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Introduction 

 
The following interim management’s discussion and analysis (“MD&A”) of the financial condition and results of 

the operations of Inspiration Mining Corporation (“Inspiration” or the “Company”) constitutes management’s 

review of the factors that affected the Company’s financial and operating performance for the six months ended 

March 31, 2018. This MD&A has been prepared in compliance with the requirements of National Instrument 51-

102 – Continuous Disclosure Obligations. This discussion should be read in conjunction with the audited 

annual consolidated financial statements of the Company for the years ended September 30, 2017 and 2016 

as well as the unaudited condensed interim consolidated financial statements for the six months ended March 

31, 2018, together with the notes thereto. Results are reported in Canadian dollars, unless otherwise noted. In 

the opinion of management, all adjustments (which consist only of normal recurring adjustments) considered 

necessary for a fair presentation have been included. The results for the periods presented are not necessarily 

indicative of the results that may be expected for any future period. Information contained herein is presented 

as at May 28, 2018, unless otherwise indicated. 

 

The consolidated financial statements, including comparatives, have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards 

Board (“IASB”) and Interpretations issued by the IFRS Interpretations Committee. 

 

For the purposes of preparing this Interim MD&A, management, in conjunction with the Board of Directors (the 

“Board”), considers the materiality of information. Information is considered material if: (i) such information 

results in, or would reasonably be expected to result in, a significant change in the market price or value of 

Inspiration common shares; (ii) there is a substantial likelihood that a reasonable investor would consider it 

important in making an investment decision; or (iii) it would significantly alter the total mix of information 

available to investors. Management, in conjunction with the Board, evaluates materiality with reference to all 

relevant circumstances, including potential market sensitivity. 

 
Information about the Company and its operations can be obtained from the offices of the Company or on the 
System for Electronic Documents Analysis and Retrieval (“SEDAR”) and is available for review under the 
Company's profile on the SEDAR website (www.sedar.com). 
 
Compassion Cannabis  

Inspiration Mining Corp. has scheduled a shareholder meeting for May 3, 2018. At the meeting, the 
shareholders of Inspiration will consider, among other things, the appointment of directors, a special 
resolution changing the name of the corporation from its current form to Inspiration Cannabis Corp. 
and a special resolution authorizing Inspiration to change its business from an exploration company to 
a cannabis distribution company. The proposed name change and change of business are subject to 
the receipt of regulatory approval. 

The corporation's intention to change its name and its business is based primarily on its negotiations 
with Compassion Cannabis, whereby the corporation and Compassion Cannabis intend to enter into 
some form of a business relationship that will initiate Compassion Cannabis's exposure to the 
Canadian public markets. 

Compassion Cannabis, a private Ontario company, has the expertise to capitalize on the various facets 
of the going marijuana market, including the vape market and dispensary centres for the industry. The 
corporation is of the opinion that the vape market and dispensary centres represent an opportunity to 
capitalize on the growing medical cannabis industry. 

 

http://www.sedar.com/


Inspiration Mining Corporation  
Interim Management’s Discussion & Analysis – Quarterly Highlights 
Six Months Ended March 31, 2018 
Discussion dated: May 28, 2018 

 

Brief Corporate History 

 

The Company was incorporated on November 15, 1972 pursuant to the Company Act of British Columbia upon 

amalgamation of two predecessor companies. On August 19, 1996, after various changes during the interim, 

the Company changed its name to Inspiration Mining Corporation under which it now operates. On March 2, 

2004, the Company’s stock commenced trading on Tier 2 of the TSX Venture Exchange under the symbol 

“ISM”. On April 26, 2007, its stock became listed for trading on the Toronto Stock Exchange (“TSX”) under that 

same symbol. Further to TSX Bulletin 2015-0348 dated April 10, 2015, the TSX has determined to delist the 

common shares of the Company at the close of business on January 4, 2016 for failure to meet the continued 

listing requirements of the TSX. On January 4, 2016, the common shares were delisted from the TSX. On 

February 5, 2016, the Company's shares commenced trading on the Canadian Securities Exchange (“CSE”). 

On August 18, 2008, the Company continued itself from being a corporation existing and governed by the 

Business Corporations Act (British Columbia) to being a corporation existing under and governed by the 

Business Corporations Act (Ontario). 
 

Cautionary Note Regarding Forward-Looking Information 

 

This MD&A contains certain forward-looking information and forward-looking statements, as defined in 

applicable securities laws (collectively referred to herein as “forward-looking statements”). These statements 

relate to future events or the Company’s future performance. All statements other than statements of historical 

fact are forward-looking statements. Often, but not always, forward-looking statements can be identified by the 

use of words such as “plans”, “expects”, “is expected”, “budget”, “scheduled”, “estimates”, “continues”, 

“forecasts”, “projects”, “predicts”, “intends”, “anticipates” or “believes”, or variations of, or the negatives of, such 

words and phrases, or statements that certain actions, events or results “may”, “could”, “would”, “should”, 

“might” or “will” be taken, occur or be achieved. Forward-looking statements involve known and unknown risks, 

uncertainties and other factors that may cause actual results to differ materially from those anticipated in such 

forward-looking statements. The forward-looking statements in this Interim MD&A speak only as of the date of 

this Interim MD&A or as of the date specified in such statement. The following table outlines certain significant 

forward-looking statements contained in this Interim MD&A and provides the material assumptions used to 

develop such forward-looking statements and material risk factors that could cause actual results to differ 

materially from the forward-looking statements. 

