NIGHTHAWK GOLD CORP.
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE SIX MONTHS ENDED JANUARY 31, 2015
The following management’s discussion and analysis (“MD&A”) is management’s assessment of the results and
financial condition of Nighthawk Gold Corp. (“Nighthawk” or the “Company”) and should be read in conjunction with
the unaudited condensed interim consolidated financial statements for the six months ended January 31, 2015 (“Q2
2015”), which have been prepared in accordance with International Financial Reporting Standards (“IFRS”). All dollar
amounts are in Canadian dollars, unless otherwise noted. The date of this MD&A is March 31, 2015. Nighthawk’s
common shares trade on the TSX Venture Exchange (“TSXV”) under the symbol “NHK” and its most recent filings are
available on the System for Electronic Document Analysis and Retrieval (“SEDAR”) and can be accessed through the
Internet at www.sedar.com.
The "Independent Qualified Person" under the guidelines of National Instrument 43-101 of the Canadian Securities
Administrators (“NI 43-101”) for Nighthawk’s exploration projects in the following discussion and analysis is Dr. Michael
J. Byron, P.Geo., a Registered Professional Geologist of Ontario and the Northwest Territories and a Director of
Nighthawk. The scientific and technical information concerning such properties contained herein has been reviewed by
Dr. Byron.
1.

DESCRIPTION OF BUSINESS

Nighthawk is a Canadian-based exploration company focused on acquiring and developing gold mineral properties in
the Northwest Territories (“NWT”). With the acquisition of the mineral claims and leases of the Colomac Gold Project
(see Section 2.1 – Acquisitions and Option Agreements), Nighthawk’s Indin Lake Gold Property comprises a total land
package of 229,791 acres or 930 square kilometres (“km”) in the Indin Lake Greenstone Belt, located approximately
200 km north of Yellowknife, NWT.
Nighthawk has focused its activities to offer shareholders leverage to gold by acquiring and staking exploration
properties including those with historic resource estimates that have the geological potential to be enhanced through
both modern day exploration and higher gold prices. Since its incorporation, mineral exploration has been Nighthawk’s
sole business. Nighthawk has not conducted any revenue generating operations to date. As at January 31, 2015,
Nighthawk had working capital of $2.49 million (including cash of $2.45 million), exploration and evaluation assets of
$37.24 million, restricted cash of $4.65 million, and long-term liabilities, which primarily consisted of a provision for
service obligation of $3.01 million, and a deferred income tax liability of $1.20 million.
2.

EXPLORATION AND EVALUATION ACTIVITIES

INDIN LAKE GOLD PROPERTY
The Indin Lake area resides within a historic gold camp which has been largely ignored for almost twenty-five years,
rendering it vastly underexplored with numerous untested prospective targets. Several gold deposits and showings lie
within this belt, the most significant being the former producing Colomac open pit gold mine, which was acquired by
Nighthawk in January 2012 (see Section 2.1 – Acquisitions and Option Agreements).
Nighthawk has significantly expanded the number of gold exploration targets within its Indin Lake Gold Property area
that lies along the West Bay – Indin Lake Fault Zone, a regional structure that extends over 200 km from the shores of
Great Slave Lake to areas north of the Indin Lake Greenstone Belt. This fault zone contains both the Giant and Con
gold mines (approximately 13 million oz Au of production) to the south and the Colomac Gold Project (historic
production of 527,908 oz Au) within its northern extent. Management believes this structure has played a major role in
the development and localization of the Indin Lake gold mineralization; much the same role as that of other large
regional fault zones, such as the Destor-Porcupine Fault’s influence on gold deposit formation within the Timmins gold
camp. The Indin Lake Greenstone Belt remains one of the few underexplored historic gold camps in Canada. See
Figure 1 for a map of Nighthawk’s Indin Lake Gold Property Land Package.
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Figure 1
Indin Lake Gold Property Land Package

2.1

Acquisitions and Option Agreements

In August 2008, Nighthawk acquired 6 mining leases and 6 mining claims within the Indin Lake Greenstone Belt (the
“Damoti Lake Property”), subject to an existing 2% net smelter royalty. Upon acquisition, a reclamation obligation
existed at the Damoti Lake Property (the “Damoti Reclamation Obligation”). At the time of acquisition, the estimated
cost of the Damoti Reclamation Obligation could not be reliably measured. Environmental assessments have since
been carried out using a third party specialist and the cost of the Damoti Reclamation Obligation is estimated to be
$0.40 million. Costs related to the Damoti Lake Obligation are capitalized as acquisition costs related to the Damoti
Lake Property as the liability was known and assumed at acquisition.
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Under agreements dated in January 2011, and as amended in April 2013, the Company acquired a 100% interest in 15
mining leases and 3 mining claims located within the Indin Lake Greenstone Belt (the “Indin Lake Claims/Leases”),
subject to existing net smelter royalties on certain claims ranging from 2% to 5%.
In January and April 2011, the Company staked 107 additional mining claims in the Indin Lake Greenstone Belt in the
NWT, thereby linking the Damoti Lake Property with the Indin Lake Claims/Leases and consolidating much of the Indin
Lake Gold Camp’s ground to form the Indin Lake Gold Property.
Acquisition of the Colomac Gold Project
On January 26, 2012, the Company completed an agreement (the “Colomac Agreement”) to acquire 100% of the
mineral claims and leases of the former producing Colomac Gold Project in the NWT from Aboriginal Affairs and
Northern Development Canada (“AANDC”). The Colomac Gold Project lies within the central portion of Nighthawk's
229,791 acre Indin Lake Gold Property. Through the acquisition, approximately 90% of the Indin Lake Greenstone Belt
was consolidated. The Colomac Gold Project contains at least five separate gold deposits open in all directions
(Colomac Main, Grizzly Bear, Goldcrest, Dyke Lake, and 24/27), only one of which, the Colomac Main Deposit, was
historically mined. Intermittent mining from 1990 to 1997 was limited to one of three shallow open pits developed on a
steeply dipping quartz-feldspar porphyry intrusion (Colomac sill). Historical production is reported to be 527,908 oz Au
with an average head grade of 1.66 g/t Au. Mining activities exploited only a small portion of the sill’s 7 km mineralized
strike length. All mining and processing equipment and infrastructure have been removed from the Colomac Gold
Project.
As consideration for the Colomac Gold Project, Nighthawk committed to perform reclamation services on three other
sites within the Indin Lake Gold Property land package which are the responsibility of AANDC, being the Diversified,
Chalco Lake, and Spider Lake sites. The obligation for the reclamation services being carried out on behalf of AANDC
totals a maximum of $5.00 million. Upon closing, security in the form of letters of credit totalling $5.00 million ($3.00
million for the Diversified site, $1.00 million for the Chalco Lake site and $1.00 million for the Spider Lake site) was
posted in favour of AANDC (collectively, the “Colomac LOC’s”) to secure the obligation to perform the services for
each site. The Colomac LOC's are secured by guaranteed investment certificates at a Canadian chartered bank for the
same amounts (the “Colomac GIC’s”). The Company has not assumed the reclamation liabilities of these three sites
and is not responsible for any historical environmental liabilities associated with the Colomac Gold Project. Upon
completion of the reclamation services to the satisfaction of an independent third party engineer, the Colomac LOC’s
with respect to each site will be released and the hold restriction on the related Colomac GIC will be eliminated. See
Section 3 – Service Obligation Under Terms of Colomac Agreement for further details. In March 2013, the reclamation
activities at the Chalco Lake site were completed as the approval of the third party engineer was obtained. As a result,
the Colomac LOC with respect to the Chalco Lake site was released and the hold restriction on $1.00 million was
eliminated.
Acquisition of the Kim and Cass Gold Deposits
On December 18, 2013, Nighthawk completed an option agreement (the “Kim/Cass Option”) to acquire 100% of 4
contiguous mining leases adjacent to its Indin Lake Gold Property in the NWT. The mineral leases encompass the Kim
and Cass gold deposits as well as multiple other prospects within the Indin Lake Greenstone Belt. Kim and Cass
represent the final strategic mineral leases to be incorporated into the Company’s Indin Lake Gold Property.
Under the terms of the Kim/Cass Option, the vendor was granted a 2.5% net smelter royalty (of which 1.5% can be
repurchased for $1.50 million) and was paid $250,000 on signing, one-half of which was satisfied through the issuance
of 1,768,345 common shares. Subsequent option payments totalling $1,300,000 are staged in tranches over the next
three years with the Company having the right to satisfy one-half of each of the following payments through the
issuance of common shares, subject to regulatory approval:
•
•
•

On or before December 31, 2014: $0.30 million ($0.15 million in cash and $0.15 million satisfied through the
issuance of 462,392 common shares);
On or before December 31, 2015: $0.45 million; and
On or before December 31, 2016: $0.55 million.
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2.2

