
GOD’S LAKE RESOURCES INC. 
MANAGEMENT DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED DECEMBER 31, 2017 

 
This Management Discussion and Analysis (“MD&A”) should be read in conjunction with the 
audited consolidated financial statements of God’s Lake Resources Inc. (the “Company”), for the 
year ended December 31, 2017 and the related notes. The Company’s reporting currency is the 
Canadian dollar and all amounts in this MD&A are expressed in Canadian dollars. This MD&A is 
prepared as of April 30, 2018. 

 
The audited consolidated financial statements as at and for the year ended December 31, 2017 
have been prepared in accordance with IFRS accounting policies.   

 
The following MD&A may contain forward-looking statements. Forward-looking statements are 
based on current expectations that involve a number of risks and uncertainties which could cause 
actual events or results to differ materially from those reflected herein. Forward-looking 
statements are based on the estimates and opinions of management of the Company at the time 
the statements were made. 

  
Additional information relating to the Company is on the System for Electronic Document Analysis 
and Retrieval (SEDAR) at www.sedar.com. 
 
OVERALL PERFORMANCE 

 
Subsequent to the resignation of the former CEO and Director, who was also the chief geologist 
for the Company, management undertook a review of the properties to determine the economic 
prospects of continuing exploration on the properties. On April 30, 2018 the Company announced 
its intention to discontinue exploration work on its mineral properties and to consider other 
business opportunities. In preparing for other opportunities, the Company undertook the 
settlement of its loans payable of $100,000 which are outstanding as of December 31, 2017.  
 
The loans were settled through the assignment of all the shares of its wholly-owned subsidiary, 
Golden Brick, to the lenders AER Nickel Corporation Limited and Mini Metals Inc. At the time of 
transfer, the field equipment and exploration and evaluation assets comprise all of the assets and 
liabilities of Golden Brick. Both AER Nickel Corporation Limited and Mini Metals Inc. are 
companies controlled by a director of the Company. 
 
Further announcements will be made on the status of the Company’s search for a new business. 
 
In addition to the information contained in this management discussion and analysis, and the risk 
factors discussed below under “Risks and Uncertainties”, shareholders should carefully consider 
the risk factors which may have a material adverse effect on the business, financial condition or 
results of operations of the Company.   
 
Going Concern 
 
These consolidated financial statements have been prepared on the going concern basis, which 
assumes that the Company will continue in operations for the foreseeable future and will be able 
to realize its assets and discharge its liabilities in the normal course of business. Realization 
values may be substantially different from carrying values as shown in these consolidated 
financial statements. These consolidated financial statements do not give effect to adjustments 
that would be necessary to the carrying values and classification of assets and liabilities should 
the Company be unable to continue as a going concern. 
 

http://www.sedar.com/
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As at December 31, 2017, the Company had working capital of $1,524,019 (2016 - $2,074,078) 
and an accumulated deficit of $7,742,507 (2016 - $6,583,102). Subsequent to December 31, 
2017, the Company sold its subsidiary owing all field equipment and exploration and evaluation 
assets, which comprised the principal assets of its mineral exploration business. The Company 
intends to consider other business opportunities over the course of the next fiscal year. 
 
The identification of a new principal business is a material uncertainty that casts doubt about the 
Company’s ability to continue as a going concern. 
 
EXPLORATION AND EVALUATION ASSETS 

The following is a continuity of the Company’s exploration and evaluation assets for the year 
ended December 31, 2017: 

 
Muskasenda 
Lake Project 

Castlewood 
Lake Project 

Shaw 
Township 

Project Total 

     
Acquisition Costs     

Balance – December 31, 2016 $ -  $         40,000  $           31,021 $           71,021 
Additions  -   -   -   -  
Impairment  -   -  (31,021) (31,021) 

Balance – December 31, 2017 $ -  $ 40,000  $ -  $ 40,000  

     

Deferred Exploration Costs     

Balance – December 31, 2016 $ 52,552  $       533,392  $       166,998  $ 752,942  
Additions                     
   Rehabilitation  -   -   -   -  
   Consulting  -  7,130 9,375 16,505 
   Travel  -  53 1,762 1,815 
   Supplies & Services  -  120 8,949 9,069 
   Contractor  -  2,750  -  2,750 
   Building  -   -   -   -  
Reallocation  -   -   -   -  
Impairment (52,552) (483,445) (187,084) (723,081) 

