
 

 

 

 

 

 

 

 
Well Poised to Benefit from 

Growing Lithium Market 
Avalon Advanced Materials Inc. (“Avalon” or “the Company”) is a Canadian based 

mineral development company focusing on advanced materials including lithium, tin, 

indium and the heavy rare earth elements. The Company is presently advancing two 

of its six projects, namely Separation Rapids (lithium) and East Kemptville (tin-indium). 

All six projects are 100% owned by Avalon. Presence of a large, high purity lithium 

minerals (petalite) deposit at Separation Rapids provides confidence that this can 

become a producer of lithium battery materials. Avalon is headquartered in Toronto, 

Canada and its common stock is listed on the Toronto Stock Exchange (TSX:AVL) and 

the US OTC-QX Market (OTCQX:AVLNF). 

Investment Rationale 

Avalon can now significantly benefit from its long-held lithium pegmatite project 

at Separation Rapids 

Avalon’s Separation Rapids project hosts one of the largest “complex-type” rare metal 

pegmatite deposits in the world, enriched in the rare lithium mineral petalite. Further, 

the deposit is near surface and amenable to mining by low-cost open-pit methods. 

Petalite is a high purity lithium aluminum silicate, well-suited for glass and ceramics 

manufacturing. Its high purity level also makes it useful in the production of lithium–

chemicals (such as lithium hydroxide) for batteries. Prices for lithium chemicals are 

expected to remain high due to increasing demand and limited supply. Most recently, 

the project’s Preliminary Economic Assessment (“PEA”) results published on 27 

September 2016 show that the project could produce up to 14,600 metric tons of 

lithium hydroxide annually for 10 years. As indicated in the PEA, the project’s Net 

Present Value (“NPV”) at an 8% discount rate stands at $343 million pre-tax, with an 

impressive IRR of 19%. 

Growing demand for lithium batteries should favor Avalon 

Lithium producers across the globe are poised to benefit from the growing demand for 

lithium batteries. According to the USGS, lithium consumption for batteries has grown 

significantly in recent years due to the extensive use of rechargeable lithium batteries 

in the growing market for portable electronic devices. They are also increasingly used 

in electric tools, electric vehicles and grid energy storage applications. Battery makers 

and users such as Tesla Motors (“Tesla”), BYD, AESC, Samsung, etc. are seeking 

secure long-term supply sources of high-purity lithium. For instance, it is estimated that 

Tesla’s Giga-factory will consume approximately 25,000 metric tons of lithium 

hydroxide annually at full production levels. It is estimated that the lithium market will 

grow at more than 7.4% CAGR until 2025. Demand for lithium in batteries, principally 

for the automotive sector, will at least double over this period, resulting in sustained 

higher prices.  

Avalon’s East Kemptville tin project shows excellent long-term potential  

Tin remains a strategic niche market metal with important applications in electronic 

products (lead-free solders). Despite short-term price volatility in the tin market, the 

Company’s East Kemptville tin project’s strategic location and mineral resources 

should benefit the Company in the long run. The project is a brownfields mine site that 

closed prematurely due to the collapse in tin prices in the 1980’s. The site has an 

excellent infrastructure which includes highway access, grid power and a deep water 

port within 60 kilometers. Due to its favorable location, a skilled labor force from local 

communities is able to commute easily to the project site. Further, approximately 6 

million tons of stockpiled ore at the site offer potential for near term production at low 
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Recent News 

 

27-Sep-16: Avalon announced in its Separation 

Rapids project’s PEA that project could produce up 

to 14,600 metric tons. 

 

25-July-16: The Company completed a detailed 

Lithium Hydrometallurgical Process, environmental 

studies and internal mineral resource estimate at 

Separation Rapids project. 

 

25-May-16/5-April-16: Avalon commenced its 

Lithium Hydrometallurgical Process at Separation 

Rapids project after successfully producing one 

metric ton of high quality lithium ore from bulk 

sample. 

 

29-March-16: The Company completed a non-

broker private placement for gross proceeds of 

$775,000. 

 

11-March-16: Avalon completed non-broker 

private placement for gross proceeds of $1.37 

million.  

 

10-Feb-16: The Company announced that the 

Nechalacho Rare Earth project will remain inactive 

in 2016, due to weak global demand.  
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Avalon Advanced Materials Inc. 

capital costs. An initial resource estimate showed additional in-the-ground indicated mineral resources of 18.47 million metric 

tons and inferred mineral resources of 16.95 million metric tons. 

Ability to raise funds through equity markets and efficient management of cash  

The Company will need to raise capital by late 2016. Avalon has been extremely successful in raising equity capital in the past. 

The Company raised approximately $3 million during the nine months ended May 31, 2016. Such fund raising capability 

strengthens investor confidence in the Company's assets as well as management reputation and experience. It also indicates 

the Company’s ability to withstand challenging economic conditions. 