National Instrument 43-101 Resource Estimate

On June 17, 2013, Nighthawk announced its 2013 inferred resource estimate of 39.815 million tonnes with an average
grade of 1.64 grams per tonne gold (“g/t Au”) for 2.101 million ounces gold (“oz Au”) using a cut-off grade of 0.6 g/t Au
(the “2013 Resource Estimate”). The 2013 Resource Estimate increased average grade by 56%, and increased total
contained ounces by 45% compared to the previously announced NI 43-101 inferred mineral resource estimate of
42.650 million tonnes with an average grade of 1.05 g/t Au for 1.446 million oz Au using a cut-off grade of 0.6 g/t Au in
February 2012 (the “2012 Resource Estimate”). Colomac's five known gold deposits are represented in this mineral
resource estimate: Colomac Sill, Goldcrest North, Goldcrest South, Grizzly Bear, and 24-27, of which the Colomac Sill
currently accounts for 93.5% of the resource. All deposits are open laterally and to depth (see Figure 2 – Plan View of
Deposits at Colomac). Historically mined volumes of the Colomac Main mineralization have been deleted from the
current resource model.
Figure 2 – Plan View of Deposits at Colomac

Limited historical drilling discovered a high-grade shoot below the main deposit (at Zone 3.5) tracing it to a depth of
1,000 m. Only the upper portion of this shoot is not included in the 2013 Resource Estimate. The potential for
additional high-grade shoots exists over the Colomac sill’s seven km strike length and the Colomac Gold Project’s
tonnage and contained ounces are expected to increase due to the deposits' significant exploration prospects.
Potential high-grade shoots, if delineated, may lead to an increase in the average grade.
ACA Howe International Limited (“ACA Howe”) authored the NI 43-101 technical report (2013 Resource Estimate),
which is available on SEDAR under Nighthawk’s profile.
Table 1 identifies the Colomac Gold Project’s mineralized zones, which are characterized by significant mineralized
widths representing the potential for near-surface bulk tonnage deposits. Resources were defined using a block cut-off
grade of 0.6 g/t Au. The 2013 Resource Estimate utilizes historic diamond drilling results from approximately 916
holes, with 30 holes drilled during the 2012 drill program and the balance of which were completed between 1987 and
1997. All resources have been assigned to the inferred category due to the historic nature of the data and the need for
additional verification work, which has yet to be completed.
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Table 1
Colomac Gold Project Inferred Mineral Resources by Zone
(using Block Model Cut-off Grade of 0.6 g/t Au)
Zone

Tonnes

g/t Au

Oz Au

Colomac North
Colomac Central
Colomac South
Goldcrest North
Goldcrest South
Grizzly Bear
27
24

6,963,000
19,170,000
10,840,000
678,500
434,900
807,000
528,000
390,000

1.24
1.63
1.96
2.23
2.14
1.04
1.21
0.96

276,900
1,002,000
684,500
48,650
29,880
27,000
20,000
12,000

Total

39,815,000

1.64

2,101,000

Notes to Table 1:
1. A block cut-off value of 0.6 g/t Au was applied to all resource blocks.
2. Tonnes and ounces have been rounded to reflect the relative accuracy of the mineral resource estimate;
therefore numbers may not total correctly.
3. Mineral Resources were calculated with commercial mining software.
4. For 2013 updated Colomac and Goldcrest block models: Drill holes traces showing lithology and gold grade
were reviewed in plan and cross section. Geological domains were created using Leapfrog Implicit Geological
Modeling Software. Assays with each domain were top cut to 31 g/t and then composited to regular 5ft intervals.
Block model grade interpolation was undertaken using Ordinary Kriging (OK).
5. For 2012 Grizzly Bear, 24 and 27 block models: Drill holes traces showing lithology and gold grade were
reviewed in plan and cross section to generate mineralised domains. Assays with each domain were top cut to
31 g/t and then composited to regular 5ft intervals. Block model grade interpolation was undertaken using
Multiple Indicator Kriging (MIK). Refer to Lee and Trinder (2012).
6. The resource estimate was prepared by Leon McGarry, B.Sc., Geologist, ACA Howe and supervised by Ian
Trinder, M.Sc., P.Geo., ACA Howe.
7. Gold price is US$1500 per ounce.
8. A default average specific gravity (SG) value of 2.7 has been used.
9. Mineral Resource tonnes quoted are not diluted.
10. No Measured or Indicated Resources or Mineral Reserves of any category are identified.
11. Mineral resources are not mineral reserves and by definition do not demonstrate economic viability. This mineral
resource estimate includes Inferred mineral resources that are normally considered too speculative geologically
to have economic considerations applied to them that would enable them to be categorized as mineral reserves.
There is also no certainty that these Inferred mineral resources will be converted to the measured and indicated
resource categories through further drilling, or into mineral reserves, once economic considerations are applied.
12. 1 troy ounce equals 31.10348 grams.

The inferred mineral resources are sensitive to the block model cut-off grade as shown in the sensitivity table in Table
2 as follows:
Table 2
Colomac Gold Project Global Block Model
Cut-off Grade Sensitivity Table
Block Model Cutoff Value g/t Au
2.0
1.5
1.0
0.8
0.6
0.5
0.4

Block Model Avg.
Grade g/t Au
3.00
2.44
1.94
1.79
1.64
1.55
1.38

Block Model
Tonnage (Mt)
9.587
17.048
29.415
34.469
39.815
43.562
51.351

Total Oz Au
925,400
1,340,000
1,835,000
1,982,000
2,101,000
2,169,000
2,281,000

Note: The reader is cautioned that the figures in this table are not a Mineral Resource Statement. The
figures are only presented to show the sensitivity of the block model estimates to the selection of cut-off
grade.
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Mineralized Zones
Zone 2.0, within the northern part of the Colomac Main Zone, hosts a well-defined mineralized shoot with true widths
ranging from 40 m near surface to 80 m at depth. Steeply plunging to the northeast, this style of mineralization
constitutes a key opportunity as recent drilling has confirmed its continuation and increasing widths with depth. Zone
3.5, located 2.5 km to the south, is similar to Zone 2.0 but with significantly less drilling, has near surface true widths of
20 m ranging to 40 m at depth. The continuity and widths of mineralization characterizing these two zones establishes
them as important prospects for resource expansion. Although less well defined than Zone 2.0, Zone 3.5 contains
0.528 million oz Au at 2.15 g/t Au, or over 1/4 of the current global resource with approximately 20% higher-grade. Of
the sill’s 7.0 km strike length, 5.5 km are outlined in the 2013 Resource Estimate. Since Zones 2.0 and 3.5 account for
only about 20% of that mineralized length, the potential for the intrusion to host similar higher-grade shoots exists and
represents a significant opportunity.
The Goldcrest Sill lies parallel to and 400 m west of the compositionally similar Colomac Sill. Two zones, Goldcrest
North and South, lie along the sill’s 2.5 km length and are included in the 2013 Resource Estimate. Zone estimates are
based exclusively on limited historic drilling generally to less than 100 m depth. The Goldcrest resource, having the
highest average grade at 2.2 g/t Au, represents a primary underexplored target that is open laterally and to depth.
2.3

The Colomac Gold Project

Colomac is located 220 km northwest of Yellowknife, NWT, in the central portion of the Indin Lake Gold Property.
Access is by winter road from Yellowknife for approximately three months each year, or year round by chartered
aircraft to a 5,000 foot airstrip at site. Five separate gold deposits makeup Colomac: Colomac Main, Grizzly Bear,
Goldcrest, Dyke Lake, and 24/27. With the addition of the Colomac Gold Project, over 20 continuous km of mineralized
structure has been consolidated (see Figure 3 below) that hosts 9 gold deposits (5 at the Colomac Gold Project, North
Inca, Diversified, #3, and Lexindin). To the north, the mineralized structure deviates sharply to the west and hosts
several gold showings over an additional 18 km.
Figure 3
Indin Lake Leta Arm Mineralized Structure with Colomac
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Gold was initially discovered at Colomac in 1945. In 1990, Neptune Resources Corp. (“Neptune”) put the property into
production, but shut it down in 1991 due to unfavourable gold prices after producing 138,600 ounces gold. Royal Oak
acquired Colomac from Neptune in April 1993. Royal Oak recommenced stripping operations in March 1994, with first
gold production in July 1994. Royal Oak closed the mine in December 1997 citing low gold prices, and subsequently
filed for court protection from its creditors under the Companies' Creditors Arrangement Act in April 1999. AANDC
became the owner of Colomac by way of Court Order dated December 13, 1999 following the receivership of Royal
Oak and its related companies and proceeded to complete the required remediation for the site. All mining and milling
facilities were removed from the site subsequent to AANDC taking control of the property.
During its peak, Royal Oak employed over 250 workers on the Colomac site. Reported production statistics are
presented in Table 3.
Table 3
Colomac Production History
Year

Ounces
Produced

Tonnes
Milled

Head
Grade
(g/tonne)

Recovery

Cash
Cost/oz
(US$)

Average
Gold Price
(US$)

