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Introduction  
 

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

of the operations of Portex Minerals Inc. (the “Company” or “Portex”) constitutes management’s 

review of the factors that affected the Company’s financial and operating performance for the year 

ended September 30, 2013. This MD&A was written to comply 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 fiscal years ended 

September 30, 2013 and September 30, 2012, 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. Information contained herein is presented as at January 24, 2014, unless otherwise indicated. 
 

The Company’s consolidated financial statements and the financial information contained in this 

MD&A are prepared in accordance with International Financial Reporting Standards (“IFRS”) as 

issued by the International Accounting Standards Board (“IASB”) and interpretations of the 

International Financial Reporting Interpretations Committee (“IFRIC”). 
 

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

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 Portex common shares; or (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 of Directors, 

evaluates materiality with reference to all relevant circumstances, including potential market 

sensitivity. 

 

Further information about the Company and its operations can be obtained from the offices of the 

Company or on SEDAR at www.sedar.com. 

 

Special 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 MD&A speak only as of the date of this MD&A or 

as of the date specified in such statement.  The following table outlines certain significant forward-

looking statements contained in this 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. 
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Forward-looking information Assumptions Risk factors 

The Company’s anticipated plans, 

costs, timing and capital for future 

development of the Company’s 

properties in Spain, Portugal, 

Ireland and Northern Ireland. 

Financing will be available for 

future development of Portex’s 

properties in Spain, Portugal, 

Ireland and Northern Ireland; the 

actual results of Portex’s 

development activities will be 

favourable; operating, development 

costs will not exceed Portex’s 

expectations; the Company will be 

able to retain and attract skilled 

staff; all requisite regulatory and 

governmental approvals for 

development projects and other 

operations will be received on a 

timely basis upon terms acceptable 

to Portex, and applicable political 

and economic conditions are 

favourable to Portex; the price of 

gold and/or other applicable metals 

and applicable interest and 

exchange rates will be favourable 

to Portex; no title disputes exist 

with respect to the Company’s 

properties 

Metal price volatility; uncertainties 

involved in interpreting geological 

data and retaining title to  acquired 

properties; the possibility that 

future development results will not 

be consistent with Portex’s 

expectations; availability of 

financing for and actual results of 

Portex’s development activities; 

increases in costs; environmental 

compliance and changes in 

environmental and other local 

legislation and regulation; interest 

rate and exchange rate fluctuations; 

changes in economic and political 

conditions; the Company’s ability 

to retain and attract skilled staff 

The Company’s ability to meet its 

working capital needs at the current 

level for the twelve-month period 

ending September 30, 2014 

 

The Company’s cash balance at 

September 30, 2013, is not 

sufficient to fund its consolidated 

operating expenses at current levels. 

At the date hereof, the Company’s 

consolidated cash balance has 

diminished as a result of normal 

business operations and 

management is attempting to defer 

all payments, including 

management salaries, to the extent 

practical 

The operating and development 

activities of the Company for the 

twelve-month period ending 

September 30, 2014, and the costs 

associated therewith, will be 

dependent on raising sufficient 

capital consistent with Portex’s 

current expectations; debt and 

equity markets, exchange and 

interest rates and other applicable 

economic conditions are favourable 

to Portex 

Adverse changes in debt and equity 

markets; timing and availability of 

external financing on acceptable 

terms; increases in costs; 

environmental compliance and 

changes in environmental and other 

local legislation and regulation; 

interest rate and exchange rate 

fluctuations; changes in economic 

conditions 

The Company’s ability to carry out 

anticipated exploration on its 

property interests 

The exploration activities of the 

Company for the year ending 

September 30, 2014, and the costs 

associated therewith, will be 

Changes in debt and equity 

markets; timing and availability of 

external financing on acceptable 

terms; increases in costs; 
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consistent with Portex’s current 

expectations; debt and equity 

markets, exchange and interest 

rates and other applicable economic 

conditions are favourable to Portex 

environmental compliance and 

changes in environmental and other 

local legislation and regulation; 

interest rate and exchange rate 

fluctuations; changes in economic 

conditions; receipt of applicable 

permits; and permission of 

landowners to access property 

Plans, costs, timing and capital for 

future exploration and development 

of Portex’s property interests, 

including the costs and potential 

impact of complying with existing 

and proposed laws and regulations  

Financing will be available for 

Portex’s exploration and 

development activities and the 

results thereof will be favourable; 

actual operating and exploration 

costs will be consistent with the 

Company’s current expectations; 

the Company will be able to retain 

and attract skilled staff; all 

applicable regulatory and 

governmental approvals for 

exploration projects and other 

operations will be received on a 

timely basis upon terms acceptable 

to Portex; the Company will not be 

adversely affected by market 

competition; debt and equity 

markets, exchange and interest 

rates and other applicable economic 

and political conditions are 

favourable to Portex; metals prices  

will be favourable to Portex; no 

title disputes exist with respect to 

Portex’s properties 

 