 
Inherent in forward-looking statements are risks, uncertainties and other factors beyond Inspiration’s ability to 
predict or control. Please also make reference to those risk factors referenced in the “Risks and Uncertainties” 
section below. Readers are cautioned that the above chart does not contain an exhaustive list of the factors or 
assumptions that may affect the forward-looking statements, and that the assumptions underlying such 
statements may prove to be incorrect. Actual results and developments are likely to differ, and may differ 
materially, from those expressed or implied by the forward-looking statements contained in this MD&A. 

 

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause 

Inspiration’s actual results, performance or achievements to be materially different from any of its future 

results, performance or achievements expressed or implied by forward-looking statements. All forward-looking 

statements herein are qualified by this cautionary statement. Accordingly, readers should not place undue 

reliance on forward-looking statements. The Company undertakes no obligation to update publicly or otherwise 

revise any forward-looking statements whether as a result of new information or future events or otherwise, 

except as may be required by law. If the Company does update one or more forward-looking statements, no 

inference should be drawn that it will make additional updates with respect to those or other forward-looking 

statements, unless required by law. 

 

Operation Highlights 

 

Corporate 
During the period ended March 31, 2018, the Company focused on cash preservation pending successful 
completion of a financing event. 

 

Exploration Update 
The Company’s mineral properties have been placed under care and maintenance, pending a successful 
completion of a financing event. 
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Forward-looking statements Assumptions Risk factors 

Inspiration’s properties may contain 
economic deposits of nickel and/or 
other metals 

The results of Inspiration’s exploration 
and development activities will be 
favourable; operating, exploration and 
development costs will not exceed 
Inspiration’s expectations; the price of 
nickel and/or other applicable metals 
and applicable interest and exchange 
rates will be favourable to Inspiration; 
no title disputes will exist with respect 
to Inspiration’s properties 

Uncertainties involved in interpreting 
geological data; the risk that future 
exploration results will not be 
consistent with Inspiration’s 
expectations; maintaining compliance 
with environmental regulations and 
the risk of changes to environmental 
and other local legislation and 
regulation; the volatility of the price of 
nickel and/or other metals or minerals; 
increases in costs of exploration 
services required by the Company; 
interest rate and exchange rate 
fluctuations; changes in economic and 
political conditions; the risk of title 
disputes and confirming and 
maintaining title to Inspiration’s 
properties 

Inspiration will be able to carry out 
anticipated business plans as 
currently contemplated in relation 
to the costs and timing for future 
exploration on its properties 

Financing will be available for future 
exploration and development of 
Inspiration’s properties; sale of any 
investments, if warranted, on 
acceptable terms; Inspiration’s future 
exploration activities, and the costs 
associated therewith, will be 
consistent with Inspiration’s current 
expectations; the results of 
exploration and development activities 
on Inspiration’s properties will be 
favourable; Inspiration will be able to 
retain and attract skilled staff in order 
to complete its business objectives; all 
applicable regulatory and 
governmental approvals for 
exploration projects and other 
operations will be received on a timely 
basis upon terms acceptable to 
Inspiration; the Company will not be 
adversely be affected by market 
competition; the price of nickel and/or 
other applicable metals will be 
favourable to Inspiration; debt and 
equity markets, exchange and interest 
rates and other applicable economic 
conditions will be favourable to 
Inspiration at the applicable times; no 
title disputes will exist with respect to 
Inspirations’ properties 

External financing on acceptable 
terms to Inspiration will not be 
available at the applicable times; 
volatility in the capital markets 
impacting liquidity of investments may 
affect the Company’s ability to obtain 
funding; the possibility that future 
exploration results will not be 
consistent with Inspiration’s 
expectations; increases in costs of 
exploration services required by the 
Company; the Company may be 
unable to retain and attract skilled 
staff; maintaining compliance with 
environmental regulations and the risk 
of changes to environmental and 
other local legislation and regulation; 
Inspiration may be unable to obtain all 
required permits and approvals; the 
volatility of the price of nickel and/or 
other metals or minerals; interest rate 
and exchange rate fluctuations; 
changes in economic and political 
conditions; the risk of title disputes 
and confirming and maintaining title to 
Inspiration’s properties 

Management’s outlook regarding 
future trends 

Financing will be available for 
Inspiration’s exploration and operating 
activities; the price of nickel and/or 
other applicable metals or minerals 
will be favourable to Inspiration 

The volatility of the price of nickel 
and/or other metals or minerals; 
changes in debt and equity markets; 
interest rate and exchange rate 
fluctuations; changes in economic and 
political conditions 

Litigation commenced against the 
Company will be unsuccessful 

The Company is of the opinion that 
the litigation is frivolous and 
completely without merit 

The Company has a judgment filed 
against it and the court imposes a 
quantum for damages  
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Langmuir Property 

 

The following are the current and future plans, as well as timelines, for the Langmuir Property: 
 

 Status Next Milest Estimated Cost to Complete 

Estimated Date of 

Completion 

Dewatering and, to the 

extent necessary, repair of 

the ramp at the Langmuir 

No. 1 mine. 

Will 

commence 

when the 

Company has 

sufficient 

funds to 

proceed. 

To be 

determined. 

The dewatering process requires 

the appropriate governmental 

approvals and financing to 

proceed. The Company’s 

proposed budget for dewatering 

the ramp is approximately 

$150,000.  

 

Costs to repair the ramp are 

likely exceed $3,000,000. 

