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SEMAFO (the “Corporation”) is a Canadian-based mining company with gold production and exploration activities in West 
Africa. The Corporation and its subsidiaries currently operate the Mana Mine in Burkina Faso, which includes the high-grade 
satellite Siou and Fofina deposits. SEMAFO is committed to evolve in a conscientious manner through the responsible 
development of its high potential Mana property. SEMAFO’s strategic focus is to maximize shareholder value by effectively 
managing its existing assets as well as pursuing organic and strategic growth opportunities. 

This Management’s Discussion and Analysis (“MD&A”) provides an analysis to enable readers to assess material changes in 
financial condition and results of operations for the three-month period ended March 31, 2014 compared to the previous year. 
This MD&A, prepared as of May 5, 2014, is intended to complement and supplement our Condensed Interim Consolidated 
Financial Statements (the “financial statements”) as at March 31, 2014. Our financial statements and this MD&A are intended 
to provide investors with a reasonable basis for assessing our results of operation and our financial performance. 

Our financial statements have been prepared using accounting policies consistent with International Financial Reporting 
Standards (“IFRS”). All dollar amounts contained in this MD&A are expressed in US dollars, unless otherwise specified.  

This MD&A contains forward-looking statements. Particular attention should be given to the risk factors described in the “Risks 
and Uncertainties” section and to the “Forward-Looking Statements” section of this document. 

Where we say “we”, “us”, “our”, the “Corporation” or “SEMAFO”, we mean SEMAFO Inc. or SEMAFO Inc. and/or one or more 
or all of its subsidiaries, as it may apply. 
 

1. Financial and Operating Highlights 

 
   

 Three-month period
 

   
 ended March 31,

 

    2014   20135,6 

       
 Gold ounces produced  ..................................................................................................................................................................................................................... 

 
  35,100    42,700  

 Gold ounces sold  .............................................................................................................................................................................................................................    29,400    44,900  
       
 (in thousands of dollars, except amounts per ounce, per tonne and per share)

     

 From Continuing Operations 
     

 Revenues – Gold sales  .................................................................................................................................................................................................................... 
 

  38,473    72,578  

 Operating income (loss)  ...................................................................................................................................................................................................................    (14,679)   21,044  
  

    
 Net income (loss) from continuing operations attributable to equity shareholders  ............................................................................................................................ 

 
  (12,943)   11,498  

 Basic earnings (loss) per share from continuing operations  .............................................................................................................................................................    (0.04)   0.04  

 Diluted earnings (loss) per share from continuing operations  ..........................................................................................................................................................    (0.04)   0.04  
       
 Cash flow from operating activities from continuing operations1  ....................................................................................................................................................... 

 
  2,142    28,031  

 Operating cash flow per share from continuing operations2  .............................................................................................................................................................    0.01    0.10  
  

    
 Average realized selling price (per ounce)  ....................................................................................................................................................................................... 

 
  1,309    1,616  

 Cash operating cost (per ounce produced)3  .....................................................................................................................................................................................    952    619  

 Cash operating cost (per tonne processed)3  ....................................................................................................................................................................................    52    37  

 Total cash cost (per ounce sold)4  .....................................................................................................................................................................................................    1,088    709  
  

    
 From Discontinued Operations 

     

 Net loss from discontinued operations attributable to equity shareholders  ....................................................................................................................................... 
 

  (1,387)   (21,658) 
       
 Total

     

 Net loss attributable to equity shareholders  ..................................................................................................................................................................................... 
 

  (14,330)   (10,160) 

 Basic loss per share  ........................................................................................................................................................................................................................    (0.05)   (0.04) 

 Diluted loss per share  ......................................................................................................................................................................................................................    (0.05)   (0.04) 
  .........................................................................................................................................................................................................................................................   .........................................................................................................................................................................................................................................................                    1 Cash flow from operating activities from continuing operations excludes changes in non-cash working capital items. 

2 Operating cash flow per share from continuing operations is a non-IFRS financial performance measure with no standard definition under 
IFRS. See the “Non-IFRS financial performance measures” section of this MD&A, note 20. 

3 Cash operating cost is a non-IFRS financial performance measure with no standard definition under IFRS and is calculated using ounces 
produced and tonnes processed. See the “Non-IFRS financial performance measures” section of this MD&A, note 20.  

4 Total cash cost is a non-IFRS financial performance measure with no standard definition under IFRS and represents the mining operation 
expenses and government royalties per ounce sold. 

5 Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine.  
6 Amounts have been adjusted to reflect the impact of discontinued operations. 
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FIRST QUARTER 2014 IN REVIEW1 

As a result of our focus on accelerating the development of Siou and Fofina, and as expected, 
we had a weak first quarter in terms of production. We deliberately reworked the mine plan 
sequence in order to reassign a portion of the Wona-Kona mining fleet to Siou and Fofina. 
Accordingly, our first quarter operations will serve as a catalyst for the remainder of the year 
when we expect a significant upsurge in production. 

 Gold production at Mana of 35,100 ounces, compared to 42,700 ounces for the same 
period in 2013 

 Bulk test results from Siou provided very good reconciliation against the reserve block 
model – achieved a recovery rate of over 96% 

 The Corporation is maintaining its 2014 guidance 

 Commenced processing ore from Siou, which positively impacted Mana’s overall head 
grade and resulted in the production of 17,340 ounces of gold in the month of March at a 
cash operating cost of $689 per ounce 

 Gold sales at Mana of $38.5 million, a 47% decrease year over year 

 Operating loss from continuing operations of $14.7 million, compared to operating income 
of $21.0 million for the same period in 2013 

 Net loss from continuing operations attributable to equity shareholders of $12.9 million or 
$0.04 per share compared to net income of $11.5 million or $0.04 per share for the same 
period in 2013 

 Cash flow from operating activities from continuing operations21of $2.1 million or $0.01 per 
share3 compared to $28.0 million or $0.10 per share for the same period in 2013 

 Auger drilling on the Pompoi Nord permit revealed a promising geochemical anomaly trend 
over more than 15 kilometers along the east contact of the Siou intrusive 

 Commenced pre-stripping activities at Fofina, one quarter ahead of schedule 

 Increased our exploration land package in Burkina Faso by 1,678 km2 through the 
signature of two farm-in agreements and the acquisition of one permit 

                                            
1 The 2014 review is comprised solely of information and data from ongoing operations at the Mana Mine in Burkina Faso. 
2 Cash flow from operating activities from continuing operations excludes changes in non-cash working capital items. 
3 Operating cash flow per share from continuing operations is a non-IFRS financial performance measure with no standard definition under IFRS. See 

the “Non-IFRS financial performance measures” section of this MD&A, note 20. 
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2. Key Economic Factors2 

Price of Gold 

During the first quarter of 2014, the price of gold, based on the London Gold Fix PM, fluctuated from a high of $1,385 to a 
low of $1,221 per ounce. The average market gold price in the first quarter of 2014 was $1,293 per ounce compared to 
$1,632 per ounce for the same period in 2013, representing a decrease of $339 or 23%.  

 
In the first quarter of 2014, our average realized selling price was $1,309 per ounce compared to the average London 
Gold Fix of $1,293 per ounce. 

 

   2014  2013  

   Q1 Q1 

 (in dollars per ounce)    

 Average London Gold Fix  ...................................................................................................................................................................................................   1,293  1,632  

 Average realized selling price  .............................................................................................................................................................................................   1,309  1,616  

 
Cost Pressures 
The Corporation has been affected by industry-wide pressures on development and operating costs. Since our mining 
activities are energy intensive, a change in fuel price can have a significant impact on our operations and associated 
financial results. As a benchmark for fuel costs, the Brent Crude price averaged $108 per barrel in the first quarter of 
2014 compared to $112 per barrel in the first quarter of 2013.  
 

Foreign Currencies 
Our mining operations and exploration activities are carried out in West Africa. Accordingly, portions of our operating 
costs and capital expenditures are denominated in foreign currencies, in particular the Euro. 
 
In the first quarter of 2014, the US dollar was weaker relative to the Euro when compared to the first quarter of 2013. 
Therefore, in the first quarter of 2014, the foreign exchange fluctuation negatively impacted our cash operating cost

1
. 