1990

64,500

1,040,000

1.89

90%

300

384

1991

74,100

1,131,000

2.19

94%

NA

362

1994

40,568

985,091

1.58

87%

NA

384

1995

117,646

2,725,388

1.61

92%

383

384

1996

122,416

3,013,156

1.58

87%

370

388

1997

108,678

2,906,081

1.51

85%

354

331

Total

527,908

11,800,716

1.66

89%

Colomac’s five known gold deposits lie within a north striking, steeply dipping, Archean greenstone belt of deformed
sedimentary and intermediate to ultramafic volcanic rocks. Deposits appear in two distinct geological settings with the
Colomac Main, Goldcrest, and Dyke Lake deposits hosted within a differentiated mafic intrusion, whereas the Grizzly
Bear and 24/27 deposits occur near or within the sedimentary/volcanic rock contact.
All historic gold production was extracted from the Colomac Main Deposit, which occurs in a north-south striking
differentiated mafic sill approximately 7 km long and 120 m wide bounded by mafic volcanic rocks. Mineralization is
predominantly free gold spatially associated with quartz-carbonate veining and minor sulphides. During deformation,
the sill behaved as a competent unit enclosed within more ductile rocks, thus representing the classic competency
contrast condition present in many Archean lode gold camps. This has led to the preferential emplacement of goldbearing veins within the intrusion.
Colomac Sill
Historic drill logs describe the Colomac intrusion as having a quartz-feldspar-porphyry component, as well as a quartz
diorite phase. Detailed historical surface outcrop mapping shows an unrestricted distribution of the two rock types. To
provide some clarification, detailed lithogeochemical sampling of holes from the 2012 program were undertaken to help
better understand the intrusion, gold distribution, and possible alteration. Results indicate that the Colomac intrusion is
best described as a sill whose top is to the east. Gold is preferentially located within the upper two thirds of the sill
restricted to domains enriched in silica. Trace element analyses on samples taken throughout the sill show progressive
increases and decreases in abundance, suggesting a fractionation process occurred as evidenced by the highly
constrained slopes of trace element profiles throughout the transition from top to base within the sill, with abrupt breaks
across major lithological contacts. This is best explained as a fractionation process that gave rise to a differentiated
sill.
Colomac is a differentiated sill of intermediate to mafic composition (tonalite–trondhjemite) with a fine to medium
grained felsic to intermediate upper portion and a medium to coarse grained mafic base. Gold is concentrated within
the silica rich upper portion of the sill, which behaved in a brittle manner during regional structural deformation
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providing depositional sites for gold. This is in contrast to the ductile behavior of the lower portion of the sill and the
surrounding mafic volcanic rocks. These observations are being used to help identify and target better mineralized
areas within the sill, ultimately helping to streamline the ongoing exploration program.
Differentiated intrusions are known to contain large gold deposits. One of the world’s largest, Kalgoorlie, is hosted by
an intrusion similar to Colomac. Kalgoorlie lies within the Eastern Goldfields of Western Australia with production in
excess of 50 million oz Au to date. Both the Kalgoorlie and Colomac deposits are hosted by a fractionated mafic
intrusion cutting dominantly mafic volcanic packages. Both intrusions occur in similar age rocks, have similar strike
lengths, and have been subjected to similar styles and intensities of deformation and alteration. Furthermore, both
contain gold preferentially concentrated within the more silica-rich upper portions. At Kalgoorlie, occurrences of highergrade gold are localized where mineralized structures converge. This is one of the opportunities currently being
pursued at Colomac as the Company believes the higher-grade plunging shoots are a function of regional structures
intersecting the sill.
2.4

Exploration Programs

2011 Drill Program
From March to August 2011 (prior to acquiring the Colomac Gold Project) an 11,929 m diamond drill program was
completed on the Indin Lake Gold Property, focusing on the Leta Arm Fault Corridor and the Treasure Island target.
The Leta Arm Fault Corridor, a 500 m wide deformation zone that locally parallels the same regional lithological contact
that transects the entire Indin Lake Gold Property, hosts four historic gold deposits – North Inca, Diversified, #3 and
Lexindin. The 2011 drill program discovered new zones and extended historical zones along strike and to depth. The
region between the Diversified and North Inca projects was tested by targeting a series of en-echelon quartz veins and
mineralized zones. Significant opportunities exist within this 500 m wide mineralized structure that runs between and
beyond the North Inca deposit to the south and the Lexindin deposit to the north, a distance of 2.5 km. Additional
historical surface gold showings along the Leta Arm Fault Corridor extend the target area in excess of 6 km.
At Treasure Island, the primary objectives of confirming historic reports of gold associated with a regional lithological
contact between mafic volcanic rocks and metasedimentary rocks, testing and extending existing zones in all
dimensions, and confirming new zones at depth were all accomplished.
2012 Drill Program
In late February 2012, all government permits necessary to begin drilling at the Colomac Gold Project were received.
The land use permit is valid until February 2017 and the water access licence is valid until February 2019.
From March to August 2012 an 11,235 m diamond drill program totalling 30 holes, all of which intersected gold
mineralization, was completed. Drill targeting for the program was largely driven by the previous resource model (2012
Resource Estimate). Although the 2012 Resource Estimate model showed consistent gold mineralization along the
sill’s 7 km strike length, the 2012 drill program focused on expanding the resource within a 2.5 km section between
Zones 2.0 and 3.5. Drilling also focused on expanding Zone 3.5 along strike below the current 2012 Resource
Estimate, potentially linking it to Zones 3.0 and 2.5 to the north.
In press releases dated June 20, August 30, September 19 and October 10, 2012, drill results from the 2012 drill
program were announced. Sectional drilling confirmed continuity of mineralization up to 200 m below the 2012
Resource Estimate and identified new areas of bonanza grade mineralization. Higher-grade gold shoots were
confirmed at four areas along the sill (beneath Zones 2.0, 2.5, 3.0, and 3.5), all of which remain open to depth and
laterally. The results confirmed the presence of broad mineralized envelopes at Colomac with internal higher-grade
gold shoots. Drilling at Zones 2.0, 2.5, 3.0, and 3.5 intersected broad, relatively uniform zones of mineralization as the
exploration results further strengthened resource expansion opportunities by confirming the presence of steeply north
plunging mineralized shoots, which appear to increase in width and grade northward and to depth. Drilling from south
to the north within Zones 2.0 and 3.5 showed a progressive increase in intersected mineralized widths and grade with
depth, matching what would be expected from a 70-degree plunging higher-grade mineralized shoot. Drilling
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intersected the northward extension of Zone 3.5, discovered the fourth higher-grade gold shoot plunging to depth
beneath Zone 3.0, and also verified the broadening of Zone 3.5 to the north, which appears to merge with Zone 3.0.
Discoveries to date are indicative of the potential for the presence of similar mineralized gold shoots within the
intrusion.
Hole C12-15 (Zone 3.5) intersected 203.4 m of 2.49 g/t Au, including higher-grade subintervals of 69.35 m of 4.12 g/t
Au, 25.75 m of 7.78 g/t Au and 33.85 m of 3.03 g/t Au, confirming the Zone’s consistency and high-grade character
from surface to a vertical depth of 400 m. The true width of the intrusion at Zone 3.5 is approximately 80 m. Hole C1215, was drilled sub vertically (-80 degrees) within the sill, and was collared to explore for variations in mineralized
quartz vein/stringer density within Zone 3.5, a known higher-grade gold zone, and to test grade continuity. In
penetrating from the hanging wall of the sill through to its footwall, C12-15 intersected greater vein densities and higher
overall average grades, suggesting alternate drill orientations may be warranted. A single deep hole drilled by Royal
Oak in 1997 intersected significant mineralization 1,000 m beneath Zone 3.5, effectively opening up the sill to depth
and expanding this higher-grade system.
2014 Exploration Program
With the closing of a June 2014 private placement financing of $8.00 million, the Company carried out a broadly based
2014 exploration program from June to October 2014. The program comprised 13,647 m of diamond drilling and
represents the first drilling by the Company at Goldcrest, Cass and Kim. The program consisted of the following;
•

6,038 m of drilling at Goldcrest focused on verifying and expanding on previous shallow, higher grade gold
intersections that are open to depth as historic drilling shows both improving grade and development of
significant mineralized widths with depth. Historic drilling was limited to a depth of only 100 m;

•

3,643 m of drilling at Colomac Main aimed to expand Zones 2.0 and 2.5 down plunge of previously drilled
higher grade shoots and infill areas within the existing resource. The work would lay the foundation for a
potential subsequent winter program by expanding down plunge target opportunities that are best drilled from
frozen lake setups;

•

2,926 m of drilling at Cass aimed to trace and expand on the historically reported high-grade intersections to
depth and along strike. Detailed mapping and sampling of trenches along possible lateral extensions of the
deposit were also conducted to help generate additional drill targets; and

•

1,040 m of drilling at Echo-Indin targeted to confirm and expand shallow mineralization by undercutting known
surface trenches enriched in gold.