Company Overview 

Avalon is a mineral exploration company operating primarily in Canada. The Company is currently focused on exploring 

advanced materials such as lithium, tin, indium and Heavy Rare Earth Elements (“HREE”). Results from prior exploration 

activities suggest that the Company’s lithium and tin-indium deposits are significant in terms of size and grade. The Company 

also has an advanced HREE project called Nechalacho, Northwest Territories, Canada. Of the six projects owned by Avalon, 

two are currently under active development and are host to high quality lithium ore (Separation Rapids) and tin-indium (East 

Kemptville). The Nechalacho project, although advanced, is inactive at the present time due to reduced market interest. 

Key Recent Developments 

Separation Rapids Lithium Project 

Location and Geology 

Avalon owns a 100% stake in Separation Rapids, an advanced lithium project located 70 kilometers north of Kenora, Ontario in 

Canada. The project covers 1,455 hectares approximately, including a 400-hectare mining lease. The lithium is hosted in an 

unusual zoned pegmatite, which is enriched in the rare lithium mineral petalite. The Separation Rapids pegmatite is one of only 

four such pegmatites in the world to be of sufficient size and economic importance. The project is also unique as it is only the 

second to contain the rare lithium mineral petalite. The minerals found at Separation Rapids have a range of applications in the 

ceramics, glass and battery industries. Exhibit 1 presents the location of Separation Rapids in Northwestern Ontario. 

Exhibit 1: Separation Rapids location 

 
Source: Separation Rapids Factsheet 

Recent Developments 

In 2016, Avalon made significant progress toward defining an economic extraction process for the recovery of a lithium battery 

material at its Separation Rapids project. On 27 September 2016, the Company released the results of its PEA, which show 

very promising results. We now discuss in chronological order the various studies and assessments undertaken at the 

Separation Rapids project. 

Avalon’s development program expenditures for the Separation Rapids project totaled approximately$1.9 million during the 12 

months ended 31 August, 2016. On 5 April, 2016, the Company reported that it had successfully produced one metric ton of 
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high purity lithium mineral concentrate (petalite) from a 30 tonne bulk sample of the ore submitted to an independent third party 

laboratory based in Germany. 250 kilograms of the procured petalite sample will be further used in development work to 

produce high quality lithium hydroxide for automotive battery applications. The remaining sample has been shipped to potential 

customers in the glass industry to evaluate it for glass-ceramic applications. Further, in May 2016, the Company completed a 

bench-scale lithium hydrometallurgical test work program to produce lithium hydroxide using an estimated 25 kilograms of the 

sample along with by-products highly pure silica, feldspar and tantalum. The by-products recovered during the test work may 

also have significant revenue potential. High quality silica has applications in the semi-conductor, telecommunications and 

microelectronics sectors.  

Similarly, feldspar can be used as paint filler, a flux in the glass industry, ceramic glazes and as an anti-block agent in clear 

waste disposal bags. Exhibit 2 shows the detailed process of the lithium hydrometallurgical test work conducted at the 

Separation Rapids project. Hard rock lithium deposits such as Separation Rapids offer some advantages over traditional brine 

resources in producing the high purity form of lithium needed required for new generation of lithium ion batteries. In particular, 

the lithium mineral, petalite, contains no impurities and offers a more direct route with fewer impurity removal steps than 

traditional sources to get to a high purity product. Further, lithium hydroxide, now preferred as the input lithium material for many 

cathode chemistries, can be made directly from the mineral concentrate without making an intermediate product (Lithium 

carbonate). 

The Company also conducted an internal mineral resource estimate, which was in line with historic resource estimates. The 

1999 resource estimates showed indicated resources at 8 million metric tons averaging 1.34% lithium oxide (open at depth) with 

very low iron oxide levels (impurity) and inferred resources stood at 2.7 million metric tons at similar grades.  

Exhibit 2: Process details of Separation Rapids Lithium Hydrometallurgical test work 

 
Source: Corporate Presentation 

Preliminary Economic Assessment 

Following the detailed lithium hydrometallurgical work, on 27 September 2016, Avalon released the results of its Preliminary 

Economic Assessment (“PEA”). Avalon’s PEA study confirmed that the Separation Rapids project could economically produce 

high quality battery grade lithium hydroxide from its underlying lithium resource. The PEA results estimate an annual production 

of approximately 14,600 metric tons of lithium hydroxide for at least 10 years and 100,000 tons of feldspar mineral for 20 years, 

with an assumed average mining rate of 950,000 metric tons per year. A discounted cash flow analysis, conducted as a part of 

the PEA, yielded a 19% pre-tax internal rate of return (“IRR”) and a 16% post-tax IRR, assuming 100% equity financing. The 

analysis returned an attractive pre-tax net present value (“NPV”) of $343 million and a post-tax NPV of $228 million, at an 8% 

discount rate. The total capital cost of project (including the mine, concentrator and hydrometallurgical plant) included in the 

analysis is estimated at $514 million which would include $86 million contingencies and $7 million sustaining capital. The 

average lithium hydroxide price was assumed to be USD$11,000 per metric ton for the PEA analysis with an USD to CAD 

exchange rate of 1.3. 