Metal price volatility; changes in 

debt and equity markets; timing and 

availability of external financing on 

acceptable terms; the uncertainties 

involved in interpreting geological 

data and confirming title to 

acquired properties; the possibility 

that future exploration results will 

not be consistent with Portex’s 

expectations; increases in costs; 

environmental compliance and 

changes in environmental and other 

local legislation and regulation; 

interest rate and exchange rate 

fluctuations; changes in economic 

and political conditions; the 

Company’s ability to retain and 

attract skilled staff 

Management’s outlook regarding 

future trends  

Financing will be available for 

Portex’s exploration, development 

and operating activities; the price of 

gold and/or other applicable metals  

will be favorable to Portex 

 

Metal price volatility; changes in 

debt and equity markets; interest 

rate and exchange rate fluctuations; 

changes in economic and political 

conditions  

Asset values for year ended 

September 30, 2013 

Management’s belief that no write-

down is required for its equipment 

and mineral properties resulting 

from continuing efforts to raise 

capital (debt or equity, or a 

combination of both) to implement 

If the Company does not obtain 

equity or debt financing on terms 

favorable to the Company or at all, 

a decline in asset values that could 

be deemed to be other than 

temporary, may result in 
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planned work programs on the 

Company’s projects. 

impairment losses 

Sensitivity analysis of financial 

instruments  

Interest rates will not be subject to 

change in excess of plus or minus 

1%; foreign exchange rates against 

the Euro will not be subject to 

change in excess of plus or minus 

10% 

Changes in debt and equity 

markets; interest rate and exchange 

rate fluctuations  

Prices and price volatility for metals  The price of metals will be 

favourable; debt and equity 

markets, interest and exchange 

rates and other economic factors 

which may impact the price of 

metals will be favourable  

Changes in debt and equity markets 

and the spot prices of metals; 

interest rate and exchange rate 

fluctuations; changes in economic 

and political conditions 

 

Inherent in forward-looking statements are risks, uncertainties and other factors beyond Portex’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 Portex’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. 

Description of Business 

The Company was incorporated on September 25, 2006, under the Business Companies Act (Ontario). 

The primary focus of the Company is to grow through the acquisition, exploration and development of 

viable base and precious metal properties, with the ultimate objective of profitable exploitation. The 

Company is currently listed on the Canadian National Stock Exchange (“CNSX”) under the symbol 

“PAX”.  

 

Highlights 

 
On February 4, 2013, the Company announced that Aberdeen International Inc. (“Aberdeen”) converted 

the $1,000,000 principal amount of the convertible debentures, together with accrued interest of $62,465, 

into 21,249,315 common shares of the Company. 
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On March 22, 2013, the Company announced the results of its annual meeting at which all resolutions 

proposed were passed and Victor Wyprysky, Peter Chodos, Patrick Raleigh, Geoff Stanley and Richard 

Bishop were elected as directors. 

 

On March 22, 2013, the Company also announced that it would not proceed with the previously 

announced acquisition of Scandinavian Metals Inc. 

 

On August 26, 2013, the Company appointed Mr. Art Hampson, an associate with Marrelli Support 

Services Inc. (“MSSI”), as the Company's Chief Financial Officer (“CFO”) in replacement of Mr. 

Carmelo Marrelli, the president of MSSI. 

 

On November 13, 2013, Portex agreed to acquire 1,443,348 units of Global Resources Investment 

Limited (GRIL), at a price of £1 per unit. GRIL is conditionally approved for listing on the London Stock 

Exchange. GRIL will be registered as a public company and constituted as an investment trust with the 

name Global Resources Investment Trust, Plc. (“GRIT” or the “Trust”). The Trust has been established 

to exploit investment opportunities in the junior mining and natural resources sectors worldwide. Portex 

will purchase the GRIT units in exchange for 40,000,000 newly issued Portex common shares at an issue 

price of $0.06 per share. The purchase of the Trust units is conditional upon GRIT closing its initial 

financing and becoming listed on the London Stock Exchange. As part of this transaction, Portex will 

arrange to sell GRIT units from time to time through the facilities of the London Stock Exchange in order 

to generate cash proceeds net of normal course trading commissions. A 6% advisory fee is payable by 

Portex in cash or a combination of Portex shares and GRIT units. See Subsequent Events section below. 

 

On November 15, 2013, the Company announced that it had agreed to acquire all of the shares of 

Metallum Exploration Limited ("Metallum") in exchange for 100,000,000 newly issued Portex common 

shares valued at $0.06 per share, of which 90,000,000 shares would be immediately distributed to the 

ultimate beneficial shareholders of Metallum, with the result that the recipient of the largest number of 

such Portex shares would own 10.7% of Portex. See Subsequent Events section below. 