Management’s best estimate at 

this point is in the range of 

$3,000,000 to $5,000,000. This 

would likely commence once 

nickel prices are favourable and 

financing is completed. 

Unknown at this 

time. As financing 

is required to be 

completed. 

The Company has 

completed several internal 

studies which supports its 

decision to focus on the 

development of the 

Langmuir No. 1 mine. 

Based on the results of 

such studies, the Company 

is confident that once the 

ramp is reopened and the 

mine is dewatered, it will 

be able to proceed with 

preliminary underground 

drilling with the objective of 

completing a bulk sample. 

The Company is allowed to 

extract bulk samples of up 

to an aggregate of 60,000 

tonnes from three (3) 

different deposits as part of 

its exploration. Bulk 

sampled ore can be milled 

and sold by the Company 

as part of its exploration 

and does not require the 

necessary permitting 

necessitated in the mining 

phase. 

Bulk sampling 

program will 

be budgeted 

and will 

commence 

when the 

Company has 

sufficient 

funds to 

proceed. 

The Company 

will begin 

underground 

drilling to target 

what the 

Company 

believes to be 

higher grade 

minerals at 

depth. 

Unknown at this time. Will be 

determined after Company 

completes a financing. 

Unknown at this 

time. A financing is 

required to be 

completed. 

Totals   $3,150,000 - $5,150,000  
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During the year ended September 30, 2017, the Company did not conduct any significant exploration activities 
on the Langmuir Property due to a lack of cash. The Company will have to raise equity capital in amounts 
sufficient to fund its plans discussed in the table above. See “Fixed Capital Requirements” below for further 
details. 
 
Llamara Project  
 
Inspiration has an indirect interest in the Llamara property through its equity holding in Potash Dragon Inc.  
 
Other Projects  
 
The Company's other base metal properties are at an earlier stage of exploration. They are on hold until financing 
can be completed. At that time, a budget will be determined. 
 

Trends 

 
Management regularly monitors economic conditions and estimates their impact on the Company’s operations 
and incorporates these estimates in both short-term operating and longer-term strategic decisions. During the 
third quarter, equity markets in Canada showed signs of improvement, with equities increasing significantly 
during this period. Strong equity markets are favourable conditions for completing a public merger, financing or 
acquisition transaction. 

 

Apart from these and the risk factors noted under the heading “Risks and Uncertainties”, management is not 
aware of any other trends, commitments, events or uncertainties that would have a material effect on the 

Company’s business, financial condition or results of operations. See “Risks and Uncertainties” below. 
 

Selected Quarterly Information 

 

  
 

Profit or (Loss) 

Three Months Ended 
Net 

Revenues 
($) 

Total 
($) 

Per Share
 

($) 

March 31, 2018 - (212,275) (0.01) 

December 31, 2017 - (148,354) (0.00) 

September 30, 2017 - (11,606) (0.01) 

June 30, 2017 - (137,243) (0.01) 

March 31, 2017 - (84,490) (0.01) 

December 31, 2016 - (307,358) (0.01) 

September 30, 2016 - (646,572) (0.01) 

June 30, 2016 - (208,368) (0.01) 

 
 

 

 
 
6 | P a g e 



Inspiration Mining Corporation 

Interim Management’s Discussion & Analysis – Quarterly Highlights 
Six Months Ended March 31, 2018 
Discussion dated: May 28, 2018 

 

Financial Highlights 
 

Financial Performance 

 

Inspiration’s net loss totaled $360,629 for the six period ended March 31, 2018, with basic and diluted loss 
per share of $0.01. This compares with a net loss of $393,848 with basic and diluted loss per share of 
$0.01 for the six months period ended March 31, 2017. The marginal decrease of $33,219 in net loss was 
principally because: 

 

Realized (loss) gain on sale of marketable securities increased $5,000 for the period ended March 31, 

2017 to $(41,059) for the period ended March 31, 2018 due to sales of shares of Nitinat Minerals 

Corporation. 

 

Gain (Loss) on assignment of exploration and evaluation assets decreased from $(40,000) for the period 

ended March 31, 2017 to $4,500 for the period ended March 31, 2018 due to transfer of ownership of 

Carscallen Property. 

 

All other expenses related to general working capital purposes. 

 

Inspiration’s net loss totaled $212,275 for the three period ended March 31, 2018, with basic and diluted 
loss per share of $0.01. This compares with a net loss of $86,490 with basic and diluted loss per share of 
$0.00 for the three months period ended March 31, 2017. The marginal increase of $125,785 in net loss 
was principally because: 

 

Realized (loss) gain on sale of marketable securities increased $Nil for the period ended March 31, 2017 to 

$(41,059) for the period ended March 31, 2018 due to sales of shares of Nitinat Minerals Corporation. 

 

Loss on assignment of exploration and evaluation assets decreased from $105,000 for the period ended 

March 31, 2017 to $4,500 for the period ended March 31, 2018 due to transfer of ownership of Carscallen 

Property. 

 

All other expenses related to general working capital purposes 

 

As at March 31, 2018, the Company had assets of $4,072,288 and a net equity position of $1,987,828. This 

compares with assets of $4,021,172 and a net equity position of $2,161,823 at September 30, 2017. At March 

31, 2018, the Company had $2,057,793 of current liabilities (September 30, 2017 – $1,859,349). During the 

period ended March 31, 2018, the Company expensed operating expenses of $309,736 (2017 - $351,322). 

