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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Morien Resources Corp.

We have audited the accompanying consolidated financial statements of Morien Resources Corp., which
comprise the consolidated statements of financial position as at December 31, 2016 and December 31,
2015, the consolidated statements of comprehensive loss, changes in equity and cash flows for the years
then ended, and notes, comprising a summary of significant accounting policies and other explanatory
information.

Management’'s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of Morien Resources Corp. as at December 31, 2016 and December 31, 2015, and its
consolidated financial performance and its consolidated cash flows for the years then ended in accordance
with International Financial Reporting Standards.
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T

Chartered Professional Accountants, Licensed Public Accountants
February 28, 2017
Halifax, Canada

KPMG Lir is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity.
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MORIEN RESOURCES CORP.

Consolidated Statements of Financial Position
(Canadian dollars)

December 31,

December 31,

Notes 2016 2015

ASSETS
Current assets:
Cash $ 1,322,764 $ 2,616,577
Receivables 3,113 10,221
Marketable securities 5 80,955 -
Prepaid expenses 22,859 17,513
Current portion of long-term receivable 6 2,000,000 -

3,429,691 2,644,311
Non-current assets:
Long-term receivable 6 1,264,191 2,778,654
TOTAL ASSETS $ 4,693,882 $ 5,422,965
LIABILITIES & EQUITY
Current liabilities:
Trade and other payables $ 67,253 $ 110,028
TOTAL LIABILITIES 67,253 110,028
SHAREHOLDERS' EQUITY
Share capital 10 $ 24,705,285 $ 25427254
Contributed surplus 17,731,330 17,675,080
Accumulated other comprehensive income 755,790 269,791
Deficit (38,565,776) (38,059,188)
TOTAL EQUITY $ 4,626,629 $ 5,312,937
TOTAL LIABILITIES AND EQUITY $ 4,693,882 $ 5,422,965

Contingent liability (Note 15)
Subsequent events (Note 17)

The accompanying notes are an integral part of these consolidated financial statements.

Approved on behalf of the Board:

signed “John P. A. Budreski” Director

signed ““ John P. Byrne” Director




MORIEN RESOURCES CORP.

Consolidated Statements of Comprehensive Loss
(Canadian dollars)

For the year ended

December 31,
Notes 2016 2015

Royalty revenue $ - 34,994
Corporate and administration expenses 12 861,766 1,072,732
Exploration and evaluation expenses 13 50,256 89,764
Other income (6,673) (13,327)
Foreign exchange loss (gain) 21,147 (4,201)
Operating expenses (926,496) (1,144,968)
Finance income 19,908 32,331
Net finance income 19,908 32,331
Loss from operations (906,588) (1,077,643)
Other income 7 400,000 -
Net loss $ (506,588) (1,077,643)
Other comprehensive income:
Items which may subsequently be recycled through profit and loss

Fair value adjustment on long-termreceivable, net of tax of nil 6 $ 485,537 269,791

Unrealized gain on available-for-sale marketable securities, net

of taxofnil 5 462 -

Other comprehensive income 485,999 269,791
Total comprehensive loss $ (20,589) (807,852)
Basic and diluted loss per share $ 0.01) (0.02)
Basic and diluted weighted average

number of shares outstanding 54,233,652 57,746,723

The accompanying notes are an integral part of these consolidated financial statements.



MORIEN RESOURCES CORP.

Consolidated Statements of Changes in Equity
(Canadian dollars)

Number of Contributed Accumulated other
shares Share capital surplus comprehensive income Deficit Total

Balance at January 1,2015 59,942,248 $ 26501350 $ 17,584433 § - $ (36,981,545) § 7,104,238
Total comprehensive loss for the period:

Net loss - - - - (1,077,643) (1,077,643)

Other comprehensive income - - - 269,791 - 269,791
Cancellation of shares on execution of sunset clause (Note 10) (6,010) - - - - -
Buyback under share restructuring (Note 10) (274,624) (94,383) - - - (94,383)
Normal course issuer bid purchase of common shares (Note 10) (4,261,000) (979,713) - - - (979,713)
Share-based compensation - - 90,647 - - 90,647
Balance at December 31,2015 55,400,614 $ 25427254 § 17675080 $ 269,791 § (38,059,188) § 5312,937
Balance at January 1,2016 55,400,614 $ 25,427,254 $ 17,675,080 $ 269,791 $ (38,059,188) $ 5,312,937
Total comprehensive loss for the period:

Net loss - - - - (506,588) (506,588)

Other comprehensive income - - - 485,999 - 485,999
Normal course issuer bid purchase of common shares (Note 10) (2,414,000) (721,969) - - - (721,969)
Share-based compensation - - 56,250 - - 56,250
Balance at December 31,2016 52,986,614 $ 24,705,285 $ 17,731,330 $ 755,790 $ (38,565,776) $ 4,626,629

The accompanying notes are an integral part of these consolidated financial statements.



