporting Standards (“IFRS”).  

Additional information regarding Titan, including the risks related to our business and those that are 
reasonably likely to affect our financial statements in the future, is contained in our continuous disclosure 
materials, including our most recent Annual Information Form (“AIF”), consolidated financial statements and 
Management Information Circular, which are available on the Company’s website at www.titanminingcorp.com 
and under the Company’s profile on the SEDAR website at www.sedar.com. 

This MD&A is dated March 21, 2022. All dollar amounts reported herein are in US dollars unless otherwise 
indicated. 
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OUR BUSINESS 

Titan Mining Corporation is a natural resource company engaged in the acquisition, exploration, development 
and production of mineral properties. Our corporate office is in Vancouver, British Columbia, and our shares 
are listed on the Toronto Stock Exchange under the symbol “TI”. 

The Company’s principal asset is a group of 100%-owned, high-grade zinc mines located in the Balmat–
Edwards mining district in northern New York State, near Gouverneur and 35 miles south of the Port of 
Ogdensburg. These past-producing operations (the Empire State Mine’s #2, #3, #4, Hyatt, Pierrepont and 
Edwards mines, collectively the “Empire State Mine” or “ESM”), were acquired on December 30, 2016, and had 
been on care and maintenance since 2008. Titan declared commercial production at ESM on January 1, 2020.  
The Company also continues to maintain its unpatented mining claims in New Mexico, USA. 

STRATEGY AND OUTLOOK 

Titan's mission is to deliver extraordinary shareholder value through exploration, development and 
operational excellence. 

Titan believes that the district surrounding ESM remains underexplored despite the long operating history of 
ESM. The Company is focused on discovering and developing additional high-grade, low-cost mineral resources 
to feed the mill at ESM. ESM’s #4 mine is connected to its #2 mine, and there is potential for significant resource 
expansion which is expected to support production growth. Other historic mines and new targets within the 
district will be a focus for Titan’s exploration team. 

Mining and milling activities at ESM continued to ramp-up during the past year with commercial production 
having been declared on January 1, 2020. Increased productivities and improved operating costs are expected 
to continue into 2022 and have better positioned the mine for future success.  The completion of the revised 
mine plan, incorporating the higher-grade New Fold zone in the #4 mine and near-mine Hoist House, Turnpike 
and Pumphouse potential open pits that was completed in early 2021 will guide Titan’s capital investment 
decisions for the underground and open pit projects at ESM.   

In addition, the Company continues to examine various financing options to bolster the Company’s treasury. 

FINANCIAL AND OPERATIONAL SUMMARY 

 

 
Three months ended  

         December 31 
Year ended 

December 31, 

Financial Performance 2021 2020 Change 2021 2020 Change 

Net income (loss) before tax $      1,385 $     (893) $    2,278 $       754 $(13,668) $ 14,422 
Operating cash inflow (outflow) before 
changes in non-cash working capital 

$      6,326 $        956 $     5,370  $ 14,111 $      (922) $ 15,033 
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Financial Condition December 31, 2021 December 31, 2020 

Cash and cash equivalents   $     6,041    $        7,502 

Working capital (negative)   $    10,796   $     (3,168) 

Total assets   $   77,625    $    78,896  

Equity   $   17,024    $    17,641  

 
 

Three months ended  
December 31, 

Year ended 
December 31, 

Operating Data 2021 2020 Change 2021 2020 Change 

Payable zinc produced (mlbs)  12.2 13.0 0.8 47.5 45.6 1.9 

Payable zinc sold (mlbs) 12.7 12.2 0.5 48.3 45.5 2.8 

Average provisional zinc price (per lb)  $    1.44 $    1.22 $      0.22 $    1.34 $    1.03 $     0.31 

 
 
HIGHLIGHTS 

Significant events and operating highlights for the fourth quarter and year ended December 31, 2021 and up 
to the date of this MD&A include the following: 
 
 Improved full year safety performance, decreasing incident severity rate 95% compared to 2020.  
 Produced 47.5 million payable pounds of zinc in 2021, a record since re-opening of the Empire State Mine. 
 Submitted the permit application for open pit mining at the #2 mine in anticipation of start of mining 

activities in 2022. Surface preparation work was initiated in the fourth quarter of 2021. 
 Implemented a fixed price arrangement hedging program covering 50% of second half 2021 payable 

production, 60%, of forecasted first quarter 2022 payable production; and 50% of second quarter 2022 
payable production. 

 Declared an inaugural special cash dividend of C$0.01 per share in the third quarter of 2021, paid in the 
fourth quarter of 2021; a second special dividend of C$0.01 per share in the fourth quarter 2021, paid in 
the first quarter of 2022; and a third special dividend of C$0.01 per share in the first quarter of 2022, to be 
paid in the second quarter of 2022. 

 Extended credit facility maturity dates with each of the Bank of Nova Scotia (“BNS”) and a company 
controlled by Titan’s Executive Chairman to April 3, 2023 and April 5, 2023 respectively. 

 Made a $2,000 payment against the BNS credit facility in Q4 2021. 
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OPERATIONS REVIEW 

  2021 
  FY (1) Q4 Q3 Q2 Q1 

Production       
Ore mined tons 390,632 107,932 105,483 88,022 89,194 
Ore milled tons 387,438 106,270 105,854 90,249 85,064 
Feed grade zn% 7.5 7.0 7.6 7.3 8.3 
Recovery % 96.5 96.5 96.5 96.4 96.4 
Payable zinc  mlbs 47.5 12.1 13.2 10.6 11.5 
Concentrate grade zn % 59.3 58.9 59.6 59.7 59.1 
Zinc concentrate produced tons 47,066 12,125 13,016 10,469 11,456 
Sales       
Payable zinc mlbs 48.3 12.7 12.7 11.0 11.9 
Average provisional zinc price $/lb $1.34 $1.44 $1.35 $ 1.35 $ 1.25 
C1 cash cost per payable zinc pound sold (2) $/Ib $0.93 $0.96 $0.86     $ 0.88 $ 0.99 
Sustaining capital expenditures (2)  $0.07 $0.05 $0.14 $ 0.12 $ 0.01 
AISC(2) $/lb $1.00 $1.01 $  1.00 $ 1.00 $ 1.00 

  2020 
  FY (1) Q4 Q3 Q2 Q1 

Production       
Ore mined tons 321,924 85,497 87,422 77,164 71,841 
Ore milled tons 323,415 86,273 87,657 79,409 70,076 
Feed grade zn%  8.6 9.1 7.7 8.7 8.8 
Recovery % 96.6 96.7 96.5 96.6 96.7 
Payable zinc  mlbs 45.6 13.0 11.1 11.4 10.2 
Concentrate grade zn % 59.3 58.9 58.9 59.8 59.6 
Zinc concentrate produced tons 45,187 12,929 11,045 11,162 10,051 
Sales       
Payable zinc mlbs 45.5 12.2 11.2 11.7 10.4 
Average provisional zinc price $/lb $1.03 $1.22 $1.06 $0.89 $0.96 
C1 cash cost per payable zinc pound sold 

(2) $/Ib $0.93 $0.93 $0.93     $0.92 $0.95 
Sustaining capital expenditures (2)  $0.01 $0.02 $ 0.03 - - 
AISC(2) $/lb $ 0.94 $ 0.95  $ 0.96 $ 0.92 $ 0.95 

 
(1) The full-year figure may not equal the sum of the quarters due to rounding. 
(2) C1 cash cost, All-In Sustaining Cost (“AISC”) per payable pound sold, and Sustaining Capital Expenditures are non-GAAP 
measures. These terms are not standardized financial measures under IFRS and might not be comparable to similar 
financial measures disclosed by other issuers. See pages 31 to 32 of this MD&A for discussion of non-GAAP performance 
measures. 

 

Mining efforts throughout 2021 and the fourth quarter of 2021 focused on the New Fold, Mud Pond, Mahler, 
and N2D zones. Development continued to focus on the New Fold and Mahler ramp systems to access high 
grade material over the life of mine.   It is anticipated that development of these areas will open up new mining 
horizons which are expected to be accessed in the second half of 2022.   

Work on projects included replacement of the counterweight rail in # 4 shaft and the addition to the 
underground mobile fleet of a two-boom jumbo, a 40 ton haul truck, a lift truck and a diamond drill. 

Permitting of the open pit mining projects was advanced and the permit application was submitted by the 
fourth quarter of 2021. Surface preparation of the pit areas was started in the fourth quarter with land clearing 
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and the start of construction of the haul road from the pits to the mill. A public information meeting was held 
in November with no material concerns raised. 

EXPLORATION UPDATE 

Empire State Mine 
 
Historic Data 
 
The review, compilation, digitization and modelling of historic data collected over approximately 100 years by 
the previous operators of ESM continues to contribute to the exploration success at ESM, with several near-
mine mineralized zones identified, including the N2D zone and three zones of near-surface mineralization 
(Hoist House, Turnpike and Pumphouse). Hoist House is interpreted to be the unmined extension of the historic 
#2 zone, Turnpike is interpreted to be the unmined extension of the historic #1 zone and Pumphouse is 
interpreted as being an unmined lens of mineralization adjacent to the historic #2 zone. All three zones are 
located on ESM surface and mineral tenure one mile south of the ESM #4 milling complex with open pit 
extraction anticipated to begin in 2022. 
 
Titan’s exploration team has continued to generate additional near-mine and district targets using historic soil, 
stream sediment and geophysical data and as well as looking for additional near-surface mineralization in the 
vicinity of the other historic mining areas (Hyatt, Pierrepont and Edwards), which are being prioritized for drill 
testing in 2022. The team continues to research and consolidate mineral rights interests in high priority target 
areas. 
 
2022 Drill Programs 
 
Underground: 
 
Drill programs in 2021 focused on advancing definition drilling in Mud Pond Apron, New Fold, #2D, and Upper 
Mahler. All underground drilling was completed with Company owned underground drills by Company 
employees. A total of 86 holes totaling 24,286 ft of definition drilling was completed, of which 6,647 ft was 
completed in the fourth quarter delineating additional mineralization at Upper Mahler.  Drilling will continue 
at Upper Mahler and Mud Pond Apron in the first quarter of 2022. The results from the definition program will 
be used to refine the current mine plan in preparation for development in 2022 and beyond. Additionally, the 
Company completed three underground exploration holes in the third and fourth quarters of 2021. The holes 
totaled 4,031 ft and targeted the extension of mineralization from New Fold. Underground exploration is 
scheduled to resume in the first quarter of 2022. 
 