The Company released the results from the 2014 exploration program on September 25, October 27, November 26,
and December 3, 2014. See these press releases for maps of the locations of the drill holes. Most notably, was the
discovery of the Company’s highest-grade zone to date within a new zone north of Pit 2.0, as hole C14-06 intersected
52.50 m of 7.78 g/t Au, including 21.00 m of 16.73 g/t Au north of Zone 2.0.
Goldcrest is a mineralized mafic sill similar to the Colomac intrusion located 400 m to the east. The Company’s drilling
at Goldcrest produced its first documented higher grade shoots as defined by holes G14-04, 04B, 05 and 05B (see
September 25 news release). Those holes intersected the projected southern extension of the mineralized zone and
returned high-grade values over long core lengths, confirming that the mineralization remains open and represents a
primary candidate for resource expansion. Holes G14-06, 06B, 07, 07B, and 08 were 50 m step outs from G14-05,
collectively covering a 150 m section of the 2.5 km long intrusion. With the exception of G14-07B, all holes intersected
mineralization and tested the northern flank of the plunging high-grade zone defined by previously drilled holes G14-04
and 05. Hole G14-08 showed significant increases in intersection lengths and gold grades, possibly indicating the
existence of another high-grade shoot. Holes G14-08B, G14-09 & 9B, and G14-10 & 10B were drilled from 3 setups
spaced at 50 m intervals to test this hypothesis, probing areas underneath the G14-08 intersection and along strike to
the north. All holes intersected gold effectively confirming the model and extending mineralization an additional 125 m
north; over 2 km of the mineralized sill remain to be drilled.
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Holes G14-11 & 11B (Figure 3), G14-12, and G14-13 were collared to the west and behind previously drilled holes
G14-04 & 4B, G14-05 & 5B, and G14-06 & 6B (September 25, 2014, and October 27, 2014 news releases) to test the
basal portion of the sill and the eastern top of the sill below these previously reported intersections. It appears the less
mineralized steeper holes intersected the sill just below the northward plunging higher grade zones; these results will
be investigated further once Nighthawk’s 3D resource models have been updated.
Preliminary geochemical analyses suggests that Goldcrest is a differentiated igneous intrusion, presumably comagmatic with and identical to the Colomac sill. Both sills intruded a host mafic volcanic sequence and were
subsequently folded with tops facing east. Better gold mineralization is preferentially localized within the more sodic
and silica-rich upper portions of the sills. Because of the limited historical drilling at Goldcrest in comparison with
Colomac Main, substantial opportunities for resource expansion exist. Given the success of this first drill program,
Nighthawk remains focused on pursuing additional opportunities at Goldcrest as higher grade mineralization remains
open to depth and along strike.
Drilling of Colomac Main Zone 2.0 was designed to expand previously defined higher grade gold and to infill areas
within the existing resource. Hole C14-01B extended the northerly plunging shoot beneath the north end of the
historical open pit (“Pit 2.0”). Holes C14-02 and C14-02B were drilled 650 m south of C14-01B exploring the downward
extension of the 2013 Resource Estimate below the south end of Pit 2.0. This represented the first drilling within this
part of the sill with hole C14-02 intersecting 25.00 m of 2.38 g/t Au, including 8.75 m of 4.98 g/t Au, and hole C14-02B
intersecting 42.75 m of 1.34 g/t Au, including 11.25 m of 2.01 g/t Au. The results are promising, given the average
grade of the existing resource is 1.64 g/t Au, and they confirm the continuation of mineralization down plunge within
Zone 2.0, further demonstrating the enormous potential for significant resource growth at Colomac Main. Hole C1401C, the steepest of the two holes, drilled to depth within the top of the sill within the eastern portion of the plunging
shoot intersected by hole C14-01B, revealed strong continuity of grade to depth, and intersected three broad, closely
spaced zones returning 12.25 m of 1.22 g/t Au, 21.00 m of 1.40 g/t Au and 17.25 m of 1.10 g/t Au (above the 2013
Resource Estimate cutoff of 0.6 g/t Au).
Prior to the end of the program additional holes were drilled south of C14-03 and north of C14-01, testing
underexplored regions of the sill and opening up new areas for resource expansion. The results of this drilling will be
released shortly as assay results are pending. Hole C14-04 explored the southern depth extension of the sill’s upper
portion; the same region that C14-02B, collared 300 m to the north, successfully intersected. C14-04 represents the
first drilling by Nighthawk in the area, targeting the boundary region between Zones 2.0 and 2.5. It was drilled steeply
below the south end of Pit 2.0 to a depth of 492 m, of which approximately 160 m was mineralized, including several
significant composites.
Hole C14-06, collared 1,100 m north of C14-04, drilled Zone 1.5 to depth. Historical holes only tested this area to less
than 100 m vertical depth; C14-06 was the first hole to target the sill’s eastern portion to depth, resulting in the
discovery of a new high-grade zone that returned the best intercepts ever reported for the entire Colomac project area.
An intercept of 7.78 g/t gold over a down hole length of 52.50 m highlights the zone in which 16% of all samples
collected from C14-06 contained visible gold. These better gold grades are located within the more sodic and silicarich upper portion of the sill, confirming its primary exploration target status. Hole C14-05 was collared 100 m north of
C14-06 to test the same portion of the sill along the northern flank of Zone 1.5. Although the hole intersected
impressive mineralization over a downhole length of 29.25 m, it did not duplicate the scale of C14-06, perhaps an
indication that it was located along the northern fringe and above the high-grade shoot. Additional drilling is required in
order to delineate the dimensions and expansion opportunities of this new discovery. Being Nighthawk’s first drilling
within this part of the sill, these exceptional high-grade results clearly demonstrate the potential for significant resource
growth at Colomac; hundreds of metres of underexplored sill lay to the north of Zone 1.5.
The Cass deposit lies 20 km to the southwest of the Colomac gold deposit. Mineralization consists of stockwork quartzcarbonate veins with minor pyrite, pyrrhotite and arsenopyrite within a northeast trending gabbroic intrusion. Historical
drilling has traced the mineralization for a strike length of 360 m and to a depth of 210 m. The 2014 drilling constituted
the first drill program the Company has carried out on the deposit and the aim was to test mineralization along strike, to
depth and to infill gaps within the known mineralized envelope. Historical intersection widths, shallow depths and
continuity of mineralization are believed conducive to open pit mining methods. Results from the current program have
extended the mineralized corridor an additional 700 m to the northeast, opening up a vast region for infill drilling, which
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is needed to confirm continuity of the mineralized zone. Intersection widths, shallow depths, and continuity of
mineralization are believed conducive to open pit mining methods. Mineralization was also extended over 100 m to the
west. Multiple intersections documented significant near surface mineralization and continuity of the mineralized zone
to the west.
Although hole CM14-01 tested a localized gap within the western portion of the deposit, confirming its existence, it was
also instrumental in helping to constrain the moderately westward plunging geometry of the mineralized zone. Holes
CM14-02 & 04 followed up on the model, testing the leading edge of the mineralization immediately west of the
deposit, intersecting significant grade widths. Holes CM14-05, and C14-06 and 06B tested for the westward expansion
of the mineralization and effectively extended the deposit for over 100 m intersecting high-grade zones within the core
of the plunging zone. Mineralization remains open above and below these intersections. Stepping out further to the
west, hole CM14-07 appears to have intersected a barren fault, leaving the western extension of the mineralized
gabbro beyond the fault to be determined.
The Cass style of mineralization, represented by broad zones of near surface gold mineralization with significant grade
and continuity, points to the largely untested potential for discovery of significant gold mineralization in other gabbroic
bodies such as those hosting the underexplored nearby Raspberry and Albatross gold occurrences. These areas were
extensively prospected and sampled over the past field season with results pending.
Initial activities at Cass have been very successful. In general, mineralization remains open above and below these
reported high-grade intersections within the core of the plunging mineralized zone. The Cass deposit is one of several
near surface prospects within a few kilometres of the Colomac infrastructure, and a potential candidate for higher
grade supplemental feed to augment Colomac.
Located 8 km west of Colomac, Echo-Indin is considered a priority target for near surface, high-grade gold
mineralization, with the potential to host shallow deposits to augment Colomac. Exploration in the 1940’s reports on
anomalous gold mineralization generated from overburden trenching, surface sampling, and limited diamond drilling.
Historical drilling targeted quartz stock-works in gold mineralized shear zones that extend for several hundred metres
within metavolcanic rocks. Gold occurrences are now thought to be related to the continuation of the Cass-Kim Deposit
mineralized corridor that was offset by the Lex Fault. The resulting linear gold occurrences are referred to as the EchoIndin showing (just north of the Lex Fault), the Goose Lake Showing (approximately 1 km further north), and the Lucky
Lake Showing yet further north.
Recent field activities focused on locating historical drill setups, surface trenches, and confirming (and extending) the
reported gold mineralized shear zones. Results were very encouraging and included three surface samples of greater
than 30.0 g/t Au, thirteen greater than 4.0 g/t Au, and twenty-two greater than 1.0 g/t Au. 2014 drilling at Echo-Indin
followed-up on field work results and successfully intersected near surface mineralization. Six holes undercut three
historical surface gold showings, of which four holes intersected gold mineralized quartz veins within metabasalts.
Overall, zones appear to be of limited width; however, two holes did report significant cuts. Hole E14-02B returned 3.50
m of 9.00 g/t Au, including 2.50 m of 12.51 g/t Au, and hole E14-03 intersected 7.00 m of 2.77 g/t Au, including 3.00 m
of 3.92 g/t Au. Echo-Indin is one of several near surface prospects within a few kilometres of the Colomac
infrastructure and a potential candidate for higher grade supplemental feed.
3.