                                            
1 Cash operating cost is a non-IFRS financial performance measure with no standard definition under IFRS and is calculated using ounces produced 

and tonnes processed. See the “Non-IFRS financial performance measures” section of this MD&A, note 20. 
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3. Consolidated Results and Mining Operations from Continuing 
Operations  

Operating Highlights from Continuing Operations 

   
 

Three-month period 
 
 

   
 

ended March 31,
 
 

   
 

2014 
 

2013
3,4

 Variation 

  
    

 
Gold ounces produced  ........................................................................................................................................................................................................    35,100   42,700   (18%) 

 Gold ounces sold  ................................................................................................................................................................................................................    29,400   44,900   (35%) 
  

    
 

(in thousands of dollars, except amounts  
     

  
per ounce, per tonne and per share)

     

 
Revenues – Gold sales  .......................................................................................................................................................................................................    38,473   72,578   (47%) 

 Mining operation expenses (excluding government royalties)  ............................................................................................................................................    30,216   28,142   7%  

 Government royalties  ..........................................................................................................................................................................................................    1,768   3,694   (52%) 

 Operating income (loss)  ......................................................................................................................................................................................................    (14,679)  21,044   –  

 Income tax expense (recovery)  ...........................................................................................................................................................................................    (1,395)  6,608   –  

 Net income (loss) from continuing operations  
    

  attributable to equity shareholders  ...................................................................................................................................................................................... 
 

  (12,943)  11,498   –  

 Basic earnings (loss) per share from continuing operations  ...............................................................................................................................................    (0.04)  0.04   –  

 Diluted earnings (loss) per share from continuing operations  .............................................................................................................................................    (0.04)  0.04   –  

   
    

 
Cash flow from operating activities from continuing operations

1 
 .........................................................................................................................................  

 
 2,142 

 
 28,031   (92%) 

 Operating cash flow per share from continuing operations
2 
 ................................................................................................................................................  

 
 0.01 

 
 0.10   (90%) 

 
1 Cash flow from operating activities from continuing operations excludes changes in non-cash working capital items. 
2 Operating cash flow per share from continuing operations is a non-IFRS financial performance measure with no standard definition under 

IFRS. See the “Non-IFRS financial performance measures” section of this MD&A, note 20. 
3 Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine.  
4 Amounts have been adjusted to reflect the impact of discontinued operations.  

 

First Quarter 2014 v. First Quarter 2013 

 Lower revenues in the first quarter of 2014 compared to the same period in 2013 are mainly due to a 19% decrease 
in the realized gold price and fewer gold ounces sold. The decrease in gold ounces produced is a direct result of a 
lower head grade and a decline in plant throughput, which is a consequence of processing a higher ratio of harder 
ore sourced from the Wona-Kona and Siou pits. The variation between gold ounces sold and gold ounces produced 
during the quarter is due to the timing of shipment. 

 Lower government royalties are a direct result of lower revenues. 

 The decrease in operating income in the first quarter of 2014 compared to the same period in 2013 is the result of 
lower revenues. 

 The income tax recovery in the first quarter of 2014 compared to the expense in the same period in 2013 is due to 
the decrease in our taxable income at the Mana Mine. 

 As a result of the foregoing, a net loss from continuing operations attributable to equity shareholders amounted to 
$12,943,000 for the first quarter of 2014 compared to a net income of $11,498,000 for the first quarter of 2013. 
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4. Operating Income (Loss) by Segment 

 

  
 

Three-month period 
 
 

  
 

ended March 31,
 
 

  
 

2014 
 

2013
1
 Variation 

 (in thousands of dollars)     

 
Mana Mine, Burkina Faso  ................................................................................................................................................................................................... 

 
  (7,608)  26,431   –  

 Corporate and others  ..........................................................................................................................................................................................................    (7,071)  (5,387)  (31%) 

  
 

 (14,679)
 

 21,044   –  

 
The composition of the reportable segments has been modified in 2013 to reflect the impact of discontinued operations.

1
 

                                            
1  Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine and to reflect the impact of 

discontinued operations. 
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4. Operating Income (Loss) by Segment (continued) 

Mining Operations 

Mana, Burkina Faso 

 
   

 
Three-month period

 
 

   
 

ended March 31,
 
 

   
 

2014 
 

2013
5
 Variation 

 Operating Data 
    

 
Ore mined (tonnes)  ............................................................................................................................................................................................................. 

 
  467,200   675,200   (31%) 

 Ore processed (tonnes)  ......................................................................................................................................................................................................    642,000   711,900   (10%) 

 Head grade (g/t)  ..................................................................................................................................................................................................................    1.93   2.21   (13%) 

 Recovery (%)  ......................................................................................................................................................................................................................    88   89   (1%) 

 Gold ounces produced  ........................................................................................................................................................................................................    35,100   42,700   (18%) 

 Gold ounces sold  ................................................................................................................................................................................................................    29,400   44,900   (35%) 

  
    

 
Financial Data (in thousands of dollars)

     

 
Revenues – Gold sales  ....................................................................................................................................................................................................... 

 
  38,473   72,578   (47%) 

 Mining operations expenses (excluding government royalties)  ...........................................................................................................................................    30,216   28,142   7%  

 Government royalties  ..........................................................................................................................................................................................................    1,768   3,694   (52%) 

 Depreciation of property, plant and equipment  ...................................................................................................................................................................    12,968   13,215   (2%) 

 General and administrative  .................................................................................................................................................................................................    1,129   728   55%  

 Corporate social responsibility expenses
1 
 ...........................................................................................................................................................................    –    368   –    

 Segment operating income (loss)  .......................................................................................................................................................................................    (7,608)  26,431   –    

  
    

 
Statistics (in dollars) 

     

 
Average realized selling price (per ounce)  .......................................................................................................................................................................... 

 
  1,309   1,616   (19%) 

 Cash operating cost (per ounce produced)
2 
 ........................................................................................................................................................................    952   619   54%  

 Cash operating cost (per tonne processed)
2 
 .......................................................................................................................................................................    52   37   41%  

 Total cash cost (per ounce sold)
3 
 ........................................................................................................................................................................................    1,088   709   53%  

 Depreciation (per ounce sold)
4 
 ............................................................................................................................................................................................    441   294   50%  

 
1 Corporate social responsibility expenses exclude contributions and projects sponsored through Fondation SEMAFO. 
2 Cash operating cost is a non-IFRS financial performance measure with no standard definition under IFRS and is calculated using ounces 

produced and tonnes processed. See the “Non-IFRS financial performance measures” section of this MD&A, note 20. 
3 Total cash cost is a non-IFRS financial performance measure with no standard definition under IFRS and represents the mining operation 

expenses and the government royalties per ounce sold. 
4 Depreciation per ounce sold is a non-IFRS financial performance measure with no standard definition under IFRS and represents the 

depreciation expense per ounce sold. 
5 Amounts have been restated for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine. 
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 4. Operating Income (Loss) by Segment (continued) 

Mining Operations (continued) 

Mana, Burkina Faso (continued) 

 

First Quarter 2014 v. First Quarter 2013 

 As a result of our focus on accelerating the development of Siou and Fofina, and as expected, we had a weak first 
quarter in terms of production. We deliberately reworked the mine plan sequence in order to reassign a portion of the 
Wona-Kona mining fleet to Siou and Fofina. Accordingly, our first quarter operations will serve as a catalyst for the 
remainder of the year when we expect a significant upsurge in production. 

 For the three-month period ended March 31, 2014, a total of 467,200 tonnes of ore and 3,449,300 tonnes of waste 
material were extracted from the Wona-Kona and Siou pits, resulting in a stripping ratio of 7.4:1. In addition, during 
the stripping phase, 666,900 tonnes of waste material were extracted from the Wona-Kona pit and 4,280,900 tonnes 
from the Fofina and Siou pits. This compares to 675,200 tonnes of ore and 2,138,900 tonnes of waste material 
extracted from the Wona-Kona pit in the first quarter of 2013, which resulted in a stripping ratio of 3.2:1. In the first 
quarter of 2013, 7,900,400 tonnes of waste material were also extracted from the Wona-Kona pit during the stripping 
phase. 

 The 10% decrease in ore processed in the first quarter of 2014 compared to the same period in 2013 reflects the 
higher ratio of harder ore sourced from the Wona-Kona and Siou pits. 