Surface: 
 
Surface exploration programs in 2021 focused on delineating the extent of near surface mineralization at 
Pumphouse, and testing two near mine exploration targets (Farm to Market, and Little York). Additionally, 
drilling at district targets included delineating near surface mineralization at the historic Hyatt Mine, and 
testing an exploration target within proximity to the historic Pierrepont mine. A total of 27 exploration holes 
were drilled, totaling 16,052 ft of which 3,109 ft was completed in the fourth quarter.  
 
Farm to Market drilling concluded after the third hole of a three-hole fan was completed in the first quarter of 
2021. Drilling suggests there is potential for an additional mineralized trend north west of Mud Pond and 
warrants additional drilling however, due to the depths required for targeting, the Farm to Market trend will 
require drilling from underground infrastructure. At Little York four holes were completed and a total of 5,474 
feet were drilled, including 1,877 ft in quarter four. Drilling successfully discovered a new high-grade zone of 
mineralization between Mud Pond and the historically mined Upper Fowler zone. The drilling intercepted 
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substantial zinc grades over mineable widths, including 11 feet of 18.4% zinc (see the Company’s news release 
titled “Titan Discovers New Zone of High-Grade Mineralization, Sets Production Guidance and Announces 
Inaugural Dividend” dated July 15, 2021 for additional information). Eight exploration holes were completed 
at Pierrepont totaling 2,687 ft, including three holes in the fourth quarter of 2021 four totaling 1,232 ft.   
 
A total of 16 holes totaling 4,735 feet of drilling were completed at Hyatt in the first quarter of 2021 in an effort 
to delineate near surface mineralization, the data collected is under review for further exploration planning. 
Drilling at Pumphouse in the second quarter of 2021 successfully doubled the strike length of the known 
mineralized zone. 
 
Drilling in the first quarter of 2022 will be focused on delineating near surface mineralization in the historic 
number two pit, and testing the near mine target Abbot. Additional regional and near mine targets will be the 
focus of the 2022 exploration drilling program. Approximately 30,000 feet of drilling has been budgeted for 
this program.  
 
Permitting: 
 
Permitting related to the potential open pits will require a modification to the Mine Land Use Plan (“MLUP”) 
and mine permit.  Open pit mining is contemplated within the existing MLUP whereby pit development could 
commence following New York State Department of Environmental Conservation approval of modifications to 
the MLUP and mine permit.  Additionally, areas subject to disturbance of reclaimed lands that have been 
released from bonding may require the modification to be reviewed under the State Environmental Quality 
Review Act (SEQR), which could affect timing of permit issuance.  Further amendments of the Water 
Withdrawal and Stormwater Pollution Discharge Elimination System permits may be required subject to 
further review of the Company’s existing allowances under such permits.  The permit is expected to be issued 
in the first half of 2022, unless SEQR review is required, which will extend issuance of the permit to the second 
half of 2022. 
 
Mineral Ridge 
 
The Company terminated the option on the Mineral Ridge property owned by Scorpio Gold located in 
Esmeralda County Nevada on June 1, 2021.  The economic results of the extensive drilling program performed 
by the Company did not meet Titan’s requirements to advance the project. 
 
New Mexico 
 
The Company began prospecting for base metals in an area of New Mexico in 2017. In 2018, the Company 
completed the first phase of its drilling program and was encouraged by the results. Annual claim maintenance 
fees have been renewed since allowing the Company to maintain control of the current land position while 
evaluating future exploration activities.  No additional exploration activities were performed on the property 
during 2021. 
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TREND ANALYSIS 
 
Selected Annual Information 
 

 Year ended December 31, 

 2021 2020 2019 

Revenues $   55,594 $      32,638 $         1,074 
Net income (loss) before tax $         754 $  (13,668) $   (10,886) 
Basic & diluted income (loss) per share $               - $       (0.11) $        (0.10) 
Total assets $   77,625 $     78,896 $      78,500 
Total non-current financial liabilities $   53,909 $     45,106 $      26,306 
Dividends declared per share C$        0.02 $                 - $                  - 

 
 
Summary of Quarterly Results 

 

 2021  2020  

 Q4 Q3 Q2 Q1  Q4 Q3 Q2 Q1 
Revenues ($) 16,399 14,985 13,265 10,945  11,327 9,135 6,396      5,780 
Net income (loss) before tax ($) 1,385 (1,458) 1,963 (1,136)  (893) (1,458) (2,952) (8,365) 
Basic & diluted income (loss) per 
share ($) - (0.01) 0.01 (0.01)  (0.01) (0.01) (0.02) (0.07) 
Cash and cash equivalents ($) 6,041 5,357 6,163 5,882  7,502 7,018 380 536 
Total assets ($) 77,625 77,810 75,340 75,683  78,896 78,625 74,056 76,787 
Total liabilities ($) 60,602 60,814 58,202 60,198  61,255 59,090 58,554 57,014 
Note: The sum of the quarters in the table above may not equal the full-year amounts disclosed elsewhere in this 
document due to rounding. 

 

Seasonality has a limited impact on the Company’s operating results.  

Total assets decreased in the second quarter of 2020 mainly due to a decrease of cash and an increase of net 
loss, which is explained below. Total assets increased in the third and fourth quarters of 2020 mainly due to an 
increase of cash, trade and other receivables, inventories, other current assets, and right-of-use assets, net of a 
reduction of ending value of mineral properties, plant and equipment.  

Total assets decreased in the first two quarters of 2021 mainly due to a reduction in cash, depreciation and 
depletion of mineral properties, plant and equipment, and right-of-use assets. Total assets increased in the 
third quarter of 2021, mainly due to increase of trade and other receivables, inventories, and other current 
assets, offset by decrease of cash and cash equivalents, mineral properties, plant and equipment, and right-of-
use assets. Total assets increased in the fourth quarter of 2021, mainly due to increase of cash and cash 
equivalents, trade and other receivables, prepaid expenses, and other non-current assets, offset by decrease of 
inventories, mineral properties, plant and equipment, and right-of-use assets. 

The decrease in net losses throughout 2020 was as a result of the Company ramping up production and 
increasing revenues from zinc concentrate sales.  

The increase in net losses in the first quarter of 2021 compared to the prior quarter was as a result of a decrease 
in zinc concentrate sold and increase of the depreciation and depletion expenses. Net loss turned to income in 
the second quarter as a result of higher realized zinc prices and lower concentrate treatment charges and the 
forgiveness of the Company’s Paycheck Protection Program loan (“PPP loan”), partially offset by higher 
operating, exploration and evaluation expenses and depreciation and depletion expenses. Net income turned 
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to net loss in the third quarter of 2021as a result of higher general and administration expenses and foreign 
exchanges loss, partially offset by lower exploration and evaluation expenses. Net loss turned to net income 
again in the fourth quarter as a result of higher realized zinc prices and lower general & administration 
expenses and foreign exchange loss.   

Cash and cash equivalents increased in the third quarter of 2020 as a result of the receipt of subscriptions 
related to a private placement. $5,988 (C$8,004) was received by the Company during the period. As disclosed 
at the time of the private placement, the proceeds from the private placement were used to advance exploration 
efforts at the Company’s properties. 

Cash and cash equivalents decreased in the first quarter but increased in the second quarter of 2021 as a result 
of zinc sales at a higher average provisional price and a lower per pound cost of zinc sold. It decreased again in 
the third quarter of 2021 due to capital asset additions at ESM. Cash and cash equivalents increased in the 
fourth quarter of 2021 due to higher provisional price, net cash provided in operating activities, and less cash 
spent in capital assets, partially offset by repayment of debt and dividend distribution. 

FINANCIAL REVIEW 

Financial Results 

($000’s) 
Three months ended 

December 31 
Year ended 

December 31 

Net loss for the 2020 period $                (893)    $           (13,668)  
Increase (decrease) in components of income:   
  Revenues  5,072 22,956 
  Cost of sales (3,054) (8,891) 
  Other expenses 260 357 

Net income before tax for the 2021 period $                1,385 $                     754  

 

During the year ended December 31, 2021, revenues increased compared to the same period in 2020 as a result 
of increased zinc sales at a higher average provisional price (2021 – 48.3 mlbs at $1.44/lb vs. 2020 – 45.5 mlbs 
at $1.22/lb) and higher provisional pricing adjustments (YE 2021 – $689 vs. YE 2020 - $339).  

During 2021, cost of sales increased as a result of a higher number of tons milled and zinc pounds sold 
compared to 2020. Operating expenses and depreciation and depletion expenses increased with the increased 
volume of zinc produced. 

During 2021, other expenses decreased compared to year 2020 primarily due to forgiveness of PPP loan, 
decrease of interest and other finance expenses and share based compensation, which was partially offset by 
increase of foreign exchange loss and professional fees. 
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Revenue 

 

 
Three months ended 

December 31, 
Year ended 

December 31, 

($000’s) 2021 2020 Change 2021 2020 Change 
Zinc concentrate sales  $   18,335 $   14,710 $    3,625 $  64,841 $  47,007 $     17,834 
Zinc concentrate provisional 
pricing adjustments    652    597  55   689    339  350 
Smelting and refining charges (2,588) (3,980) 1,392 (9,936) (14,708) 4,772 
Revenue, net $    16,399 $    11,327 $     5,072 $  55,594 $  32,638 $     22,956 

Revenues were higher in 2021 and the fourth quarter of 2021 than 2020 and the fourth quarter of 2020, 
respectively, due to increased sales at higher average realized prices per pound of zinc. Specifically, revenues 
for the three months ended December 31, 2021 include sales of 12.7 million payable pounds of zinc (Q4 2020 
– 12.2 million) at an average realized price per pound of $1.34 (Q4 2020 – $1.22). For the year ended December 
31, 2021, revenues include sales of 48.3 million payable pounds of zinc (2020 – 45.5 million) at an average 
realized price per pound of $1.44 (2020 - $1.03). In addition, smelting and refining costs for year 2021 were 
lower (2021 - $9,936 vs. 2020 $14,708) compared to year 2020. 

 

Cost of sales 

 
Three months ended 

December 31, 
Year ended 

December 31, 
($000’s) 2021 2020 Change 2021 2020 Change 
Operating expenses $   8,879 $   7,455 $   1,424 $ 32,571 $  26,318 $     6,253 
Transportation costs    641    808    (167) 1,967   1,955 12 
Royalties 9 11 (2) 37 34 3 
Depreciation and depletion 3,076 2,545 531 11,396 9,746 1,650 
Change of Inventory    167    (1,102) 1,269 248 (725) 973 

Total $  12,772 $   9,717 $   3,055 $  46,219 
$   

37,328 $    8,891 

In the three months ended December 31, 2021, cost of sales increased compared to the same period in 2020 
due to an increase in operating expenses, transportation costs, change of inventory, and depreciation and 
depletion expenses. The increase of operating expenses was due to a higher number of tons milled (Q4 2021- 
106,000 tons vs. Q4 2020 – 86,000 tons) and inflationary pressures. Depreciation and depletion expense 
increased comparatively due to the higher number of tons mined thereby increasing the number of units 
depleted. In the year ended December 31, 2021, cost of sales increased compared to 2020 due to an increase in 
operating and depreciation and depletion expenses. The increase of operating expenses was due to a higher 
number of tons milled (2021- 387,000 tons vs. 2020 – 323,000 tons) and inflationary pressures. Depreciation 
and depletion expense increased comparatively due to the higher number of tons mined thereby increasing the 
number of units depleted.   