As mentioned above, the Company’s PEA development model includes an open pit mine and concentrator at site.  A 

hydrometallurgical plant site, in close proximity to the mine site (near Kenora), was also selected for the PEA, which would be 

used for recovering lithium hydroxide from the petalite concentrate. The mine would produce 950,000 metric tons of ore annually 

for 10 years. The ore would then be crushed and processed at a concentrator, which would produce an average of 144,400 

metric tons of petalite concentrate per year and 100,000 metric tons per year of feldspar. The hydrometallurgical plant would 

then produce an average of 14,600 tons of lithium hydroxide per year for 10 years. Further, if any additional drilling is conducted 
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on unproven areas of the project it could increase the underlying resource. This could potentially add $200 million in revenue 

each year and also increase the NPV of the project significantly.   

Upon completion of the PEA study, the Company also successfully developed a detailed process flow sheet for extracting 

Lithium hydroxide. The Company believes that there is immense potential in employing its innovative extraction technology. A 

market study undertaken by the Company in 2015 had also indicated significant preference of NAC (lithium-nickel-aluminum-

cobalt oxide) over other battery cathodes, thereby highlighting the need for Lithium hydroxide, which is utilized as a primary 

lithium feedstock in NAC production. Avalon is currently working with local governments and other parties in the battery 

materials sector to proceed rapidly towards a developmental plant stage.    

Further, the Company is now in the process of updating a detailed Environmental Baseline Study, which was conducted in 2007. 

A detailed project description and Environmental Impact Assessment would be compiled after consultation with regulators, 

indigenous groups and other entities. Moreover, initial studies suggest that the stockpiles, tailings and concentrate storage of 

the project should not adversely impact the environment. 

Resource Estimation 

A resource estimate study was conducted in accordance with NI 43-101 and the results were similar to the Company’s 1999 

Pre-Feasibility Study (“PFS”). The resource estimate confirmed Measured and Indicated resource of 8 million metric tons with 

lithium oxide averaging at 1.29%. Further, Inferred resources were estimated at 1.63 million metric tons at an average grade of 

1.42% lithium oxide. The study also estimated an Inferred resource of 8 million metric tons averaging 38% feldspar. Exhibit 3 

shows the resource estimates of the Separation Rapids project. 

Exhibit 3: Separation rapids resource estimates at 0.6% Lithium Oxide cut-off grade  

Class Tons (million metric tons) Lithium Oxide (%) Specific Gravity 

 Measured             4.03             1.32             2.66  

 Indicated             3.97             1.26             2.67  

 Measure plus Indicated             8.00             1.29             2.66  

 Inferred             1.63             1.42             2.64  

Source: Corporate press release 

 

Future Strategy 

With the completion of the PEA, the Company is now planning to proceed with a Feasibility Study for completion by the end of 

2017. This will include diamond drilling to expand the resource and additional process test work to optimize both the 

concentrator and hydrometallurgical flowsheets for producing high quality lithium hydroxide in order to meet the growing 

demand from the battery manufacturers. Future plans also include a demonstration scale production facility in Kenora to scale 

up the production process and produce trial quantities of the lithium products for customer acceptance. Avalon plans to expand 

its marketing initiatives by identifying new potential customers for lithium and by-products of highly pure silica, feldspar and 

tantalum, and, in turn, expanding its base of potential customers. The Company also plans to take advantage of clean, hydro 

power generation capacity in the local area and work with the local community to create long term low-cost, renewable energy 

solutions for the site. Avalon plans to commence full commercial operations of its Separation Rapids project by 2020, if the 

Company is successful in receiving all the required permits and financing without any significant delays. 

East Kemptville Tin-Indium Project  

Location and Geology 

The East Kemptville project encompasses the former East Kemptville Tin Mine and neighboring exploration lands, all located 45 

km northeast of Yarmouth, Nova Scotia, Canada. Avalon holds a 100% interest in the East Kemptville project and is currently 

involved in the process of redeveloping the East Kemptville tin mine, which was once North America’s largest primary tin 

producer until 1992. The project area hosts tin in large quantities, with traces of indium, zinc and copper. The total area covers 

4,000 hectares through four contiguous exploration licenses and 356 hectares through a special mining license, covering the 

entire mining area and encompassing the known tin deposits. The Company obtained a Special Mining License in 2005 and has 

subsequently renewed this license numerous times. However, the Special License needed permission from surface land holders 

to access the project site. Hence, the Company obtained access rights from the surface right holders in 2014, for carrying out an 

initial drilling program. Most recently, the Company received its Special Mining License (No. 50462) from the Government of 

Nova Scotia in May 2015, which is set to expire in February 2018. 
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 Exhibit 4 displays the location of the East Kemptville Tin project in Nova Scotia, Canada. 