 The decrease in head grade in the first quarter of 2014 reflects lower grade ore extracted from the Wona-Kona pit 
due to the mine plan sequence, combined with the processing of low grade ore from stockpiles. For the 
corresponding period in 2013, ore was sourced exclusively from the Wona-Kona pit.  

 The decrease in gold ounces produced is a direct result of a lower head grade and reduced plant throughput. 

 The increase in cash operating cost per tonne processed to $52 is mainly due to a higher stripping ratio at the new 
high-grade Siou deposit, as well as additional haulage costs to truck the ore to the plant over a distance of 
17 kilometers. 

 The increase in the total cash cost is a result of a higher cash operating cost per tonne and a lower head grade. 

 
The gradual ramp-up of mining activities at Siou were reflected in our March production with a higher head grade and 
improved gold recovery rate and a lower operating cash cost per ounce.  

 

    Tonnes
1
 Grade Recovery Production Cash Operating Cost 

     (g/t Au) (%) (oz)  (per ounce produced) 

         

 January   ..............................................................................................................................................................................................................................    213,400   1.53   83   8,750   1,245  

 February  .............................................................................................................................................................................................................................    206,300   1.59   86   9,010   1,172  

 March  ..................................................................................................................................................................................................................................    222,300   2.64   92   17,340   689  

 Total First Quarter 2014   642,000   1.93   88   35,100   952  

                           
 

In April
2
, we achieved the full mining rate at Siou. During the month, we produced more than 20,000 ounces of gold by 

processing ore with an average head grade greater than 2.9 g/t Au. Therefore, we are maintaining our 2014 production 
guidance of between 200,000 and 225,000 ounces of gold. 
 

Siou: Very Good Reconciliation against the Block Model  

Bulk test results from the high-grade Siou deposit in March were in line with expectations, providing very good 
reconciliation against the block model. Test results indicated an average grade of 4.7 g/t Au at a recovery rate of over 
96%.  
 

Fofina: Ahead of Schedule 

In the first quarter, pre-stripping activities began at Fofina and in April, ahead of schedule, we commenced milling ore 
from the deposit. 
 

                                            
1 Tonnage includes ore from Wona-Kona, Siou and stockpiles. 
2 April numbers are preliminary and subject to final adjustment. 
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4. Operating Income (Loss) by Segment (continued) 

Exploration Programs 
 

In February, the Corporation announced that ongoing auger drilling on the newly acquired Pompoi Nord permit revealed 
gold geochemical anomalies along the east contact of the Siou intrusive. These new anomalies, which overlap with the 
North Apex soil anomalies, show a continuous linear trend over more than 15 kilometers that remains open in both 
directions. Exploration continued in this area in March with 6,500 meters of reverse-circulation drilling. A total of 
100,500 meters of auger drilling was carried out during the quarter, including ongoing drilling over the entire 15-kilometer 
trend and elsewhere with a view to identify priority targets. 

A $4.3 million diamond drilling program is scheduled to commence in the second half of 2014 beneath the Siou reserve 
pit design, between 180 and 225 meters vertically, with a view to replace and increase the Siou mineral reserves base by 
year-end. 

 
Increases Permitted Exploration Land Package by 1,678 km

2
 

The Corporation increased its exploration land package in Burkina Faso by 1,678 km
2
 through the signature of two farm-in 

agreements and the acquisition of one permit: 
 
On March 27, 2014, SEMAFO entered into an agreement with Monteray Mining Group Ltd (ASX: MRY) for the three-year 
working rights and an option to acquire a 90% interest in the Bilakongo and Tigan permits and a 100% interest in the 
Kana permit. These permits, covering an area of 293 km

2
, are located adjacent to the Mana property approximately 

35 kilometers northeast of the Mana processing plant (reference Figure 2).  

On April 24, 2014 we entered into an agreement with AusQuest Limited (ASX: AQD) for the three-year working rights and 
option to acquire up to 80% ownership of nine exploration permits on the Banfora Gold Belt. These nine permits, covering 
1,153 km

2
 of land, are located approximately 200 kilometers southwest of SEMAFO’s Mana permits, close to the Burkina 

Faso-Ivory Coast border. The Banfora Gold Belt is a 30-kilometer-wide north-northeast-striking belt of volcanic and 
sedimentary rocks locally intruded by felsic to intermediate igneous rocks (reference Figure 1). 
 
We also recently acquired the 232-square-kilometer Pompoi permit from Goldrush Resources (TSX-V:GOD). This 
strategic permit is located immediately south of our Pompoi Nord permit in the resource-rich Houndé Greenstone Belt 
region. Owing to its proximity to the recently revealed promising 15-kilometer geochemical anomaly trend on Pompoi 
Nord, we consider this new permit not only a promising target, but an important strategic addition to our short-term project 
portfolio (reference Figure 2).  

 
 

Exploration Budget Increases to $20 Million 

In light of the new expanded land package, SEMAFO has allocated an additional two million dollars to the exploration 
budget in order to carry out geological mapping and auger drilling aimed at identifying priority drill targets on the new 
permits. This amount is in addition to SEMAFO’s 2014 initial exploration budget of $18 million, which will focus on the 
Siou intrusive. Initial areas targeted for exploration on the Banfora Gold Belt permits are along the main shear zones 
where there is evidence of geochemical anomalies and artisanal mining. Auger drilling programs will commence in the 
coming weeks with results expected in the second half of the year (reference Figure 1).  

Currently, nine auger drills are active on our properties: seven on the promising 15-kilometer geochemical anomaly trend 
and two on the Bilakongo and Kana permits. In mid-May, four additional auger drill rigs will be active on the Banfora Gold 
Belt permits and a second reverse-circulation drilling rig will be assigned to the 15-kilometer geochemical anomaly trend. 
In June, two core rigs are scheduled to carry out infill drilling between 180 and 225 meters vertically at Siou with the 
objective of replacing and increasing the reserves base. 
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4. Operating Income (Loss) by Segment (continued) 

Exploration Programs (continued) 
 
Figure 1  
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4. Operating Income (Loss) by Segment (continued) 

Exploration Programs (continued) 
 
Figure 2  
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5. Other Elements of the Statement of Income (Loss) 

General and Administrative Expenses 

 
 
   Three-month period 

   ended March 31, 

 (in thousands of dollars)  2014   2013
1
  

 Corporate expenses ............................................................................................................................................................................................................    4,146   4,134  

 Sites – Administrative  .........................................................................................................................................................................................................    1,129   728  

    5,275   4,862  

          
 
 

General and administrative expenses totalled $5,275,000 for the three-month period ended March 31, 2014, compared to 

$4,862,000 for the same period in 2013. In the first quarter of 2014, we incurred $255,000 of non-recurring corporate 
expenses mainly related to the exercise of options (2013: nil). The increase is due to indirect taxes amounting to 
$421,000 the first quarter of 2014 that are no longer exempt as per our mining agreement with the government of Burkina 
Faso.  
 

Corporate Social Responsibility Expenses 
For the three-month period ended March 31, 2014, corporate social responsibility expenses were nil compared to  
$699,000 for the same period in 2013 due to the timing of the project funding. 
 

Share-based Compensation 
For the three-month period ended March 31, 2014, our share-based compensation expenses amounted to $2,780,000 
compared to $713,000 for the same period in 2013. Our share-based compensation expenses included a $540,000 
charge (2013: $631,000) related to our stock option plans and a charge of $2,240,000 (2013: $82,000) for our Restricted 
Share Unit Plan. The $2,240,000 charge related to the Unit Plan is comprised of a $1,094,000 expense for restricted 
share units outstanding and a $1,146,000 expense due to a change in fair value of our share price. 

 

Income Tax Expense 

The income tax recovery in the first quarter of 2014 compared to the expense in the same period in 2013 is due to the 
decrease in our taxable income at the Mana Mine. 

                                            
1   Amounts have been adjusted to reflect the impact of discontinued operations. 
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5. Other Elements of the Statement of Income (Loss) (continued) 

Comprehensive Income Attributable to Non-Controlling Interests 

 

 
   Three-month period 

   ended March 31, 

 (in thousands of dollars)  2014   2013
1
  

 Government of Burkina Faso - 10% in SEMAFO Burkina Faso S.A.  ..................................................................................................................................    (622)   1,909  

 Government of Niger - 20% in Société des Mines du Liptako (SML) S.A.  ...........................................................................................................................    –     (7,969) 

 Government of Guinea - 15% in SEMAFO Guinée S.A. ......................................................................................................................................................    (1,046)   (140) 

    (1,668)   (6,200) 

             

The non-controlling interests are directly linked to our subsidiaries’ net income (loss). 