The impact of inflation on the Company’s financial position, operational performance, or cash flows over the 
next twelve months cannot be determined with any degree of certainty. 
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Other operating expenses 
 

    

 
Three months ended 

December 31, 
Year ended 

December 31, 
 2021 2020 Change % 2021 2020 Change % 
G&A expenses:         
  Salaries and benefits $       196  $     376  $  (180) (48) $ 1,106 $   1,361 $ (255)  (19) 
  Share-based compensation 23  50  (27)  (54) 269 474 (205) (43) 
  Professional fees 580  619      (39)  (6) 1,898 1,008 890 88 
  Office and administration (17)  (125)      108  (86) 696 402     294 73 
  Investor relations 6  13  (7)  (54) 32 68 (36) (53) 
 $       788  $     933  $    (145)  (16) $ 4,001 $ 3,313 $    688 21 
Exploration and evaluation 
(“E&E”) expenses:         
  Salaries and benefits $         103 $     324 $ (221)  (68) $    710 $   794  $   (84) (11) 
  Drilling - 1,296 (1,296) NA 561 1,296 (735) (57) 
  Assay and analyses 6  12  (6) (50) 473 108 365 >100 
  Contractors and consultants 289  313  (24) (8) 1,519 721 798 >100 
  Other        81   581    (500) (86) 509  725 (216) (30) 
 $     479  $  2,526  $(2,047) (81) $ 3,772           $ 3,644           $    128 4 

G&A expenses for the three months ended December 31, 2021 have decreased by 23% compared to the same 
period ended December 31, 2020. The decrease of Salaries and benefits is due to an offset of salary accrual and 
decrease of director fees. The increases of office and administration were partially offset by decreases in stock-
based compensation and professional fees. G&A expenses for the year ended December 31, 2021 have 
increased compared to year 2020 due to increases of professional fees, partially offset by decreases in stock-
based compensation and investor relations. The decreases in salaries and benefits and increases in office and 
administration are due to an expense reclassification. 

E&E expenses for year ended December 31, 2021 increased 4% compared to year 2020 as a result of 
exploration activities at Mineral Ridge. The increase of exploration at the Mineral Ridge Project was partially 
offset by decreased exploration activities at ESM in 2021.  

 
Other expenses (income)  
 

 
Three months ended 

December 31, 
Year ended 

December 31, 

 2021 2020 Change % 2021 2020 Change % 
 $   975 $   (956) $   1,931 <100 $ 848  $ 2,022  $  (1,174) (58) 

 

For the year ended 2021, other expenses decreased 58% compared to year 2020. The decrease was primarily 
due to the forgiveness of PPP loan and interest of $2,437 and decrease of interest and other finance expenses, 
offset by an increase of foreign exchange loss of $1,399 compared to the prior year.  
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LIQUIDITY AND CAPITAL RESOURCES 

Credit Facilities 

Bank of Nova Scotia 

On January 21, 2019, the Company and the Bank of Nova Scotia (“Lender”) amended the $15,000 secured credit 
agreement (the “Credit Facility”) whereby a maximum of $10,000 (the “Available Credit”) was available to the 
Company on a revolving basis. Prior to March 31, 2019, the Lender was permitted to reduce the maximum 
amount available to $6,000, subject to the business and financial plan provided by the Company. The interest 
rate on the Available Credit is either LIBOR plus 4.25% or the Lender’s base rate plus 3.25%, and the standby 
fee is 0.8% of the unadvanced portion of the Credit Facility. If the amount available is reduced to $6,000, the 
interest rate changes to LIBOR plus 2.25% or the Lender’s base rate plus 1.25%, and the standby fee is 0.5625% 
of the unadvanced portion of the Credit Facility. A $6,000 guarantee was provided by a company controlled by 
Titan’s Executive Chairman.  

On May 31, 2019, the Company and the Lender further amended the Credit Facility whereby the Available 
Credit limit continues as $10,000 and the maturity date was extended to April 3, 2021. The interest rate on the 
Available Credit was changed to LIBOR plus 2.25% or the Lender’s base rate plus 1.25%. In addition, the 
financial covenant requirement on the Credit Facility was removed. 

In connection with the amendment, a $10,000 guarantee was provided by a company controlled by Titan’s 
Executive Chairman (the “Guarantor”), replacing the original $6,000 guarantee. In consideration for the 
guarantee, the Company issued 3,000,000 common shares with a fair value of $979 and 3,000,000 share 
purchase warrants with each warrant exercisable for one common share at price of $0.50 per share for a period 
of five years from the date of issuance with a fair value of $543 at the guarantee effective date for a total fair 
value of $1,522 recorded as borrowing costs. Such common shares and share purchase warrants were issued 
on June 14, 2019. The fair market values on the issuance date were $919 and $493, respectively. The difference 
of $110 was recorded as a gain on derivative liability during the year ended December 31, 2019.  

As a result of the amendment, the Company extinguished the face value of the loan prior to the amendment and 
recorded the fair value of the new loan as at May 31, 2019. A $1,702 loss on the extinguishment of debt was 
recorded during the year ended December 31, 2019.  

On January 8, 2021, the Company and the Lender further amended the $15,000 Credit Facility whereby the 
Available Credit limit continues as $10,000 and the maturity date was extended to April 3, 2022. 

On December 20, 2021 the Company and the Lender further amended the $15,000 Credit Facility whereby the 
Available Credit limit continues as $10,000 and the maturity date was extended to April 3, 2023. A $2,000 
payment was made against the Facility in the fourth quarter reducing the principal value to $8,000 leaving the 
Company with $2,000 of available credit as at December 31, 2021.   

Loan from Related Party 

On November 30, 2018, the Company entered a credit agreement with a company controlled by Titan’s 
Executive Chairman, to establish a $18,710 subordinate general security credit facility (“Loan”). The initial 
advance of $3,710 bears interest at 8% per annum and advances on the subsequent $15,000 bear interest at a 
floating rate equal to 7% plus the greater of (i) LIBOR and (ii) 1%, per annum. Interest is payable in cash or 
shares of the Company. The Loan is subject to mandatory prepayment if the Company closes one or more 
financings that exceeds $30,000 in the aggregate or upon the occurrence of a change of control of the Company. 
The Loan is a non-revolving facility, and any repayment under the Loan shall not be re-borrowed. The Company 
is subject to certain general covenants with respect to the Loan. 

Pursuant to the Loan, the Company was required to issue the related party 2,500,000 warrants. Each warrant 
entitles the holder to acquire one common share at a price of C$1.40 per share.  
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On January 21, 2019, the Company issued 2,500,000 warrants to a company controlled by Titan’s Executive 
Chairman pursuant to the credit agreement. The fair market value of these warrants was $1,099 as at December 
31, 2018 and was recorded as a warrant derivative liability and borrowing costs. The fair market value on the 
issuance date on January 21, 2019 was $1,028. The difference between December 31, 2018 and the issuance 
date was recorded as a gain on derivative liability of $71 during the year ended December 31, 2019. 

On August 21, 2019, the Company entered an addendum to its Loan which made an additional $1,000 available 
to the Company under the same terms as the original agreement. As such, the Loan was increased to a total of 
$19,710. 

On February 6, 2020, the Company was advanced an additional $1,000 under the same terms as the original 
agreement.  As such, the Loan was increased to a total of $20,710.   

On October 13, 2020, the Company repriced 2,500,000 warrants held by a company controlled by Titan’s 
Executive Chairman in connection with the Credit Agreement between the Company and the lender pursuant 
to which the lender advanced to the Company a second-ranking secured non-revolving credit facility of up to 
$20,710. The exercise price of the warrants was repriced from C$1.40 to C$0.75.  In consideration for the 
repricing, the due date for repayment of the Facility was extended by one additional year from November 30, 
2020 to November 30, 2021. On December 31, 2020 the lender agreed to extend the term of the credit facility 
to April 5, 2022.  An extension fee of $71 was paid by the Company and was recorded in the Consolidated 
Statement of Income (Loss) and Other Comprehensive Income (Loss) for the year ended December 31, 2020.  
$291 was recorded as an incremental borrowing cost related to the warrant repricing of the credit agreement 
which will be amortized over the remaining term of the agreement. As at December 31, 2020, the balance of 
this incremental borrowing costs was adjusted to $338 after the loan extension. 

On December 20, 2021 the lender agreed to further extend the term of the credit facility to April 5, 2023.  An 
extension fee of $75 was paid by the Company and was recorded in the Consolidated Statement of Income 
(Loss) and Other Comprehensive Income (Loss) for the year ended December 31, 2021. The incremental 
borrowing costs from the 2020 loan extension were amortized during the year and the balance was $76 as of 
December 31, 2021. 

Paycheck Protection Program Loan (“PPP”) 

On April 21, 2020, the Company’s wholly owned subsidiary Empire State Mines, LLC applied for and received 
a loan totaling $2,409 under the U.S. Small Business Administration Paycheck Protection Program.  Proceeds 
from this program have been used to assist U.S. small businesses during the COVID-19 pandemic in an effort to 
keep employees on the payroll and to contribute to utilities, rent and mortgage costs. The Company submitted 
the application for loan forgiveness in October 2020, and the loan and interest forgiveness were granted on 
June 10, 2021. 

Private Placement 

On September 24, 2020, the Company closed a private placement of 16 million units at C$0.50 per unit for 
aggregate gross proceeds of $5,988 (C$8,004). Each unit is comprised of one common share and one-half of a 
warrant of the Company. Each full warrant is exercisable into one common share of the Company at an exercise 
price of C$0.75 per share for a period of three years from the closing date of the private placement. The fair 
market value of these warrants was $1,616 based on the Black-Scholes model (see note 16d of our 
accompanying financial statements). The Company has used the proceeds from the private placement that have 
been spent to date in furtherance of the purpose originally disclosed, being to advance exploration efforts at 
the Company’s properties, and for general and working capital purposes. 
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Financial Condition 

 December 31, 2021 December 31, 2020 

Cash and cash equivalents  $ 6,041  $ 7,502 

Total debt  $ 34,712  $ 36,896 

Net debt (cash)(1)  $ 28,671  $ 29,394 

Working capital (negative)  $ 10,796  $ (3,168) 
(1) Net debt is total debt less cash and cash equivalents. 