 

At March 31, 2018, the Company had $84,832 in cash held with major Canadian chartered banks (“total cash”) 
(September 30, 2017 – $2,053) and a working capital deficiency of $1,865,991 (September 30, 2017 – working 
capital deficiency of $1,718,663). The increase in working capital deficiency was primarily due to charges in the 
normal course of business for management, professional fees, CEO and other investor relation costs (see 
“Transactions with Related Parties” below). 
 

7 | P a g e 



Inspiration Mining Corporation 

Interim Management’s Discussion & Analysis – Quarterly Highlights 
Six Months Ended March 31, 2018 
Discussion dated: May 28, 2018 

 
Cash Flow 

 

At March 31, 2018, the Company had cash of $84,832. The increase in cash of $82,779 from the September 
30, 2017 cash balance of $2,053 was as a result of cash outflows in operating activities of $126,246, and cash 
inflows from investing activities of $209,025. Operating activities were mainly affected by net loss of $360,629 
which was offset by net change in non-cash working capital balances of $183,490 because of a decrease in 
receivables of $6,420, and an increase in accounts payable and accrued liabilities of $184,110.  

 
Liquidity and Working Capital 

 

The consolidated financial statements have been prepared on a going concern basis which assumes that the 
Company will be able to realize its assets and discharge its liabilities in the normal course of business for the 
foreseeable future. As the Company has no revenues from operations, its continuing operations requiring cash 
payments are funded by its cash reserves either carried over from previous fiscal years or generated, and 
being generated, from its various financing activities. No cash was received from the exercise of either stock 
options or private placements during the period ended March 31, 2018. 

 

On October 14, 2015, the Company entered into a Revolving Line of Credit Agreement for up to $300,000, 
bearing interest at 6% per annum, repayable 18 months following the first advance (May 29, 2017). As at 
March 31, 2018, the Company has drawn $200,000 from this facility and accrued interest amounted to 
$29,726. 

 
The uses of its cash occurs in two places, namely, funding of its general and administrative cash expenditures 
and cash expended in its investment activities in its mineral properties. Those investing activities include the 
cash expended in paying the cash portions of its acquisition and exploration of its mineral claims. 

 

As of March 31, 2018, the Company had 37,835,652 common shares issued and outstanding and 860,000 
options outstanding that would raise $434,500 if exercised. The Company does not know when these securities 
will be exercised, if at all. 
 
Fixed Capital Requirements 

 

For the Langmuir Property, there are no minimum expenditures required to maintain the project in good 

standing. The Company has converted the Langmuir claims to a 21 year lease and as a result the issue of 

assessment work is terminated for those claims. During the six months ended March 31, 2018, the Company’s 

corporate overhead is averaging approximately $50,000 per month for general and administrative costs, which 

include management compensation, investor relations, office, professional fees, rent and telephone, 

shareholder information, transfer agent and filing fees, and travel and related. 

 

Based on the rate of expenditure, the Company will have to raise equity capital in amounts sufficient to fund 

both exploration work, including dewatering of the existing ramp to the Langmuir No. 1 mine and working 

capital requirements. The major variables are expected to be the size, timing and results of the Company’s 

dewatering and exploration programs and its ability to continue to access capital to fund its on-going 

operations. Any further exploration programs on its mineral properties are subject to the Company raising 

capital. It is anticipated that payments on select accounts payable will be deferred until a financing is 

completed. The exploratory and other expenditures are discretionary. Should the Company not raise sufficient 

capital, it may cease to be a reporting issuer. However, to meet long-term business plans, the Company must 

complete a financing and develop its property interests. 

 
Additional measures have been undertaken or are under consideration to further reduce corporate overhead 
and field office costs. 
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Disclosure of Internal Controls 
 

Management has established processes to provide them with sufficient knowledge to support representations 

that they have exercised reasonable diligence to ensure that (i) the consolidated financial statements do not 

contain any untrue statement of material fact or omit to state a material fact required to be stated or that is 

necessary to make a statement not misleading in light of the circumstances under which it is made, as of the 

date of and for the periods presented by the consolidated financial statements; and (ii) the consolidated 

financial statements fairly present in all material respects the financial condition, results of operations and cash 

flows of the Company, as of the date of and for the periods presented. 
 

In contrast to the certificate required for non-venture issuers under National Instrument 52-109 Certification of 

Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the Company uses the Venture Issuer Basic 

Certificate, which does not include representations relating to the establishment and maintenance of disclosure 

controls and procedures (“DC&P”) and internal control over financial reporting (“ICFR”), as defined in NI 52-

109. In particular, the certifying officers filing this certificate are not making any representations relating to the 

establishment and maintenance of: 

 

controls and other procedures designed to provide reasonable assurance that information required to 
be disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted under 
securities legislation is recorded, processed, summarized and reported within the time periods 
specified in securities legislation; and a process to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of consolidated financial statements for external 
purposes in accordance with the issuer’s generally accepted accounting principles (IFRS). The 
Company’s certifying officers are responsible for ensuring that processes are in place to provide them 
with sufficient knowledge to support the representations they are making in this certificate. 

 

Investors should be aware that inherent limitations on the ability of certifying officers of a venture issuer to 

design and implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in 

additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and other 

reports provided under securities legislation.  

 

Transactions with Related Parties 

 
Related parties include the Board, close family members and enterprises that are controlled by these 
individuals as well as certain persons performing similar functions. 
 
The terms and conditions of the transactions with key management personnel and their related parties were 

no more favourable than those available, or which might reasonably be expected to be available, to similar 

transactions to non-key management personnel related entities on an arm’s length basis. 