MORIEN RESOURCES CORP.

Consolidated Statements of Cash Flows

(Canadian dollars)

For the year ended
December 31,

Notes 2016 2015

Cash flows from operating activities:
Net loss $ (506,588) $ (1,077,643)
Itemnot involving cash:

Share-based compensation 56,250 90,647

Net finance income (19.,908) (32,331)

Change in non-cash working capital (41,013) (125,270)
Cash flows from operating activities $ (511,259) $ (1,144,597)
Cash flows from financing activities:
Purchase of shares for cancellation (721,969) (1,074,096)
Cash flows from financing activities $ (721,969) $ (1,074,096)
Cash flows from investing activities:
Purchase of marketable securities 5 (80,493) -
Proceeds fromsale 6 - 2,000,000
Interest received 19,908 32,331
Cash flows frominvesting activities $ (60,585) $ 2,032,331
Decrease in cash $ (1,293,813) $ (186,362)
Cash, beginning of year 2,616,577 2,802,939
Cash, end of year $ 1,322,764 $ 2,616,577

The accompanying notes are an integral part of these consolidated financial statements.



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

1. Nature of operations

Morien Resources Corporation (“Morien” or the “Corporation™) is a corporation domiciled in Canada. The address of
the Corporation’s registered office is 99 Wyse Road, Suite 1480, Dartmouth, Nova Scotia, B3A 4S5. The consolidated
financial statements of the Corporation as at and for the years ended December 31, 2016 and 2015 comprise the
Corporation and its subsidiary Advanced Primary Minerals USA Corp (“APMUSA”). The principal business of the
Corporation is the identification, purchase, exploration and development of mineral properties.

2. Basis of presentation
a) Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”).

The consolidated financial statements were authorized for issue by the Board of Directors on February 28, 2017.
b) Basis of measurement
The consolidated financial statements have been prepared on the historical cost basis.

Items included in the financial statements of each of the Corporation’s subsidiaries are measured using the currency of
the primary economic environment in which the entity operates (the “functional currency”). The consolidated financial
statements are presented in Canadian dollars, which is the functional and presentation currency of Morien Resources
Corp.

¢) Use of estimates and judgments

The preparation of the financial statements requires the Corporation's management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting period. The
determination of estimates requires the exercise of judgment based on various assumptions and other factors such as
historical experience and current and expected economic conditions. Actual results may differ from these estimates. The
more significant areas requiring the use of management estimates and assumptions are discussed below.

Long-term receivable

Each reporting period, management assigns a probability assessment to the likelihood of collection of the Kameron
Collieries ULC (“Kameron”) milestone payments, which are then discounted at a risk free rate. Management’s
probability assessment is subject to significant uncertainty; therefore changes to the assessment can have a material
impact to the fair value estimates.

Share-based payments

Equity-settled share-based payments are measured at fair value (excluding the effect of non-market based vesting
conditions) at the date of grant. Fair value is measured using the Black-Scholes pricing model and requires the exercise
of judgment in relation to variables such as expected volatilities and expected lives based on information available at the
time the fair value is measured.



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

2.

Basis of presentation
¢) Use of estimates and judgments (continued)
Share-based payments (continued)

The Corporation makes assumptions in applying valuation techniques including estimating the future volatility of the
stock price, expected dividend yield, future employee turnover rates and future employee behaviors and corporate
performance. Such assumptions are inherently uncertain. Changes in these assumptions affect the fair value estimates.

Taxation

The Corporation’s accounting policy for taxation requires management’s judgment in assessing whether deferred tax
assets and certain deferred tax liabilities are recognized on the statement of financial position. Deferred tax assets,
including those arising from tax loss carry-forwards, capital losses and temporary differences, are recognized only where
it is considered probable that they will be recovered, which is dependent on the generation of sufficient future taxable
profits. Assumptions about the generation of future taxable profits depend on management’s estimates of future cash
flows. These depend on estimates of future production and sales volumes, mineral prices, reserves, operating costs,
restoration and rehabilitation costs, capital expenditure, dividends and other capital management transactions.