Exhibit 4: East Kemptville Tin project’s location 

 
Source: East Kemptville Factsheet 

Recent Developments 

On 25 February 2015, Avalon released the results of a conceptual study on the re-development of the mine at the scale of the 

historical operation of 10,000 tons per day (open pit). As the results were positive, the Company then began exploring smaller 

scale alternatives that would allow for production to be re-started at a much smaller initial capital expenditure. Further on June 

2015, the Company initiated the process of obtaining environmental permits for the East Kemptville re-development plan, during 

a meeting with federal regulators in Halifax. The Company has hired a Nova Scotia based consultant to aid them in preparing a 

Environment and Social Impact Assessment (ESIA) plan for the site redevelopment. This ESIA integrated redevelopment plan 

would ensure that all necessary regulatory constraints are met with best environmental practices.    

On 19 November 2015, Avalon completed a $1.3 million drilling program with a total of 22 drill holes at 4,514 meters. The 22 

drill holes were spread across three zones: Baby Zone, Duck Zone and Main Zone. On 3 November 2015, the Company 

published its initial results of the drilling program with a total of 17 drill holes covering 3,301 meters. Baby Zone gave the best 

initial results, where one of the eight drill holes intersected 0.46% tin (Sn), 25.2 ppm indium (In) and 0.63% zinc (Zn) over 82.3 

meters. Further, drilling activity on the Baby Zone recovered about one ton of sample ore, which is to be used for further 

metallurgical test work. Avalon is currently working on a new economic development model utilizing the stockpile of 5.87 million 

metric tons of unprocessed ore as an initial resource to re-start tin production at a small scale. Test work on a small scale 

gravity circuit using stockpiled ore resulted in a higher grade tin recovery. 

 Exhibit 5: Zone locations of East Kemptville’s 2015 drilling program  

 
Source: Company’s corporate presentation 
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In December 2015, Avalon completed bench scale metallurgical testing, using the sample collected during the 2014 drilling 

program. The testing was conducted at an independent third party laboratory in England. The metallurgical test was done to 

explore the options of recovering tin, copper and zinc sulphide using the process of gravity and flotation. The results from the 

test program confirmed the presence of tin concentrate with >50% tin, zinc concentrate of >50% zinc (also containing 0.175% 

Indium) and copper concentrate at >20% copper. Avalon also expects to recover rare metal indium from zinc concentrates, 

since indium is anticipated to account for about 0.25% presence in zinc concentrates.  These results may allow Avalon to next 

plan a large scale testing program using the ore samples from existing deposits and future drilling.  In 2016, Avalon carried out 

further test work to optimize the tin gravity recovery process and adapt it to a small scale mill design. Further, Avalon is also 

undertaking environmental studies to determine the nature of the waste rock derived during the process of mining. The 

environmental studies should also help the Company in water and waste management. 

Future strategy 

Avalon is now completing the process to transition to full tenure of the site and evaluating options for small re-development of 

the site. The project offers the opportunity to scale production up over time by gradually re-developing resources first in the 

Baby Zone and later in the Main Zone. Avalon is also engaged in discussions with other parties for supplying tin concentrates, 

and to date, they have successfully shipped samples of stockpiled ore to one party.  Avalon is also actively looking for a 

financial partner to aid their development of East Kemptville. The Company expects to complete the process of securing full 

surface tenure to the site in late 2016. 

Industry Overview 

We now provide a brief overview of the Canadian mineral industry.  We emphasize here industry dynamics of lithium and tin as 

these elements are currently priorities for the Company. 

Canada is one among the top mining nations across the world producing more than sixty metals and minerals. The industry is 

the largest private sector employer. More than 380,000 workers are employed in the mining and mineral exploration and 

development industries. The industry also has more than 3,400 companies supplying engineering, environmental, geotechnical, 

financial and other services to mining operations. 

Lithium demand driven by batteries and extraordinary growth in Electric Vehicles (EV) Industry 

Lithium has been traditionally used in electronics, lubricating greases, ceramics, aluminum production and others. The lithium 

ion battery became a significant new application for lithium in the 1980’s. Recently, lithium ion battery technology has advanced 

to the point where it has become the preferred energy storage solution for Electric Vehicles (EV) and Home Energy Storage 

Solution (ESS) markets creating enormous new demand. Exhibit 6 shows global end use markets for lithium. 