Cash and cash equivalents as at December 31, 2021 decreased by $1,461 compared to December 31, 2020. 
Positive operating cash flows before changes in working capital of $14,111 during the year ended December 
31, 2021 (2020 – negative $922) was offset by cash outflow from changes in non-cash working capital of $6,854 
(2020 - $1,167) due to higher trade and other receivable and other current assets partially offset by lower 
accounts payable payments and inventory. Cash outflow related to financing activities was $4,061 (cash inflow 
in 2020 - $8,425). No financing proceeds were received in 2021. The positive cash inflow was also offset by 
additional spending related to investing activities of $4,586 (2020 - $551) and the positive effect of foreign 
exchange of negative $71 (2020 –$8) on cash and cash equivalents. 

At December 31, 2021, the Company’s debt was comprised of a loan from a related party of $20,710, the Credit 
Facility of $8,000, and equipment loans of $16.  The Company accrued interest and amortized borrowing cost 
of $2,327 related to the related party loan and $87 related to the Credit Facility for the year ended December 
31, 2021. The PPP loan of $2,049, and accrued interest of $27 were forgiven on June 10, 2021. 

Working capital increased for the year ended December 31, 2021 compared to December 31, 2020 as a result 
of the Company’s loan related to the Credit Facility being classified as non-current. 

 

Cash Flows 
 Year Ended December 31, 
 2021 2020 Change 

Operating cash flows before changes in working capital $          14,111 $ (922) $         15,033  

  Changes in working capital (6,854) (1,167) (5,687)  

Net cash flows generated (used) in operating activities 7,257 (2,089)                 9,346 

Net cash flows used in investing activities (4,586) (551) (4,035) 

Net cash flows provided (used) by financing activities (4,061) 8,425 (12,486)  

 $       (1,390) $5,785 $      (7,175)  

 

Net cash flows generated from operating activities were higher in 2021 than in 2020 as a result of the cash 
generated from increased zinc sales at a higher average price, partially offset by cash flows used in operating 
activities, which reflect the cash components of the E&E, G&A and finance expenses. A discussion of the changes 
from period to period is set out above under “Financial Results” and “Other Operating Expenses”. 

Net cash flows used in investing activities 2021 were higher compared with the same period in 2020 as the 
Company spent more on capital equipment.  

Net cash flows used in financing activities during the year ended December 31, 2021 reflect $2,000 of 
repayment of debt, $1,096 of dividends paid, $354 of associated interest payments, $496 of payments made on 
lease liabilities, and $115 of repayment of equipment loans. By contrast, financing activities provided net cash 
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flows to the Company in 2020 mainly as a result of the Company raising funds under the PPP loan, its related 
party loan, and a private placement  

Capital Expenditures 

As a result of the Company no longer capitalizing revenues from zinc concentrate sales and operating costs 
effective January 1, 2020, cash flows used in investing activities during the year ended December 31, 2021 are 
higher than 2020.  

Liquidity 

As at December 31, 2021, the Company had total liquidity of $6,041 in cash and cash equivalents. The Company 
had a working capital of $10,796 and a deficit of $50,189. For the year ended December 31, 2021, the Company 
had positive operating cash flows before changes in working capital of $14,111 and a net profit before tax of 
$754.  

As at December 31, 2020, the Company had total liquidity of $7,502 in cash and cash equivalents. The Company 
had negative working capital of $3,168 and a deficit of $50,157. For the year ended December 31, 2020, the 
Company had negative operating cash flows before changes in working capital of $234 and a net loss of $13,668.  

The Company will require additional funding in the next twelve months. The Company has historically raised 
funds principally through the sale of securities and most recently, through the credit arrangement and 
advances from a related party. The Company expects that it will continue to obtain funding through similar or 
other means depending on market conditions and other relevant factors at the time. However, there can be no 
assurance that the Company will be able to obtain such additional funding or obtain it on acceptable terms. 
This material uncertainty casts significant doubt about the Company’s ability to continue as a going concern. 

Capital Management 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going 
concern in order to pursue the development and exploration of its mineral properties and pay dividends to its 
shareholders and to maintain a flexible capital structure, which optimizes the costs of capital to an acceptable 
risk.  

The capital structure of the Company currently consists of common shares, loans, debt and the balance of the 
acquisition obligations. The Company manages the capital structure and adjusts it in response to changes in 
economic conditions, its expected funding requirements, and risk characteristics of the underlying assets. The 
Company’s funding requirements are based on cash forecasts. In order to maintain or adjust the capital 
structure, the Company may issue new debt, new shares and/or consider strategic alliances. Management 
reviews its capital management approach on a regular basis. The Company is not subject to any externally 
imposed capital requirements. 

Contractual obligations and commitments 

The Company’s contractual obligations and commitments as at December 31, 2021 and their approximate 
timing of payment are as follows: 

 <1 year 1 – 3 years 4 – 5 
years 

>5 years Total 

Debt:      
  Repayment of principal $         - $     28,726 $            - $                - $       28,726 
  Repayment of interest 72 5,899 - - 5,971 
  Leases 447 221 - - 668 
  Capital Expenditure 8 8 - - 16 
  Reclamation and remediation provision - - - 19,088 19,088 
 $     527 $     34,854 $            - $    19,088  $       54,469 
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Outstanding Securities 

As of the date of this MD&A, the Company had 138,978,357 common shares issued, and 22,503,798 warrants 
and 7,325,000 options outstanding. 

RELATED PARTY TRANSACTIONS 

Related Party Loan  

On November 30, 2018, the Company entered a credit agreement with a company controlled by Titan’s 
Executive Chairman, to establish a $18,710 subordinate general security credit facility (“Loan”). The initial 
advance of $3,710 bears interest at 8% per annum and advances on the subsequent $15,000 bear interest at a 
floating rate equal to 7% plus the greater of (i) LIBOR and (ii) 1%, per annum. Interest is payable in cash or 
shares of the Company. The Loan is subject to mandatory prepayment if the Company closes one or more 
financings that exceeds $30,000 in the aggregate or upon the occurrence of a change of control of the Company. 
The Loan is a non-revolving facility, and any repayment under the Loan shall not be re-borrowed. The Company 
is subject to certain general covenants with respect to the Loan. 

Pursuant to the Loan, the Company was required to issue the related party 2,500,000 warrants. Each warrant 
entitles the holder to acquire one common share at a price of C$1.40 per share.  

On January 21, 2019, the Company issued 2,500,000 warrants to a company controlled by Titan’s Executive 
Chairman pursuant to the credit agreement. The fair market value of these warrants was $1,099 as at December 
31, 2018 and was recorded as a warrant derivative liability and borrowing costs. The fair market value on the 
issuance date on January 21, 2019 was $1,028. The difference between December 31, 2018 and the issuance 
date was recorded as a gain on derivative liability of $71 during the year ended December 31, 2019. 

On August 21, 2019, the Company entered an addendum to its Loan which made an additional $1,000 available 
to the Company under the same terms as the original agreement. As such, the Loan was increased to a total of 
$19,710. 

On February 6, 2020, the Company was advanced an additional $1,000 under the same terms as the original 
agreement.  As such, the Loan was increased to a total of $20,710.   

On October 13, 2020, the Company repriced 2,500,000 warrants held by a company controlled by Titan’s 
Executive Chairman in connection with the Credit Agreement between the Company and the lender pursuant 
to which the lender advanced to the Company a second-ranking secured non-revolving credit facility of up to 
$20,710. The exercise price of the warrants was repriced from C$1.40 to C$0.75.  In consideration for the 
repricing, the due date for repayment of the Facility was extended by one additional year from November 30, 
2020 to November 30, 2021. On December 31, 2020 the lender agreed to extend the term of the credit facility 
to April 5, 2022.  An extension fee of $71 was paid by the Company and was recorded in the Consolidated 
Statement of Income (Loss) and Other Comprehensive Income (Loss) for the year ended December 31, 2020.  
$291 was recorded as an incremental borrowing cost related to the warrant repricing of the credit agreement 
which will be amortized over the remaining term of the agreement. As at December 31, 2020, the balance of 
this incremental borrowing costs was adjusted to $338 after the loan extension. 

On December 20, 2021 the lender agreed to further extend the term of the credit facility to April 5, 2023.  An 
extension fee of $75 was paid by the Company and was recorded in the Consolidated Statement of Income 
(Loss) and Other Comprehensive Income (Loss) for the year ended December 31, 2021. The incremental 
borrowing costs from the 2020 loan extension were amortized during the year and the balance was $76 as of 
December 31, 2021. 

 A summary of the carrying value was as follows: 
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   Principal  

Interest and 
borrowing 

costs  Total 
Balance, January 31, 2020  19,710  1,383    21,093 
Proceeds received  1,000  -  1,000 
Accrued Interest     1,936  1,936 
Repricing of warrant  -  (291)  (291) 
Loan extension    (100)  (100) 
Amortization of borrowing costs  -  644  644 
Balance, December 31, 2020 $ 20,710 $ 3,572 $ 24,282 
Accrued Interest   -  2,065  2,065 
Amortization of borrowing costs   -  262  262 
Balance, December 31, 2021 $ 20,710 $ 5,899 $ 26,609 

  

 
 

December 31, December 31 
  2021  2020 
Current $ - $ - 
Non-current  26,609  24,282 
 $ 26,609 $ 24,282 

 

Management company (Manco) 

The Company shares office space, equipment, personnel, consultants and various administrative services with 
Solaris Resources (“Solaris”), Armor Minerals Inc., and Augusta Gold Corp related by virtue of certain directors 
and management in common. These services have been provided through a management company equally 
owned by each company party to the arrangement. Costs incurred by the management company are allocated 
and funded by the shareholders of the management company based on time incurred and use of services. If the 
Company’s participation in the arrangement is terminated, the Company will be obligated to pay its share of 
the rent payments for the remaining term of the officed space rental agreement. The Company’s obligation for 
future rental payments on December 31, 2021 was approximately $131, determined based on the Company’s 
average share of rent paid in the immediately preceding 12 months. The Company has $183 of other assets 
classified as property, plant and equipment in connection with this arrangement.    

The Company was charged for the following with respect to this arrangement in the year ended December 31, 
2021.  