 
The Company entered into the following transactions with related parties: 

 

 Notes Six Months Ended 

March 31, 2018 

Six Months Ended 

March 31, 2017 

Adrea Capital Corp. (“Adrea”) (i) $  189,000 $ 106,200 

Herb Brugh (ii)   60,443  20,198 

Nitinat Minerals Corporation (“Nitinat”) (iii)   5,800  - 

 

(i) Adrea is a company controlled by D. Randall Miller, the Chief Executive Officer ("CEO") and a 
director of the Company. The fees for the six months ended March 31, 2018 consisted of 
management fees of $180,000 (2017 - $180,000), and car allowance of $9,000 (2017 - $9,000). 
As at March 31, 2018, Adrea was owed $993,587 (September 30, 2017 - $858,103) and this 
amount was included in accounts payable and accrued liabilities. 
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(i) Herb Brugh is an officer and director of the Company. The fees paid or accrued to Herb Brugh are 

for the provision of services as lead director for the three months ended March 31, 2018 of $60,443 
(2017 - $40,396). As at March 31, 2018, Herb Brugh was owed $261,578 (September 30, 2017 - 
$193,883) and this amount was included in accounts payable and accrued liabilities. 

 
(ii) Nitinat is a company with common directors and key management.  As at March 31, 2018, the 

Company was owed $11,348 (September 30, 2017 - $17,148) and the amount is unsecured and 
due on demand.   

 
Risks and Uncertainties 

 
An investment in the securities of the Company is highly speculative and involves numerous and significant risks. 

Such investment should be undertaken only by investors whose financial resources are sufficient to enable them 

to assume these risks and who have no need for immediate liquidity in their investment. Prospective investors 

should carefully consider the risk factors that have affected, and which in the future are reasonably expected to 

affect, the Company and its financial position. Please refer to the section entitled "Risks and Uncertainties" in the 

Company’s Annual MD&A for the fiscal year ended September 30, 2017, available on SEDAR at www.sedar.com. 

 

Competitive Conditions  

 

The mining industry is competitive in all of its phases. The Company faces strong competition from other mining 

companies in connection with the acquisition of properties producing, or capable of producing, precious and base 

metals. Many of these companies have greater financial resources, operational experience and technical 

capabilities than the Company. As a result of this competition, the Company may be unable to maintain or acquire 

attractive mining properties on terms it considers acceptable or at all. Consequently, the Company's revenues, 

operations and financial condition could be materially adversely affected. 

 

Environmental Risks and Hazards  

 

All phases of the Company's operations are subject to environmental regulation in the various jurisdictions in 

which the Company operates. These regulations mandate, among other things, the maintenance of air and water 

quality standards and land reclamation. They also set forth limitations on the generation, transportation, storage 

and disposal of solid and hazardous waste. Environmental legislation is evolving in a manner which will require 

stricter standards and enforcement, increased fines and penalties for non-compliance, more stringent 

environmental assessments of proposed projects and a heightened degree of responsibility for companies and 

their officers, directors and employees. There is no assurance that future changes in environmental regulation, if 

any, will not adversely affect the Company's operations. Environmental hazards may exist on the properties on 

which the Company holds interests which are unknown to the Company at present and which have been caused 

by previous or existing owners or operators of the properties. Reclamation costs are uncertain and planned 

expenditures may differ from the actual expenditures required. 

 

Exploration, Development and Operating Risk 

 

The exploration for, and development of, mineral deposits involves significant risks which even a combination of 

careful evaluation, experience and knowledge may not eliminate. While the discovery of an ore body may result in 

substantial rewards, few properties which are explored are ultimately developed into producing mines. Major 

expenses may be required to locate and establish mineral reserves, to develop metallurgical processes and to 

construct mining and processing facilities at a particular site. Whether a mineral deposit will be commercially 

viable depends on a number of factors, some of which are: the particular attributes of the deposit, such as size, 

grade and proximity to infrastructure; metal prices which are highly cyclical; and government regulations, including 

regulations relating to prices, taxes, royalties, land tenure, land use, importing and exporting of minerals and 

environmental protection. The exact effect of these factors cannot be accurately predicted, but the combination of 

these factors may result in the Company not receiving an adequate return on invested capital. There is no 

certainty that the expenditures made by the Company towards the search and evaluation of mineral deposits will 

result in discoveries of commercial quantities of ore. 
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Mining operations generally involve a high degree of risk. Such operations are subject to all of the hazards and 

risks normally encountered in the exploration for, and development and production of copper and other base or 

precious metals, including unusual and unexpected geologic formations, seismic activity, rock bursts, cave-ins, 

flooding and other conditions involved in the drilling and removal of material, any of which could result in damage 

to, or destruction of, mines and other producing facilities, damage to life or property, environmental damage and 

possible legal liability. Milling operations are subject to hazards such as equipment failure or failure of retaining 

dams around tailings disposal areas which may result in environmental pollution and consequent liability. 

 

Uncertainty in the Estimation of Mineral Reserves and Resources 

 

There is a degree of uncertainty to the calculation of mineral reserves and mineral resources and corresponding 

grades being mined or dedicated to future production. Until mineral reserves or mineral resources are actually 

mined and processed, the quantity of mineral resources and mineral reserve grades must be considered as 

estimates only. In addition, the quantity of mineral reserves and mineral resources may vary depending on, among 

other things, metal prices. Any material change in quantity of mineral reserves, mineral resources, grade or 

stripping ratio may affect the economic viability of the Langmuir Property. 