Exhibit 6: Ceramics & Glass and Batteries are major end-use markets for Lithium 
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Source: U.S. Geological Survey (USGS), Mineral Commodity Summaries, January 2016 
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According to the USGS, lithium consumption for batteries has grown significantly in recent years due to the extensive use of 

rechargeable lithium batteries in the growing market for portable electronic devices. According to research estimates from 

Stormcrow Capital (a materials consulting firm), global lithium demand is forecast to reach 410,000 metric tons in 2025 from the 

current level of 200,000 metric tons as shown in Exhibit 7. 

 
Exhibit 7: Demand for lithium is estimated to reach 410,000 metric tons in 2025 

 
Source: Stormcrow Capital 

 

The demand from automobile manufacturers could support this strong trend in the lithium market. Electric vehicle batteries are 

expected to account for nearly 50% of the total lithium demand by 2020. Tesla Motors Inc. (“Tesla”), a leading electric car 

manufacturer has opened a large lithium-ion battery plant in the US, to be capable of producing up to 500,000 lithium-ion vehicle 

batteries per year by 2020. Currently, the EV space is dominated by Hybrid Electric Vehicles (HEVs) and Plug-In Hybrids 

Vehicles (PHEVs). Electric vehicles contribute to only 0.6% of the global automobile sales in 2015. However, EV sales are 

expected to grow to 16 million vehicles by 2025 with full electric vehicles accounting for 3% of global sales. Such demand from 

the EV industry should drive consumption to 205 kilotons in 2025 from 25 kilotons in 2015, resulting in a CAGR growth of 23% 

over the period. Exhibit 8 presents Deutsche Bank’s forecast of sales of vehicles of various categories. 

 
Exhibit 8: Estimated increase in EV sales should drive lithium demand 
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Source: Deutsche Bank Market Research 

Additionally, for the past few years, demand for lithium and related metals has been rising, their effect is seen in the prices of 

lithium carbonate and lithium hydroxide. The price of lithium carbonate has increased by more than 50% in late 2015 due to a 

significant demand-supply mismatch. The demand led price hike has registered transaction prices above US$ 20,000/ton in 

China. Lack of current supply levels to meet the increasing demand has led to the need for newer mining projects in order to 

ramp up production. The increasing price trend stimulated by surge in demand makes lithium based mining projects feasible and 

profitable to explore. Such a favorable external environment could encourage lithium mining companies to advance their lithium 

projects quickly into production. Exhibit 9 below shows the upturn in price of lithium carbonate beginning in 2011. 
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Exhibit 9: Price of lithium carbonate trending upwards could benefit miners 

 
Source: Company press release, Benchmark Mineral Intelligence 

Further, demand for lithium hydroxide is expected to increase from 82,000 metric tons LCE (Lithium Carbonate Equivalent) in 

2016 to 186,000 metric tons LCE in 2025 due to its favorable usage in lithium ion batteries. Lithium hydroxide generally sells at 

a premium of US$2-3/kg to lithium carbonate’s price since the former incurs high production costs relatively. The increasing 

demand for lithium hydroxide over lithium carbonate complements Avalon’s move of selecting lithium hydroxide as its primary 

target mineral since it would add significantly to the Company’s bottom line.   

Growing long run demand for tin to offset short term excess supply  

We now present an overview of the tin industry. Demand for tin primarily comes from use of solders in consumer electronics 

(accounts for 52% of tin demand), manufacture of tinplate (16%), production of chemicals (13%), brass & bronze (5.5 %) and 

glass (2%). Data from the Economist Intelligence Unit suggest that consumption of tin is set to grow by a meager 0.7% in 2016, 

followed by a higher growth rate of about 1.5% per year in 2017-18 due to reviving economic growth. Further, tin is also used a 

catalyst in automobile for seat cushion, plastics, fuel tank coating, brake pads additives, wiring, battery addition and others. 

Exhibit 10 shows the demand for tin in various end use markets. 

 

Exhibit 10: Major end use markets for tin  
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Source: Company presentation, July 2016 
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LME monthly average standard grade tin prices in 2016 (Source: IMF) have been increasing steadily (see Exhibit 11) while LME 
stocks have steadily declined. Demand has been slightly increasing while production in Myanmar and subsequent exports to 
China has declined due to declining grades from the Man Maw area. Production of tin from Indonesia’s PT Timah will not reach 
it's planned 30,000 MT level by at least 10% and production in China has been curtailed at several smelters, due to government 
crackdown for environmental reasons.   