Judgments are also required about the application of income tax legislation. These judgments and assumptions are
subject to risk and uncertainty, hence there is a possibility that changes in circumstances will alter expectations, which
may impact the amount of deferred tax assets and deferred tax liabilities recognized on the statement of financial position
and the amount of other tax losses and temporary differences not yet recognized. In such circumstances, some or the
entire carrying amount of recognized deferred tax assets and liabilities may require adjustment, resulting in a
corresponding credit or charge to the income statement.

Summary of significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these consolidated
financial statements, unless otherwise indicated.

The accounting policies have been applied consistently by all subsidiaries of the Corporation.
a) Basis of consolidation

The consolidated financial statements include those of Morien and its wholly owned subsidiary Advanced Primary
Minerals USA Corp, incorporated under the laws of Delaware, USA.

i)  Subsidiaries

Subsidiaries are those entities over which the Corporation has the power to govern the financial and operating
policies so as to obtain benefits from their activities. The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when assessing whether a Corporation controls another
entity.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent company.

Subsidiaries are fully consolidated from the date on which control is transferred to the Corporation and cease to
be consolidated from the date on which control is transferred out of the Corporation. A change in the ownership
interest of a subsidiary that does not result in a loss of control is accounted for as an equity transaction.



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

3.

Summary of significant accounting policies (continued)

a)

b)

Basis of consolidation (continued)
i1) Transactions eliminated on consolidation

Inter-company balances and transactions, and any unrealized income and expenses arising from inter-company
transactions, are eliminated in preparing the consolidated financial statements.

Foreign currency
i) Foreign currency transactions

In preparing the financial statements of each individual entity, transactions in currencies other than the entity's
functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not retranslated.

Exchange differences on monetary items are recognized in profit or loss in the period in which they arise except for
exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is
neither planned nor likely to occur (therefore forming part of the net investment in the foreign operation), which are
recognized initially in other comprehensive income and reclassified from cumulative translation account to profit or
loss on repayment of the monetary items.

ii) Foreign operations

The results and financial position of entities that have a functional currency different from the presentation currency
are translated into the presentation currency as follows:
e assets and liabilities are translated at the closing rate at the date of that statement of financial position;
e income and expenses for each income statement presented are translated at monthly average exchange
rates; and
e all resulting exchange differences are recognized as a separate component of equity (“cumulative
translation account™)

On the loss of control of a foreign operation, all the exchange differences accumulated in equity in respect of that
operation attributable to the owners of the Corporation are recognized in the income statement as part of the gain or
loss on sale.

Financial instruments
i)  Financial assets

The Corporation initially recognizes loans and receivables and deposits at fair value on the date that they originate.
All other financial assets are recognized initially on trade date at which the Corporation becomes party to the
contractual provision of the instrument.

The Corporation derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or
the rights to receive the contractual cash flows on the financial asset are transferred.

The Corporation has the following non-derivative financial assets: loans and receivables and marketable securities.



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

3.

Summary of significant accounting policies (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. Such assets are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition loans and receivables are measured at amortized cost using the effective interest
method, less any impairment losses.

Loans and receivables comprise receivables and cash.
Cash comprises cash on hand and demand deposits.
Available- for-sale

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in
any of the other categories. Available-for-sale assets are designated on acquisition and are carried at fair value.
Changes in fair value of an available-for-sale financial asset are recognized in the statement of other comprehensive
income or loss. The Corporation’s marketable securities and the long-term receivable are classified as available-for-
sale.

Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value hierarchy establishes levels to classify the
inputs to valuation techniques used to measure fair value.

Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs are quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active
markets, inputs other than quoted prices that are observable for the asset or liability (for example, interest rate and
yield curves observable at commonly quoted intervals, forward pricing curves used to value currency and
commodity contracts, volatility measurements used to value option contracts and observable credit default swap
spreads to adjust for credit risk where appropriate), or inputs that are derived principally from or corroborated by
observable market data or other means.

Level 3: Inputs are unobservable (supported by little or no market activity).

The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs.

i1) Financial liabilities

The Corporation initially recognizes other financial liabilities on the trade date at which the Corporation becomes
party to the contractual provisions of the instrument. Such financial liabilities are recognized initially at fair value

plus any directly attributable transaction costs. Subsequent to initial recognition these financial liabilities are
measured at amortized cost using the effective interest method.