 

On December 20, 2013, the Company entered into an arrangement agreement in respect of a proposed 

merger of European Uranium Resources Ltd. ("EUU") through a plan of arrangement under which 

EUU will acquire all of the outstanding common shares of the Company in exchange for EUU 

common shares. Under the plan of arrangement, Portex shareholders will receive 0.6 of an EUU 

common share in exchange for each Portex common share. Completion of the merger is subject to a 

number of conditions including obtaining all necessary approvals from the Portex and EUU 

shareholders, the Superior Court of Justice of Ontario and the TSX Venture Exchange (“TSXV”) 

including its approval of the listing of the merged company's shares, completion of the merger by April 

30, 2014 or such other date as may be mutually agreed and such other customary conditions for a 

transaction of this nature. See Subsequent Events section below. 

 

On January 15, 2014, the Company announced that it had issued a promissory note with a principal 

amount of $75,000 at an annualized interest rate of 12%, with a maturity date of June 30, 2014 and 

secured by the shares of the holding companies which indirectly hold the exploration licenses in Spain 

and Portugal. The promissory note may be repaid in whole or in part at any time prior to maturity. See 

Subsequent Events section below. 
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The licence for the Lagoa Salgada concession expired on October 1, 2013. Portex completed a joint 

venture with Empresa de Desenvolvimento Mineiro, SA (“EDM”), a Portuguese state-owned entity, 

whereby Portex would own 85% of the Lagoa Salgada concession and EDM would own 15%. Portex 

would fund the project expenditures to feasibility, after which all further expenditures would be funded in 

proportion to the respective joint venture interests. The joint venture with EDM has the effect of 

eliminating the outstanding unspent commitments under the previous contract. The government mining 

agency has recommended to the Portuguese Secretary of State for Energy that the joint venture be 

granted a new three year concession with a required annual expenditure of €700,000. Portex would be 

required to increase its existing contract deposit from €50,000 to €150,000. Portex is awaiting formal 

approval of the new contract from the Portuguese government. See Mineral Exploration Properties and 

Subsequent Events sections below. 

 

Corporate Objective 
 

Portex is a mineral exploration company, focused on the acquisition, exploration and development of 

properties for the mining of base and precious metals. It currently has a large exploration concession in 

South West Portugal, two exploration properties in North West Spain and precious and base metal 

licences in Ireland and Northern Ireland. The Company expects to conduct its business operations in 

politically stable jurisdictions where it is able to develop strong relationships with the authorities and 

the communities in which it operates. While Portex’s exploration assets are presently in Portugal, 

Spain, Ireland and Northern Ireland, it may operate in other jurisdictions in the future. 

 

Trends  
 

Portex has operations in Portugal, Spain, Ireland and Northern Ireland and its executive office in 

Canada. The Company’s financial success will be dependent upon the extent to which it can make 

discoveries and on the economic viability of any such discoveries. The development of such assets 

may take years to complete and the resulting income, if any, is difficult to determine with any 

certainty. Portex does not have defined mineral reserves and to date has not produced any revenues. 

The sales value of any minerals discovered by Portex is largely dependent upon factors beyond its 

control, primarily the prices of the commodities produced and, to some extent, the costs of developing 

the mines.  

 

Economic conditions in Canada and globally have improved significantly since the depths of the 

financial crisis in the latter part of 2008 and the beginning of 2009. The recovery has been tentative in 

the developed economies and stronger in the emerging economies. The emerging economies have led 

the demand for commodities of all types. Global economic growth has slowed significantly as 

economic activity in Europe and North America continues to be weak. Growth in emerging markets 

has slowed as well. The Company remains cautious as the economic factors that impact the mining 

industry have deteriorated. These factors include uncertainty regarding the prices of base and precious 

metals and the availability of equity financing and other sources of capital for the purposes of mineral 

exploration and development. Metal prices have been volatile in recent periods. Recent events in the 

global financial markets, including concerns about the pace of the global economic recovery and 

sovereign and bank indebtedness in Europe and demand for commodities in China, have caused 

markets to be extremely volatile and increasingly risk averse. Metal prices have weakened from recent 

levels. Market caution and volatility have been exacerbated recently primarily as a result of the slow 

economic recovery in the United States, Europe and the turmoil arising from the financial crisis 
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affecting governments and financial institutions in the Eurozone. Currently, access to capital to fund 

small, base metal exploration companies is extremely difficult. 

 

The Company’s future performance is largely tied to the development of its current mineral property 

interests and continued access to capital. Financial markets are likely to be volatile over the next year, 

reflecting ongoing concerns about the strength of the global economic recovery and general concerns 

about sovereign fiscal health. In particular, the poor fiscal condition of several countries in Europe, 

including Portugal, Spain and Ireland, may impact future operations. Portugal has agreed to a three-

year, €78 billion assistance package with the International Monetary Fund and the European Union. 

Portugal has begun to reduce its budget deficits significantly and such austerity measures have 

curtailed government assistance and other spending. As a result, the domestic economy has been 

contracting for the last several quarters and unemployment continues to be high. Spain is in the process 

of negotiating a financial assistance package for its banks and has begun to introduce severe austerity 

measures to stabilize its economy and preserve its access to the capital markets. The fiscal measures 

taken by Spain and Portugal have recently begun to have a positive impact on the market for sovereign 

indebtedness but economic conditions continue to be difficult. The economy in Ireland is slowly 

improving and credit markets are becoming more favourable for Irish sovereign debt.  There may be 

other economic and social consequences that could impact the Company’s operations. As a result of 

these and other factors, the Company may have difficulties raising equity financing for the purposes of 

mineral exploration and development, particularly without excessively diluting the interests of its 

current shareholders.  