 
Exhibit 11: IMF Monthly Spot Tin prices in US $/Metric Ton (2008-2016) 
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Source: IMF Commodity Pricing Outlook, September 2016 

 
Exhibit 12: Refined tin prices declined due to excess supply but are expected to make a comeback 
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Source: World Bank Commodities Forecast, July 2016 

The outlook for tin prices (Exhibit 11) calls for steady growth over the next few years. The starting point in 2016 may exceed  

US$20,000 when the IMF releases its October forecast given the continued rise in the price of tin so far in 2016. 
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Financial Performance  

We now discuss the financial performance of Avalon Advanced Materials Inc. for the nine months ended May 31, 2016. The 

Company’s fiscal financial period runs from September to August. All monetary units in the following sections are denoted in 

Canadian dollars, unless otherwise noted. 

Exhibit 13 shows the cash burn analysis and financial sustainability of Avalon. The Company’s average cash burn stood at 

$0.70 million per month, with an average survival rate of 6.27 months. We have calculated the cash burn based on operating 

and investing activities for the last eight quarters. The cash burn analysis takes investing activities into the calculation as the 

Company is in the initial stages of exploration, which requires significant capital expenditures. As of May 31, 2016, the 

Company’s cash and cash equivalents stood at $1.91 million. Further, Avalon’s fund raising capabilities have been good in the 

past as the Company raised approximately $3 million during the nine months ended May 31, 2016, primarily from the issuance 

of shares. 

Exhibit 13: Historical burn rate estimates imply a survival of 6.27 months 

Quarters (in millions CAD) Aug-14 Nov-14 Feb-15 May-15 Aug-15 Nov-15 Feb-16 May-16 Average 

Net operating cash flow ($1.17) ($1.06) ($1.08) ($0.78) ($0.92) ($0.82) ($0.80) ($0.85) ($0.93) 

Net investing cash flow ($1.96) ($1.83) ($0.71) ($0.49) ($1.25) ($1.50) ($1.13) ($0.42) ($1.16) 

Net financing cash flow $5.97  $0.28  $3.30  $3.89  ($0.17) $0.22  $0.69  $2.09  $2.03  

Cash position (quarter end) $6.02  $3.42  $4.96  $7.58  $5.25  $3.16  $1.91  $2.73  $4.38  

Burn Rate per month ($1.04) ($0.96) ($0.59) ($0.42) ($0.72) ($0.77) ($0.65) ($0.42) ($0.70) 

Survival period (in months)       5.77       3.56       8.34      17.98        7.27        4.09        2.96        6.44          6.27  

Source: RBMG Research 

Exhibit 14 displays Avalon’s income statement for the nine months ended May 31, 2016 and May 31, 2015.  

As mentioned earlier, the Company has not generated any revenues from its exploration operations. Interest income was the 

only revenue recorded. The interest revenue also declined by 34% due to lower cash and cash equivalents balanced during the 

three months ended May 31, 2016, compared to the three months ended August 31, 2015. Avalon’s enduring efforts to 

decrease overhead costs benefitted the bottom line, as the Company was able to reduce its corporate and administrative 

expenses by 18% to $2.5 million for the nine months ended May 31, 2016. This costs reduction was mainly due to the lower 

consulting and professional fees, salaries and benefits. Further, the Company’s loss per share fell slightly to -$0.02 per share for 

the nine months ended May 31, 2016 compared to -$0.017 per share for the nine months ended May 31, 2015. 

Exhibit 14: Income Statement for the nine months ended May 31, 2016 and 2015 

Income Statement  
Nine months ended May 

31, 2016 
Nine months ended May 

31, 2015 
Y-o-Y % 
Change 

Revenue       

Interest 
                                     

$29,278  
                                          

$44,103  -34% 

        

Expenses       

Corporate and administrative expenses 
                                

2,539,802  
                                     

3,089,811  -18% 

Impairment loss on exploration and evaluation assets 
                                       

4,163  
                                            

6,406  -35% 

Write-off of land acquisition option payments                                               -    
                                        

212,960    

General exploration 
                                     

22,422  
                                          

30,148  -26% 

Depreciation  
                                     

28,712  
                                          

43,271  -34% 

Share based compensation  
                                   

272,605  
                                        

633,092  -57% 

Foreign exchange loss (gain) 
                                      

(7,784) 
                                        

(18,992) 59% 



 

11 

 

Avalon Advanced Materials Inc. 

Financing transaction costs  
                                     

10,598  
                                                 

-      

Increase (Decrease) in fair value of warrants denominated 
in foreign currency 

                                   
322,372  

                                      
(850,504) 138% 

        

Total Expenses 
                                

$3,192,890  
                                     

$3,146,192  1% 

        

Net Loss before Income Taxes 
                               

(3,163,612) 
                                   

(3,102,089) -2% 

Deferred Income Tax Recoveries 
                                   

328,413  
                                        

151,924  116% 

Net Loss and Total Comprehensive Loss for the year 
                               

$(2,835,199) 
                                   

$(2,950,165) 4% 

        

Loss per Share  Basic and Diluted  
                                      

$(0.017) 
                                          

$(0.022) 20% 

        

Weighted Average Number of Common Shares 
Outstanding, Basic and Diluted 

                            
163,046,192  

                                 
135,548,697    

Source: Company Filings 

 
Exhibit 15 displays Avalon’s balance sheet as of May 31, 2016 and August 31, 2015. 
  