 

Fluctuation in nickel and other base or precious metals prices, results of drilling, metallurgical testing and 

production and the evaluation of mine plans subsequent to the date of any estimate may require revisions of such 

estimates. The volume and grade of reserves mined and processed and recovery rates may not be the same as 

currently anticipated. Any material reductions in estimates of mineral reserves and mineral resources, or of the 

Company's ability to extract these mineral reserves, could have a material adverse effect on the Company's 

results of operations and financial condition. 

 

Metal Prices 

 

The development and success of the Langmuir Property will be primarily dependent on the future price of nickel. 

Should the Company decide, subject to a positive feasibility study, to develop the nickel resources at the Langmuir 

Prices, such nickel development would be dependent on nickel prices. 

 

Metal prices are subject to significant fluctuation and are affected by a number of factors which are beyond the 

control of the Company. Such factors include, but are not limited to, interest rates, exchange rates, inflation or 

deflation, fluctuation in the value of the United States dollar and foreign currencies, global and regional supply and 

demand, and the political and economic conditions of major nickel producing countries throughout the world. The 

price of nickel, and other base and precious metals, has fluctuated widely in recent years and future serious price 

declines could cause continued development of, and commercial production from, the Langmuir Property to be 

impracticable. Depending on the price of nickel and other base metals, the Company could be forced to 

discontinue development and may lose its interest in, or may be forced to sell, some of its properties. 

 

Declining commodity prices can also impact operations by requiring a reassessment of the feasibility of a 

particular project. Such a reassessment may be the result of a management decision or may be required under 

financing arrangements related to a particular project. Even if the project is ultimately determined to be 

economically viable, the need to conduct such a reassessment may cause substantial delays or may interrupt 

operations until the reassessment can be completed. 

 

No History of Mining Operations 

 

The Company does not have a history of mining operations and there is no assurance that it will produce revenue, 

operate profitably or provide a return on investment in the future. 
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Dependence on Limited Mining Properties 

 

The Langmuir Property accounts for the significant majority of the Company's mineral resources and the potential 

for the future generation of revenue. Any adverse development affecting the progress of the Langmuir Property 

such as, but not limited to, the ability of the Company to hire and retain suitable personnel and contractors, or 

securing supply agreements on commercially suitable terms may have a material adverse effect on the 

Company's financial performance and results of operations. 

 

Insurance and Uninsured Risks  

 

The Company's business is subject to a number of risks and hazards generally, including adverse environmental 

conditions, industrial accidents, labour disputes, unusual or unexpected geological conditions, ground or slope 

failures, cave-ins, changes in the regulatory environment and natural phenomena such as inclement weather 

conditions, floods and earthquakes. Such occurrences could result in damage to mineral properties or production 

facilities, personal injury or death, environmental damage to the Company's properties or the properties of others, 

delays in development or mining, monetary losses and possible legal liability. Although the Company maintains 

insurance to protect against certain risks in such amounts as it considers reasonable, its insurance will not cover 

all the potential risks associated with its operations. The Company may also be unable to maintain insurance to 

cover these risks at economically feasible premiums. Insurance coverage may not continue to be available or may 

not be adequate to cover any resulting liability. Moreover, insurance against risks such as environmental pollution 

or other hazards as a result of exploration and production is not generally available to the Company or to other 

companies in the mining industry on acceptable terms. The Company might also become subject to liability for 

pollution or other hazards which may not be insured against or which the Company may elect not to insure against 

because of premium costs or other reasons. Losses from these events may cause the Company to incur 

significant costs that could have a material adverse effect upon its financial performance and results of operations. 

 

Government Regulation  

 

The Company's mineral exploration and development activities are subject to various laws governing prospecting, 

mining, development, production, royalties and taxes, export licenses, labour standards and occupational health, 

mine safety, toxic substances, land use, water use, land claims of local people and other matters. Although the 

Company's exploration and development activities are currently carried out in accordance with all applicable rules 

and regulations, no assurance can be given that new rules and regulations will not be enacted or that existing 

rules and regulations will not be applied in a manner which could limit or curtail production or development or 

otherwise have a materially adverse effect on the Company.  

 

Many of the mineral rights, interests and agreements of the Company are subject to government approvals, 

licenses and permits. Such approvals, licenses and permits are, as a practical matter, subject to the discretion of 

the applicable governments or governmental officials. No assurance can be given that the Company will be 

successful in maintaining any or all of the various approvals, agreements, licenses and permits in full force and 

effect without modification or revocation. To the extent such approvals are required and not obtained, the 

Company may be curtailed or prohibited from continuing or proceeding with planned exploration or development of 

mineral properties.  

 

Failure to comply with applicable laws, regulations, agreements and permitting requirements may result in 

enforcement actions thereunder, including orders issued by regulatory or judicial authorities causing operations to 

cease or be curtailed, and may include corrective measures requiring capital expenditures, installation of 

additional equipment, or remedial actions. Parties engaged in mining operations or in the exploration or 

development of mineral properties may be required to compensate those suffering loss or damage by reason of 

the mining activities and may have civil or criminal fines or penalties imposed for violations of applicable laws or 

regulations.  

 

Amendments to current laws and regulations governing operations or more stringent implementation thereof could 

have a substantial adverse impact on the Company and cause increases in exploration expenses, capital 

expenditures or require abandonment or delays in development of new mining properties.  
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Need for Additional Mineral Reserves  

 

As mines have limited lives defined by their proven and probable mineral reserves, the Company will be required 

to continually replace and expand its mineral reserves as its mines produce nickel.  