SERVICE OBLIGATION UNDER TERMS OF COLOMAC AGREEMENT

As consideration for the Colomac Gold Project (see Section 2.1 – Acquisitions and Option Agreements), Nighthawk
committed to perform reclamation services on three other sites within the Indin Lake Gold Property land package which
are the responsibility of AANDC, being the Diversified, Chalco Lake, and Spider Lake sites. The obligation for the
reclamation services being carried out on behalf of AANDC totals a maximum of $5.00 million. The Company entered
into the Colomac LOC's totaling $5.00 million in favour of AANDC to secure the obligation to perform the reclamation
services for each site. The Colomac LOC's are thereby secured by the Colomac GIC's at a Canadian chartered bank
for the same amounts.
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The Company has not assumed the reclamation liabilities of these three sites directly and is not responsible for any
historical environmental liabilities associated with the Colomac Gold Project. Upon completion of the reclamation
services to the satisfaction of an independent third party engineer, the Colomac LOC’s with respect to each site will be
released and the hold restriction on the related Colomac GIC will be eliminated ($3.00 million for the Diversified site,
$1.00 million for the Chalco Lake site and $1.00 million for the Spider Lake site). The service obligation with respect to
the Chalco Lake site was completed during Fiscal 2013 and no further work is required thereon. At any time, the
Company may terminate the liability relating to this service obligation, but as a consequence would relinquish the
related Colomac GIC still held as security against the Colomac LOC’s at that time.
Diversified
Minimal costs of $11,260 related to the Diversified service obligation were incurred during Q2 2015. Cumulative
expenditures to January 31, 2015 are $1.28 million. During the year ended July 31, 2012, significant work was
performed ($1.22 million) to remove a majority of the existing structures, hazardous and non-hazardous waste from the
site. A spur ice road to the Diversified site was previously commissioned during the winter months to efficiently
transport the material offsite to the appropriate disposal facilities. No further demolition work is required at Diversified
as all structures have been removed. Remaining work includes the removal of debris, management of contaminated
soil and planning closure of the mine shaft. Further significant remediation work on this site may be carried out once a
final reclamation plan has been prepared and all necessary approvals obtained from AANDC. Fulfillment of this
obligation would require the use of hard dollar funds (non-flow-through) and may be carried out when the Company
has a sufficient budget to do so. Once the work is completed however, the Colomac LOC (for Diversified) would be
terminated and the restriction on the related Colomac GIC of $3.00 million would be released.
Spider Lake
Minimal costs of $77 was incurred on the Spider Lake service obligation during Q2 2015. Cumulative expenditures to
January 31, 2015 are $0.23 million. During the summer of 2012, Nighthawk carried out a delineation program at Spider
Lake and obtained a better estimate of the hydrocarbon and metals contamination at site. A waste rock
characterization program was performed as well. Results of these programs allowed Nighthawk to plan the reclamation
work at this site. All necessary approvals of the Spider Lake reclamation plan have been obtained. The reclamation
work planned for the summer of 2014 was not able to be carried out as the Company did not have a sufficient budget
of hard dollar funds (non-flow-through) to complete the work. Once the work is completed however, the Colomac LOC
(for Spider Lake) would be terminated and the restriction on the related Colomac GIC of $1.00 million would be
released.
4.

EXPLORATION AND EVALUATION EXPENDITURES
Incurred during six months Q2 2015

Property
Indin Lake Gold Property
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Balance
July 31,
2014

Option payments
and acquisition
costs

Exploration
costs

Balance
January 31,
2015

$ 32,793,195

$ 336,728

$ 4,112,107

$ 37,242,030
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The following table identifies the breakdown of the Indin Lake Gold Property’s exploration and evaluation expenditures
for the six months ended January 31, 2015 and 2014:
Indin Lake Gold Property
Exploration and Evaluation Expenditures
For the six months ended January 31, 2015 and 2014
Six months ended January 31,

2015

2014

Option Payments & Acquisition Costs
Balance, beginning of period

$ 10,133,416

$ 9,496,993

Option payments incurred during the year

300,000

250,000

Acquisition costs incurred during the year

36,728

85,007

336,728

335,007

$ 10,470,144

$ 9,832,000

$ 22,659,779

$ 20,592,097

1,355,852

-

Transportation

806,231

57,266

Camp

703,056

71,027

Geological & consultant fees

674,528

174,679

Assaying & analytical

Balance, end of period
Exploration Costs
Balance, beginning of period
Drilling

251,597

347

Licenses & permits

49,842

51,232

Environmental

25,805

555

Administrative office costs & other

20,161

10,428

Stock-based compensation (non-cash)

225,035

69,564

4,112,107

435,098

Balance, end of period

$ 26,771,886

$ 21,027,195

Cumulative Expenditures to Period End

$ 37,242,030

$ 30,859,195

During the six months ended January 31, 2015, capitalized option payments of $0.30 million were incurred on the
Kim/Cass Option (see section 2.1 – Acquisitions and Option Agreements) (Q2 2014 - $0.25 million) and $0.04 million
of acquisition costs were incurred primarily for the Damoti Reclamation Obligation (as described in section 2.1 –
Acquisitions and Option Agreements) (Q2 2014 - $0.09 million).
Exploration costs of $4.11 million were incurred for the six months ended January 31, 2015. The extensive 2014
exploration program was carried out from late June 2014 to mid October 2014. Costs related to drilling and
transportation, the establishment and expansion of the camp and the necessary logistical costs therein, geological and
consulting fees, as well as assaying costs for the period. Exploration costs of $0.44 million were incurred for the six
months ended January 31, 2014 as the Company’s previous extensive exploration program was in the summer of
2012. See Section 2.4 – Exploration Programs for further details on the 2012 and 2014 exploration programs.
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5.

RESULTS OF OPERATIONS

Operations

Three Months Ended
January 31,
2015
2014

Six Months Ended
January 31,
2015
2014

Salaries, director and consulting fees
Office and administration
Regulatory and shareholder information
Professional fees
Travel
Stock-based compensation
Interest income
Gain on settlement of mineral property option payment

$130,214
42,994
27,962
23,995
1,740
521,134
(24,124)
(11,282)

$125,714
56,729
28,256
31,928
14,654
137,864
(14,016)
(10,058)

$241,565
85,360
35,049
33,209
29,760
521,134
(57,614)
(11,282)

$233,157
105,967
37,031
35,678
37,321
137,864
(28,033)
(10,058)

Loss for the period

$712,633

$371,071

$877,181

$548,927

Loss per share – Basic and fully diluted

$0.01

(1)

$0.01

(1)

$0.02

(1)

$0.01

(1)

(1) Fully diluted weighted average common shares outstanding, used in the calculation of fully diluted net loss per share, are not reflective of the
outstanding stock options and warrants at that time as their exercise would be anti-dilutive in the net loss per share calculation.

5.1

Six Months Ended January 31, 2014

Results of operations for the six months ended January 31, 2015 resulted in a loss of $0.88 million, compared to a loss
of $0.55 million for the same period in prior year.
The variance between the two periods is due to:
•

•

•
•

5.2

Management has strived to maintain its overhead costs at a low level to conserve its cash resources. As a
result, cash costs for salaries, director and consulting fees, office and administration, professional fees, travel
and regulatory and shareholder information are consistent have been maintained at low levels compared to the
same period in prior year;
Stock-based compensation relates to the amount of vested options during the period. During the six months
ended January 31, 2015 and 2014, stock options vested in accordance with their grant terms, therefore
accounting for the stock-based compensation expense was incurred;
Interest income is derived from the significant cash balance on hand as well as the Colomac GIC’s being held
has restricted cash to secure the Colomac LOC’s;
The gain on settlement of mineral property option payment of $11,282 resulted from the accounting value
attributed to the 492,362 common shares issued to settle the $150,000 option payment obligation for the Kim
and Cass gold deposits (see Section 2.1 – Acquisitions and Option Agreements). The number of common
shares issued to settle the $150,000 obligation under the terms of the option agreement was calculated based
on a 30-day volume weighted average share price ($0.324); the fair value of the common shares on the date
they were issued (December 5, 2014) was $138,718 ($0.30 per common share), thereby resulting in a gain on
settlement of mineral property option payment of $11,282. The gain on settlement of mineral property option
payment of $10,058 from the prior period resulted from the accounting value attributed to the 353,669 common
shares issued to settle the $125,000 option payment obligation. The number of common shares issued to
settle the $125,000 obligation under the terms of the option agreement was calculated based on a 30-day
volume weighted average share price ($0.35); the fair value of the common shares on the date they were
issued (upon signing of agreement on December 18, 2013) was $114,942 ($0.325 per common share),
thereby resulting in a gain on settlement of mineral property option payment of $10,058.
Three Months Ended January 31, 2015

Results of operations for the three months ended January 31, 2015 resulted in a loss of $0.71 million, compared to a
loss of $0.37 million for the same period in prior year. The variance between the two three month periods is primarily
due to the explanations as provided for in the six month period in Section 5.1 above.
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6.