       
     Year ended December 31,                                            

2021                      2020 
Salaries and benefits            $        532                        $            539                                       
Office and other             265         76                           
Marketing and travel                   17       20 
                   $        814                        $            635                               
          

Key management personnel compensation 

Key management personnel include those persons having authority and responsibility for planning, directing 
and controlling the activities of the Company, and comprises the Company’s Executive Chairman, President and 
Chief Executive Officer, Chief Financial Officer, and Directors.   
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As at December  

31, 2021 
As at December 31, 

2020 
Salaries and benefits    $                           710 $                            953 
Consulting fees                                338 224 
Share-based compensation                        213                     424 
Directors’ fees                        141                    165 
   $                        1,402 $                        1,766 
 
The Company entered into a consulting arrangement with Augusta Capital Corporation (“ACC”), a private 
company 100% beneficially held by the Titan’s Executive Chairman in 2021.  $338 paid by the Company to 
ACC during 2021 is classified as Consulting fees. Amounts paid to the Company’s Executive Chairman in 2020 
have been re-classified to Consulting fees from Salaries and benefits for comparative purposes.   
 
The following amounts are outstanding as at December 31, 2020 and 2021, and are included in accounts 
payable and accrued liabilities above. 
 

 

  
As at December 

31, 2021 
As at December 31, 

2020 
Salaries and benefits payable  $ 434  $ 432 
Director fees payable  -   115 
Termination benefits payable – current  125   123 
Termination benefits payable – non-current  -   171 
 $ 559  $ 841 

 

ACCOUNTING CHANGES AND CRITICAL ESTIMATES 

Estimates and judgments 

The preparation of consolidated financial statements in accordance with IFRS requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues 
and expenses during the year. Actual outcomes could differ from these estimates. These consolidated financial 
statements include estimates which, by their nature, are uncertain. The impacts of such estimates are pervasive 
throughout the financial statements and may require accounting adjustments. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised and future years if the revision affects 
both current and future years.  

These estimates are based on historical experience, current and future economic conditions and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. 

Significant assumptions and judgments about the future and other sources of estimation uncertainty that 
management has made at the end of the reporting period, which could result in a material adjustment to the 
carrying amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate 
to the following areas: 

 Estimated mineral resources; 
 Revenue recognition 
 Capitalization of costs 
 Reclamation and remediation provision; 
 Impairment; 
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 Fair value measurement  
 Determination of useful life of assets for depreciation purposes; 
 Share-based compensation;  
 Taxation; and 
 Determination of commercial production 

See note 3 of our 2021 annual audited consolidated financial statements for a detailed discussion of these 
accounting estimates and judgments. 

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER FINANCIAL 
REPORTING  

The Company’s management, under the supervision of the Chief Executive Officer ("CEO") and Chief Financial 
Officer ("CFO"), have designed disclosure controls and procedures ("DC&P") and internal control over financial 
reporting ("ICFR"), as defined in National Instrument 52-109, Certification of Disclosure in Issuers’ Annual and 
Interim Filings, based on the 2013 control framework developed by the Committee of Sponsoring Organizations 
of the Treadway Commission.  

The DC&P have been designed to provide reasonable assurance that material information relating to the 
Company is made known to the CEO and CFO, particularly during the period in which the interim filings are 
prepared and the information required to be disclosed by the Company in its annual filings, interim filings or 
other reports filed or submitted by it under securities legislation is recorded, processed, summarized and 
reported within the time periods specified. The ICFR has been designed to provide reasonable assurance 
regarding the reliability of financial reporting for external purposes in accordance with international financial 
reporting standards. Due to the inherent limitations associated with any such controls and procedures, 
management recognizes that, no matter how well designed, they may not prevent or detect misstatements on 
a timely basis. 

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING  

NI 52-109 also requires Canadian public companies to disclose any changes in ICFR during the most recent 
fiscal quarter that has materially affected, or is reasonably likely to materially affect, ICFR. No material changes 
were made to internal controls in the year ended December 31, 2021. 

NOTES TO READER 

Cautionary note regarding forward-looking information 

Certain information contained in this document constitutes forward-looking statements. All statements, other 
than statements of historical facts, are forward looking statements, including but not limited to the nature and 
extent of future exploration and testing at ESM; that there is potential for significant resource expansion which 
is expected to support production growth; that other historic mines and new targets within the district will be 
a focus for Titan’s exploration team; that increased productivities and improved operating costs are expected 
to continue into 2022 and have better positioned the mine for future success; submitted the permit application 
for open pit mining at the #2 mine in anticipation of start of mining activities in 2022; that a third special 
dividend of C$0.01 per share is expected to be paid in the second quarter of 2022; that open pit extraction at 
Hoist House, Turnpike and Pumphouse are expected to begin in 2022; ; that near-mine Hoist House, Turnpike 
and Pumphouse potential open pits will guide Titan’s capital investment decisions for the underground and 
open pit projects at ESM; potential amendments required for permits; expected timing for permit issuance; that 
the Company will require additional funding in the next twelve months; and that the Company expects that it 
will continue to obtain funding through similar or other means depending on market conditions and other 
relevant factors at the time.  Forward-looking statements are often, but not always, identified by the use of 
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words such as may, will, seek, anticipate, believe, plan, estimate, budget, schedule, forecast, project, expect, 
intend, or similar expressions.  
 
The forward-looking statements are based on a number of assumptions which, while considered reasonable by 
the Company, are subject to risks and uncertainties. The Company cautions readers that forward-looking 
statements involve and are subject to known and unknown risks, uncertainties and other factors which may 
cause actual results, performance or achievements to differ materially from those expressed in or implied by 
such forward looking statements and forward-looking statements are not guarantees of future results, 
performance or achievement. The Company has made assumptions based on or related to many of these risks, 
uncertainties and factors. These risks, uncertainties and factors include general business, economic, 
competitive, political, regulatory and social uncertainties; actual results of exploration activities and economic 
evaluations; fluctuations in currency exchange rates; changes in project parameters; changes in costs, including 
labour, infrastructure, operating and production costs; future prices of zinc and other minerals; variations of 
mineral grade or recovery rates; operating or technical difficulties in connection with exploration, development 
or mining activities, including the failure of plant, equipment or processes to operate as anticipated; delays in 
completion of exploration, development or construction activities; changes in government legislation and 
regulation; the ability to maintain and renew existing licenses and permits or obtain required licenses and 
permits in a timely manner; the ability to obtain financing on acceptable terms in a timely manner; contests 
over title to properties; employee relations and shortages of skilled personnel and contractors; the speculative 
nature of, and the risks involved in, the exploration, development and mining business; and the factors 
discussed in the section entitled "Risks Factors" in the Company’s most recent annual information form filed 
on SEDAR. 

Although the Company has attempted to identify important risks, uncertainties and other factors that could 
cause actual performance, achievements, actions, events, results or conditions to differ materially from those 
expressed in or implied by the forward-looking information, there may be other risks, uncertainties and other 
factors that cause performance, achievements, actions, events, results or conditions to differ from those 
anticipated, estimated or intended. Unless otherwise indicated, forward-looking statements contained herein 
are as of the date hereof and the Company disclaims any obligation to update any forward-looking statements, 
whether as a result of new information, future events or results or otherwise, except as required by applicable 
law. 

Risk Factors 

The Company’s activities and related results are subject to a number of different risks at any given time. 
Exploration and development of mineral resources involves a high degree of risk. A summary of the Company’s 
financial instruments risk exposure is provided in the Financial Instruments section of the Company’s 2021 
Annual Financial Statements. The following are additional risk factors which the Company’s management 
believes are most important in the context of the Company’s business. It should be noted that this list is not 
fully comprehensive and that other risk factors may apply.  

The Company has a limited operating history 

The Company has a limited operating history upon which an evaluation of the Company, its current business 
and its prospects can be based. Further, its sole production mineral property, ESM’s #4 mine, was on care and 
maintenance since 2008 until recommencing operations in 2017. If the Company is unable to generate 
significant revenues from ESM’s #4 mine, it will not be able to earn profits or continue operations. There can 
be no assurance that the Company will be successful in ever achieving profitable operations. The Company has 
a limited operating history from which its business and prospects can be evaluated, and forecasts of any 
potential growth of the business of the Company are difficult to evaluate. The Company’s prospects must be 
considered in light of the risks, expenses and difficulties frequently encountered by single asset companies in 
the early stages of development, including under-capitalization, cash shortages, limitations with respect to 
personnel, financial and other resources, and lack of revenues. 
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Dependence on ESM’s #4 mine 

The only mineral producing property the Company has is the ESM #4 mine. Because ESM’s #4 mine has a 
limited life based on mineral resource estimates, now that the Company has re-commenced production at ESM’s 
#4 mine, the Company will be required to replace and expand its mineral resources. In the absence of additional 
producing mineral projects, the Company will be solely dependent upon ESM’s #4 mine for its revenue and 
profits, if any, and the Company’s ability to maintain or increase its annual production will be dependent in 
significant part on its ability to expand its mineral resource base at ESM’s #4 mine and increase throughput at 
ESM’s #4 mine mill above its initially targeted rate. 

Limited Supplies, Supply Chain Disruptions, and Inflation 

Our operations require skilled personnel and a supply of other resources, such as natural gas, diesel, oil and 
electricity. Supply may be interrupted due to a shortage or the scarce nature of inputs. Supply might also be 
interrupted due to transportation and logistics associated government restrictions or regulations which delay 
importation of necessary items. COVID-19 has had a significant impact on global supply chains, which has 
impacted our ability to source supplies required for our operations and has increased the costs of those 
supplies. Global supply chains have been further strained by the current conflict between Russia and the 
Ukraine and could be strained further by any exacerbation of this conflict. Any interruptions to the 
procurement and supply of resources, or the availability of skilled personnel, as well as increasing rates of 
inflation, could have an adverse impact on our future cash flows, earnings, results of operations, and financial 
condition. 

There may be requirements for additional capital in the future 

Any future mining, production, processing, development and exploration by the Company may require 
substantial additional financing, including capital for the continuation or expansion of mining operations at 
ESM’s #4 mine. Failure to obtain sufficient financing may result in delaying or indefinite postponement of the 
Company’s business plans. There can be no assurance that additional capital or other types of financing will be 
available if needed or that, if available, the terms of such financing will be favourable to the Company. This 
uncertainty casts doubt about the Company’s ability to continue as a going concern. 

Financial leverage and restrictive covenants may restrict our current and future operations 

The Company and its subsidiaries have agreed to various restrictive covenants with its lenders under its 
existing loan agreements, including to maintain certain interest coverage and total leverage ratios, make 
payments of interest and principal when due, to conduct its operations subject to certain restrictions and to 
comply with restrictions governing current and future indebtedness. 