 

Discontinued Operations 

 

The analysis of the result of discontinued operations of the Kiniero Mine for the three-month period ended 
March 31, 2014 is as follows: 

 

 

   
 

Three-month period
 

   
 

ended March 31,
 

 (in thousands of dollars)  
2014 

 

   
  

 
Revenue – Gold sales ......................................................................................................................................................................................................... 

 
  2,236  

   
  

 
Mining operation expenses  ................................................................................................................................................................................................. 

 
  1,880  

 
Other  ................................................................................................................................................................................................................................... 

 
 795  

 Loss on remeasurement  .....................................................................................................................................................................................................    1,994  

  
  

     

 
Net loss for the period from discontinued operations  .......................................................................................................................................................... 

 
  (2,433) 

   
  

 
Attributable to:

   

  
Equity shareholders  ............................................................................................................................................................................................................ 

 
  (1,387) 

  Non-controlling interest  .......................................................................................................................................................................................................    (1,046) 

 
 Operating Data 

  

 
Gold ounces produced  ........................................................................................................................................................................................................ 

 
  1,300  

 Gold ounces sold  ................................................................................................................................................................................................................    1,800   
 

Kiniero Mine 

As at March 31, 2014, management was committed to sell the Kiniero Mine, was actively looking for potential buyers and 
believed that the sale will occur within one year. The Kiniero Mine was placed in care and maintenance in the first quarter 
of 2014. Since September 30, 2013 the Corporation concluded that the Kiniero Mine met criteria for classification as an 
asset held for sale and discontinued operations. No cash flow was used for investments in property, plant and equipment 
in the first quarter of 2014. Net loss from discontinued operations during the three-month period ended March 31, 2014 
totalled $2,433,000 (2013: net income of $2,791,000), including a loss on remeasurement totalling $1,994,000. 

                                            
1  Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine. Please refer to note 5 of the 

consolidated financial statements 
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6. Other Comprehensive Loss 

For the three-month period ended March 31, 2014, other comprehensive income amounted to nil (2013: nil).  
 

7. Cash Flow 

The following table summarizes our cash flow activities: 

 

    Three-month period 

    ended March 31, 

    2014  2013
1,2

 

     

 Cash flow (in thousands of dollars)    

  Operations  ..........................................................................................................................................................................................................................    2,142   28,031  

  Working capital items  ..........................................................................................................................................................................................................    (7,188)  (6,004) 

  Operating activities  .............................................................................................................................................................................................................    (5,046)  22,027  

  Financing activities  .............................................................................................................................................................................................................    2,953   (5,384) 

  Investing activities  ...............................................................................................................................................................................................................    (17,662)  (29,340) 

      

 Change in cash and cash equivalents during the period    

  from continuing operations  ..................................................................................................................................................................................................    (19,755)  (12,697) 

 Change in cash and cash equivalents during the period    

  from discontinued operations  ..............................................................................................................................................................................................    (994)  8,830  

 Effect of exchange rate changes on cash and cash equivalents  ........................................................................................................................................    96   1,689  

      

 Cash and cash equivalents – beginning of period  ..............................................................................................................................................................    82,599   139,451  

 Cash and cash equivalents – end of period  ........................................................................................................................................................................    61,946   137,273  

      

 Less: cash and cash equivalents    

  from discontinued operations  ..............................................................................................................................................................................................    163   –   

 Cash and cash equivalents    

  from continuing operations – end of period  ...................................................................................................................................................................    61,783   137,273  

      
1 Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine. Please refer to note 5 of 

the financial statements. 
2 Amounts have been adjusted to reflect the impact of discontinued operations. 
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7. Cash Flow (continued) 

Operating 
In the first quarter of 2014, operating activities, before working capital items, generated cash flows of $2,142,000 
compared to $28,031,000 in 2013, reflecting lower gold sales and higher production costs. Working capital items required 
liquidities of $7,188,000 in the first quarter of 2014, while it required liquidities of $6,004,000 in the first quarter of 2013, 
mainly due to higher trade and other receivables and the payment of tax installment, offset by higher trade payables and 
accrued liabilities, both as a result of the timing of payments and receipts. 
 
Further details regarding the changes in non-cash working capital items are provided in note 21 a) of the financial 
statements.  

 
Financing 
In the first quarter of 2014, cash flow from financing activities amounted to $2,953,000 compared to cash flow used in 
financing activities amounting to $5,384,000 in the same period in 2013. In the first quarter of 2014, 1,532,000 options 
were exercised for a cash consideration of $2,953,000 compared to 50,000 options exercised for a cash consideration of 
$108,000 in the first quarter of 2013. Also, it reflected the payment of dividends to equity shareholders of $5,492,000 in 
the first quarter of 2013.  

 

Investing 
In the first quarter of 2014, investments of $17,662,000 were made in property, plant and equipment, compared to 
investments of $28,267,000 for the same period in 2013. The following table summarizes our 2014 investing activities: 
 

 
    

   Three-month period 

   ended March 31, 

   2014  

 Sustaining capital  ................................................................................................................................................................................................................    1,938  

 Stripping cost  ......................................................................................................................................................................................................................    5,565  

 Subtotal sustaining capital expenditures  .......................................................................................................................................................................    7,503  

 Siou development  ...............................................................................................................................................................................................................    4,446  

 Fofina development  .............................................................................................................................................................................................................    2,363  

 Subtotal growth capital expenditures
1
  ............................................................................................................................................................................    6,809  

 Total exploration expenditure  ..........................................................................................................................................................................................    3,350  

    17,662  
    

    

       
 
In the first quarter of 2013, liquidities of $28,267,000 were invested as follows: $7,673,000 for exploration expenditures, 
$2,512,000 for expansion related costs at the Mana Mine, $705,000 for mining equipment, $12,538,000 for stripping costs 
as well as $4,839,000 for sustainable capital expenditures. 

 
The $1,073,000 increase in restricted cash in the first quarter of 2013 is mainly due to the injection of funds in our Burkina 
Faso’s restricted rehabilitation bank account according to local regulations, compared to nil in the first quarter of 2014. 

                                            
1  Of the $6,809,000 for the development of Siou and Fofina, $3,002,000 have been spent on pre-stripping activities. 
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8. Financial Position 

As at March 31, 2014, we maintained a strong financial position with $61,783,000 in cash and cash equivalents and no 
long-term debt. With our existing cash balances and forecasted cash flow from operations, we are well positioned to fund 
all of our cash requirements for 2014, which relate primarily to ongoing exploration programs and stripping activities. 

 

   As at  As at  

   March 31, December 31, 

   2014  2013  

 (in thousands of dollars)    

     
 Current assets  ....................................................................................................................................................................................................................    160,915   173,039  

 Assets held for sale .............................................................................................................................................................................................................    1,914   4,140  

 Total current assets  ............................................................................................................................................................................................................    162,829   177,179  

 Advance receivable .............................................................................................................................................................................................................    3,082   3,029  

 Restricted cash  ...................................................................................................................................................................................................................   3,526   3,516  

 Property, plant and equipment  ............................................................................................................................................................................................    386,961   382,534  

 Intangible asset  ...................................................................................................................................................................................................................    1,288   1,288  

 Total assets  .......................................................................................................................................................................................................................    557,686   567,546  

 Total liabilities  ...................................................................................................................................................................................................................    64,363   61,718  

 Equity attributable to equity shareholders  .....................................................................................................................................................................    481,342   492,179  

 Non-controlling interest  ...................................................................................................................................................................................................    11,981   13,649  

 
As at March 31, 2014, our total assets amounted to $557,686,000 compared to $567,546,000 as at December 31, 2013. 
The decrease relates mainly to the decrease in cash and cash equivalents, offset by higher income tax receivable and 
inventories. We held cash and cash equivalents of $61,783,000 as at March 31, 2014 compared to $82,159,000 and 
$440,000 included in assets held for sale as at December 31, 2013. The remaining portion of our asset base primarily 
comprises property, plant and equipment, reflecting the capital-intensive nature of our business. 