 

With continued market volatility expected, Portex’s current strategy is to be cautious but to continue to 

work in its portfolio and to seek out other prospective business opportunities as appropriate. The extent 

of these activities is dependent upon the raising of equity capital. Management regularly monitors 

economic conditions to gauge their impact on the Company’s operations and incorporates these 

estimates in short-term operating and longer-term strategic decisions.  

 

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. 

 

Mineral Exploration Properties 

 
Lagoa Salgada 

 

The Lagoa Salgada property is located at the northwest extension of the Iberian Pyrite Belt, which 

hosts numerous past and current producing mines in Spain and Portugal. The property covers 134 

square kilometres and is approximately 120 kilometres southeast of Lisbon in the Setubal District.  A 

major north-south highway and rail line pass adjacent to the property and access to infrastructure is 

readily available.    

 

The Company’s current exploration license for the Lagoa Salgada concession expired on October 1, 

2013. Subsequent to that date, Portex entered into a joint venture with EDM, a Portuguese state-owned 

entity, whereby Portex would own 85% of the Lagoa Salgada concession and EDM would own 15%. 

Portex would fund the project expenditures to feasibility, after which all further expenditures would be 
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funded in proportion to the respective joint venture interests. The joint venture with EDM has the 

effect of eliminating the outstanding unspent commitments under the previous contract. Direcao-Geral 

de Energia e Geologia, the Portuguese government mining agency, has recommended to the 

Portuguese Secretary of State for Energy that the joint venture be granted a new three year concession 

with a required annual expenditure of €700,000. In addition, the joint venture would have the option to 

extend the contract for two one-year terms with an annual required expenditure of €500,000. Portex 

would be required to increase its existing contract deposit from the existing €50,000 to €150,000. As of 

the date hereof, Portex is awaiting formal approval of the new contract with the Portuguese 

government.  

 

Toral and Lago Properties 
 

On April 30, 2012, Portex acquired the Toral and Lago properties in North West Spain. Portex has 

filed work plans with the mining authorities in Leon and Galicia, Spain for the period from July 2013 

to June 2014 in the aggregate amount of € 633,234 ($881,461). During the year, Portex continued to do 

additional geological mapping and other soil sampling studies on both projects.  

 

The Toral Project 

 

The Toral Project covers a license area of 2,400 ha located in the province of Leon in north-western 

Spain, approximately 400km northwest of Madrid. The property is accessed by infrastructure including 

a regional highway, a high voltage power line and a railway line which links to the Asturianas zinc-

lead smelter via the city of Leon. 

 

The current mining license for Toral expired in July 2013. The Company has applied for a three-year 

extension of the exploration license from July 2013 to July 2016. The Company is in discussions with 

the relevant authorities and has followed the steps required for a renewal. The reports from the 

government agencies involved have been positive and have recommended the renewal.  The Company 

believes that the license will be extended for a further period of three years based on conversations 

with the relevant mining authorities and is waiting for formal approval. There can be no assurance that 

the license will be extended. 

  

The Lago Project 

 

The Lago concession is located approximately 50 km north of Toral. The previous compilation of the 

unproven and unverified historical data of investigations, completed by or on behalf of the Spanish 

mining firm, Exploracion Minera International Espana S. A. (“EXMINESA”), between 1985 and 1990, 

indicated that mineralization at Lago may be similar to that on the Toral property. The mineralized 

horizons at Lago are hosted by volcano sedimentary units of Paleozoic age, folded by a syncline 

structure, which is disrupted by vertical faulting sub parallel to the regional deformation. Estimated 

mineralization reported by EXMINESA can be traced by approximately 1,375 metres parallel to the 

axe of the syncline. The results reported by EXMINESA range from 3.0 metres of 1.88% combined 

lead and zinc to 9.5 metres of 9.54% combined lead and zinc and 7.50 metres of 14.75% combined 

lead and zinc. All such potential is conceptual in nature as there has been insufficient exploration to 

define a mineral resource.  At this time, it is uncertain if further exploration will result in the target 

being delineated as a mineral resource. GoldQuest Iberica S.L. (GoldQuest Iberica), an indirect wholly 
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owned subsidiary of Portex, received the first exploration permit from the government of the province 

of Galicia in July 2011 and has two additional permits pending with the provincial government. 

 

William Fisher. P. Geo., a director of GoldQuest Mining Corp. (“GoldQuest”), is the Qualified Person 

responsible for, and has approved, the disclosure pertaining to Lago in conformance with the standards 

of National Instrument 43-101. 

 

The exploration license for Lago expires on July 1, 2014. The Company expects to apply for a three-

year renewal during the second quarter of calendar 2014. 