These restrictions prohibit or limit the Company’s and its subsidiaries’ ability to, among other things, incur 
additional debt, provide guarantees for indebtedness, create liens, dispose of assets, liquidate, dissolve, wind 
up, or assign or surrender a material contract. These restrictions may restrict the Company’s ability to refinance 
its existing indebtedness. If the Company defaults in respect of its obligations under any of its loan agreements, 
including without limitation servicing existing indebtedness, or if it is unable to refinance any such 
indebtedness, its lenders may be entitled to demand repayment and enforce their security against certain 
assets.  

If there is any event of default under any of these agreements, the principal amount owing, plus accrued and 
unpaid interest, may be declared immediately due and payable. If such an event occurs, or if any extended 
default under such agreements is ongoing, it could have a material negative impact on the Company financially.  

In addition, the degree to which the Company and its subsidiaries are leveraged could have important 
consequences to shareholders, including: (i) the Company’s ability to obtain additional financing for working 
capital, capital expenditures, acquisitions or other project developments in the future may be limited; (ii) a 
significant portion of the Company’s cash flows from operations may be dedicated to the payment of the 
principal and interest on their indebtedness, thereby reducing funds available for future operations and 
flexibility to take advantage of business opportunities; (iii) the Company may be unable to refinance its existing 
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indebtedness on terms favourable to the Company, if at all, and the consequences arising therefrom; and (iv) 
the Company may be more vulnerable to economic downturns and be limited in its ability to withstand 
competitive pressures. The inability to meet these debt covenants or obtain lenders’ consent to carry out 
restricted activities could materially and adversely affect the business and results of operations of the 
Company. 

Ramping up mining operations 

Titan declared commercial production on January 1, 2020. However, several risks remain while the Company 
ramps up commercial production including: (i) Titan may encounter unforeseen obstacles or costs in operating 
the mine, some of which may be material and could cause Titan’s estimates of time and costs to ramp up 
production to be significantly understated, (ii) certain lower levels of the mine are considered unsafe, (iii) some 
equipment may be more unreliable as operations ramp-up, and (iv) production rates and ore grades may not 
be as predicted. Any of these factors may adversely affect Titan’s ability to ramp up commercial production and 
could place Titan in a position where it has insufficient cash resources to continue mining operations, or which 
could result in mining operations being uneconomic. 

The Company’s current production projections and cost estimates for ESM’s #4 mine may prove to be inaccurate 

A reduction in the amount of, or a change in the timing of, the zinc production as compared to the Company’s 
current projections for ESM’s #4 mine may have a material adverse impact on the Company’s anticipated future 
cash flows. The actual effect of such a reduction of the Company’s cash flow from operations would depend on 
the quantity and timing of any such changes in production and on actual prices and costs. A change in the timing 
of these projected cash flows due to production shortfalls or labour disruptions would result in delays in receipt 
of such cash flows and in using such cash to fund operating activities and, as applicable, reduce debt levels or 
fund capital expenditures. This could result in the Company being required to raise additional equity capital or 
incur additional indebtedness to finance capital expenditures in the future. 

The level of production and capital and operating cost estimates which are used for determining and obtaining 
financing and other purposes are based on certain assumptions and are subject to considerable uncertainties. 
Actual results of operations at ESM’s #4 mine are likely to differ from the Company’s current estimates, and 
these differences may be significant. Moreover, experience from actual mining or processing operations may 
identify new or unexpected conditions that could decrease production below, and/or increase capital and/or 
operating costs above, the current estimates. If actual results are less favourable than the Company currently 
estimates, the Company’s business, results from operations, financial condition and liquidity could be 
materially adversely affected. 

Profitability of the Company 

There can be no assurance that the Company’s business and strategy will enable it to become profitable or 
sustain profitability in future periods. The Company’s future operating results will depend on various factors, 
many of which are beyond the Company’s direct control, including the Company’s ability to develop its mining 
projects and commercialize its mineral resources, its ability to control its costs, the demand and price for zinc 
and general economic conditions. If the Company is unable to generate profits in the future, the market price 
of the Common Shares could decline. 

Mining is inherently risky and subject to conditions or events beyond the Company’s control 

The development and operation of a mine or mine property is inherently dangerous and involves many risks 
that the Company may not be able to overcome, including: 

 unusual or unexpected geological formations; 
 metallurgical and other processing problems; 
 metal losses; 
 environmental hazards; 
 power outages; 
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 labour disruptions; 
 industrial accidents; 
 periodic interruptions due to inclement or hazardous weather conditions; 
 flooding, explosions, fire, rockfalls, rockbursts, cave-ins and landslides; 
 ground or soil conditions including seismic activity; 
 mechanical equipment and facility performance problems; 
 poor ventilation in all or part of ESM; and 
 the availability of materials and equipment. 

These risks could result in damage to, or destruction of, mineral properties, production facilities or other 
properties, personal injury or death, including to the Company’s employees, environmental damage, delays in 
mining, increased production costs, asset write downs, monetary losses and legal liability. The Company may 
not be able to obtain insurance to cover these risks at economically feasible premiums, or at all, or it may choose 
not to insure against these risks. Insurance against certain environmental risks, including potential liability for 
pollution and other hazards as a result of the disposal of waste products occurring from production, is not 
generally available to companies in the mining industry. The Company may suffer a material adverse effect on 
its business if the Company incurs losses related to any significant events that are not covered by the Company’s 
insurance policies.  

Mineral resource calculations are only estimates based on interpretation and assumptions 

Any figures presented for mineral resources will only be estimates. There is a degree of uncertainty attributable 
to the calculation of mineral resources. Until mineralized material is actually mined and processed, the quantity 
of metal and grades must be considered as estimates only and no assurances can be given that the indicated 
levels of metals will be recovered. In making determinations about whether to advance any of its projects to 
development, the Company must rely upon such estimated calculations as to the mineral resources and grades 
of mineralization on its properties. 

The estimation of mineral resources is a subjective process that relies on the judgment of the persons preparing 
the estimates. The process relies on the quantity and quality of available data and is based on knowledge, mining 
experience, analysis of drilling results and industry practices. Estimates made at a given time may significantly 
change when new information becomes available. By their nature, mineral resource estimates are imprecise 
and depend, to a certain extent, upon analysis of drilling results and statistical inferences that may ultimately 
prove to be inaccurate. 

Estimated mineral resources may have to be recalculated based on changes in mineral prices, further 
exploration or development activity or actual production experience. This could materially and adversely affect 
estimates of the volume or grade of mineralization, estimated recovery rates or other important factors that 
influence mineral resource estimates. The extent to which mineral resources may ultimately be reclassified as 
mineral reserves is dependent upon the demonstration of their profitable recovery. Any material changes in 
mineral resource estimates and grades of mineralization will affect the economic viability of placing a property 
into production and a property’s return on capital.  The Company cannot provide assurance that mineralization 
can be mined and processed profitably. 

The Company’s mineral resource estimates have been determined and valued based on assumed future prices, 
cut-off grades and operating costs that may prove to be inaccurate. Extended declines in market price for zinc 
may render portions of the Company’s mineralization uneconomic and result in a reduction in reported mineral 
resources, which in turn could have a material adverse effect on the Company’s results of operations, financial 
condition or the market price of the Common Shares. The Company cannot provide assurance that mineral 
recovery rates achieved in small scale tests will be duplicated in large scale tests under on-site conditions or in 
production scale. In addition, if the Company’s projects produce concentrate for which there is no market, this 
may have an impact on the economic model for ESM. 
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Production based on mineral resources 

The Company based its production decision on the results of a preliminary economic assessment and not on a 
feasibility study of mineral reserves demonstrating economic and technical viability, and as a result there is 
increased uncertainty and there are multiple technical and economic risks of failure which are associated with 
this production decision. These risks, among others, include areas that would be analysed in more detail in a 
feasibility study, such as applying deeper economic analysis to mineral reserves and mineral resources, more 
detailed metallurgy and a number of specialized studies in areas such as mining and recovery methods, market 
analysis, and environmental and community impacts. 

Uncertainty exists related to inferred mineral resources 

There is a risk that inferred mineral resources referred to in the ESM Technical Report cannot be converted 
into measured or indicated mineral resources as there may be limited ability to assess geological continuity. 
Due to the uncertainty related to inferred mineral resources, there is no assurance that inferred mineral 
resources will be upgraded to mineral resources with sufficient geological continuity to constitute mineral 
reserves as a result of continued exploration and economic evaluation. 

Title 

There is no guarantee that the Company’s title to its properties will not be challenged or impugned. The 
Company’s claims may be subject to prior unregistered agreements or transfers and title may be affected by 
unidentified or unknown defects. If title to the Company’s properties is disputed, it may result in the Company 
paying substantial costs to settle the dispute or clear title and could result in the loss of the property, which 
events may affect the economic viability of the Company.  

Fluctuations in demand for, and prices of, zinc 

As the Company’s sole source of revenue is the sale of zinc in separated and/or mixed form, changes in demand 
for, and the market price of, zinc are expected to have a significant effect on the Company’s revenues and results 
of operations. The value and price of the Common Shares and the Company’s financial results may be 
significantly adversely affected by declines in the prices of zinc. The price of zinc is influenced by many factors 
beyond the control of the Company. The level of interest rates, the rate of inflation, global and regional 
consumption patterns, the world supply of and demand for zinc, including zinc’s intermediate and end product 
uses, market behaviour of current supply sources for zinc and the variation in exchange rates can all cause 
significant fluctuations in prices of zinc. Such external economic factors are in turn influenced by changes in 
international investment patterns, monetary systems and political developments. The effect of these factors 
cannot be accurately predicted. The price of zinc and mineral commodities more generally has fluctuated 
widely in the past decade and future declines in the price of zinc received could cause commercial production 
to become uneconomic, thereby having a material adverse effect on the Company’s business and financial 
condition and the value and price of the Common Shares. ESM’s #4 mine was closed and placed on care and 
maintenance in the fall of 2008 in the face of a general economic turndown and resulting fall in zinc prices. The 
Company’s results of operations will also be heavily dependent on the costs of consumables, particularly fuel, 
energy, chemical reagents and other products which may be required to be used in future exploration, 
development, mining and treatment operations. 

A prolonged or significant economic contraction worldwide could put further downward pressure on market 
prices of zinc. Protracted periods of low prices for zinc could significantly reduce revenues and the availability 
of required development funds in the future. This could impair asset values and reduce the Company’s mineral 
resources. 

In contrast, extended periods of high commodity prices may create economic dislocations that may be 
destabilizing to supply and demand of zinc and ultimately to the broader markets. Strong prices for zinc may 
create economic pressure to identify or create alternate technologies using substitutes for zinc that ultimately 
could depress future long-term demand for zinc, and at the same time may incentivize development of 
otherwise marginal mining properties that would compete with the Company. 
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The Company may experience difficulty attracting and retaining qualified management and employees to sustain 
and grow its business 

The Company is dependent on the services of key executives and its skilled employees to advance its corporate 
objectives and to identify new opportunities for growth and funding. The loss of any executive of the 
Company and the Company’s inability to attract and retain a  suitable replacement, or additional highly 
skilled employees required for the Company’s activities, would have a material adverse effect on the Company’s 
business and financial condition.  