 
As at March 31, 2014, our liabilities totalled $64,363,000, mainly comprised of trade payables and accrued liabilities and 
provisions. 

 
 

9. Financial Instruments 

The nature and extent of risks arising from financial instruments are described in note 18 of the Corporation’s 2013 
annual consolidated financial statements. In the first quarter of 2014, there was no material change to the nature of risks 
arising from financial instruments or classification of financial instruments. Furthermore, there was no change in the 
methodology used to determine the fair value of the financial instruments that are measured at fair value on our 
consolidated statement of financial position. 
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10. Contractual Obligations 

Asset Retirement Obligations 

Our operations are governed by mining agreements that include the protection of the environment. We conduct our 
operations in such manner as to protect public health and the environment. We implement progressive measures for 
rehabilitation work during the operation, in accordance with our mining agreements, as well as closing-down and follow-up 
work upon closure of a mine.  
 
The liability for asset retirement obligations as at March 31, 2014 was $5,368,000 (December 31, 2013: $5,188,000) for 
the Mana Mine and $2,106,000 (December 31, 2013: $2,090,000) for the Kiniero Mine. The estimated undiscounted value 
of this liability was $10,065,000 (December 31, 2013: $9,878,000) for the Mana Mine and $2,207,000 
(December 31, 2013: $2,203,000) for the Kiniero Mine. These disbursements are expected to be made during the years 
2015 to 2026.  

 
Government Royalties and Development Taxes 

In Burkina Faso, all shipments with gold spot prices lower or equal to $1,000 per ounce are subject to a royalty rate of 
3%, a 4% rate is applied to all shipments with gold spot prices between $1,000 and $1,300 per ounce, and a 5% royalty 
rate is applied to all shipments with a gold spot price greater than $1,300 per ounce. In 2014, the Corporation was subject 
to a royalty rate of 4% and 5%, which was calculated using the retail market value of gold ounces sold at the time of 
shipment. For the three-month period ended March 31, 2014, government royalties amounting to $1,768,000 (2013: 
$3,694,000) were paid to the Government of Burkina Faso. 

The Corporation is subject to a royalty rate of 5% of the market value of gold ounces sold originating from the Kiniero 
Mine payable to the Republic of Guinea. In addition, the Corporation has to invest 0.4% of its gold sales in local 
development projects. For the three-month period ended March 31, 2014, government royalties amounting to $112,000 
(2013: $481,000) were paid to the Government of Guinea. 

Purchase Obligations 

As at March 31, 2014, purchase commitments totalled $4,653,000. In addition, on October 1, 2011, the Corporation 
entered into an agreement with National Electricity Company Sonabel, in Burkina Faso, pursuant to which the Corporation 
will advance funds for the construction of a high-voltage transmission line. As at March 31, 2014, the Corporation is 
committed to advance a remaining amount of $5,162,000 (2,458,000,000 FCFA) to Sonabel with respect to this project. 

 
Payments to Maintain Mining Rights 

In the normal course of business, in order to obtain and maintain all the advantages of our mining permits, we must 
commit to invest a specific amount in exploration and development on the permits during their validity period. Moreover, 
we must make annual payments in order to maintain certain property titles. As at March 31, 2014, we were in compliance 
in all material respects with the obligations related to the ownership of our permits. 

 

11. Critical Accounting Estimates and Judgements 

The preparation of the Corporation’s financial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and reported 
amounts of revenues and expenses during the reporting period. Estimates and judgments are continually evaluated and 
are based on historical experience and other factors, including expectations of future events that are believed to be 
reasonable under circumstances. The estimates and assumptions that have a significant risk of causing material 
adjustments to the Corporation’s financial statements were disclosed in note 7 to the Corporation’s 2013 annual audited 
consolidated financial statements and they remain unchanged for the first quarter of 2014. 
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12. Significant Accounting Policies 

The Corporation established its accounting policies and methods used in the preparation of its unaudited condensed 
interim consolidated financial statements for the first quarter of 2014 in accordance with IFRS. See note 3 to the 
Corporation’s 2013 annual audited consolidated financial statements for more information about the significant accounting 
policies used to prepare the financial statements, as they remain unchanged for the first quarter of 2014. 

 
 

13. New Accounting Standard Issued and in Effect 

IFRIC 21, Levies (“IFRIC 21”) 

In May 2013, the IASB issued IFRIC 21, which is effective for annual periods beginning on or after January 1, 2014 and is 
to be applied retrospectively. IFRIC 21 provides guidance on accounting for levies in accordance with IAS 37, Provisions, 
Contingent Liabilities and Contingent Assets. The interpretation defines a levy as an outflow from an entity imposed by a 
government in accordance with legislation and confirms that an entity recognizes a liability for a levy only when the 
triggering event specified in the legislation occurs. The adoption of IFRIC 21 for the annual period beginning 
January 1, 2014 did not affect the Corporation’s consolidated financial statements. 

 
 

14. New Accounting Standard Issued but not yet in Effect 

IFRS 9, Financial Instruments (“IFRS 9”) 

In November 2009 and October 2010, the International Accounting Standards Board (“IASB”) issued the first phase of 
IFRS 9. In November 2013, the IASB issued a new general hedge accounting standard, which forms part of IFRS 9. The 
new standard removes the January 1, 2015 effective date of IFRS 9. The new mandatory effective date will be 
determined once the classification and measurement and impairment phases of IFRS 9 are finalized.  

 
This standard is part of a wider project to replace IAS 39, Financial Instruments: Recognition and Measurement 
(“IAS 39”). IFRS 9 replaces the current multiple classification and measurement models for financial assets and liabilities 
with a single model that has only two classification categories: amortized cost and fair value. The basis of classification 
depends on the entity’s business model and the contractual cash flow characteristics of the financial asset or liability. It 
also introduces additional changes relating to financial liabilities and aligns hedge accounting more closely with risk 
management. The mandatory effective date is not yet determined; however, early adoption of the new standard is still 
permitted. The Company does not intend to early adopt IFRS 9 in its consolidated financial statements for the annual 
period beginning January 1, 2014. The extent of the impact of adoption of IFRS 9 has not yet been determined.  
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15. Risks and Uncertainties 
 

As a mining company, we face the financial and operational risks inherent to the nature of our activities. These risks may 
affect our financial condition and results of operation. As a result, an investment in our common shares should be 
considered speculative. Prospective purchasers or holders of our common shares should give careful consideration to all 
of our risks factors. 

Financial Risks 

Fluctuation in Gold Prices 
The profitability of our operations will be significantly affected by changes in the market price of gold. Gold production 
from mining operations and the willingness of third parties, such as central banks, to sell or lease gold affects the gold 
supply. Demand for gold can be influenced by economic conditions, gold’s attractiveness as an investment vehicle and 
the strength of the US dollar. Other factors include interest and exchange rates, inflation and political stability. The 
aggregate effect of these factors is impossible to predict with accuracy. Gold prices are also affected by worldwide 
production levels. 

In addition, the price of gold has on occasion been subject to very rapid short-term changes due to speculative activities. 
Fluctuations in gold prices may materially adversely affect our financial condition and results of operation. 

Fluctuation in Petroleum Prices 
Because we use petroleum fuel to power our mining equipment and to generate electrical energy to power our mining 
operations, our financial condition and results of operation may be materially adversely affected by rising petroleum 
prices. 

Exchange Rate Fluctuations 
Our operations in West Africa are subject to currency fluctuations that may materially adversely affect our financial 
condition and results of operation. Gold is currently sold in US dollars and although the majority of our costs are also in 
US dollars, certain costs are incurred in other currencies. The appreciation of non-US dollar currencies against the US 
dollar can increase the cost of exploration and production in US dollar terms, which could materially adversely affect our 
financial condition and results of operation. 

Access to Capital Markets 
To fund our growth, we are often dependent on securing the necessary capital through loans or permanent capital. The 
availability of this capital is subject to general economic conditions and lender and investor interest in our projects. 

Operational Risks  

Uncertainty of Reserves and Resource Estimates 
Reserves and resources are estimates based on limited information acquired through drilling and other sampling 
methods. No assurance can be given that anticipated tonnages and grades will be achieved or that level of recovery will 
be realized. The ore grade actually recovered may differ from the estimated grades of the reserves and resources. Such 
figures have been determined based upon assumed gold prices and operating costs. 