The Corporation derecognizes financial liabilities when its contractual obligations are discharged or cancelled or
expire.

The Corporation has the following non-derivative other financial liabilities: trade and other payables.



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

3.

Summary of significant accounting policies (continued)

©)

d)

Financial instruments (continued)
iii) Share capital

Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares and
share options are recognized as a deduction from equity, net of any tax effects.

Marketable securities

Marketable securities are carried at the lower of cost or market value at the end of the reporting period. The change
in fair value is treated as Other Comprehensive Income until a security is sold. Realized gains or losses are based on
the average cost of the particular security held at the time of sale.

Impairment
Financial assets (including receivables)

Financial assets, other than those at fair value through profit or loss, are assessed for objective evidence of
impairment at the end of each reporting period. Financial assets are considered to be impaired when there is
objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the investment have been affected.

For financial assets carried at amortized cost, the amount of the impairment loss recognized is the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the financial
asset's original effective interest rate. Losses are recognized in profit or loss and reflected in an allowance account
against accounts receivable. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss
except to the extent that it relates to a business combination, or items recognized directly in equity or in other
comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
years.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax
basis of assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred income
tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the reporting date
and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability
is settled.

10



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

3.

Summary of significant accounting policies (continued)

f)

g)

h)

Income taxes (continued)

Deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilized. Deferred tax is not recognized for the following temporary
differences: the initial recognition of assets or liabilities in a transaction that is not a business combination and that
affects neither accounting nor taxable profit or loss, and differences relating to investments in subsidiaries and
jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable future. In
addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition of
goodwill.

Deferred income tax assets and deferred income tax liabilities of the same taxable entity are offset when they relate
to taxes levied by the same taxation authority and the entity has a legally enforceable right to set off current tax
assets against current tax liabilities. The principal temporary differences arise from amortization and depreciation
on property, plant and equipment, tax losses carried forward and fair value adjustments on assets acquired in
business combinations.

Share-based compensation

Equity-settled share-based awards to employees and others providing similar services are measured at fair value of
the equity instruments at the date of grant. Fair value is measured using the Black-Scholes pricing model. The fair
value determined at the grant date of the equity-settled share-based payments is expensed as services are rendered
over the vesting period, based on the Corporation’s estimate of the shares that will eventually vest and adjusted for
the effect of non-market-based vesting conditions. For share-based awards with non-vesting conditions, the grant
date fair value of the share-based payment is measured to reflect such conditions and there is no-true-up for
differences between expected and actual outcomes.

Equity-settled share-based award transactions with parties other than employees and those providing similar services
are measured at the fair value of the goods or services received, except where that fair value cannot be estimated
reliably, in which case they are measured at the fair value of the equity instruments granted, measured at the date the
entity obtains the goods or the counterparty renders the service.

Revenue

The Corporation recognizes royalty revenue based upon amounts contractually due pursuant to the underlying
royalty agreements subject to (i) the royalty being fixed and determinable and (ii) the collectability of the royalty
being reasonably assured.

11



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

3.

Summary of significant accounting policies (continued)
i)  Earnings per share

The Corporation presents basic and diluted earnings per share data for its common shares. Basic earnings per share
is calculated by dividing the profit or loss attributable to common shareholders of the Corporation by the weighted
average number of common shares outstanding during the period. Diluted earnings per share is determined by
adjusting the profit or loss attributable to common shareholders and the weighted average number of shares
outstanding adjusted for the effects of all dilutive potential common shares. All share options are currently anti-
dilutive. As a result basic and diluted earnings per share are the same.

Future changes in accounting policies

The following new standards, and amendments to standards and interpretations under IFRS, are not yet effective for the
year ended December 31, 2016, and have not been applied in preparing these consolidated statements:

Amendments to IFRS 9 - Financial Instruments

The TIASB has issued IFRS 9, Financial Instruments, which replaces IAS 39, Financial Instruments: Recognition and
Measurement. The objective of IFRS 9 is to establish principles for the financial reporting of financial assets and
financial liabilities that will present relevant information to users of financial statements for their assessment of the
amounts, timing and uncertainty of an entity’s future cash flows.

The Corporation intends to adopt IFRS 9 for the annual period beginning January 1, 2018. Under the new guidance, any
changes to the fair value of marketable securities will be charged to income/loss during the reporting period and will no
longer be classified as Other Comprehensive Income until the gain/loss is realized.