Balance – December 31, 2017 $ -  $ 60,000  $ -  $ 60,000  

Total – December 31, 2017 $ -  $ 100,000  $ -  $ 100,000  

Muskasenda Lake Project 

In September 2013, the Company acquired the Muskasenda Lake Project, which is a 100% 
interest in unpatented mining claims at no cost and with no underlying royalty, in English and 
Beemer Townships in the District of Cochrane, Porcupine Mining Division. The claims are 
accessible by road, approximately 40 kms south of Timmins, Ontario, Canada. Historic published 
information indicates numerous gold occurrences, some of which have been trenched and drilled. 
Exploration activities on this property included prospecting, geological mapping and sampling. As 
at December 31, 2017, the Company has 1 claim unit in the Muskasenda Lake Project (2016 – 12 
claim units). 
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Castlewood Lake Project 

On January 27, 2014, the Company acquired a 100% interest in one unpatented mining claim in 
the Castlewood Lake Area of the Thunder Bay Mining Division (the Sage Gold Project) for 
$40,000.  A total of 16 claims were purchased.      

This project is subject to a net smelter returns royalty as described in the audited consolidated 
financial statements. 

Shaw Township Project 
 
On November 4, 2014 the Company completed the purchase of a 100% interest in two patented 
mining claims, which include both mining and surface rights, in Shaw Township, near Timmins, 
Ontario.  A commitment of $700 per annum is due to the City of Timmins for property tax and $80 
per annum to the Ontario Government for maintaining its patents.  
 
SELECTED ANNUAL INFORMATION 
 
Statement of Financial Position Highlights  
 

 December 31,  
2017 

December 31,  
2016 

December 31,  
2015 

Current Assets 4,032,979 4,443,578 2,701,353 

Current Liabilities 2,508,960 2,369,500    124,950 

Working Capital 1,524,019 2,074,078 2,576,403 

Total Assets 4,132,979 5,301,845 3,510,794 

Total Liabilities 2,508,960 2,518,421 386,119 

Total Equity 1,624,019 2,783,424 3,124,675 

 
Statement of Comprehensive Loss – years ended December 31, 2017, 2016 and 2015. 
 

 Year Ended 
 December 31, 

2017 

Year Ended 
 December 31, 

2016 

Year Ended 
 December 31, 

2015 

Total Revenue (376,827) (196,957)  17,260 

Total Expenses  931,499 256,542  138,255 

Loss Before Taxes (1,308,326) (453,499)  (120,995) 

Deferred Income Tax Recovery (Loss) (148,921) (112,248)   29,249 

Net Loss and Comprehensive Loss (1,159,405) (341,251) (150,244) 

Net Loss 
Per Common Share – basic and diluted 

 
$(0.13) 

 
$(0.04) 

 
$(0.02) 
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RESULTS OF OPERATIONS 
 
 
Year Ended December 31, 2017 
 

For the year ended December 31, 2017, the Company had trading losses of ($376,827) 
compared to ($196,957) for the year ended December 31, 2016. 
 
For the year ended December 31, 2017 the Company incurred expenses of $931,499 compared 
to $256,542 for 2016.  The increase in expenses in 2017 is due to the impairment of exploration 
and evaluation assets of $754,102, and the impairment of field equipment of $27,443. There were 
no penalties and fines incurred in 2017 (2016 - $75,010). 
 
Professional fees, being audit and legal services, were $33,129 in fiscal 2017 compared to 
$50,897 for fiscal 2016. This decrease was mainly due to lower legal fees.  
 
Salaries and benefits remained consistent year over year at $25,000. There were no increases in 
pay rates. 
 
Rent expenses for both 2017 and 2016 remained consistent at $24,000.  Similarly, consulting 
fees for the CFO for both 2017 and 2016 remained consistent at $12,000. 
 
Office and general expenses decreased slightly year over year, with fiscal 2017 at $21,790 
compared with $22,511 for fiscal 2016. Filing fees increased slightly year over year, with fiscal 
2017 being $9,215 and fiscal 2016 being $9,145. 
 