Future production could differ dramatically from reserves estimates for, among others, the following reasons: 

 mineralization or formations could differ from those predicted by drilling, sampling and similar examinations 

 increases in operating mining costs and processing costs could materially adversely affect reserves 

 the grade of the reserves may vary significantly from time to time and there is no assurance that any particular 
level of gold may be recovered from the reserves, and  

 decline in the market price of gold may render the mining of some or all of the reserves uneconomic. 

 

Any of these factors may translate into increased costs or a reduction in our estimated reserves. Short-term factors, such 
as the need for the additional development of a deposit or the processing of new or different grades may impair our 
profitability. Should the market price of gold fall, we could be required to materially write down our investment in mining 
properties or delay or discontinue production or the development of new projects. 
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15. Risks and Uncertainties (continued) 

Operational Risks (continued) 

Production and Cash Operating Cost 
No assurance can be given that the intended or expected production schedules or the estimated cash operating costs will 
be achieved in respect of our operating gold mines. Many factors may cause delays or cost increases, including labour 
issues, disruptions in power, transportation or supplies, and mechanical failure. Our net income will depend, among other 
things, on the extent to which expected cash operating costs are achieved. In addition, short-term operating factors, such 
as the need for the orderly development of ore bodies or the processing of new or different ore grades, may cause a 
mining operation to be unprofitable in any particular period. Furthermore, our activities may be subject to prolonged 
disruptions due to weather conditions. Hazards, such as unusual or unexpected formations, rock bursts, pressures, cave-
ins, flooding or other conditions may be encountered in the drilling and removal of material.  

Our cash operating cost to produce an ounce of gold is further dependent on a number of factors, including the grade of 
reserves, recovery and plant throughput. Our future performance may hence materially adversely differ from the 
estimated performance. As these factors are beyond our control, there can be no assurance that our cash operating cost 
will be similar from year to year. 

Nature of Mineral Exploration and Mining  
Our profitability is significantly affected by our exploration and development programs. The exploration and development 
of mineral deposits involves significant financial risks over a significant period of time, which even a combination of careful 
evaluation, experience and knowledge may not eliminate. While the discovery of a gold-bearing structure may result in 
substantial rewards, few properties explored are ultimately developed into mines. Major expenses may be required to 
establish and replace reserves by drilling and to construct mining and processing facilities at a site. It is impossible to 
ensure that our current or proposed exploration programs will result in profitable commercial mining operations. 

Whether a gold deposit will be commercially viable depends on a number of factors, some of which are the particular 
attributes of the deposit, such as its size and grade, proximity to infrastructure, financing costs and governmental 
regulations, including regulations relating to taxes, royalties, infrastructure, land use, import and export of gold, revenue 
repatriation and environmental protection. The effects of these factors cannot be accurately predicted, but the 
combination of these factors may preclude us from receiving an adequate return on invested capital. Our operations are, 
and will continue to be, subject to all of the hazards and risks normally associated with the exploration, development and 
production of gold, any of which could result in damage to life or property, environmental damage and possible legal 
liability for any or all damage. 

Limited Property Portfolio  
Currently, our only material mineral property is our Mana mine in Burkina Faso which includes the high-grade deposits of 
Siou and Fofina. Unless we acquire or develop additional mineral properties, any adverse development affecting our 
Mana property could materially adversely affect our financial condition and results of operation. 

Depletion of our Mineral Reserves 
We must continually replace mining reserves depleted by production to maintain production levels over the long term. 
This is done by expanding known mineral reserves or by locating or acquiring new mineral deposits. There is, however, a 
risk that depletion of reserves will not be offset by future discoveries. Exploration for minerals is highly speculative in 
nature and involves many risks. Many, if not most gold projects are unsuccessful and there are no assurances that 
current or future exploration programs will be successful. Further, significant costs are incurred to establish mineral 
reserves, open new pits and construct mining and processing facilities. Development projects have no operating history 
upon which to base estimates of future cash flow and are subject to the successful completion of feasibility studies, 
obtaining necessary government permits, obtaining title or other land rights and the availability of financing. In addition, 
assuming discovery of an economic mine or pit, depending on the type of mining operation involved, many years may 
elapse before commercial operations commence. Accordingly, there can be no assurances that our current programs will 
result in any new commercial mining operations or yield new reserves to replace or expand current reserves. 

Water Supply 
Our operations require significant quantities of water for mining, ore processing and related support facilities. Our 
operations in Africa may be in areas where water is scarce.  Continuous production at our mines is dependent on our 
ability to access adequate water supply.  Insufficient water supply, as a result of new regulations or otherwise, could 
materially adversely affect our financial condition and results of operation.   
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15. Risks and Uncertainties (continued) 

Operational Risks (continued) 

Availability of Infrastructure and Fluctuation in the Price of Energy and Other Commodities 
The exploration and development of mineral deposits is dependent on adequate infrastructure. Reliable roads, bridges, 
power sources and water supply are important determinant susceptible to affect our capital and cash operating costs. 
Lack of such infrastructure or unusual or infrequent weather phenomena, sabotage, terrorism, government or other 
interference in the maintenance or provision of such infrastructure could materially adversely affect our financial condition 
and results of operation. 

More particularly, Sonabel, the National Electricity Company of Burkina Faso, is responsible for the construction of a high-
voltage transmission line which will connect our Mana mine to the National power grid. Accordingly, we cannot predict 
with certainty when the line will be built, commissioned and the extent of its reliability. Any delay in the construction or 
commissioning or regarding the reliability of such Sonabel power line could impair our ability to realize anticipated savings 
at Mana. 

In addition, our profitability is affected by the market price and availability of commodities that are consumed or otherwise 
used in connection with our operations such as diesel, fuel, electricity, steel, concrete and chemical (including cyanide). 
Prices of such commodities are affected by factors that are beyond our control. An increase in the cost or decrease in the 
availability of needed commodities may materially adversely affect our financial condition and results of operations. 
 

Licenses and Permits 
We require licenses and permits from various governmental authorities. We believe that we hold all necessary licenses 
and permits under applicable laws and regulations in respect of our properties and that we presently comply in all material 
respects with the terms of such licenses and permits. Such licenses and permits, however, are subject to change in 
various circumstances. There can be no guarantee that we will be able to obtain or maintain all necessary licenses and 
permits that may be required to continue to operate our current undertakings, explore and develop properties or 
commence construction or operation of mining facilities and properties under exploration or development. Failure to 
obtain new licenses and permits or successfully maintain current ones may materially adversely affect our financial 
condition and results of operations. 
 

Political Risk 
While the government of Burkina Faso has supported the development of its natural resources by foreign companies, 
there is no assurance that this government will not in the future adopt different policies or new interpretations respecting 
foreign ownership of mineral resources, rates of exchange, environmental protection, labour relations, and repatriation of 
income or return of capital. Any limitation on transfer of cash or other assets between SEMAFO and our subsidiaries 
could restrict our ability to fund our operations and materially adversely affect our financial condition and results of 
operation.  
 
Moreover, mining tax regimes in foreign jurisdictions are subject to differing interpretations and constant changes and 
may not include fiscal stability provisions. Our interpretation of taxation law, including fiscal stability provisions, as applied 
to our transactions and activities may not coincide with that of the tax authorities. As a result, taxes may increase and 
transactions may be challenged by tax authorities and our operations may be assessed, which could result in significant 
taxes, penalties and interest. 
 
The possibility that a future government may adopt substantially different policies or interpretations, which might extend to 
the expropriation of assets, cannot be ruled out. Political risk also includes the possibility of civil disturbances and poli tical 
instability in this or neighboring countries. 
 

Title Matters 
Title to mineral projects and exploration and exploitation rights involves certain inherent risks due to the potential for 
problems arising from the ambiguous history characteristics of mining projects. While we have no reason to believe that 
the existence and extent of any mining property in which we have an interest is in doubt, title to mining properties is 
subject to potential claims by third parties and no guarantees can be provided that there are no unregistered agreements, 
claims or defects which may result in our titles being challenged. 
 