 

No Assurance of Titles or Boundaries  

 

Titles to the Company's properties may be challenged or impugned, and title insurance is generally not available. 

The Company's mineral properties may be subject to prior unregistered agreements, transfers or claims, and title 

may be affected by, among other things, undetected defects. As a result, the Company may be unable to operate 

its properties as permitted or to enforce its rights with respect to its properties.  

 

Human Resources  

 

The Company depends on a relatively small number of key employees, the loss of any of whom could have an 

adverse effect on the Company. The Company currently does not have key person insurance for these individuals. 

The development of the Langmuir Property has and will continue to require further expansion of the Company's 

development and operating teams. There is no assurance that the Company will be able to attract and retain 

personnel to staff the development and operating teams. This may be more difficult in light of the shortages of 

labour in the mining industry in general. 

 

Dividend Policy 

 

No dividends on the Company's common shares have been paid to date. The Company anticipates that for the 

foreseeable future it will retain future earnings and other cash resources for the operation and development of its 

business. Payment of any future dividends will be at the discretion of the Company's Board of Directors after 

taking into account many factors, including the Company's operating results, financial condition and current and 

anticipated cash needs. 

 

Future Sales of Common Shares by Existing Shareholders 

 

Sales of a large number of the Company’s common shares in the public markets, or the potential for such sales, 

could decrease the trading price of the common shares and could impair the Company's ability to raise capital 

through future sales of common shares. The Company has previously completed private placements and public 

offerings at prices per share which are lower than the current market price of its common shares. Accordingly, a 

significant number of shareholders of the Company have an investment profit in the common shares that they may 

seek to liquidate. Substantially all of the common shares can be resold without material restriction in Canada. 

 

The Company may be a “PFIC” under U.S. Tax Laws 

 

Acquiring, holding or disposing of the Company's securities may have tax consequences under the laws of 

Canada and the United States that are not disclosed in this MD&A and, in particular, potential investors should be 

aware that the Company may be a “passive foreign investment company” under the U.S. Internal Revenue Code 

and if it is or becomes a “passive foreign investment company”, there may be tax consequences for investors in 

the United States. 

 

Potential investors that are U.S. taxpayers should be aware that the U.S. Internal Revenue Service may determine 

that the Company is a “passive foreign investment company” under Section 1297(a) of the U.S. Internal Revenue 

Code (a “PFIC”). If the Company is or becomes a PFIC, any gain recognized on the sale of common shares and 

any excess distributions paid on the common shares must be proratably allocated to each day in a U.S. taxpayer's 

holding period for the common shares. The amount of any such gain or excess distribution allocated to prior years 

of such U.S. taxpayer's holding period for the common shares generally will be subject to U.S. federal income tax 

at the highest tax applicable to ordinary income in each such prior year, and the U.S. taxpayer will be required to 

pay interest on the resulting tax liability for each such prior year, calculated as if such tax liability had been due in 

each such prior year. 
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Alternatively, a U.S. taxpayer that makes a “QEF election” generally will be subject to U.S. federal income tax on 

such U.S. taxpayer's pro rata share of the Company's “net capital gain” and “ordinary earnings” (calculated under 

U.S. federal income tax rules), regardless of whether such amounts are actually distributed by the Company. U.S. 

taxpayers should be aware that there can be no assurance that the Company will satisfy record keeping 

requirements or that it will supply U.S. taxpayers with required information under the QEF rules, in event that the 

Company is a PFIC and a U.S. taxpayer wishes to make a QEF election. As a second alternative, a U.S. taxpayer 

may make a “mark-to-market election” if the Company is a PFIC and the common shares are marketable stock. A 

U.S. taxpayer that makes a mark-to-market election generally will include in gross income, for each taxable year in 

which the Company is a PFIC, an amount equal to the excess, if any, of (a) the fair market value of the common 

shares as of the close of such taxable year over (b) such U.S. taxpayer's tax basis in such common shares. 

Investors should consult their tax advisors as to the tax consequences of an investment in the Company. 
 

Conflicts of Interest 
 

Certain directors and officers of the Company are or may become associated with other natural resource 

companies which may give rise to conflicts of interest. In accordance with the Business Corporations Act 

(Ontario), directors who have a material interest in any person who is a party to a material contract or a proposed 

material contract with the Company are required, subject to certain exceptions, to disclose that interest and 

generally abstain from voting on any resolution to approve the contract. In addition, the directors and the officers 

are required to act honestly and in good faith with a view to the best interests of the Company 
 

Aboriginal Rights 
 

Aboriginal rights may be claimed on the Crown properties or other types of tenure with respect to which mining 

rights have been conferred. The Company is not aware of any aboriginal land claims having been asserted or any 

legal actions relating to native issues having been instituted with respect to any of the minerals claims in which the 

Company has an interest. 

 

Contingencies 

 

In August of 2015, litigation was commenced against the Company, its officers and directors by the landlord of the 

Company’s corporate offices. The Company is of the opinion that the claim against the directors and officers is 

unwarranted and frivolous. Although the Company believes the outcome of this lawsuit will be in its favour, the 

Company has established a litigation provision of $100,000 in regard to its litigation exposure. 

 

In August 26, 2016 litigation was commenced against the Company, its offices and directors by the previous CFO 
and accountant for the Company’s CFO and accounting services. The Company is of the opinion that the claim 
against the directors and officers is without merit. As of March 31, 2018, the Company has established a litigation 
provision of $74,926 in regard to its litigation exposure recorded in accounts payable. 
 