Transaction costs for fiscal 2017 were $9,641 compared to $26,451 for fiscal 2016. The decrease 
was due to fewer trades being transacted.   
 
Travel expenditures increased from $2,952 in fiscal 2016 to $8,318 in fiscal 2016.  
 
Amortization decreased from $8,576 in fiscal 2016 to $6,861 in fiscal 2017, as the net book value 
of equipment was depreciated throughout 2017. No purchases of depreciable property were 
made in fiscal 2017.  
 
Net loss for the year ended December 31, 2017 was $1,159,405, or approximately $0.13 per 
share compared to a net loss of $341,251 or $0.04 per share for the year ended December 31, 
2016.   
   
SUMMARY OF QUARTERLY RESULTS 
 
The following table sets out selected quarterly results of the Company for the eight quarters prior 
to the effective date of this report.  The information contained herein is drawn from the interim 
financial statements of the Company for each of the last eight quarters. 
 
 

Year 2017 2017 2017 2017 2016 2016 2016 2016 

Quarter Dec 31 Sept 30 Jun 30 Mar 31 Dec 31 Sept 30 Jun 30 Mar 31 

Working Capital 1,524,019  1,703,403 1,824,241  1,918,218 2,074,078  2,292,906 2,412,538  2,545,923 

Net Loss Before 
Taxes 

(958,340) (116,305) (88,192) (145,489) (197,468) (107,827) (124,661) (23,543) 

Net Loss 
per share - basic 
and diluted 

 
(0.099) 
(0.099) 

 
(0.010) 
(0.010) 

 
(0.008) 
(0.008) 

 
(0.013) 
(0.013) 

 
(0.021) 
(0.021) 

 
(0.014) 
(0.014) 

 
(0.014) 
(0.014) 

 
(0.003) 
(0.003) 
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QUARTERLY TREND ANALYSIS 
 
The Company’s net earnings before taxes have had some dramatic fluctuations from quarter to 
quarter, which are primarily based on economic, political and market conditions, directly affecting 
the securities trading activity, and the impairment of assets. 
 
 

FOURTH QUARTER ENDED DECEMBER 31, 2017 

 
Loss before taxes for the fourth quarter of 2017 was $958,340, in contrast to a loss before taxes 
in the fourth quarter of 2016 of $197,468.  The increase in net loss before taxes was primarily 
related to the trading of securities, and the impairment of field equipment and exploration and 
evaluation assets.       
 
EQUITY 
 
The Company’s issued capital as of December 31, 2017 and 2016 consists of 9,232,888 common 
shares. The Company does not have any stock options outstanding as of December 31, 2017 
and 2016.  
 
As at April 30, 2018, a total of 9,232,888 common shares were issued and outstanding. 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
The Company had a cash balance of $26,217 at December 31, 2017, compared to $29,526 as at 
December 31, 2016.  As at December 31, 2017, the Company had working capital of $1,524,019, 
compared with working capital of $2,074,078 as at December 31, 2016.   
 
The Company’s equity was $1,624,019 as at December 31, 2017, compared to $2,783,424 as at 
December 31, 2016.  Current liabilities increased to $2,508,960 at December 31, 2017, from 
$2,369,500 at December 31, 2016. This increase was primarily due to the Company’s short 
security positions as at December 31, 2017. 
 
The Company has sufficient working capital to meet its liabilities and commitments as they come 
due, as well as to continue exploration work on its properties. 
 
Other than as discussed herein, the Company is not aware of any trends, demands, 
commitments, events or uncertainties that may result in the Company’s liquidity or capital 
resources either materially increasing or decreasing at present or in the foreseeable future.  
Material increases or decreases in the Company’s liquidity and capital resources will be 
substantially determined by the success or failure of its new ventures.   
  
OFF-BALANCE SHEET ARRANGEMENTS 
 
The Company does not have any off-balance sheet arrangements. 
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TRANSACTIONS WITH RELATED PARTIES 

All transactions with related parties have occurred in the normal course of operations. 

(a) The Company subleases its office space from Sheridan Brothers Limited Partnership, 
which is an entity controlled by a director. Rent paid for the year ended December 31, 
2017 totaled $24,000 (2016 - $24,000) and is paid on a month-to-month basis.  