QUARTERLY FINANCIAL INFORMATION

The following selected financial data for the past eight quarters has been prepared in accordance with IFRS and
should be read in conjunction with Nighthawk’s audited annual consolidated financial statements:
Operations
Operating expenses
Stock-based compensation
Loss (gain) on settlement of mineral property payment
Interest income
Deferred income tax recovery
Net loss (income)
Net loss (income) per share
Cash and cash equivalents
Other current assets
Restricted cash
Equipment
Exploration and evaluation assets
Total Assets
Provision for service obligation
Reclamation provision
Deferred income tax liability

Operations
Operating expenses
Stock-based compensation
Accretion expense
Loss on debt settlement
Write-down of equipment
Gain on settlement of mineral property payment
Interest income
Deferred income tax provision (recovery)
Net loss
Net loss per share
Cash and cash equivalents
Other current assets
Restricted cash
Equipment
Exploration and evaluation assets
Total Assets
Provision for service obligation
Reclamation provision
Deferred income tax liability

Quarter Ended
Apr. 30, 2014

Quarter Ended
Jul. 31, 2014

Quarter Ended
Oct. 31, 2014

Quarter Ended
Jan. 31, 2015

$242,655
(13,215)
$229,440
(1)
$0.01

$181,608
13,158
(13,847)
(581,792)
($400,873)
($0.01)

$198,038
(33,490)
$164,548
($Nil)

$226,905
521,134
(11,282)
(24,124)
$712,633
$0.01

$1,260,605
212,656
4,612,632
85,000
30,989,777
$37,160,670

$7,821,278
784,279
4,626,475
85,000
32,793,195
$46,110,227

$3,639,040
394,512
4,640,319
85,000
36,504,499
$45,263,370

$3,639,040
394,512
4,640,319
85,000
36,504,499
$45,263,370

$3,035,828
401,150
$1,940,461

$3,023,651
401,150
$1,198,256

$3,012,314
401,150
$1,198,256

$3,012,314
401,150
$1,198,256

Quarter Ended
Apr. 30, 2013

Quarter Ended
Jul. 31, 2013

Quarter Ended
Oct. 31, 2013

Quarter Ended
Jan. 31, 2014

$315,472
43,063
42,414
206,185
(16,402)
(101,600)
$489,132
(1)
$0.02

$222,109
250,197
515,463
200,000
(14,016)
(53,039)
$1,120,714
(1)
$0.04

$191,873
(14,017)
$177,856
(1)
$Nil

$257,281
137,864
(10,058)
(14,016)
$371,071
(1)
$0.01

$3,041,845
205,291
4,557,368
285,000
30,435,399
$38,524,903

$2,698,084
196,110
4,571,384
85,000
30,089,090
$37,639,668

$2,246,838
199,188
4,585,401
85,000
30,356,823
$37,473,250

$1,714,400
185,824
4,599,417
85,000
30,859,195
$37,443,836

$3,093,097
401,150
$1,993,500

$3,043,728
401,150
$1,940,461

$3,043,728
401,150
$1,940,461

$3,038,929
401,150
$1,940,461

(1) Fully diluted weighted average common shares outstanding, used in the calculation of fully diluted net loss per share, are not reflective of the
outstanding stock options and warrants at that time as their exercise would be anti-dilutive in the net loss per share calculation.

The Company has not paid any dividends.
Operating expenses include office and administrative costs, consulting fees, regulatory and shareholder information,
professional fees, salaries and director fees and travel costs. Variances in operating expenses over the previous
quarters related to office and administrative costs, professional and consulting fees, which varied based upon the
scope of each exploration season and as well as timing of financing activities. Moving forward over the next year, it is
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expected that quarterly expenses will be maintained at approximately $250,000, as exploration activities will focus on
the Indin Lake Gold Property.
Stock-based compensation expense is a result of the timing of vested stock options fair valued using the BlackScholes option pricing model.
The deferred income tax provision (recovery) recorded through the periods is mainly a result of differences between
the accounting and tax values of assets recognized on the consolidated statement of financial position.
The major variances in cash and cash equivalents and total assets are mainly attributable to equity and debt
placements and the funding of exploration activities as well as professional fees, consulting fees, travel and office and
administrative expenses. The Company is in the exploration stage and therefore does not generate any operating
revenue. The other variances also relate to the restricted cash posted as security under the Colomac Agreement (see
Section 2.1 – Acquisitions and Option Agreements for further details).
The major variances in non-current liabilities are mainly attributable to the debt financing and repayment of Secured
Notes as well as the provision for service obligation, which was incurred as a result of the acquisition of the Colomac
Gold Project (see Section 3 – Service Obligation Under Terms of Colomac Agreement for further details).
7.

LIQUIDITY AND CAPITAL RESOURCES

The Company is wholly dependent on equity or debt financing to complete the exploration and development of its
mineral properties. There can be no assurance that financing, whether debt or equity, will be available to Nighthawk in
the amount required at any particular time or for any particular period, or, if available, that such financing can be
obtained on terms satisfactory to Nighthawk (see Section 13.6 – Risk Factors). Nighthawk has not generated any
revenue from operations and does not expect to generate any such revenue in its next fiscal year.
The working capital balance at January 31, 2015 was $2.49 million (including cash of $2.45 million). At January 31,
2015, long-term assets primarily included exploration and evaluation assets of $37.24 million and restricted cash of
$4.65 million; and long-term liabilities primarily consisted of a provision for service obligation of $3.01 million (see
Section 2.1 – Acquisitions and Option Agreements and Section 3 – Service Obligation Under Terms of Colomac
Agreement) and a deferred tax liability of $1.20 million.
On June 25, 2014, the Company completed a June 2014 private placement financing for gross proceeds of $8.00
million. $6.91 million of flow-through funds were raised and are to be used on the continued exploration of the Indin
Lake Gold Property. The remaining net proceeds from the financing are to be used for property option payments,
general working capital purposes, and may be used for reclamation consulting work to be carried out to satisfy the
service obligation under the terms of the Colomac Agreement as well as the Damoti Reclamation Obligation.
Funds from further debt and equity financings will be used to fund future drill programs; reclamation consulting work to
be carried out to satisfy the service obligation under the terms of the Colomac Agreement; and general working capital
purposes. Potential proceeds may be received from warrant and stock option exercises as well as the potential
recovery of restricted cash being held as letters of credit (securing the service obligation under the Colomac
Agreement).
The Company had no off balance sheet arrangements as at January 31, 2015.
8.

OUTLOOK

As detailed in Section 2.4 – Exploration Programs, the Company completed a 2014 exploration from June to October
2014. $6.91 million of flow-through funds were raised in a June 2014 financing to support the 2014 exploration
program. As of January 31, 2015, Nighthawk had $1.58 million of flow-through expenditure obligation remaining, which
must be expended by December 31, 2015.
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Nighthawk is in the exploration stage and is subject to risks and challenges similar to companies in a comparable
stage. These risks include, but are not limited to, the challenges of securing adequate capital in view of exploration,
development and operational risks inherent in the mining industry as well as global economic and gold price volatility.
There is no assurance that funding initiatives will continue to be successful to fund planned exploration activities, which
are focused on the Indin Lake Gold Property.
Working capital from treasury, as available from time to time, may also be used to acquire and explore other mineral
properties either alone or in concert with others as opportunities and finances permit.
An investment in Nighthawk’s securities is speculative, see Section 13.6 – Risk Factors.
9.