TIAS 12 - Income Taxes

The amendments clarify that the existence of a deductible temporary difference depends solely on a comparison of the
carrying amount of an asset and its tax base at the end of the reporting period, and is not affected by possible future
changes in the carrying amount or expected manner of recovery of the asset.

The Corporation intends to adopt the amendments to IAS 12 in its financial statements for the annual period beginning
on January 1, 2017. The Corporation is currently assessing the impact of adopting IAS 12.

IFRS 2 — Share-based Payments

The TASB issued amendments to IFRS 2, Share-based Payments, to clarify the classification and measurement of share-
based payment transactions. These amendments deal with variations in the final settlement arrangements including;
accounting for cash settled share-based payments, classification of share-based payments settled net of tax obligations,
and accounting for modifications of share-based payment transactions from cash-settled to equity. The amendments
apply for annual periods beginning on or after January 1, 2018.

The Corporation is currently assessing the impact of adopting this standard on its consolidated financial statements.

12



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

5. Marketable securities

During the year ended December 31, 2016, the Corporation purchased certain publicly traded marketable securities
which management classifies as available-for-sale. The cost to purchase these securities was $80,493. At December 31,
2016, the fair value of these securities was $80,955. The Corporation recognized a $462 unrealized gain on these
marketable securities as other comprehensive income.

6. Receivables from Kameron

On January 7, 2015, the Corporation signed an agreement with Kameron Collieries ULC (“Kameron”) to sell the
Corporation’s 25% working interest in the Donkin Coal Mine (“Donkin”) in Cape Breton, Nova Scotia. Pursuant to the
agreement, Kameron agreed to pay Morien aggregate cash consideration of $5.5 million; $2.0 million on closing, $2.0
million on or before the earlier of the sale of first domestic coal and the 2™ anniversary of closing, and $1.5 million on or
before the earlier of the first export sale of coal and the 3™ anniversary of closing. Morien is also entitled to a gross
production royalty of 2% on the first 500,000 tonnes of coal sales (net of certain coal handling and preparation costs) per
calendar quarter and 4% on tonnage above 500,000. The transaction closed on February 27, 2015 and the Corporation
received its first milestone payment of $2.0 million.

Each reporting period, the management revalues the remaining $3.5 million ($2.0 million current, $1.5 million long-
term) cash consideration owed to the Corporation by Kameron by applying a probability assessment. Subsequent to year
end, on February 27, 2017, the Corporation received $2.0 million of the remaining $3.5 million due from Kameron and
therefore management increased the probability of collection of this amount from 80% to 100%. The fair value
adjustment is recorded, net of any tax effect, in accumulated other comprehensive income until the funds are received, at
which point the adjustment will flow through the statement of income or loss. In light of the continued progress
Kameron has made towards development of the mine (tunnel refurbishment, purchasing equipment, building
construction, installation of conveyor system and other mine support infrastructure and the hiring of personnel),
management increased the probability of collection of the final milestone payment from 80% to 85%. The resultant
amount has been discounted at a risk free rate of 0.73% to arrive at a fair value for the long-term receivable of
$1,264,191 at December 31, 2016. The revaluation of the milestone payments resulted in other comprehensive income of
$485,537 during 2016.

As the future amounts to be received by the Corporation are highly dependent on the development and operation of the
project, they may be higher or lower than management’s estimate. Changes in these estimates will be recorded in future
periods as these uncertainties are resolved and the actual cash payments are received. The amounts may differ materially
from the amounts initially estimated.

13



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

Milestone payment from Vulcan

On April 11, 2014, the Corporation entered into agreements (“Agreements”) with Vulcan Materials Company (“Vulcan™)
and the Municipality of the District of Guysborough for the development of the Black Point Project in Guysborough
County, Nova Scotia. Under the terms of the Agreements, Vulcan assumed Morien’s interest in the Black Point Project
and became manager and operator of the project in exchange for milestone payments totaling $1,800,000 and a royalty
stream payable on all material sold from the project over the life of the mine. The first payment of $1,000,000 was
received on signing and transfer of interest to Vulcan. On May 5, 2016, the Corporation received a $400,000 milestone
payment from Vulcan Materials Company (“Vulcan”) following receipt of the positive provincial and federal
environmental approvals. Morien is due to receive an additional $400,000 milestone payment from Vulcan upon the
completion of related and pending permitting agreements for Black Point. Future milestone payments will be recorded
when they are received.