Competition 

The Company competes with other mining companies, many of which are better capitalized, have greater 
financial resources, operational experience and technical capabilities or are further advanced in their 
development or are significantly larger and have access to mineral reserves, for the acquisition of mineral 
claims, leases and other mineral interests as well as for the recruitment and retention of qualified employees 
and other personnel. If the Company requires and is unsuccessful in acquiring additional mineral properties or 
qualified personnel, the Company will not be able to grow at the rate it desires, or at all. 

Significant governmental regulations 

The Company’s mining activities are subject to extensive federal, state and local laws, regulations and policies 
governing various matters, including: 

 environmental protection, including regulations with respect to processing concentrates; 
 the management and use of toxic substances and explosives; 
 the management of natural resources and land; 
 the exploration of mineral properties; 
 exports; 
 price controls; 
 taxation and mining royalties; 
 labour standards and occupational health and safety, including mine safety; and 
 historic and cultural preservation. 

Failure to comply with applicable laws and regulations may result in civil or criminal fines or penalties or 
enforcement actions, including orders issued by regulatory or judicial authorities enjoining or curtailing 
operations or requiring corrective measures, installation of additional equipment or remedial actions, any of 
which could result in significant expenditures. The Company may also be required to compensate private 
parties suffering loss or damage by reason of a breach of such laws, regulations or permitting requirements. It 
is also possible that future laws and regulations, or more stringent enforcement of current laws and regulations 
by governmental authorities, could cause the Company to incur additional expenses or capital expenditure 
restrictions, or suspensions of the Company’s activities and delays in the exploration and development of its 
properties. 

Market events and general economic conditions 

Adverse events in global financial markets can have profound impacts on the global economy. Many industries, 
including the zinc mining industry, are affected by these market conditions. Some of the key effects of the 
financial market turmoil experienced over the past decade include contraction in credit markets resulting in a 
spread of credit risk, devaluations, high volatility in global equity, commodity, foreign exchange and precious 
metal markets, and a lack of market liquidity. A continued or worsened slowdown in the financial markets or 
other economic conditions, including but not limited to, consumer spending, employment rates, business 
conditions, inflation, fuel and energy costs, consumer debt levels, lack of available credit, the state of the 
financial markets, interest rates and tax rates, may adversely affect the Company’s growth and profitability, 
financial liabilities and results of operations. 

 



TITAN MINING CORPORATION 
Management’s Discussion and Analysis 
(In thousands of US Dollars, unless otherwise indicated) 
 

Page 27 
 

Environmental laws and regulations 

All of the Company’s exploration, development and production activities are subject to regulation by 
governmental agencies under various environmental laws. These laws address emissions into the air, 
discharges into water, management of waste, management of hazardous substances, protection of natural 
resources, antiquities and endangered species and reclamation of lands disturbed by mining operations. 
Environmental legislation is evolving and the general trend has been towards stricter standards and 
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments of 
proposed projects and increasing responsibility for companies and their officers, directors and employees. 
Compliance with environmental laws and regulations may require significant capital outlays on the Company’s 
behalf and may cause material changes or delays in the Company’s intended activities. Future changes in these 
laws or regulations could have a significant adverse impact on some portion of the Company’s business, 
requiring the Company to re-evaluate those activities at that time. Non-compliance thereof may result in 
significant penalties, fines and/or sanctions imposed on the Company by the relevant environmental regulatory 
authority resulting in a material adverse effect on the Company’s reputation and results of its operations. 

Threat of legal proceedings 

Due to the nature of its business, the Company may be subject to numerous regulatory investigations, civil 
claims, lawsuits and other proceedings in the ordinary course of its business. The results of these legal 
proceedings cannot be predicted with certainty due to the uncertainty inherent in litigation, the difficulty of 
predicting decisions of regulators, judges and juries and the possibility that decisions may be reversed on 
appeal. The Company’s efforts to respond to the legal proceedings could result in a diversion of management 
time and attention from revenue-generating activities. There can be no assurances that these matters will not 
have a material adverse effect on the Company’s business. See “Title”, above and “Legal Proceedings”. 

Rights, concessions and permits 

The Company’s current and anticipated future operations, including further exploration, development and 
production on its mineral properties, including ESM’s #4 mine, require concessions and permits from various 
governmental authorities. 

In addition, permitting related to the potential open pits at Hoist House, Turnpike and Pumphouse will 
require a modification to the Mine Land Use Plan and mine permit.  Additionally, areas subject to disturbance 
of reclaimed lands that have been released from bonding may require the modification to be reviewed under 
the State Environmental Quality Review Act, which could affect timing of permit issuance.  Further 
amendments of the Water Withdrawal and Stormwater Pollution Discharge Elimination System permits may 
be required subject to further review of the Company’s existing allowances under such permits.  

Obtaining or renewing governmental concessions and permits is a complex and time-consuming process. The 
duration and success of efforts to obtain and renew permits are contingent upon many variables not within the 
Company’s control. The Company cannot provide assurance that all rights, concessions and permits that it 
requires for its operations will be obtainable or renewable on reasonable terms, or at all. Delays or a failure to 
obtain or renew such required concessions and permits, or the expiry, revocation or failure to comply with the 
terms of any such concessions and permits that the Company has obtained, would adversely affect the 
Company’s business. 

Social and environmental activism can have a negative effect on exploration, development and mining activities 

There is an increasing level of public concern relating to the effects of mining on the natural landscape, on 
communities and on the environment. Certain non-governmental organizations, public interest groups and 
reporting organizations (“NGOs”) who oppose resource development can be vocal critics of the mining 
industry. In addition, there have been many instances in which local community groups have opposed resource 
extraction activities, which have resulted in disruption and delays to the relevant operation. Local communities 
in St. Lawrence County, NGOs or local community organizations could direct adverse publicity and/or disrupt 
the operations of the Company in respect of ESM or another of the Company’s properties, regardless of its 
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successful compliance with social and environmental best practices, due to political factors, activities of 
unrelated third parties on lands in which the Company has an interest or the Company’s operations specifically. 
Any such actions and the resulting media coverage could have an adverse effect on the reputation and financial 
condition of the Company or its relationships with the communities in which it operates, which could have a 
material adverse effect on the Company’s business, financial condition, results of operations, cash flows or 
prospects. 

Land reclamation requirements for the Company’s properties may be burdensome 

Land reclamation requirements are generally imposed on companies with mining operations or mineral 
exploration companies in order to minimize long term effects of land disturbance. Reclamation may include 
requirements to: 

 control dispersion of potentially deleterious effluents; and 
 reasonably re-establish pre-disturbance land forms and vegetation. 

In order to carry out reclamation obligations imposed on the Company in connection with exploration, 
development and production activities, the Company must allocate financial resources that might otherwise be 
spent on exploration and contemplated development programs. If the Company is required to carry out 
unanticipated reclamation work or provide security for further reclamation work, the Company’s financial 
position could be adversely affected. 

Tailings management facility and environmental reclamation 

The embankment for the tailings management facility (“TMF”) at ESM’s #4 mine will need to be raised to fully 
contain the estimated tonnage for ESM’s#4 mine as set out in the current mine plan.  The Company is not certain 
how the native surface of the TMF was prepared, what design features were included, what sub-surface 
conditions existed prior to construction or the material properties of the fill used for construction. If the 
Company is unable to complete the embankment raise at the TMF, or if the TMF were to subsequently breach, 
the Company would be required to delay or cease operations at ESM’s #4 mine for a significant period of time. 
This may also necessitate extensive response and rehabilitation activities. The Company may not receive 
approvals and consents necessary to proceed with the remaining rehabilitation plans in a timely manner. The 
Company cannot anticipate the timing and amount of the costs and the liabilities relating to any such TMF 
failure, or whether such failure would result in the Company being subject to regulatory charges or claims, fines 
and penalties or the potential quantum thereof.  

Insurance 

ESM’s #4 mine is subject to numerous risks and hazards. Such risks could result in personal injury, 
environmental damage, damage to and destruction of the facilities, delays in production and liability. For some 
of these risks, the Company maintains insurance to protect against these losses at levels consistent with 
industry practice. However, the Company may choose not to insure certain risks or may not be able to maintain 
current or desired levels of insurance coverage, particularly if there is a significant increase in the cost of 
premiums. The Company’s current policies may not cover all losses and the Company currently does not have 
specific coverage for environmental risk. Moreover, in the event that the Company is unable to fully pay for the 
cost of remedying damages, particularly environmental problems, the Company might be required to suspend or 
significantly curtail its activities or enter into other interim compliance measures. 

Health & safety 

Mining, like many other extractive natural resource industries, is subject to potential risks and liabilities due 
to accidents that could result in serious injury or death. The impact of such accidents could affect the 
profitability of the operations, cause an interruption to operations, lead to a loss of licenses, affect the 
reputation of the Company and its ability to obtain further licenses, damage community relations and reduce 
the perceived appeal of the Company as an employer. 
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There is no assurance that the Company has been or will at all times be in full compliance with all laws and 
regulations or hold, and be in full compliance with, all required health and safety permits. The potential costs 
and delays associated with compliance with such laws, regulations and permits could prevent the Company 
from proceeding with the development of a project or the operation or further development of a project, and 
any non-compliance therewith may adversely affect the Company’s business, financial condition and results of 
operations. 

Amendments to current laws, regulations and permits governing operations and activities of mining 
companies, or more stringent implementation thereof, could have a material adverse impact on the Company 
and cause increases in exploration expenses, capital expenditures or production costs, reduction in levels of 
production at producing properties, or abandonment or delays in development of new mining properties. 

The Company is dependent on information technology systems 

The Company’s operations depend, in part, upon information technology systems. The Company’s information 
technology systems are subject to disruption, damage or failure from a number of sources, including, but not 
limited to, computer viruses, security breaches, natural disasters, power loss and defects in design. Although to 
date the Company has not experienced any material losses relating to information technology system 
disruptions, damage or failure, there can be no assurance that it will not incur such losses in future. Any of these 
and other events could result in information technology systems failures, operational delays, production 
downtimes, destruction or corruption of data, security breaches or other manipulation or improper use of the 
Company’s systems and networks, any of which may result in a material adverse effect on the Company’s 
business, financial condition, results of operations, cash flows or prospects. 