 

ENEL Green Power Spain, SL (“ENEL”), is disputing the granting of the Lago mining investigation 

permit by the Department of Industry and Mines Energia to GoldQuest Iberica. ENEL believes that it 

should have the right to establish wind turbines on the property which could be incompatible with 

having a mining operation on the same permit area. The permit was found to be properly granted but 

ENEL has appealed the decision. The Company has received notice from the authorities that the 

government will maintain the viability of both projects on the property to the extent possible. Given 

the economic situation prevailing in Spain at this time, the government is no longer subsidizing the 

generation of electrical power generated by wind farms. Therefore, unless the economics of wind 

power change, it is unlikely that new farms will be built.  

 

Selected Annual Financial Information 

 
The following is selected financial data derived from the audited consolidated financial statements of 

the Company at September 30, 2013, 2012 and 2011. 

 

  

Year ended 

September 30, 

2013 

Year ended 

September 30,  

2012 

Year ended 

September 30, 

2011 

Net loss $(1,134,280) $(1,500,970) $(1,080,298) 

Net loss per share (basic and 

diluted) 
$(0.02) $(0.04) $(0.05) 

 

As at 

September 30, 

2013 

As at  

September 30,  

2012 

As at  

September 30, 

2011 

Total assets $1,334,000 $1,932,904 $1,008,866 

 

 The net loss for the year ended September 30, 2013 consisted primarily of (i) mineral property 

exploration expense of $406,542; and (ii) general and administrative expense of $654,346; 

 

 The net loss for the year ended September 30, 2012 consisted primarily of (i) mineral property 

exploration expense of $597,439; and (ii) general and administrative expense of $890,327; and 
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 The net loss for the year ended September 30, 2011 consisted primarily of (i) mineral property 

exploration expense of $561,251; and (ii) general and administrative expense of $580,561.  

 

Summary of Quarterly Results 
 

Three Months Ended 

Revenue 

($) 

Profit or Loss 

Total assets 

($) 

Total 

($) 

Basic and 

diluted loss 

per share 
(1)

 

($) 

2013 – September 30 Nil (383,323) (2) (0.01) 1,334,000 

2013 – June 30  Nil (264,495) (3) (0.00) 1,400,374 

2013 – March 31 Nil (237,696) (4) (0.00) 1,536,988 

2012 – December 31 Nil (248,766) (5) (0.01) 1,739,959 

2012- September 30 Nil (468,461) (6) (0.01) 1,932,904 

2012 – June 30 Nil (375,396) (7) (0.01) 1,945,033 

2012 – March 31 Nil (309,564) (8) (0.01) 568,265 

2011 – December 31 Nil (347,549) (9) (0.01) 700,554 

 
Notes: 

 
(1) As the Company has reported a net loss, it has not calculated the diluted loss per common share 

as its effect would be anti-dilutive. 
(2) Net loss of $383,323 consisted primarily of mineral property exploration expense of $125,294, 

salaries and benefits of $43,592, professional fees of $122,311, investor relations and 

shareholder information of $61,001, other loss of $473 and foreign exchange loss of $10,553. 
(3) Net loss of $264,495 consisted primarily of mineral property exploration expense of $142,123, 

salaries and benefits of $44,385, stock-based payment of $441, investor relations and shareholder 

information of $25,152, professional fees of $30,858, other loss of $1,024 and foreign exchange 

loss of $52.  
(4) Net loss of $237,696 consisted primarily of mineral property exploration expense of $70,788, 

salaries and benefits of $39,918, stock-based payment of $7,388, investor relations and 

shareholder information of $40,124, professional fees of $17,637, interest expense of $10,547, 

accretion expense of $7,451, loss on disposal of equipment of $3,391 and foreign exchange loss 

of $1,386. These amounts were offset by other income of $1,482. 
(5) Net loss of $248,766 consisted primarily of mineral property exploration expense of $68,337, 

salaries and benefits of $49,477, stock-based payment of $7,388, investor relations and 

shareholder information of $35,362, professional fees of $19,863, interest expense of $30,123, 

accretion expense of $11,831 and foreign exchange loss of $2,893. These amounts were offset 

by other income of $4,850.  
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(6) Net loss of $468,461 consisted primarily of mineral property exploration expense of $176,973, 

salaries and benefits of $59,560, stock-based payment of $7,388, investor relations and 

shareholder information of $36,418, professional fees of $124,848, interest expense of $17,795 

and accretion expense of $6,924. These amounts were offset by other income of $2,698 and 

foreign exchange gain of $17,555. 
(7) Net loss of $375,396 consisted primarily of mineral property exploration expense of $138,634, 

salaries and benefits of $54,473, stock-based payment of $8,270, investor relations and 

shareholder information of $34,018, professional fees of $107,097, interest expense of $4,000, 

and accretion expense of $1,431. These amounts were offset by other income of $3,219 and 

foreign exchange gain of $259. 
(8) Net loss of $309,564 consisted primarily of mineral property exploration expense of $126,504, 

salary and benefits of $51,210, stock-based payment of $22,164, investor relations and 

shareholder information of $58,145, professional fees of $30,239 and foreign exchange loss of 

$2,483. These amounts were offset by other income of $643. All other expenses related to 

general working capital. 
(9) Net loss of $347,549 consisted primarily of mineral property exploration expense of $155,328, 

salary and benefits of $55,349, stock-based payment of $22,164, investor relations and 

shareholder information of $37,857, professional fees of $16,237 and foreign exchange loss of 

$5,909. These amounts were offset by other income of $964.  All other expenses related to 

general working capital. 