As of May 31, 2016, Avalon had a cash balance of $2.7 million and adjusted working capital of $2.4 million to sustain its cash 

burn rate and to finance its operating expenditures.  Further, the Company’s accounts payable and receivables decreased 

significantly by 67% and 48%, mainly attributable to the Company’s efforts to reduce its overhead costs. As of May 31, 2016 

prepaid expenses also decreased by 66% to $0.2 million from $0.7 million of August 31, 2015. Further, exploration and 

evaluation assets increased by 35% to $12 million, primarily due to the higher expenditures at Separation Rapids Lithium 

Project, followed by the East Kemptville Tin-Indium Project. In addition, warrants denominated in foreign currency increased to 

$0.6 (+35%) million from $0.3 million, due to the increase in fair value. 

Exhibit 15: Balance Sheet as of May 31, 2016 and August 31, 2015 

Balance Sheet  As of May 31, 2016  As of August 31, 2015  % change 

Assets       

Current Assets:       

          Cash and cash equivalents     $2,731,045  $5,247,738  -48% 

          Other receivables                                228,905  424,259  -46% 

          Prepaid expenses and deposits           229,901  680,008  -66% 

Noncurrent Assets:       

Exploration and evaluation assets  12,181,753  9,003,980  35% 

Property, plant and equipment  104,065,395  103,867,289  0% 

Total Assets $119,436,999  $119,223,274  0% 

        

Liabilities       

Current Liabilities:       

Accounts payable $160,741  $488,719  -67% 

Accrued liabilities 610,398  600,070  2% 

Deferred flow-through share premium 184,344  293,808  -37% 

Warrants denominated in foreign currency 611,229  288,857  112% 

Noncurrent Liabilities:       

Site closure and reclamation provisions 263,600  263,600    

Total Liabilities $1,830,312  $1,935,054  -5% 
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Shareholders’ Equity       

Share Capital $167,149,068  $164,695,991  1% 

Reserve for Warrants  4,312,348  4,020,968  7% 

Reserve for Share Based Payments  16,609,491  16,244,942  2% 

Reserve for Brokers’ Compensation Warrants  263,898  219,238  20% 

Accumulated Deficit (70,728,118) (67,892,919) 4% 

Total Shareholder's Equity $117,606,687  $117,288,220  0% 

Total Liabilities and Shareholder's Equity $119,436,999  $119,223,274  0% 
Source: Company Filings 

Exhibit 16 shows Avalon’s cash flow statement for the nine months ended May 31, 2016 and August 31, 2015.  

During the nine months ended May 31, 2016, the Company raised $3 million primarily through the issuance of shares, 

compared to $7.5 million during the same period in 2015. Further, the Company also decreased its investment in property, plant 

and equipment significantly to $0.2 million from $1.9 million in the same period in 2015, due to write-downs of inactive projects.  

Exhibit 16: Cash Flow Statement for the nine months ended May 31, 2016 and 2015 

Cash flow statement 
Nine months ended 

May 31, 2016 
Nine months ended 

May 31, 2015 
Y-o-Y % 
Change 

Cash Flow from Operating Activities       

Cash paid to employees         $(1,277,134)  $(1,548,648) -18% 

Cash paid to suppliers           (1,239,385)         (1,399,309) -11% 

Interest received                  44,492                 41,115  8% 

Cash Used by Operating Activities  $(2,472,027)  $(2,906,842) -15% 

        

Cash Flow from Financing Activities       

Proceeds from equity offerings             2,957,992            7,464,430  -60% 

Proceeds from exercise of stock options                           -                 11,000    

Proceeds from exercise of warrants                  18,750                           -    

Proceeds from exercise of brokers’ compensation warrants                  22,500                           -    

Share issuance costs                           -                           -    

Cash Provided by Financing Activities  $2,999,242   $7,475,430  -60% 

        

Cash Flow from Investing Activities       

Exploration and evaluation assets           (2,859,825)         (1,126,402) 154% 

Property, plant and equipment              (191,867)         (1,898,500) -90% 

Cash Used by Investing Activities  $(3,051,692)  $(3,024,902) 1% 

        

Change in Cash and Cash Equivalents  $(2,524,477)  $1,543,686  
 

Foreign Exchange Effect on Cash                    7,784                 18,992  -59% 

Cash and Cash Equivalents – beginning of year  $5,247,738   $6,017,598  -13% 

Cash and Cash Equivalents – end of year  $2,731,045   $7,580,276  -64% 

Source: Company Filings 
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Sources 