Fixed zinc pricing arrangementsThe Company has entered into fixed zinc pricing arrangements in 
respect of a material amount of its forecasted zinc production. The use of these arrangements involves 
certain inherent risks including the risk of default on amounts owing to the Company by the 
counterparties with which the Company has entered into such transactions. In the event that such any 
such risks materialize, the Company’s future cash flows, profitability, results of operations and financial 
condition could be materially and adversely affected.Conflicts of Interest 

Certain of the Company’s directors also serve or may serve as directors or officers of, or have significant 
shareholdings in, other companies involved in natural resource exploration, development and production or 
mining-related activities, including in other companies involved in the exploration, development and 
production of zinc. To the extent that such other companies may participate in ventures in which the Company 
may participate, or in ventures which the Company may seek to participate in, the Company’s directors and 
officers may have a conflict of interest in negotiating and concluding terms respecting the extent of such 
participation. In all cases where the Company’s directors and officers have an interest in other companies, such 
other companies may also compete with the Company for the acquisition of mineral property investments. Such 
conflicts of the Company’s directors and officers may result in a material and adverse effect on the Company’s 
profitability, results of operation and financial condition. As a result of these conflicts of interest, the Company 
may miss the opportunity to participate in certain transactions, which may have a material adverse effect on 
the Company’s financial position.  

Risks inherent in acquisitions 

The Company may actively pursue the acquisition of exploration, development and production assets 
consistent with its acquisition and growth strategy. From time to time, the Company may also acquire securities 
of or other interests in companies with respect to which it may enter into acquisitions or other transactions. 
Acquisition transactions involve inherent risks, including but not limited to: 

 accurately assessing the value, strengths, weaknesses, contingent and other liabilities and     potential 
profitability of acquisition candidates; 

 ability to achieve identified and anticipated operating and financial synergies; 
 unanticipated costs; 
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 diversion of management’s attention from existing business; 
 potential loss of the Company’s key employees or key employees of any business acquired; 
 unanticipated changes in business, industry or general economic conditions that affect the 

assumptions underlying the acquisition; and 
 decline in the value of acquired properties, companies or securities. 

Any one or more of these factors or other risks could cause the Company not to realize the anticipated benefits 
of an acquisition of properties or companies, and could have a material adverse effect on its financial condition. 

Labour and employment retention relations 

Production at ESM’s #4 mine will be dependent upon the ability of the Company to hire qualified employees 
and to maintain good relations with its employees. In addition, relations between the Company and its 
employees may be impacted by changes in the scheme of labour relations which may be introduced by the 
relevant governmental authorities in the United States. Adverse changes in such legislation or in the 
relationship between the Company and its employees or the ability to attract employees to ESM’s #4 mine may 
have a negative impact on the Company’s business, results of operations and financial condition. 

Anti-corruption and bribery regulation, including the Canadian Extractive Sector Transparency Measures Act 
(“ESTMA”) reporting 

The Company is required to comply with anti-corruption and anti-bribery laws in Canada and the United States. 
In recent years, there has been a general increase in both the frequency of enforcement and the severity of 
penalties under such laws, resulting in greater scrutiny and punishment of companies convicted of violating 
anti-corruption and anti-bribery laws. Furthermore, a company may be found liable for violations by not only 
its employees, but also by its contractors and third-party agents. Although the Company has adopted a Code of 
Conduct that addresses these matters, no assurance can be given that the Company, or its employees, 
contractors or third-party agents will comply strictly with such laws. If the Company is the subject of an 
enforcement action or in violation of such laws, it may result in significant penalties, fines and/or sanctions 
imposed on the Company resulting in a material adverse effect on the Company’s reputation and results of its 
operations. 

In addition, ESTMA requires public disclosure of payments to governments by mining and oil and gas 
companies engaged in the commercial development of oil, gas and minerals who are either publicly listed in 
Canada or with business or assets in Canada. Mandatory annual reporting is required for extractive companies 
with respect to payments made to foreign and domestic governments at all levels, including entities established 
by two or more governments, and including aboriginal groups. ESTMA requires reporting on the payments of 
any taxes, royalties, fees, production entitlements, bonuses, dividends, infrastructure improvement payments, 
and any other prescribed payment over Cdn$100,000. Failure to report, false reporting or structuring payments 
to avoid reporting may result in fines of up to Cdn$250,000 (which may be concurrent). The Company 
commenced reporting in 2017. If the Company finds itself subject to an enforcement action or in violation of 
ESTMA, this may result in significant penalties, fines and/or sanctions imposed on the Company resulting in a 
material adverse effect on its reputation. 

Infrastructure 

Mining, processing, development and exploration activities depend on the availability of adequate 
infrastructure. Reliable roads, bridges and power sources are important factors that affect capital and 
operating costs. Sabotage, government or other interference in the maintenance or provision of such 
infrastructure could adversely affect the Company’s operations, financial condition and results of operations. 

Enforceability of judgments 

A director of the Company resides outside of Canada. As a result, holders of Common Shares may not be able to 
effect service of process within Canada to such director or such expert, or to enforce Canadian court judgments 
obtained against such director in jurisdictions outside of Canada, including those predicated upon the civil 
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liability provisions of applicable Canadian securities laws. Furthermore, it may be difficult for the holders of 
Common Shares to enforce, in original actions brought in courts in jurisdictions outside of Canada, liabilities 
predicated upon Canadian securities laws. 

Global Outbreaks and Coronavirus  

The Company’s business could be significantly adversely affected by the effects of any widespread global 
outbreak of contagious disease. A significant outbreak of contagious diseases in the human population could 
result in a widespread health crisis that could adversely affect the economies and financial markets of many 
countries, resulting in an economic downtown that could affect demand for the Company’s products and likely 
impact operating results. In particular, the recent outbreak of the novel coronavirus (“COVID-19”) has had a 
negative impact on the Company’s business and global financial conditions. The Company cannot accurately 
predict the impact COVID-19 will have on the Company to obtain financing or third parties’ ability to meet their 
obligations with the Company, including due to uncertainties relating to the ultimate geographic spread of the 
virus, the severity of the disease, the duration of the outbreak, and the length of travel and quarantine 
restrictions imposed by governments of affected countries.  In the event that the prevalence of the coronavirus 
continues to increase (or fears in respect of the coronavirus continue to increase), governments may increase 
regulations and restrictions regarding the flow of labour that could cause a near term reduction in available 
work force and negatively impact the Company’s ability to maintain production at current levels  (in particular 
OSHA’s COVID-19 Vaccination & Testing Emergency Temporary Standard that requires the development, 
implementation, and enforcement of a mandatory COVID-19 vaccination policy, with an exception for 
employers that instead adopt a policy requiring employees to either get vaccinated or elect to undergo regular 
COVID-19 testing and wear a face covering at work in lieu of vaccination),  or products, and travel bans, and the 
Company’s operations, suppliers, customers and distribution channels, and ability to advance its projects, could 
be adversely affected. In particular, should any employees or consultants of the Company become infected with 
COVID-19 or similar pathogens, it could have a material negative impact on the Company’s operations and 
prospects.  

Qualified Person 

The technical and scientific information in this MD&A has been reviewed and approved by Donald R. Taylor, 
MSc., PG, President and Chief Executive Officer of the Company, a qualified person for the purposes of NI 43-
101. Mr. Taylor has more than 25 years of mineral exploration and mining experience and is a Registered 
Professional Geologist through the SME (registered member #4029597). 

For additional information, please see the technical report titled “Empire State Mines 2021 NI 43-101 Technical 
Report” (Amended) with an effective date of February 24, 2021, filed on SEDAR at www.sedar.com. 

Non-GAAP performance measures  

This document includes non-GAAP performance measures, discussed below, that do not have a standardized 
meaning prescribed by IFRS. The performance measures may not be comparable to similar measures reported 
by other issuers. The Company believes that these performance measures are commonly used by certain 
investors, in conjunction with conventional GAAP measures, to enhance their understanding of the Company's 
performance. The Company uses these performance measures extensively in internal decision-making 
processes, including to assess how well the Empire State Mine is performing and to assist in the assessment of 
the overall efficiency and effectiveness of the mine site management team. The table below provides a 
reconciliation of these non-GAAP measures to the most directly comparable IFRS measures as contained within 
the Company's issued financial statements.  
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C1 cash cost per payable pound sold  

C1 cash cost per payable pound sold is a non-GAAP measure. C1 cash cost represents the cash cost incurred at 
each processing stage, from mining through to recoverable metal delivered to customers, including mine site 
operating and general and administrative costs, freight, treatment and refining charges.  

The C1 cash cost per payable pound sold is calculated by dividing the total C1 cash costs by payable pounds of 
metal sold.  

 

All-In Sustaining Cost (AISC)  

This measures the estimated cash costs to produce a pound of payable zinc plus the estimated capital sustaining 
costs to maintain the mine and mill. This measure includes the C1 cash cost per pound and capital sustaining 
costs divided by pounds of payable zinc sold. All-In Sustaining Cost per payable pound of zinc sold which does 
not include depreciation, depletion, amortization, reclamation and exploration expenses. 

 

Sustaining capital expenditures 

 

Sustaining capital expenditures are defined as those expenditures which do not increase payable mineral 
production at a mine site and excludes all expenditures at the Company’s projects and certain expenditures at 
the Company’s operating sites which are deemed expansionary in nature. Expansionary capital expenditures 
are expenditures that are deemed expansionary in nature. The following table reconciles sustaining capital 
expenditures and expansionary capital expenditures to the Company’s additions to mineral, properties, plant 
and equipment (or total capital expenditures): 

    

  

Year ended 
December 31, 

2021 

Year ended 
December 31, 

2020 
Sustaining capital expenditures  $               3,996 $               551 
Expansionary capital expenditures  590 - 
Additions to mineral, properties, plant and equipment  $               4,586 $               551 

 

 
Three months ended 

December 31, 
Year ended 

December 31, 
 2021 2020  2021 2020 

C1 cash cost per payable pound Total 
Per 

pound Total 
Per 

pound Total 
Per 

pound Total 
Per 
pound 

Pounds of payable zinc sold 
(millions)  12.7  12.2  48.3  45.5 
Operating expenses and selling 
costs $   9,697 $  0.76 $7,172 $   0.59 $34,823 $  0.72 $27,582 $0.61 
Concentrate smelting and refining 
costs 2,588 0.20 3,979 0.33 9,935 0.21 14,707 0.32 

Total C1 cash cost $ 12,285 $  0.96 $11,151 $   0.92 $44,758 $  0.93 $42,289 $0.93 

Sustaining Capital Expenditures $       582 $  0.05 $      191 $       0.02      $   3,996 $  0.07 $      551 $ 0.01       

AISC $ 12,867 $  1.01 $11,342 $   0.94 $48,754 $  1.00 $42,840 $ 0.94 