SIGNIFICANT ACCOUNTING POLICIES

These audited consolidated financial statements are presented in Canadian dollars and have been prepared in
accordance with IFRS and International Financial Reporting Interpretations Committee (“IFRIC”) interpretations as
issued by the International Accounting Standards Board (“IASB”) and have been consistently applied to all the years
presented. Nighthawk is in the exploration stage and is subject to risks and challenges similar to companies in a
comparable stage. As a result of these circumstances, there is significant doubt as to the appropriateness of the going
concern presumption. There is no assurance that Nighthawk's funding initiatives will continue to be successful and
these financial statements do not reflect the adjustments to the carrying values of assets and liabilities and the reported
expenses and balance sheet classifications that would be necessary were the going concern assumption
inappropriate. These adjustments could be material.
The Company’s significant accounting policies are summarized in note 3 to the audited annual consolidated financial
statements for the year ended July 31, 2014. The policies described below, and estimates related to them, have the
most significant effect in preparation and presentation of Nighthawk’s consolidated financial statements.
9.1

Exploration and Evaluation Assets

Exploration and evaluation costs, which are intangible costs, including the costs of acquiring claims, are capitalized as
exploration and evaluation assets on an area of interest basis pending determination of the technical feasibility and the
commercial viability of the project. Capitalized costs include costs directly related to exploration and evaluation
activities in the area of interest. General and administrative costs are only allocated to the asset to the extent that those
costs can be directly related to operational activities in the relevant area of interest. When a claim is relinquished or a
project is abandoned, the related costs are recognized in profit or loss immediately.
Exploration and evaluation assets are assessed for impairment if (i) sufficient data exists to determine technical
feasibility and commercial viability, and (ii) facts and circumstances suggest that the carrying amount exceeds the
recoverable amount. For the purposes of impairment testing, exploration and evaluation assets are allocated to cash
generating units to which the exploration activity relates. The cash generating unit shall not be larger than the area of
interest.
Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are
demonstrable, exploration and evaluation assets attributable to that area of interest are first tested for impairment and
then reclassified from intangible assets to mining property and development assets within property, plant and
equipment.
Ownership in mineral properties involves certain risks due to the difficulties in determining the validity of certain claims
as well as the potential for problems arising from the frequently ambiguous conveyance history characteristics of many
mining interests. The Company has investigated the ownership of its mineral properties and, to the best of its
knowledge, ownership of its interests are in good standing.
9.2

Share-Based Payment Transactions
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The grant date fair value of share-based payment awards granted to employees is recognized as an employee
expense or capitalized to exploration and evaluation assets for grants to individuals working directly on mineral
properties with a corresponding increase in equity, over the period that the employees unconditionally become entitled
to the awards. The amount recognized as an expense is adjusted to reflect the number of awards for which the related
service and non-market vesting conditions are expected to be met, such that the amount ultimately recognized as an
expense is based on the number of awards that do meet the related service and non-market performance conditions at
the vesting date. For share-based payment awards with non-vesting conditions, the grant date fair value of the sharebased payment is measured to reflect such conditions and there is no adjustment for differences between expected
and actual outcomes. Fair values of share-based payments (including stock options) are determined based on
estimated fair values at the time of grant using the Black-Scholes option pricing model.
The fair value of the amount payable to employees in respect of share appreciation rights, which are settled in cash, is
recognized as an expense with a corresponding increase in liabilities, over the period that the employees
unconditionally become entitled to payment. The liability is remeasured at each reporting date and at settlement date.
Any changes in the fair value of the liability are recognized as personnel expense in profit or loss.
Share-based payment arrangements in which the Company receives goods or services as consideration for its own
equity instruments are accounted for as equity-settled share-based payment transactions, regardless of how the equity
instruments are obtained by the Company.
9.3

Flow-through Shares

The Company finances a portion of its exploration activities through the issue of flow-through shares, which transfer
the tax deductibility of exploration expenditures to the investor. To the extent that the Company issues common shares
to subscribers on a flow-through basis at a premium to the market value of non-flow-through common shares, any such
premium is recorded as a liability on Nighthawk's consolidated statement of financial position at the time of
subscription. This liability is reduced, on a pro-rata basis, as the Company fulfills its expenditure renunciation obligation
associated with such flow-through share issuances, with an offsetting amount recognized as income.
A deferred income tax liability equal to the tax value of flow-through expenditures renounced is recognized once the
Company has fulfilled its obligations associated with the renunciation of the related flow-through expenditures. In
respect of a retrospective renunciation, such obligation is considered to have been fulfilled once related renunciation
filings have been made with the appropriate taxation authorities. In respect of prospective renunciation (i.e., a lookback renunciation), the obligation is considered to be fulfilled once related flow-through expenditures have been
incurred.
10.

CRITICAL ACCOUNTING ESTIMATES AND SIGNIFICANT JUDGEMENTS

The preparation of the unaudited condensed interim consolidated financial statements requires management to make
certain 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. Actual outcomes could differ
from these estimates. The audited consolidated financial statements include estimates, which by their nature are
uncertain. The impacts of such estimates are pervasive throughout the audited consolidated financial statements, and
may require accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in
the period in which the estimate is revised and future periods if the revision affects both current and future periods.
These estimates are based on historical experience, current and future economic conditions and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.
Significant assumptions about the future and other sources of estimation uncertainty that management has made at
the statement of financial position reporting date, that could result in a material adjustment to the carrying amounts of
assets and liabilities, in the event that actual results differ from assumptions made, relate to, but are not limited to, the
following:
•

The Company assesses the carrying value of exploration and evaluation assets at each reporting period to
determine whether any indication of impairment exists. When an impairment exists, the calculation of
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recoverable amount requires the use of estimates and assumptions such as long-term commodity prices,
discount rates, recoverable metals, and operating performance;
•

The calculation of the fair value of warrants, broker warrants and stock options issued requires the use of
estimates in the Black-Scholes option pricing valuation model;

•

The calculation of the reclamation liability and provision for service obligation, being the present value of the
estimated costs to restore the properties, are discounted at rates which reflect the current market assessments
and the risks specific to the liability. The calculation requires management to estimate the total restoration
costs, timing of remediation and an appropriate discount rate; and

•

Valuation of deferred income taxes.

11.

ACCOUNTING ISSUES

11.1

MANAGEMENT OF CAPITAL RISK

The objective when managing capital is to safeguard Nighthawk’s ability to continue as a going concern, so that it can
continue to provide adequate returns to shareholders, benefits to other stakeholders and to have sufficient funds on
hand to meet its exploration and development plans to ensure the ongoing growth of the business.
The Company considers its shareholders equity, cash and equivalents as capital, manages the capital structure, and
makes adjustments to it in light of changes in economic conditions and the risk characteristics of the underlying assets.
In order to maintain or adjust capital structure, the Company may issue new shares through private placements,
repurchase shares, sell assets, incur debt, or return capital to shareholders. The working capital balance at January
31, 2015 was $2.49 million. The Company intends to complete additional exploration on its Indin Lake Gold Property to
satisfy the remaining flow-through obligation of $1.58 million at January 31, 2015. The timing and extent of the next drill
program will depend on its ability to further access the capital markets in order to raise the necessary funds required to
carry out such a program. Actual funding requirements may vary from those planned due to a number of factors,
including the progress of exploration and development activities. Due to the cyclical nature of the industry, there is no
guarantee that when the Company needs to raise capital, there will be access to funds at that time and there is no
assurance that funding initiatives will continue to be successful to fund its future exploration activities.
11.2

MANAGEMENT OF FINANCIAL RISK

The Company is exposed to various financial instrument risks and assesses the impact and likelihood of this exposure.
These risks include fair value of financial instruments and commodity price risk. Where material, these risks are
reviewed and monitored by the Board of Directors and they are more fully described in note 14 to the unaudited
condensed interim consolidated financial statements for the six months ended January 31, 2015.
11.3

CHANGES IN ACCOUNTING POLICIES

Effective August 1, 2014, the Company has adopted the following new standard. This change was made in accordance
with the applicable transitional provisions.
a)

11.4

In May 2013, the IASB issued IFRIC 21, Levies. IFRIC 21 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
Company has assessed and determined that the amendments to IFRIC 21 did not have a material financial
impact upon the audited consolidated financial statements.
RECENT ACCOUNTING PRONOUNCEMENTS

Certain pronouncements were issued by the IASB or the International Financial Reporting Interpretations Committee
that are mandatory for accounting periods after January 31, 2015 or later periods. Many are not applicable or do not
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have a significant impact to Nighthawk and have been excluded from the discussion below. The following has not yet
been adopted and is being evaluated to determine the impact on Nighthawk.
IFRS 9, Financial Instruments, (“IFRS 9”) was issued by the IASB in October 2010 and will replace IAS 39, Financial
Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 uses a single approach to determine whether a
financial asset is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS
9 is based on how an entity manages its financial instruments in the context of its business model and the contractual
cash flow characteristics of the financial assets. Most of the requirements in IAS 39 for classification and measurement
of financial liabilities were carried forward unchanged to IFRS 9. The new standard also requires a single impairment
method to be used, replacing the multiple impairment methods in IAS 39. IFRS 9 is effective for annual periods
beginning on or after August 1, 2015. Nighthawk will evaluate the impact of adopting IFRS 9 on its consolidated
financial statements, including the possibility of early adoption in future periods.
12.