During the period ended March 31, 2018, the Company entered into a final mutual release agreement to settle the 
debt. Subsequent to March 31, 2018, the Company made the final settlement payment. 

 
Additional Information 

 

Please refer to March 31, 2018 condensed interim consolidated financial statements posted on www.sedar.com 
for additional information concerning the Company. 
 

Financial Instruments 
 

Fair values  

The fair values of cash are measured under level one of the fair value hierarchy. The fair value of accounts 
payable and accrued liabilities approximate their book values because of the short-term nature of these 
instruments. 

 
The Company’s activities expose it to a variety of financial instruments risks: credit risk, liquidity risk and market 
risk (including interest rate risk, foreign currency risk and price risk). 
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Risk management is carried out by the Company's management team with guidance from the Audit Committee 
under policies approved by the Board of Directors. The Board of Directors also provides regular guidance for 
overall risk management. 

 
Credit Risk 
 
The Company’s credit risk is primarily attributable to cash, receivable and due from related parties. Cash is  
held with reputable financial institutions and receivable relates to government sales tax recoverable, both from 
which management believes the risk of loss to be remote. The Company has closely monitored creditability of 
the counter parties to mitigate credit risk. 

 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial 
obligations as they come due. The Company’s liquidity and operating results may be adversely affected if the 
Company’s access to the capital market is hindered, whether as a result of a downturn in stock market 
conditions generally or as a result of conditions specific to the Company. As at March 31, 2018, the Company 
had a cash balance of $84,832 (September 30, 2017 - $2,053) to settle current liabilities of $2,057,793 
(September 30, 2017 - $1,859,349). All of the Company's financial liabilities have contractual maturities of less 
than 30 days and are subject to normal trade terms. The Company regularly evaluates its cash position to 
ensure maintenance of liquidity, assessed as high. 
 

Market Risk 

 
Interest rate risk 
 
The Company has cash balances and no interest-bearing debt. The Company's current policy is to invest 
excess cash in investment-grade short-term certificates of deposits issued by its banking institutions. The 
Company periodically monitors the investments it makes and is satisfied with the credit ratings of its banks. 
 
Foreign currency risk 
 
The Company's functional and reporting currency is the Canadian dollar and major purchases are transacted in 
Canadian dollars. The Company funds certain operations, exploration and administrative expenses in the US 
dollar currency from its Canadian dollar bank accounts. Management believes the foreign exchange risk 
derived from currency conversions is negligible and therefore does not hedge its foreign exchange risk. 
 

Price risk 
 
The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined 
as the potential adverse impact on the Company's earnings due to movements in individual equity prices or 
general movements in the level of the stock market. Commodity price risk is defined as the potential adverse 
impact on earnings and economic value due to commodity price movements and volatilities. The Company 
closely monitors commodity prices of precious metals, individual equity movements, and the stock market to 
determine the appropriate course of action to be taken by the Company. 
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The Company's marketable securities are subject to fair value fluctuations arising from changes in the equity 
markets. 

 

Classification of Financial Instruments 
 

 March 31, 2018 September 30, 2017 

   
Loans and receivables   
 Cash $ 84,832 $ 2,053 
 Due from related parties  11,348  17,148 
Available for sale   
 Investment  69,191  101,474 

   
 $ 165,371 $ 120,675 

   
Financial liabilities included in the statement of financial position are as follows: 

 March 31, 2018 September 30, 2017 
   
Non-derivative financial liabilities   
 Accounts payable $ 562,598 $ 488,242 
 Line of credit  229,726  222,956 

 

Off-Balance Sheet Arrangements 
 

The Company has no off-balance sheet arrangements. 
 

Changes In Accounting Policies And Future Accounting Pronouncements 
 

Please refer to the condensed interim consolidated financial statements for the period ended March 31, 2018 
located on www.sedar.com. 
 

Outstanding Shares, Stock Options and Warrants 
 

As of May 28, 2018, the Company had the following outstanding: 
 

Common shares – 37,835,652 outstanding 
 

Stock options outstanding at May 28, 2018 are as follows: 
 

Number of Stock Options Exercise Price ($) Expiry Date 

   
680,000 0.50 February 20, 2019 
180,000 0.525 April 21, 2019 

   
860,000   

 

Warrants outstanding at February 28, 2018 are as follows: 
 

Number of Warrants Exercise Price ($) Expiry Date 

   
7,318,000 0.07 February 20, 2019 

   
 

Proposed Transactions 
 

The Company has no proposed transactions 
 

Other MD&A Requirements 
 

Additional disclosure of the Company’s technical reports, material change reports, news releases, and other 
information can be obtained on SEDAR at www.sedar.com 
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Change in Management  
 
On March 5, 2018, the Company announced that Charles de Chezelles has been appointed to the board of 
directors of the Corporation. 
 
Mr. de Chezelles has served in a number of financial positions including Vice President of First Boston Corp., 
Managing Director and General Manager of Banco Real SA, Executive Director of Credit Suisse Securities, and 
Chairman of the London Stock Exchange Group Plc. In addition, over the years he has acted as Non-Executive 
Chairman of Goldfields Ltd. and Non-Executive Director of Cambrian Mining Plc, Tarquin Resources Plc, and 
various other resource entities. 
 
Mr. de Chezelles brings with him a vast knowledge of the financial community and the Corporation is very 
fortunate for having Mr. de Chezelles on its board of directors with the knowledge and expertise he possess 
which will assist the Corporation in its present and future endeavours. 
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