Income taxes and deferred tax liability

The Corporation's provision for income taxes differs from the amount computed by applying the combined Canadian
federal and provincial income tax rates to income (loss) before income taxes as a result of the following:
For the year ended December 31,

2016 2015
Statutory tax rates 31.0% 31.0%
Income taxes (recovery) computed at the statutory rates $ (157,042) $ (334,069)
Benefit of tax deductions not recognized 140,197 305,097
Expenses not deductible for tax purposes 18,466 29,803
Effect of foreign taxrates (1,621) (831)
Provision for income taxes $ - $ -

The enacted or substantively enacted tax rate in Canada of 31.0% (2015 - 31.0%) and in the USA of 39.0% (2015 —
39.0%) where the Corporation operates are applied in the tax provision calculation.

The deferred taxes related to the following temporary differences and non-capital losses have not been recognized in the
consolidated financial statements.

2016 2015
Canada USA Total Canada USA Total

Non-capital losses carried forward $5,135,635 $11,106,313 $16,241,948 $ 4,666,038 $11,297,774 $ 15,963,812

Property, plant & equipment 9,834 - 9,834 9,834 - 9,834
Share issuance costs 101,893 - 101,893 127,216 - 127,216
Intangible assets 724,214 556,569 1,280,783 724,214 703,652 1,427,866
Long-termreceivable 235,809 - 235,809 721,346 - 721,346
Deferred resource expenses 1,128,299 - 1,128,299 1,126,579 - 1,126,579

$7,335,684 $11,662,882 $18,998,566 $ 7,375,227 $12,001,426 §$ 19,376,653

As at December 31 2016, the Corporation has non-capital losses available to be carried forward and applied against
taxable income of future years. The non-capital losses expire from 2025 to 2036.

14



MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

10.

Capital management

The Corporation’s objective when managing its capital is to safeguard its ability to continue as a going concern so that it
can continue to finance its exploration programs and ensure the Corporation remains in sound financial position. The
Company defines capital that it manages as its equity attributable to common shareholders of the Corporation, which is
comprised of share capital, contributed surplus, accumulated other comprehensive income and deficit.

The Corporation manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets and the Corporation’s working capital requirements. In order to
maintain or adjust the capital structure, the Corporation (upon approval from its Board of Directors, as required) may
issue additional capital, primarily through equity financings. The Board of Directors reviews and approves any material
transaction out of the ordinary course of business, including proposals on acquisitions, major investments, as well as
annual capital and operating budgets. The Company is not subject to externally imposed capital requirements.

The Company principally utilizes equity to finance its exploration and administrative obligations.

December 31, December 31,

Capital Structure 2016 2015
Shareholders' Equity $ 4,626,629 $ 5,312,937
Net capital $ 4,626,629 $ 5,312,937
Share Capital

The Corporation has an unlimited number of common shares authorized for issue without par value. The number of
common shares outstanding at year-end is as follows:

2016 2015
Shares $ Shares $
Issued and outstanding at January 1 55,400,614 25,427,254 59,942,248 26,501,350
Normal course issuer bid purchases (2,414,000) (721,969) (4,261,000) (979,713)
Cancellation of shares on execution of sunset clause - - (6,010) -
Buyback under share restructuring - - (274,624) (94,383)
Issued and outstanding at December 31 52,986,614 24,705,285 55,400,614 25,427,254

Share cancellations

Under the terms of a normal course issuer bid (“NCIB”), Morien purchased and cancelled 2,414,000 shares in the year
ended December 31, 2016 (2015 — 4,261,000) at a total cost of $721,969 (2015 - $979,713), including $10,305 in
transaction costs (2015- $19,216).

In the April 2015, the Corporation acted on a sunset clause related to an arrangement dated October 15, 2002 between
2016517 Ontario Ltd., 2016964 Ontario Limited and Highwood Resources Ltd., a predecessor company to Morien. By
acting on the sunset clause, 6,010 shares being held under a depository agreement were cancelled.

Effective June 15, 2015, the Corporation purchased 274,624 shares from small and odd-lot shareholders via a share
restructuring whereby shareholders owing less than 1,000 shares were bought out for cash at $0.25 per share.
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MORIEN RESOURCES CORP.