(b) Key management personnel are defined as those individuals having authority and 
responsibility for planning, directing, and controlling the activities of the Company. God's 
Lake considers its directors and officers to be its key management personnel. 
Compensation paid to key management personnel was $53,505 and $67,000 in fiscal 
years 2017 and 2016, respectively. These expenditures were allocated as follows in the 
consolidated financial statements: 

 

 2017 2016 

Exploration and evaluation assets $ 16,505  $ 30,000  
Consulting fees 12,000 12,000 
Salaries and benefits 25,000 25,000 

 $ 53,505  $ 67,000  

(c) As at December 31, 2016, the Company had advances of $16,737 due from its former 
CEO and advances of $6,401 due from its current interim CEO. These amounts were 
collected during the 2017 year, and as at December 31, 2017, the Company no longer 
has any advances due from officers or directors of the Company. These amounts were 
reported as sundry receivables on the consolidated statement of financial position. 

(d) The Company has loans payable as follows: 

 2017 2016 

AER Nickel Corporation Limited (i) $               42,000 $               42,000 
Mini Metals Inc. (i)  58,000   58,000  

 $ 100,000  $ 100,000  

 
The above corporations are controlled by a director of the Company. These loans are 
unsecured, non-interest bearing, and are due on demand. These loans were provided to 
the Company for general working capital purposes. 

 
RISKS AND UNCERTAINTIES 
 
An investment in the securities of the Company is highly speculative and involves numerous and 
significant risks and should be undertaken only by investors whose financial resources are 
sufficient to enable them to assume such risks and who have no need for immediate liquidity in 
their investment.   
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Exploration Stage Company and Exploration Risks 
 
Junior natural resource issuers are typically focused primarily on the acquisition and exploration 
of resource properties.  Such properties often have no established reserves.  There is usually no 
assurance that any of the projects can be mined or operated profitably.  Accordingly, it is not 
assured that such issuers will realize any profits in the short to medium term, if at all.  Any 
profitability in the future from the business of a junior natural resource issuer is often dependent 
upon developing and commercially mining or operating an economic deposit of minerals or oil 
and gas reserves which in itself is subject to numerous risk factors.  The exploration and 
development of mineral and oil and gas deposits involves a high degree of financial risk over a 
significant period of time of which even a combination of careful evaluation, experience and 
knowledge of management may not eliminate.  While discovery of ore-bearing or petroleum-
hosting structures may result in substantial rewards, few properties that are explored are 
ultimately developed into producing mines or wells. 
Major expenses may be required to establish reserves by drilling and to construct mining, 
processing and transport facilities at a particular site.  It is impossible to ensure that the current 
exploration, development and production programs of a junior natural resource issuer will result in 
profitable commercial mining or oil and gas operations.  The profitability of a junior natural 
resource issuer’s operations will be, in part, directly related to the cost and success of its 
exploration and development programs which may be affected by a number of factors.  
Substantial expenditures are required to establish reserves which are sufficient to commercially 
mine resource and oil and gas properties and to construct, complete and install mining, 
processing and transport facilities in those properties that are actually mined and developed. 
 
No History of Profitability 

 
A junior natural resource issuer is typically a development or exploration stage company with no 
history of profitability.  There can be no assurance that the operations of a junior natural 
resources issuer will be profitable in the future.  A junior natural resource issuer often has limited 
financial resources and will require additional financing to acquire and further explore, develop, 
retain and engage in commercial production on its property interests and, if financing is 
unavailable for any reason, the junior natural resource issuer may become unable to acquire and 
retain its mineral concessions and carry out its business plan. 
 
Government Regulations 
 
A junior natural resource issuer's exploration operations will be subject to government legislation, 
policies and controls relating to prospecting, development, production, environmental protection, 
mining and oil and gas taxes and labour standards.  In order for the junior natural resource issuer 
to carry out its mining and operating activities, its exploitation licences must be kept current.  
There is no guarantee that exploitation licences will be extended or that new exploitation licences 
will be granted.  In addition, such exploitation licences could be changed and there can be no 
assurances that any application to renew any existing licences will be approved.  The junior 
natural resource issuer may be required to contribute to the cost of providing the required 
infrastructure to facilitate the development of its properties.  The junior natural resource issuer will 
also have to obtain and comply with permits and licences which may contain specific conditions 
concerning operating procedures, water use, waste disposal, spills, environmental studies, 
abandonment and restoration plans and financial assurances.  There can be no assurance that 
the junior natural resource issuer will be able to comply with any such conditions. 
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Market Fluctuation and Commercial Quantities 
 