OUTSTANDING SHARE DATA
Number of
Shares

12.1

Common shares outstanding – July 31, 2014
Issuance of common shares for mineral property options

57,991,301
462,392

Common shares outstanding – January 31 and March 31, 2015
June 2014 Warrants (exercise price $0.50, expiry date December 25, 2015)
June 2014 Broker Warrants (exercise price $0.45, expiry date December 25, 2015)
Unexercised stock options

58,453,693
10,000,000
1,200,000
4,746,000

Fully diluted common shares outstanding – March 31, 2015

74,399,693

COMMON SHARES

The Company has authorized share capital consisting of an unlimited number of common shares.
12.2

WARRANTS

As at January 31, 2015, 10,000,000 June 2014 warrants and 1,200,000 broker warrants were outstanding. The
warrants and broker warrants were issued in connection with a June 2014 financing. The June 2014 warrants and
broker warrants have exercise prices of $0.50 and $0.45, respectively, and both expire December 25, 2015.
12.3

STOCK OPTIONS

Nighthawk has a stock option plan (the “Plan”) under which stock options may be granted to Directors, Officers,
employees, consultants and consultant companies. The Plan: (i) provides that the number of common shares reserved
for issuance, within a one year period, to any one optionee, shall not exceed 5% of the outstanding common shares;
(ii) provides the maximum number of common shares reserved for issuance pursuant to options granted to insiders
may not exceed 10%; (iii) and contains other provisions to ensure the Plan is compliant with stock exchange
regulations. The options granted vest immediately or as otherwise determined by the Board of Directors.
During the six months ended January 31, 2015, 3,150,000 stock options were granted and 50,000 stock options expired
unexercised. The following stock options remained outstanding at January 31, 2015:

Issue date
February 5, 2013
February 15, 2013
July 15, 2013
November 29, 2013
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Options
outstanding &
exercisable
110,000
70,000
760,000
656,000

Exercise
price

Weighted average
remaining life (Years)

$0.75
$0.75
$0.60
$0.50

1.0
1.0
3.5
3.8
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December 17, 2014

13.

OTHER INFORMATION

13.1

CONTRACTUAL COMMITMENTS

3,150,000

$0.34

4.9

4,746,000

$0.42

4.4

Nighthawk does not have any commitments for material exploration expenditures, although it may acquire other
properties and enter into other joint venture agreements in accordance with its business plan.
Nighthawk committed to perform reclamation services on three other sites within the Indin Lake Gold Property land
package which are the responsibility of AANDC, being the Diversified, Chalco Lake, and Spider Lake sites.
In consideration for the conveyance of the Colomac claims and leases, the Company committed to perform
reclamation services on three other sites within the Indin Lake Gold Property land package which are the responsibility
of AANDC, as further described in Section 2.1 – Acquisitions and Option Agreements. At January 31, 2015, the
remaining service obligation was $3.01 million. At any time, the Company may terminate its service obligation but as a
consequence would relinquish any amount of the Colomac GIC still being held as security against the Colomac LOC’s
at that time.
Upon acquisition of the Damoti Lake Property, the Damoti Reclamation Obligation existed. At the time of acquisition,
the estimated cost of the Damoti Reclamation Obligation could not be reliably measured. Nighthawk has since carried
out environmental assessments using a third party specialist and estimated the cost of the Damoti Reclamation
Obligation to be $0.40 million. The Company posted two irrevocable standby letters of credit with a Canadian chartered
bank in the amount of $0.48 million to provide security under its land use permit and water access licence for the
Damoti Reclamation Obligation as well as with respect to its exploration activities relating to the Indin Lake Gold
Property.
As at January 31, 2015, the Company had $1.58 million of flow-through expenditure obligations remaining, related to a
June 2014 financing. The expenditures must be made prior to December 31, 2015.

13.2

DISCLOSURE CONTROLS AND PROCEDURES

The Chief Executive Officer and Chief Financial Officer have evaluated the effectiveness of the design and operation of
disclosure controls and procedures as of January 31, 2015. Based on this evaluation, the Chief Executive Officer and
Chief Financial Officer have concluded that disclosure controls and procedures are effective to ensure that information
required to be disclosed in reports filed or submitted under Canadian securities legislation are reported within the time
periods specified in those rules.
13.3

INTERNAL CONTROL OVER FINANCIAL REPORTING

The Chief Executive Officer and Chief Financial Officer are responsible for establishing and maintaining adequate
internal control over financial reporting. Under the supervision of the Chief Financial Officer, internal control over
financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with IFRS. There has been no change
in internal control procedures during the six months ended January 31, 2015 that would materially affect, or reasonably
likely to materially affect, the internal control over financial reporting.
13.4

LIMITATIONS OF CONTROLS AND PROCEDURES

The Chief Executive Officer and Chief Financial Officer believe that any disclosure controls and procedures or internal
controls over financial reporting, no matter how well conceived and operated, can provide only reasonable, not
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absolute, assurance that the objectives of the control system are met. Further, the design of a control system must
reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their
costs. Because of the inherent limitations in all control systems, they cannot provide absolute assurance that all control
issues and instances of fraud, if any, within the Company have been prevented or detected. These inherent limitations
include the realities that judgments in decision making can be faulty, and that breakdowns can occur because of simple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two
or more people, or by unauthorized override of the control. The design of any systems of controls also is based in part
upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions. Accordingly, because of the inherent
limitations in a cost effective control system, misstatements due to error or fraud may occur and not be detected.
13.5

RELATED PARTY TRANSACTIONS

Transactions for the six months ended January 31, 2015 are disclosed and explained in note 12 to the unaudited
condensed interim consolidated financial statements for the six months ended January 31, 2015, which accompanies
this MD&A.
During the six months ended January 31, 2015, Nighthawk paid consulting fees of $90,000 (2014 - $90,000) to
Heather Grace & Co., a company controlled by David Wiley, the Chief Executive Officer and a Director of Nighthawk.
At January 31, 2014, the balance owed was $nil (July 31, 2014 - $nil).
During the six months ended January 31, 2015, Nighthawk paid financial consulting fees of $6,667 (six months ended
January 31, 2014 - $nil) to 2245448 Ontario Inc., a company controlled by Michael Leskovec, the Chief Financial
Officer of Nighthawk. At January 31, 2015, the balance owed was $nil (July 31, 2014 - $nil).
During the six months ended January 31, 2015, Nighthawk paid geological consulting fees of $71,250 (2014 - $67,500)
to Byron Geological Inc., a company controlled by Dr. Michael Byron, the Chief Geologist and a Director of Nighthawk.
At January 31, 2015, the balance owed was $12,500 (July 31, 2014 - $11,250).

13.6

RISK FACTORS

Nighthawk is in the exploration stage and is subject to the risks and challenges similar to other companies in a
comparable stage. The risk factors set forth in Nighthawk’s annual MD&A for the year ended July 31, 2014, a copy of
which is filed at www.sedar.com, could materially affect Nighthawk’s future operating results, the successful exploration
and development of Nighthawk’s mineral properties and could cause actual events to differ materially from those
described in forward-looking statements relating to Nighthawk.
13.7

CORPORATE GOVERNANCE

The Board of Directors follow corporate governance policies to ensure transparency and accountability to
shareholders.
The Audit Committee fulfills its role of ensuring the integrity of the reported information through its review of the interim
and audited annual consolidated financial statements prior to their submission to the Board of Directors for approval.
13.8

FORWARD-LOOKING STATEMENTS

This report may contain forward-looking statements, including predictions, projections and forecasts. Forward-looking
statements include, but are not limited to, statements with respect to information with respect to Nighthawk’s
financings, the return and timing of return of the Security funds, exploration results, the future price of gold, the
estimation of mineral reserves and resources, the realization of mineral reserve and resource estimates, the timing and
amount of estimated future production, costs of production, anticipated budgets and exploration expenditures, capital
expenditures, costs and timing of the development of new deposits, the success of exploration activities generally,
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permitting time lines, currency fluctuations, requirements for additional capital, government regulation of exploration
and mining operations, environmental risks, unanticipated reclamation expenses, title disputes or claims, limitations on
insurance coverage and the timing and possible outcome of any pending litigation. Often, but not always, forwardlooking statements can be identified by the use of words such as “plans”, “expects” or “does not expect”, “is expected”,
"budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, or “believes”, or
describes a “goal”, or variation of such words and phrases or state that certain actions, events or results “may”, “could”,
“would”, “might” or “will” be taken, occur or be achieved.
Forward-looking statements involve known and unknown risks, future events, conditions, uncertainties and other
factors which may cause the actual results, performance or achievements to be materially different from any future
results, prediction, projection, forecast, performance or achievements expressed or implied by the forward-looking
statements. Such factors include, among others, the actual results of current exploration activities; actual results and
interpretation of current reclamation activities; conclusions of economic evaluations; changes in project parameters as
plans continue to be refined; future prices of gold, silver and copper; possible variations in ore grade or recovery rates;
failure of plant, equipment or processes to operate as anticipated; accidents, labour disputes and other risks of the
mining industry; delays in obtaining governmental approvals or financing or in the completion of exploration,
development or construction activities, as well as those factors disclosed in the Nighthawk's publicly filed documents.
Although Nighthawk has attempted to identify important factors that could cause actual actions, events or results to
differ materially from those described in forward-looking statements, there may be other factors that cause actions,
events or results not to be as anticipated, estimated or intended. There can be no assurance that forward-looking
statements will prove to be accurate, as actual results and future events could differ materially from those anticipated in
such statements. Accordingly, readers should not place undue reliance on forward-looking statements.

Management’s Discussion & Analysis

TSXV:NHK | Q2 2015 MD&A

23