Notes to Consolidated Financial Statements

(Canadian dollars)

For the years ended December 31, 2016 and 2015

11. Stock options and warrants

(a) Stock options

The Corporation has an incentive stock option plan whereby it can grant options to employees, officers, directors
and consultants of Morien to acquire up to 10% of the outstanding shares at the time of grant. The board of directors
of the Corporation shall determine the exercise price, term and vesting provisions of options granted. Under
Morien’s stock option plan, the exercise price of each option may not be less than the market price of its shares at
the date of grant less a discount permitted by the TSX-V. Options granted under the Morien plan will have a term
not to exceed 5 years so long as the Corporation is classified as a Tier 2 issuer by the TSX-V.

The changes in stock options for the years ended December 31, 2016 and 2015 were as follows:

December 31,2016 December 31,2015
Weighted Weighted average
Number of average exercise . .

options price Number of options exercise price
Outstanding at January 1 4,985,000 $ 0.29 5,375,000 $ 0.32

Granted 275,000 0.27 - -
Expired (57,500) 1.49 (390,000) 0.69
Outstanding at December 31 5,202,500 $ 0.27 4,985,000 $ 0.29
Exercisable at December 31 5,202,500 $ 0.27 4,985,000 $ 0.29

The following table summarizes information concerning outstanding and exercisable options at December 31, 2016:

Number of A Remaining

Expiry date options Welghtfed ave.rage contractual

outstanding exercise price life (years)
July 5,2017 150,000 $ 0.45 0.51
August 27, 2017 410,000 $ 0.36 0.65
November 30, 2017 2,485,000 $ 0.27 0.92
October 6, 2019 1,882,500 $ 0.25 2.76
January 26, 2021 125,000 $ 0.22 4.07
June 30, 2021 150,000 $ 0.31 4.50
5,202,500 $ 0.27 1.72

(b) Share-based compensation

The fair value of each option granted is estimated at the time of grant using the Black-Scholes option pricing model
with weighted-average assumptions for grants as follows (there were no options granted in 2015):

Year-ended
December 31,2016
Share price at grant date 0.25
Exercise price 0.27
Risk-free interest rate 0.59%
Expected life 4.55 years
Expected volatility 133%
Weighted average grant date fair value 0.20

Expected volatility is estimated by considering historic average share price volatility. All options granted in 2016

vested immediately and have a five year term.
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11. Stock options and warrants (continued)

(c) Warrants

The following table summarizes the continuity of the warrants for the years ended December 31, 2016 and 2015:

December 31,2016 December 31,2015
Weighted .

Number of average exercise Welght?d ave.r a8e

warrants price Number of warrants exercise price
Outstanding at January 1 341,728 $ 0.25 341,728 $ 0.25

Broker warrants expired (341,728) (0.25) - -
Outstanding at December 31 - $ - 341,728 $ 0.25
Exercisable at December 31 - $ - 341,728 $ 0.25

12. Corporate and administration expenses

For the year ended December 31

2016 2015

Employee and service agreement fees $ 467,642 $ 589,018
Share-based compensation 56,250 90,647
Investor relations and communications 64,850 60,672
Office and sundry 27,618 29,149
Professional fees 73,838 93,429
Regulatory compliance 154,980 187,867
Travel and accomadations 16,588 21,950

$ 861,766 $ 1,072,732

13. Exploration and evaluation expenses

For the year ended December 31

2016 2015
Employee compensation costs $ 32,756 $ 110,068
Other expenses 33,426 25,948
Partner recoveries (15,926) (46,252)
$ 50,256 $ 89,764

The Corporation recovered costs from Vulcan for Morien management assisting with permitting the Black Point quarry.

Costs include allocations of management services for time spent on efforts to identify and evaluate potential properties

and companies to invest in or partner with.
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14.

15.

16.

Related Parties

Compensation of key management personnel:
The total remuneration of the Directors and other key management personnel were as follows:

For the years ended December 31,

2016 2015
Directors' fees 96,000 83,000
Share-based compensation to directors 24,500 -
Key management compensation and benefits 310,500 312,748
Share-based compensation to key management 24,400 90,647

455,400 486,395

Key management compensation and benefits includes CEO salary costs and management fees charged from Erdene
Resource Development Corporation for the services of a part-time CFO and other key management personnel.

Contingent liability

In connection with the sale of the Corporation’s 25% interest in Donkin, the Corporation gave an indemnification to
Kameron with respect to certain possible litigation matters related to Donkin and other related matters. No such claims or
litigation have been initiated and the financial amount of potential claims cannot be reasonably estimated, although it is
possible that such claims could be material. The Corporation has concluded that it is not probable that liability will result
from these matters or from the indemnity and therefore no amount has been accrued in the financial statements.