 

Results of Operations   
 

For the year ended September 30, 2013, compared with the year ended September 30, 2012: 

 

For the year ended September 30, 2013, the Company’s loss was $1,134,280 ($0.02 per share), compared 

to a loss of $1,500,970 ($0.04 per share) for the year ended September 30, 2012. The Company has an 

accumulated deficit of $4,469,762. 

 

The decrease of $366,690 in net loss is a result of the following: 

 

 Mineral property exploration expense for the year ended September 30, 2013, was $406,542 

compared to $597,439 for the year ended September 30, 2013, a decrease of $190,897. For the 

year ended September 30, 2012, the Company incurred more exploration expenses as a result of 

its drilling program including the preparation of the technical report and resource estimate for 

Lagoa Salgada. 

 

 The Company incurred stock-based payment of $15,217 during the year ended September 30, 

2013, compared to $59,986 for the year ended September 30, 2013. The decrease is a result of 

the vesting of the 2,045,000 stock options granted during the year ended September 30, 2011  as 

follows: 

 

 On March 30, 2011, the Company granted 1,925,000 stock options to certain officers, 

directors, and employees, with each option exercisable into one common share of the 

Company at an exercise price of $0.135, having a term of five years. These options vest 

over a period of two years, such that one-third vests immediately, one-third on the first 

anniversary of the date of grant and one-third on the second anniversary of the date of 
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grant. The fair value of these options at the date of grant was estimated using the Black-

Scholes option-pricing valuation model with the following assumptions: dividend yield 

0%, expected volatility 134.84%, risk free interest rate 2.44%, and an expected life of 

five years. The fair value assigned to these options was $165,550, which will be 

expensed to the consolidated statement of operations and comprehensive loss with the 

corresponding amount allocated to contributed surplus as the options vest. During the 

year ended September 30, 2012, the Company recorded stock-based payment of $55,184 

related to the 1,925,000 stock options while during the year ended September 30, 2013, 

the Company recorded stock-based payment expense of $13,796 for the 1,925,000 stock 

options. 
 

 On June 22, 2011, the Company entered into an investor relations contract with Allyson 

Taylor Partners Inc. (“Allyson Taylor”), a Montreal, Canada, based investor relations 

and capital markets consulting firm. The major terms of the contract include (a) a 

monthly fee of $10,000 for a minimum period of six months; (b) a grant of 120,000 

options to purchase common shares at a price of $0.135 per share for a period of three 

years from the date of the agreement with vesting of one-third at the date of grant, one-

third on the first anniversary thereof and one-third on the second anniversary thereof. 

Should the agreement be terminated, the stock options must be exercised within 30 days 

from the date of termination. The agreement may be terminated by either party upon 60 

days’ written notice. Allyson Taylor will provide various services to the Company 

including evaluating the advantages and disadvantages of various transactions in light of 

the Company’s strategic objectives, assisting in the raising of capital for future 

requirements and assisting in broadening the Company’s shareholder base in the 

Canadian and European investment communities. 

 

The fair value of the 120,000 options at the date of grant was estimated using the Black-

Scholes valuation model with the following assumptions: dividend yield 0%, expected 

volatility 154.53%, risk free interest rate 1.50%, and an expected life of three years. The 

fair value assigned to these options was $11,760, which will be expensed to the 

consolidated statement of loss and comprehensive loss with the corresponding amount 

allocated to contributed surplus during the service period. During the year ended 

September 30, 2013, the Company recorded stock-based compensation expense of 

$1,421 for the 120,000 stock options. During the year ended September 30, 2012, the 

Company recorded stock-based compensation expense of $4,802.  
 

Several variables were used when determining the value of stock options using the Black-

Scholes option-pricing valuation model: 

 

Expected term: the Company used the expected terms of five years for the 1,925,000 options and 

three years for the 120,000 options, which are the respective maximum terms ascribed to the 

stock options issued for the purposes of calculating their value. The Company chose the 

maximum term because it is difficult to determine with any reasonable degree of accuracy when 

these stock options will be exercised.  

 

Volatility: the Company used historical information on the market price of a similar company to 

determine the degree of volatility at the date the stock options were granted.  Therefore, 
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depending on when the stock options are granted and the period of historical information 

examined, the degree of volatility can be different when calculating the value of different stock 

options.  

 

Risk-free interest rate: the Company used the interest rate available for government securities of 

an equivalent expected term at the date of the grant of the stock options. The risk-free interest 

rate will vary depending on the date of grant of the stock options and their expected term.   