In addition, the failure to comply with all applicable laws and regulations, including failure to pay taxes and carry out and 
file assessment work within applicable time period, may invalidate title to all or portions of the properties covered by our 
permits and licences.   
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15. Risks and Uncertainties (continued) 

Operational Risks (continued) 

Suppliers and Outside Contractors Risk 
We are dependent on various services, equipment, supplies and parts to carry out our operations. The shortage of any 
needed good, part or service may cause cost increases or delays in delivery time thereby materially adversely affecting 
our production schedules as well as financial condition and results of operations. 
 
In addition, we may incur liability to third parties as a result of the actions of a contractor. The occurrence of one or more 
of these risks could have a material adverse effect on our financial condition and results of operation. 

 
Competition 
The mineral exploration and mining business is competitive in all of its phases. We compete with numerous other 
companies and individuals, including competitors with greater financial, technical and other resources, in the search for 
and the acquisition of attractive mineral properties, equipment and increasingly, human resources. There is no assurance 
that we will continue to be able to compete successfully with our competitors. 
 

Qualified and Key Personnel 
In order to operate successfully, we must find and retain qualified employees with strong knowledge and expertise in the 
mining environment. SEMAFO and other companies in the mining industry compete for qualified and key personnel and if 
we are unable to attract and retain qualified personnel or fail to establish adequate succession planning strategies, our 
financial condition and results of operation could be materially adversely affected. 

 
Labour and Employment Relations 
We are dependent on our workforce to extract and process minerals. Our relations with our employees may be impacted 
by changes in labour relations which may be introduced by, among others, employee groups, unions and governmental 
authorities. Furthermore, some of our employees are represented by labour unions under collective labour agreements. 
We may not be able to satisfactorily renegotiate our collective labour agreements upon their expiration. In addition, 
existing labour agreements may not prevent a strike or work stoppage at our facilities in the future. Labour disruptions at 
any of our properties could have a material adverse impact on our financial condition and results of operation. 
 

Environmental Risks, Hazards and Costs 
All phases of our operations are subject to environmental regulation in the various jurisdictions in which we operate. 
Environmental legislation is evolving in a manner which will require stricter standards and enforcement, increased fines 
and penalties for non-compliance, more stringent environmental assessments of proposed projects, and a heightened 
degree of responsibility for companies and their officers, directors and employees. Environmental hazards which are 
unknown to us at present and which have been caused by previous or existing owners or operations of the properties 
may exist on our properties. Failure to comply with applicable environmental laws and regulations may result in 
enforcement actions and may include corrective measures that require capital expenditures or remedial actions. There is 
no assurance that future changes in environmental laws and regulations and permits governing operations and activities 
of mining companies, if any, will not materially adversely affect our financial condition and results of operations. 
 
Production at our mines involves the use of sodium cyanide which is a toxic material. Should sodium cyanide leak or 
otherwise be discharged from the containment system, we may become subject to liability for clean-up work that may not 
be insured. While all steps have been taken to prevent discharges of pollutants into ground water and the environment, 
we may become subject to liability for hazards that may also not be insured.  
 
In addition, natural resource companies are required to conduct their operations and rehabilitate the lands that they mine 
in accordance with applicable environmental regulations. Our estimates of the total ultimate closure and rehabilitation 
costs may be materially different from these actual costs. Any underestimated or unanticipated rehabilitation cost could 
materially adversely affect our financial condition and results of operations. 
 

Insufficient Insurance 
While we may obtain insurance against certain risks in such amounts as we consider adequate, available insurance may 
not cover all the potential risks associated with a mining company operations. We may also be unable to maintain 
insurance to cover insurable risks at economically feasible premiums and insurance coverage may not be available in the 
future or may not be adequate to cover any resulting loss. Moreover, insurance risks such as the validity of ownership of 
unpatented mining claims and mill sites and environmental pollution or other hazards as a result of exploration and 
production is not generally available to gold mining companies on acceptable terms. The potential costs which may be 
associated with any liabilities not covered by insurance or in excess of insurance coverage or compliance with applicable 
laws and regulations may cause substantial delays and require significant capital outlays, materially adversely affecting 
our financial condition and results of operation. 
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15. Risks and Uncertainties (continued) 

Operational Risks (continued) 

Resource Nationalism 
As African governments continue to struggle with deficits and depressed economies, the gold mining sector has been 
targeted to raise revenues. Governments are continually assessing the terms for a mining company to exploit resources 
in their country. If translated into applicable law, the trend in resource nationalism could materially adversely affect our 
financial condition and results of operation. 
 

Surrounding Communities Relations 
Natural resources companies face increasingly public scrutiny of their activities. We are under pressure to demonstrate 
that, as we seek to generate satisfactory returns to shareholders, other stakeholders including local governments and the 
communities surrounding our mines benefit from our commercial activities. The potential consequences of these 
pressures include reputational damages, lawsuits, increasing social investments obligations and pressure to increase 
taxes and royalties payable to local governments and surrounding communities.  These pressures may also impair our 
ability to successfully obtain the permits and approvals required for our operations.  
 
In addition, our properties in Burkina Faso may be subject to the rights or asserted rights of various community 
stakeholders. Moreover, artisanal miners may make use of some or all of our properties which would interfere with 
exploration and development activities on such properties. 
 

Reliance on Information Technology Systems  
Our operations are dependent upon information technology systems. These systems are subject to disruption, damage or 
failure from a variety of sources. Failures in our information technology systems could translate into production 
downtimes, operational delays, compromising of confidential information or destruction or corruption of data. Accordingly, 
any failure in our information technology systems could materially adversely affect our financial condition and results of 
operation. Information technology systems failures could also materially adversely affect the effectiveness of our internal 
controls over financial reporting.  
 

Litigation 
All industries, including the mining industry, are subject to legal claims, with and without merit. We have in the past been, 
currently are, and may in the future be, involved in various legal proceedings. While we believe it is unlikely that the final 
outcome of these legal proceedings will have an adverse material effect on our financial condition and results of 
operation, defense costs will be incurred, even with respect to claims that have no merit. Due to the inherent uncertainty 
of the litigation process, there can be no assurance that the resolution of any particular or several combined legal 
proceedings will not have a material adverse effect on our financial condition and results of operation. 
 
Furthermore, our recent decision to put the Kiniero Mine in care and maintenance has translated into an increase of 
claims against our Guinean subsidiary. Although we are of the opinion that most if not all of these claims are without 
merit, there can be no assurance that the outcome of any particular or several combined legal proceedings will not have a 
material adverse effect on this subsidiary. 
 

Anti-corruption Laws 
We operate in jurisdictions that have experienced governmental and private sector corruption to some degree. We are 
required to comply with the Corruption of Foreign Public Officials Act (Canada) which has recently seen an increase in 
both the frequency of enforcement and severity of penalties. Although we adopted a formal anti-corruption policy and our 
Code of conduct mandates compliance with anti-corruption laws, there can be no assurance that our internal controls 
policies and procedures will always protect us from recklessness, fraudulent behavior, dishonesty or other inappropriate 
acts. Violation or allege violation of anti-corruption laws could lead to civil and criminal fines and penalties, reputational 
damage and other consequences which may materially adversely affect our financial condition and results of operation. 
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16. Quarterly Information  
 

  
 2014  20131,3 20121,3 

  
 Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 

(in thousands of dollars,           

except for amounts per share)          

Results from continuing 
operations 

 
        

Revenues ‒ Gold sales  ...................................................................................................................................................................................................................    38,473   50,771   49,488   53,781   72,578   84,519   54,406   69,051  

Operating income (loss)  ..................................................................................................................................................................................................................    (14,679)  (8,407)  (2,935)  9,240   21,044   23,932   4,857   3,952  

Net income (loss)  
         

 from continuing operations  ..............................................................................................................................................................................................................    (13,565)  (7,312)  (227)  (11,571)  13,407   17,835   844   (23,514) 

Attributable to: 
         

  - Equity shareholders  ......................................................................................................................................................................................................................    (12,943)  (7,098)  (815)  (12,812)  11,498   15,246   (218)  (24,170) 

  - Non-controlling interests  ...............................................................................................................................................................................................................    (622)  (214)  588   1,241   1,909   2,589   1,062   656  

Basic earnings (loss) per share  
         

 from continuing operations  ..............................................................................................................................................................................................................    (0.04)  (0.03)  –   (0.05)  0.04   0.06   –   (0.09) 

Diluted earnings (loss) per share           

 from continuing operations  ..............................................................................................................................................................................................................    (0.04)  (0.03)  –   (0.05)  0.04   0.06   –   (0.09) 

Cash flow from operating activities 
         

 from continuing operations2  .............................................................................................................................................................................................................    2,142   12,172   16,158   21,201   28,031   38,301   14,695   28,855  
  .........................................................................................................................................................................................................................................................           
           