The market for minerals, oil and gas is influenced by many factors beyond the control of a junior 
natural resource issuer such as changing production costs, the supply and demand for minerals 
and petroleum products, the rate of inflation, the inventory of mineral producing corporations, the 
international economic and political environment, changes in international investment patterns, 
global or regional consumption patterns, costs of substitutes, currency availability and exchange 
rates, interest rates, speculative activities in connection with minerals and petroleum, and 
increased production due to improved mining and production methods.  The metals industry in 
general is intensely competitive and there is no assurance that, even if commercial quantities and 
qualities of metals, oil and gas are discovered, a market will exist for the profitable sale of such 
metals, oil and gas.  Commercial viability of precious and base metals and other mineral deposits 
and oil and gas reserves may be affected by other factors that are beyond the junior natural 
resource issuer’s control including particular attributes of the deposit such as its size, quantity and 
quality, the cost of mining and processing, proximity to infrastructure and the availability of 
transportation and sources of energy, financing, government legislation and regulations including 
those relating to prices, taxes, royalties, land tenure, land use, import and export restrictions, 
exchange controls, restrictions on production, as well as environmental protection.   
 
It is impossible to assess with certainty the impact of various factors that may affect commercial 
viability so that any adverse combination of such factors may result in the junior natural resource 
issuer not receiving an adequate return on invested capital. 
 
Mining Risks and Insurance 
 
A junior natural resource issuer is subject to risks normally encountered in the mining industry, 
such as unusual or unexpected geological formations, cave-ins or flooding.  The junior natural 
resource issuer may become subject to liability for pollution, damage to life or property and other 
hazards of mineral and oil and gas exploration against which it or the operator if its exploration 
programs cannot insure or against which it or such operator may elect not to insure because of 
high premium costs or other reasons.  Payment of such liabilities would reduce funds available for 
acquisition of mineral and oil and gas prospects or exploration and development and would have 
a material adverse affect on the financial position of the junior natural resource issuer. 

 
Environmental Protection 
 
The mining and mineral processing industries are subject to extensive governmental regulations 
for the protection of the environment, including regulations relating to air and water quality, mine 
reclamation, solid and hazardous waste handling and disposal and the promotion of occupational 
health and safety, which may adversely affect a junior natural resource issuer or require it to 
expend significant funds. 
 
Capital Investment 
 
The ability of a junior natural resource issuer to continue exploration and development of its 
property interests will be dependent upon its ability to raise significant financing.  There is no 
assurance that adequate financing will be available or that the terms of such financing will be 
favourable.  Should a junior natural resource issuer not be able to obtain such financing, its 
properties may be lost entirely. 
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Key Executives 
 
The Company is dependent on the services of key executives, including the directors of the 
Company and a small number of highly skilled and experienced executives and personnel.  Due 
to the relatively small size of the Company, the loss of these persons or the Company's inability 
to attract and retain additional highly skilled employees may adversely affect its business and 
future operations. 
 
Conflicts of Interest 
 
Certain of the directors and officers of the Company may also serve as directors and officers of 
other companies involved in natural resource and oil and gas exploration and development and 
consequently, the possibility of conflict exists.  Any decisions made by such directors involving 
the Company will be made in accordance with the duties and obligations of directors to deal fairly 
and in good faith with the Company and such other companies.  In addition, such directors 
declare, and refrain from voting on any matters in which such directors may have a conflict of 
interest. 
 
CRITICAL ACCOUNTING ESTIMATES 

Preparation of consolidated financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions that affect the application of accounting policies, the 
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and 
the reported amounts of revenues and expenses during the period. Estimates and assumptions 
are continuously evaluated and are based on management’s experience and other factors, 
including expectations of future events that are believed to be reasonable under the 
circumstances. Uncertainty about these judgments, estimates, and assumptions could result in 
outcomes that could require a material adjustment to the carrying amount of the asset or liability 
affected in future periods. 