 

Dividend yield: the Company has not paid dividends in the past because it is in the exploration 

stage and has not yet earned any income from operations. Also, the Company does not expect to 

pay dividends in the foreseeable future because it does not expect to bring its mineral properties 

into production and earn significant revenue any time soon. Therefore, a dividend rate of 0% 

was used to value the stock options. 

 

 General and administrative costs for the year ended September 30, 2013 were $654,346 while 

costs for the year ended September 30, 2012 were $890,327. The decrease of $235,981 is a 

result of more corporate activities during the year ended September 30, 2012, compared to the 

year ended September 30, 2013. This decrease is broken down as follows: 

 

  

Year 

ended  

September 30,  

2013  

$ 

Year 

 ended  

September 30,  

2012 

$ 

 Change  

$ 

Salary costs and benefits 177,372  220,592 (43,220) 

Stock-based compensation 15,217 59,986 (44,769) 

Professional fees 190,669  278,421 (87,752) 

Investor relations  and shareholder information 161,639  166,438 (4,799)  

Office management, administration and other           73,413  88,441 (15,028) 

Consulting fees 13,732 40,096 (26,364)  

Travel and accommodation 11,059  27,744 (16,685)  

Amortization 11,245 8,609 2,636 

  Total 654,346 890,327 (235,981)     

 

- Professional fees and consulting fees decreased by $87,752 and $26,364 respectively during 

the year ended September 30, 2013 compared to the year ended September 30, 2012. This is 

mainly due to decreased need for professional services of the Company during the current 

year compared to prior year. 
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- Salary costs and benefits and investor relations and shareholder information during the year 

ended September 30, 2013 decreased by $43,220 and $4,799 respectively comparable to the 

amounts during the year ended September 30, 2012, mainly resulting from decreased 

corporate activities during the year ended September 30, 2013 as compared to last year.  

 

 The Company incurred a foreign exchange loss of $14,884 during the year ended September 30, 

2013, compared to a $9,422 foreign exchange gain during the year ended September 30, 2012. 

The increase in foreign exchange loss can be attributed to the fluctuations in the exchange rate 

between the Euro and the Canadian dollar.  

 

 The Company incurred an accretion expense of $19,282 and interest expense of $40,670 related 

to the convertible debentures issued to Aberdeen during the year ended September 30, 2013 

compared to accretion expense of $8,355 and interest expense of $21,795 during the year ended 

September 30, 2012. 

 

For the three months ended September 30, 2013, compared with the three months ended September 30, 

2012: 

 

For the three months ended September 30, 2013, the Company’s loss was $383,323 ($0.01 per share), 

compared to a loss of $468,461 ($0.01 per share) for the three months ended September 30, 2012. The 

Company has an accumulated deficit of $4,469,762. 

 

The decrease of $85,138 in net loss is a result of the following: 

 

 Mineral property exploration expense for the three months ended September 30, 2013, was 

$125,294 compared to $176,973 for the three months ended September 30, 2012, a decrease of 

$51,679.  

 

 The Company incurred stock-based payment of $nil during the three months ended September 

30, 2013, compared to $7,388 for the three months ended September 30, 2012. The decrease is a 

result of the vesting of the 2,045,000 stock options granted during the year ended September 30, 

2011.  The variables used in the Black-Scholes option-pricing valuation model are similar to that 

described on pages 12-14. 

 

 General and administrative costs for the three months ended September 30, 2013, were $247,003, 

while costs for the three months ended September 30, 2012 were $287,022. The decrease of 

$40,019 is a result of more corporate activities during the three months ended September 30, 

2012, compared to three months ended September 30, 2013. This decrease is broken down as 

follows: 
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Three Months 

Ended  

September 30,  

2013  

$ 

Three Months 

 Ended  

September 30,  

2012 

$ 

 Change  

$ 

Salary costs and benefits 43,592  59,560 (15,968) 

Stock-based compensation nil 7,388 (7,388) 

Professional fees 122,311  124,848 (2,537) 

Investor relations  and shareholder information 61,001  36,418 24,583  

Office management, administration and other           17,350  35,289 (17,939) 

Consulting fees nil 9,253 (9,253)  

Travel and accommodation 167 10,978 (10,811)  

Amortization 2,582 3,288 (706) 

  Total 247,003  287,022 (40,019)     

 

- Professional fees decreased by $2,537 during the three months ended September 30, 2013 

compared to the three months ended September 30, 2012. This is mainly due to decreased 

need for professional services of the Company during the current period compared same 

period of prior year. 

 

- Salary costs and benefits during the three months ended September 30, 2013 decreased by 

$15,968 comparable to the amounts during the three months ended September 30, 2012, 

mainly resulting from decreased staff costs during the three months ended September 30, 

2013 as compared to same period of last year.  

 

- Investor relations and shareholder information costs during the three months ended 

September 30, 2013 increased by $24,583 comparable to the amounts during the three 

months ended September 30, 2012, mainly resulting from increased corporate activities 

relating to potential acquisitions and mergers.  