 Company Website and press releases 

 Company Investor Presentation 

 SEDAR filings of the Company 

 Global Market Outlook for Photovoltaics 2015-2019, EPIA  

 IHS Global Information Company 

 U.S. Department of Energy 

 U.S. Energy Information Agency 

 China National Energy Administration 

 National Renewable Energy Laboratory website 

 

 

Disclaimer 

The information contained herein is not intended to be used as the basis for investment decisions and should not be construed as 
advice intended to meet the particular investment needs of any investor. The information contained herein is not a representation 
or warranty and is not an offer or solicitation of an offer to buy or sell any security. To the fullest extent of the law, RB Milestone 
Group LLC (“RBMG”), its staff, specialists, advisors, principals and partners will not be liable to any person or entity for the 
quality, accuracy, completeness, reliability or timeliness of any information provided, or for any direct, indirect, consequential, 
incidental, special or punitive damages that may arise out of the use of information provided to any person or entity (including but 
not limited to lost profits, loss of opportunities, trading losses and damages that may result from any inaccuracy or 
incompleteness of such information). Investors are expected to take full responsibility for any and all of their investment decisions 
based on their own independent research and evaluation of their own investment goals, risk tolerance, and financial condition. 
Investors are further cautioned that small-cap and microcap stocks have additional risks that may result in trading at a discount to 
their peers. Liquidity risk, caused by small trading floats and very low trading volume can lead to large spreads and high volatility 
in stock price. Small-cap and microcap stocks may also have significant company-specific risks that contribute to lower 
valuations. Investors need to be aware of the higher probability of financial default and higher degree of financial distress inherent 
in the small-cap and microcap segments of the market. The information, opinions, data, quantitative and qualitative statements 
contained herein have been obtained from sources believed to be reliable but have not been independently verified and are not 
guaranteed as to accuracy, nor does it purport to be a complete analysis of every material fact regarding RBMG client companies, 
industries, or securities. The information or opinions are solely for informational purposes and are only valid as of the date 
appearing on the report and are subject to change without notice. Statements that are not historical facts are "forward-looking 
statements" that involve risks and uncertainties. "Forward looking statements" as defined under Section 27A of the Securities Act 
of 1933, Section 21B of the Securities Exchange Act of 1934 and the Private Securities Litigation Act of 1995 include words such 
as "opportunities," "trends," "potential," "estimates," "may," "will," "could," "should," "anticipates," "expects" or comparable 
terminology or by discussions of strategy. These forward looking statements are subject to a number of known and unknown risks 
and uncertainties outside of the company's or our control that could cause actual operations or results to differ materially from 
those anticipated. Factors that could affect performance include, but are not limited to those factors that are discussed in each 
profiled company's most recent reports or company filings or registration statements filed with the SEC or other actual 
government regulatory agency. Investors should consider these factors in evaluating the forward looking statements contained 
herein and not place undue reliance upon such statements. Investors are encouraged to read investment information available at 
the websites of Avalon Advanced Materials Inc. (“Avalon”) at www.avalonadvancedmaterials.com and the SEC at 
http://www.sec.gov and/or FINRA at http://www.finra.org and/or other actual government regulatory agency. RBMG is a consulting 
firm headquartered in New York, New York, USA and is hired by client companies globally to carry out consulting services that 
include: corporate strategy formation, business development, market intelligence and research. RBMG is not a FINRA member or 
registered broker/dealer. RBMG research reports and other proprietary documents or information belonging to RBMG are not to 
be copied, transmitted, displayed, distributed (for compensation or otherwise), or altered in any way without RBMG's prior written 
consent.  Although RBMG was not compensated for the analytical research and evaluation services that are performed in 
connection with the preparation of Avalon’s RBMG research reports, over time RBMG has received cash fees equal to one 
hundred and sixty five thousand USD from Avalon in exchange for other RBMG services. In this case, these services are 
designed to help Avalon communicate its corporate characteristics to applicable investment and media communities. In addition, 
RBMG and/or its respective affiliates, contractors, principals or employees may buy, sell, hold or exercise shares, options, rights, 
or warrants to purchase shares of Avalon at any time. In the past, RBMG’s principal at the time, formerly known as RB Milestone 
Equities LLC, (“RBME”) collectively purchased 1,278,260 restricted common shares plus 400,000 warrants to purchase 400,000 
common shares of Avalon from Avalon. The common shares and warrants came with four-month trade restrictions. Subsequently, 
RBMG’s new principal (“Principal”), through a controlling interest in RBME, exercised all of its warrants to purchase 400,000 
common shares of Avalon from Avalon. Currently, Principal, through a controlling interest in RBME, indirectly owns shares of 
Avalon. Principal will directly or indirectly buy, sell, hold or exercise shares, options, rights, or warrants to purchase shares of 
Avalon at its lawful discretion and this can happen at any time. 