Information about significant areas of estimation uncertainty considered by management in 
preparing the consolidated financial statements are as follows: 

Going Concern 

Management has made an assessment of the Company’s ability to continue as a going concern 
and is satisfied that the Company has the resources to continue in business for the foreseeable 
future. However, a material uncertainty exists that casts doubt about the Company’s ability to 
continue as a going concern. 

Fair Value of Securities Not Quoted in an Active Market 

Where the fair values of financial assets and financial liabilities recorded on the consolidated 
statements of financial position cannot be derived from active markets, they are determined using 
a variety of valuation techniques. The inputs to these models are derived from observable market 
data where possible, but where observable market data are not available, judgment is required to 
establish fair values.  

Amount of Accrued Liabilities 

Accrued liabilities are recorded based on an estimate of unbilled work performed by the 
Company’s vendors as well as any other payments which the Company will be required to make 
in relation to the current year's operations. Management makes these estimates based on 
historical billings and its knowledge of current operations. These estimates will affect the reported 
amounts of accrued liabilities and expenses. 
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Deferred Tax Assets and Liabilities 

Deferred tax assets are recognized in respect of tax losses and other temporary differences to 
the extent that it is probable that taxable profit will be available against which the losses can be 
utilized. Judgment is required to determine the amount of deferred tax assets that can be 
recognized, based upon the likely timing and level of future taxable profits, together with future 
tax planning strategies. 

Exploration and Evaluation Assets 

The application of the Company’s accounting policy for exploration and evaluation assets 
requires judgment in determining whether it is likely that costs incurred will be recovered through 
successful exploration and development or sale of the asset. Furthermore, the assessment 
whether economically recoverable reserves exist is itself an estimation process. If, after 
expenditures are capitalized, information becomes available suggesting that the recovery of the 
expenditures is unlikely, the asset is deemed to be impaired and the amount capitalized is written 
off in the consolidated statements of comprehensive loss in the period when the new information 
becomes available.  

Impairment of Assets 

At each consolidated statement of financial position reporting date, the carrying amounts of the 
Company’s assets or cash-generating units are reviewed to determine whether there is any 
indication that those assets are impaired. If any such indication exists, the recoverable amount of 
the asset is assessed in order to determine the extent of the impairment, if any. Where the asset 
does not generate cash flows that are independent from other assets, the Company reviews the 
recoverable amount of the cash-generating unit to which the asset belongs. 

CHANGE IN ACCOUNTING POLICIES 

Effective January 1, 2017, the Company has adopted the following new and revised standards, 
along with any consequential amendments. These changes were made in accordance with the 
applicable transitional provisions for which there was no significant impact on the Company’s 
consolidated financial statements. 

(a) IAS 7, Statement of Cash Flows (“IAS 7”) - In January 2016, the IASB issued 
amendments to IAS 7 pursuant to which entities will be required to provide enhanced 
information about changes in their financial liabilities, including changes from cash flows 
and non-cash changes. The IAS 7 amendments are effective for annual periods 
beginning on or after January 1, 2017. 

(b) IAS 12, Income Taxes (“IAS 12”) - In January 2016, the IASB issued amendments to IAS 
12, which clarify guidance on the recognition of deferred tax assets related to unrealized 
losses resulting from debt instruments that are measured at their fair value. The IAS 12 
amendments are effective for annual periods beginning on or after January 1, 2017.  
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RECENT ACCOUNTING PRONOUNCEMENTS 

The following are IFRS changes that have been issued by the IASB, which may affect the 
Company, but are not yet effective: 

(a) IFRS 15, Revenue from Contracts with Customers (“IFRS 15”), was issued in May 2015, 
which replaced IAS 11, Construction Contracts, IAS 18, Revenue Recognition, IFRIC 13, 
Customer Loyalty Programmes, IFRIC 15, Agreements for the Construction of Real 
Estate, IFRIC 18, Transfers of Assets from Customers, and SIC-31, Revenue – Barter 
Transactions Involving Advertising Services. IFRS 15 provides a single, principles based 
five step model that will apply to all contracts with customers with limited exceptions, 
including, but not limited to, leases within the scope of IAS 17; financial instruments and 
other contractual rights or obligations within the scope of IFRS 9, IFRS 10, Consolidated 
Financial Statements and IFRS 11, Joint Arrangements. In addition to the five-step 
model, the standard specifies how to account for the incremental costs of obtaining a 
contract and the costs directly related to fulfilling a contract. The incremental costs of 
obtaining a contract must be recognized as an asset if the entity expects to recover these 
costs. The standard’s requirements  willalso apply to the recognition and measurement of 
gains and losses on the sale of some non-financial assets that are not an output of the 
entity’s ordinary activities. IFRS 15 is required for annual periods beginning on or after 
January 1, 2018. Earlier adoption is permitted. 