Total results          

Net income (loss):   
 (15,998)  (4,337)  (4,815)  (58,453)  (16,360)  (36,087)  5,256   (17,851) 

Attributable to: 
         

  - Equity shareholders  ......................................................................................................................................................................................................................    (14,330)  (18,798)  (5,206)  (51,058)  (10,160)  (28,811)  5,532   (18,743) 

  - Non-controlling interests  ...............................................................................................................................................................................................................    (1,668)  14,461   391   (7,395)  (6,200)  (7,276)  (276)  892  

Basic earnings (loss) per share  .......................................................................................................................................................................................................    (0.05)  (0.07)  (0.02)  (0.19)  (0.04)  (0.11)  0.02   (0.07) 

Diluted earnings (loss) per share  ....................................................................................................................................................................................................    (0.05)  (0.07)  (0.02)  (0.19)  (0.04)  (0.10)  0.02   (0.07) 
 .........................................................................................................................................................................................................................................................   .........................................................................................................................................................................................................................................................           
 

1 Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine.  
2 Cash flow from operating activities excludes changes in non-cash working capital items. 
3 Amounts have been adjusted to reflect the impact of discontinued operations. 

 

17. Information on Outstanding Shares 

As at May 5, 2014, our share capital is comprised of 276,065,432 common shares issued and outstanding.  

We have two stock option plans for our employees, officers, consultants and directors and those of our subsidiaries; the 
Stock Option Plan (the “Original Plan”) and the 2010 Stock Option Plan (the “2010 Plan”). At the 2010 Annual General 
and Special Shareholders’ Meeting, our shareholders adopted the 2010 Plan. Since the adoption of the 2010 Plan by 
SEMAFO’s shareholders, no further options have been granted under the Original Plan.  

The plans provide for the grant of non-transferable options for the purchase of common shares. As at May 5, 2014, stock 
options allowing its holders to purchase 6,802,276 common shares were outstanding.  

 

18. Additional Information 

Exchange rates are as follows: 

 
   CAD / USD $  EUR / USD $ 

   2014  2013   2014  2013  

        
 December 31 (closing)  ........................................................................................................................................................................................................    –    1.0636    –    0.7258  

 March 31 (closing)  ..............................................................................................................................................................................................................    1.1053   1.0156    0.7259   0.7787  

 First quarter (average)  ........................................................................................................................................................................................................    1.1018   1.0090    0.7297   0.7570  
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19. Disclosure Controls and Procedures 

Management is responsible for establishing and maintaining adequate disclosure controls and internal controls over 
financial reporting. Any system of disclosure controls and internal controls over financial reporting, no matter how well 
designed, has inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable 
assurance with respect to financial statement preparation and presentation. There have been no changes in the 
Corporation’s disclosure controls and internal controls over financial reporting during the quarter ended March 31, 2014 
that have materially affected, or are reasonably likely to materially affect, internal control over financial reporting.  
 

20. Non-IFRS Financial Performance Measures from Continuing Operations 

Some of the indicators used by us to analyze and evaluate our results represent non-IFRS financial measures. We 
provide non-IFRS financial performance measures as they may be used by some investors to evaluate our financial 
performance. Since the non-IFRS performance measures do not have any standardized definition prescribed by IFRS, 
they may not be comparable to similar measures presented by other companies. Accordingly, they are intended to 
provide additional information and should not be considered in isolation or as a substitute for measures of performance 
prepared in accordance with IFRS. For the non-IFRS financial performance measures not already reconciled within the 
document, we have defined the IFRS financial performance measures below and reconciled them to reported IFRS 
measures.  

Cash Operating Cost 
A reconciliation of cash operating cost calculated in accordance with the Gold Institute Standard to the operating costs is 
included in the following table: 

 

    Three-month period 

    ended March 31, 

    2014  2013  

 Per ounce produced    

 Gold ounces produced  ........................................................................................................................................................................................................    35,100   42,700  

 (in thousands of dollars except per ounce)    

 Mining operation expenses (relating to ounces sold)  ..........................................................................................................................................................    31,984   31,836  

 Government royalties and selling expenses  .......................................................................................................................................................................    (1,914)  (3,880) 

 Effects of inventory adjustments (doré bars and gold in circuit)  ..........................................................................................................................................    3,340   (1,536) 

     

 Operating costs (relating to ounces produced)  ...................................................................................................................................................................    33,410   26,420  

     
 Cash operating cost (per ounce produced)  .........................................................................................................................................................................    952   619  

      

 
    Three month period 

    ended March 31, 

    2014  2013  

 Per tonne processed    

 Tonnes of ore processed  ....................................................................................................................................................................................................    642,000   711,900  

 (in thousands of dollars except per ounce)    

 Mining operation expenses  (relating to ounces sold)  .........................................................................................................................................................    31,984   31,836  

 Government royalties and selling expenses  .......................................................................................................................................................................    (1,914)  (3,880) 

 Effects of inventory adjustments (doré bars and gold in circuit)  ..........................................................................................................................................    3,340   (1,549) 

     

 Operating costs (relating to tonnes processed)  ..................................................................................................................................................................    33,410   26,407  

     
 Cash operating cost (per tonne processed)  ........................................................................................................................................................................    52   37   
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20. Non-IFRS Financial Performance Measures from Continuing Operations 
(continued) 
 

Operating Cash Flow per Share 
 

   
 

Three-month period
 

   
 ended March 31,

 

   
 

2014 
 

2013
2,3

 

 (in thousands except per share)    

 
Cash flow from operating activities

1 
 .................................................................................................................................................................................... 

 
  2,142   28,031  

 Weighted average number of outstanding common shares  ................................................................................................................................................    274,949   273,248  

 Operating cash flow per share  ............................................................................................................................................................................................    0.01   0.10  

 

21. Additional Information and Continuous Disclosure 

This MD&A has been prepared as of May 5, 2014. Additional information on the Corporation is available through regular 
filings of press releases, financial statements and its Annual Information Form on SEDAR (www.sedar.com). These 
documents and other information about SEMAFO may also be found on our web site at www.semafo.com. 

 

22. Forward Looking Statements 

This MD&A contains forward-looking statements. Forward-looking statements involve known and unknown risks, 
uncertainties and assumptions and accordingly, actual results and future events could differ materially from those 
expressed or implied in such statements. You are hence cautioned not to place undue reliance on forward-looking 
statements. These forward looking statements include statements regarding our expectations as to the market price of 
gold, production targets, timetables, mining operation expenses, capital expenditures and mineral reserves and resources 
estimates. Forward-looking statements include words or expressions such as “committed”, “evolve”, “become”, “pursuing”, 
“growth”, “promising”, “will”, “catalyst”, “expect”, “guidance”, “objective” and other similar words or expressions. Factors 
that could cause future results or events to differ materially from current expectations expressed or implied by the forward 
looking statements include the ability to deliver on our strategic focus, the ability to experience a significant upsurge in 
production in the remainder of the year, the ability to meet our 2014 guidance, including our production guidance of 
between 200,000 and 225,000 ounces of gold, fluctuations in the price of currencies, gold or operating costs, mining 
industry risks, uncertainty as to calculation of mineral reserves and resources, delays, requirements of additional 
financing, increase in tax or royalty rates or adoption of new interpretations related thereto, political and social stability in 
Africa (including our ability to maintain or renew licenses and permits) and other risks described in this MD&A and in our 
other documents filed from time to time with Canadian securities regulatory authorities. You can find further information 
with respect to these and other risks in filings made with the Canadian securities regulatory authorities available at 
www.sedar.com. Documents are also available on our website at www.semafo.com. We disclaim any obligation to update 
or revise these forward-looking statements, except as required by applicable law. 

 
ron
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1 Cash flow from operating activities excludes changes in non-cash working capital items. 
2 Amounts have been adjusted for the adoption of IFRIC 20, Stripping Costs in the Production Phase of a Surface Mine. Please refer to note 5 of the 

consolidated financial statements. 
3 Amounts have been adjusted to reflect the impact of discontinued operations. 
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