Financial instruments
Credit risk:

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk
at the reporting date was:

December 31, December 31,

2016 2015
Cash $ 1,322,764 $ 2,616,577
Current portion of long-termreceivable 2,000,000 -
Receivables 3,113 10,221
Long-termreceivable 1,264,191 2,778,654

$ 4,590,068 $ 2,626,798

The Corporation manages credit risk by holding the majority of its cash with high quality financial institutions in
Canada, where management believes the risk of loss to be low.

Receivables include milestone payments from Kameron (current portion of $2,000,000 and long term portion of
$1,264,191). The credit risk on the Kameron receivables is factored into the Corporation’s fair value estimates (see note
6). Subsequent to year end, on February 27, 2017, payment of the current portion was received from Kameron.
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16. Financial instruments (continued)
Liquidity risk:

Liquidity risk is the risk that the Corporation will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Corporation’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when
due, under both normal and stressed conditions. As of December 31, 2016, the Corporation had a cash balance of
$1,322,764 (December 31, 2015 - $2,616,577) to settle current liabilities of $67,253 (December 31, 2015 - $110,028).

Market risk:

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates,
and commodity and equity prices.

(a) Interest rate risk
The Corporation has no interest-bearing debt and is not exposed to any significant interest rate risk.
(b) Foreign currency risk

Morien operates in Canada, and equity financings are in Canadian dollars. APMUSA is based in the United States
but is not currently in active operations; therefore, the exposure to foreign currency risk is limited. The Corporation
does not use any form of hedging against fluctuations in foreign exchange.

The Corporation’s exposure to USD dollar currency risk was as follows:

December 31, December 31,

2016 2015
Cash $ 9,960 § 15,558
$ 9,960 3 15,558

Sensitivity to a plus or minus 10% change in the USD dollar exchange rate would affect comprehensive loss and
deficit by approximately $996 (2015 - $1,556).

The Corporation’s exposure to British pound currency risk was as follows:

December 31, December 31,
2016 2015
Cash $ 53,344 $ -
$ 53,344 $ -

Sensitivity to a plus or minus 10% change in the British pound exchange rate would affect comprehensive loss and
deficit by approximately $5,334 (2015 - Nil).
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16. Financial instruments (continued)
(c¢) Commodity price risk

The Company is exposed to commodity price risk. Commodity price risk is defined as the potential adverse impact
on earnings and economic value due to commodity price movements and volatilities. The Company closely monitors
prices for the commodities underlying the Corporation’s royalties. None of the properties on which the Corporation
owns royalties are currently in production. At this point the Corporation doesn’t enter into any hedging to offset risk.

(d) Equity price risk

The Company is exposed to equity price risk through its marketable securities. Sensitivity to a plus or minus 10%
change in the market value of its marketable securities would affect comprehensive loss by approximately $8,096
(2015 - nil).

Fair value

During the years ended December 31, 2016 and 2015, there were no transfers between level 1, level 2 and level 3
classified assets and liabilities. The fair values of the Corporation’s financial instruments are considered to approximate
the carrying amounts. The following table provides the disclosures of the fair value of financial assets and liabilities and
the level in the hierarchy.

December 31,2016 December 31,2015
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

Financial assets:

Cash $ 1,322,764 $ - $ - $2,616,577 $ - $ -

Marketable securities 80,955 - - - - -

Current portion of long-termreceivable - - 2,000,000 - - -

Receivables - 3,113 - - 10,221 -

Financial asset classified as available-

for-sale long-termreceivable - - 1,264,191 - - 2,778,654

Financial liabilities at amortized cost:

Trade and other payables $ - $ 67,253 §$ - $ - $110,028 $ -

The receivables relating to the sale of the Corporation’s 25% working interest in Donkin are financial assets categorized
as level 3 because the fair value measurement is based on significant inputs not observable in the market, (see note 6).

17. Subsequent events

e Subsequent to year end, on February 27, 2017, the Corporation received a $2.0 million milestone payment from
Kameron as required under the agreement entered into on January 7, 2015. An additional payment of $1.5
million remains outstanding until the earlier of first export sale of coal from Donkin or February 27, 2018.

e  Under the terms of a new NCIB dated January 24, 2017, Morien may acquire up to 1,059,700 shares in a 30 day
period, up to a maximum of 4,235,000 shares in the period up to January 31, 2018, representing approximately
10% of the public float of Morien prior to commencement of the NCIB. Such purchases will be made through
the facilities of the TSX Venture Exchange.
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