 (b) IFRS 16, Leases (“IFRS 16”) was issued in January 2016 to improve the accounting for 
leases, generally by eliminating a lessees’ classification of leases and introducing a 
single lessee accounting model. The most significant effect of the new standard will be 
the lessee’s recognition of the initial present value of unavoidable future lease payments 
as lease assets and lease liabilities on the statement of financial position. Leases with 
durations of 12 months or less and leases for low value assets are both exempted. The 
measurement of the total lease expense over the term of a lease will be unaffected by the 
new standard. However, the new standard will result in the timing of lease expense 
recognition being accelerated for leases which would be currently accounted for as 
operating leases. The presentation on the statement of loss and other comprehensive 
loss required by the new standard will result in most lease expenses being presented as 
amortization of lease assets and financing costs arising from lease liabilities rather than 
as being a part of goods and services purchased. The standard is effective for annual 
periods beginning on or after January 1, 2019 and will supersede IAS 17 Leases. Earlier 
application is permitted. 

(c) IFRS 2, Share-based Payment (“IFRS 2”) - In June 2016, the IASB issued amendments 
to IFRS 2, which expands upon the guidance for recognizing a liability for cash-
settlement of a share-based payment as well as transactions with a net settlement 
feature for withholding tax obligations. These amendments are effective for annual 
periods beginning on or after January 1, 2018. Earlier application is permitted. 

(d) IFRS 4, Insurance Contracts (“IFRS 4”) - In September 2016, the IASB issued 
amendments to IFRS 4, which permits insurers to apply the overlay approach to 
designated financial assets and to reclassify in specified circumstances some or all of 
their financial assets so that the assets are measured at fair value through profit or loss. 
These amendments are effective for periods beginning on or after January 1, 2018. 
Earlier application is permitted. 

The Company has not yet begun to assess the impact that the new and amended standards will 
have on its financial statements. 
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FINANCIAL RISK MANAGEMENT  

Credit Risk 

Credit risk is the risk of loss associated with a counter-party’s inability to fulfil its payment 
obligations. The Company's maximum exposure to credit risk as of December 31, 2017 is 
$4,006,485 (2016 - $4,149,939), being the value of its due from brokers and sundry receivables. 
These receivables consist of amounts due from the brokers holding the Company’s investments, 
sales taxes recoverable from the Government of Canada and advances to a former director of the 
Company. Management believes these receivables are a low credit risk. There have been no 
changes to the Company's methods for managing credit risk during the year.  

Liquidity Risk 

Liquidity risk is the risk that the Company will have sufficient cash resources to meet its financial 
obligations as they come due. The Company does not generate cash flows from its principal 
operations of mineral exploration and relies on its cash balance and securities transactions to pay 
its liabilities. Management regularly reviews securities investments to ensure it maintains 
sufficient cash on hand for continued operations. 

There have been no changes to management’s methods for managing liquidity risk since 
December 31, 2016. The Company has working capital of $1,524,019 as of December 31, 2017 
(2016 - $2,074,078) and in management’s judgment, the Company has sufficient working capital 
to continue to fund its exploration work and to pay its liabilities for the next fiscal year. 

The following is a maturity analysis of financial liabilities based on their contractual maturities: 

 Payments due by period 

 
Less than 

1 year 
1 - 3 

years 
4 - 5 

years Total 

December 31, 2017     
Investments sold short $     2,350,663   $ -  $ -  $     2,350,663   
Accounts payable  58,297   -   -   58,297  
Loans payable  100,000   -   -   100,000  

 $ 2,508,960  $ -  $ -  $ 2,508,960  

December 31, 2016     
Investments sold short $     2,102,007   $ -  $ -  $     2,102,007   
Accounts payable  167,493   -   -   167,493  
Loans payable  100,000   -   -   100,000  

  $ 2,369,500  $ -  $ -  $ 2,369,500  
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The following is a liquidity analysis of the Company's assets: 

  Liquidity by period 

 
Less than 

1 year 
More than 

1 year Non-liquid Total 

December 31, 2017     
Cash $ 26,217  $ -  $ -  $ 26,217  
Investments owned  277   -   -   277  
Due from broker  3,992,171   -   -   3,992,171  
Sundry receivables  14,314   -   -   14,314  
Field equipment  -   -  - - 
Exploration and evaluation costs  -   -   100,000   100,000  

 $ 4,032,979  $ -  $ 100,000  $ 4,132,979  

December 31, 2016     
Cash $ 29,526  $ -  $ -  $ 29,526  
Investments owned  264,113   -   -   264,113  
Due from broker  4,110,735   -   -   4,110,735  

Sundry receivables  39,204   -   -   39,204  

Field equipment  -   -   34,304   34,304  

Exploration and evaluation costs  -   -   823,963   823,963  

  $ 4,443,578  $ -  $ 858,267  $ 5,301,845  

Market Risk 

Market risk is comprised of equity price risk, foreign currency risk, and interest rate risk. The 
Company’s exposure to these risks is described below. 

Equity Price Risk 

Equity price risk is the risk that the fair value of, or future cash flows from, the Company’s 
financial instruments will significantly fluctuate due to changes in stock market prices.  The value 
of the Company's investments owned and sold short are affected by changes in market prices. 
Management reduces its exposure to market prices by holding investments for short periods of 
time. There have been no changes in the Company's risk management strategies for the year 
ended December 31, 2017. 

A sensitivity analysis of the impact on the net income (loss) of the Company for changes in the 
market prices of investments owned and sold short is presented below: 

 2017 2016 

Market rises by 10% $ (235,049)  $ (183,760)  
Market rises by 5%  (117,524)  (91,880) 
No change  -  - 
Market falls by 5%  117,524   91,880  
Market falls by 10%  235,049   183,760  

The above sensitivity analysis does not give effect to the timing of changes in fair value, or the 
effect of management actions that may be taken to mitigate unfavorable market movements. The 
effect of timing is relevant to the above analysis, as the Company holds several positions in 
options which have short term expiry dates. 
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Foreign Currency Risk 

Foreign currency risk is the risk that fluctuations in the rates of exchange on foreign currency 
would impact the Company’s future cash flows.  The Company is exposed to foreign exchange 
fluctuations in the following instruments denominated in United States (“US”) dollars. There have 
been no changes in the Company's risk management strategies for the year ended December 31, 
2017. 
 

 2017 2016 

   
Due from broker $ 1,714,021  $ 1,782,428  
Investments owned  277   63,063  
Investments sold short  (2,350,663)   (2,102,007)  
Accounts payable  (13,081)   (14,086)  

 $ (649,446)  $ (270,602)  

A sensitivity analysis of the impact on the Company’s net income (loss) for changes in the 
exchange rate on US dollars is presented below: 

 2017 2016 

Increases by 4% $ (25,978)  $ (10,824)  
Increases by 2%  (12,989)   (5,412)  
No change  -   -  
Decreases by 2%  12,989   5,412  
Decreases by 4%  25,978   10,824  

 

 
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS 
 
The information provided in this report, including the financial statements, is the responsibility of 

management.  In the preparation of these statements, estimates are sometimes necessary to make 

a determination of future values for certain assets or liabilities.  Management believes such 

estimates have been based on careful judgments and have been properly reflected in the financial 

statements. 

 
CAUTION REGARDING FORWARD-LOOKING STATEMENTS 
 
Statements contained in this document, which are not historical facts are forward looking 
statements that involve risks, uncertainties and other factors that could cause actual results to 
differ materially from those expressed or implied by such forward looking statements.  Factors 
that could cause differences include, but are not limited to, volatility and sensitivity to market 
prices for base metals, environmental and safety issues, changes in government regulations and 
policies and significant changes in the supply-demand fundamentals for base metals that could 
negatively affect prices.  Although the Company believes that the assumptions used are 
reasonable, these statements should not be heavily relied upon.  The Company disclaims any 
intention or obligation to update or revise any forward-looking statements whether as a result of 
new information, future events or otherwise. 