 

 The Company incurred a foreign exchange loss of $10,553 during the three months ended 

September 30, 2013, compared to a $17,555 foreign exchange gain during the three months 

ended September 30, 2012. The increase in foreign exchange loss can be attributed to the 

fluctuations in the exchange rate between the Euro and the Canadian dollar.  
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 The Company incurred an accretion expense of $nil and interest expense of $nil related to the 

convertible debentures issued to Aberdeen during the three months ended September 30, 2013 

compared to accretion expense of $6,924 and interest expense of $17,795 during the three 

months ended September 30, 2012. 

 

Liquidity and Financial Position 
 

As at September 30, 2013, the Company had a consolidated cash balance of $82,993 compared to 

$536,928 at September 30, 2012. The Company had a working capital deficit of $933,297 as at 

September 30, 2013, compared to a working capital deficit of $887,849 (including the debt component 

of the then outstanding convertible debentures) at September 30, 2012. 

 

The activities of the Company, which consist of the acquisition and exploration of base and precious 

metal properties, are financed through the completion of equity offerings and the exercise of stock 

options and warrants.    

 

Amounts payable and other liabilities increased from $635,427 at September 30, 2012, to $1,075,383 

as at September 30, 2013. The increase is primarily a result of the mineral exploration activities and 

other general and administrative expenses incurred during the year ended September 30, 2013.  

 

On February 4, 2013, Aberdeen converted the $1,000,000 principal amount of the convertible debentures, 

together with accrued interest of $62,465, into 21,249,315 common shares of the Company. During the 

year ended September 30, 2013, the Company recorded accretion expenses of $19,282 (year ended 

September 30, 2012 - $8,355) and interest expenses of $40,670 (year ended September 30, 2012 - 

$21,795). 

 

The Company has no operating revenues and therefore must utilize its current cash reserves and other 

financing transactions to maintain its capacity to meet ongoing discretionary and committed 

exploration and operating activities.    

 

As of September 30, 2013, and to the date of this MD&A, the cash resources of Portex are held with 

select financial institutions in Canada, Portugal and Spain. At September 30, 2013, the Company had 

no indebtedness other than trade payables in the normal course of business. Accounts payable and 

other liabilities are in the ordinary course of business, short term and non-interest bearing. 

 

The Company’s use of cash at present occurs, and in the future is expected to occur, principally in two 

areas: the funding of its general and administrative expenditures and the funding of its investment 

activities. Those investment activities include the cash components of the cost of acquiring, 

maintaining and exploring its mineral properties. In connection with the Company’s operating and 

mineral exploration activities, Portex will seek to raise capital primarily through the issuance of equity 

securities. No funds have been raised as of the date of this MD&A. The Company will continue to 

attempt to raise capital to meet its ongoing operating and mineral exploration commitments.  

 

The license for the Lagoa Salgada concession expired on October 1, 2013. See Subsequent Events 

section below. Based on the work plans submitted to the authorities in Spain, the Company has 

committed to spend approximately €633,234 ($881,461) for the period ending June 30, 2014. 
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The Company has approximately $745,000 and $793,000 exploration commitments respectively for 

2014 and 2015 in respect of the licenses recently acquired in Ireland and Northern Ireland. See 

Subsequent Events section below. 

 

Corporate head office costs in Canada, Portugal, Spain, Ireland and Northern Ireland are estimated to 

average approximately $150,000 per quarter for fiscal 2014. This amount covers salaries and benefits, 

professional fees, investor relations and shareholder information, office management and 

administration, corporate development expenses, consulting fees and travel and accommodation.   

  

Based on the rate of expenditure above, the Company does not have sufficient cash on hand and will 

have to raise equity capital in the near term in amounts sufficient to fund both exploration work and 

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

Company’s exploration program and its ability to continue to access capital to fund its ongoing 

operations. Any further significant exploration programs on the Lagoa Salgada concession and the 

Toral and Lago properties are subject to the Company’s raising capital. Payments on the majority of 

accounts payable will be deferred until a financing is completed. The Company’s cash balance at 

September 30, 2013, is not sufficient to fund its consolidated operating expenses at current levels. At 

the date hereof, the Company’s consolidated cash balance has diminished further as a result of normal 

business operations and management is deferring all payments, including management salaries, to the 

extent practical.  Should the Company not raise sufficient capital, it may lose the Lagoa Salgada 

concession and the Spanish properties if it is unable to comply with the terms of the license agreements 

into which it has entered and for which work plans have been filed. The Lagoa Salgada, Toral and 

Lago properties are important components of the Company’s financial success and Portex will use all 

reasonable effort to comply with the terms of its agreements.  Discussions with respect to work 

performed and license extensions and renewals are taking place with all relevant government 

authorities. Should the license extensions be granted, the terms of such extensions may be less 

favorable to the Company than currently exist. There can be no assurance that such 

renewals/extensions will be granted. See Subsequent Events section below. 

 

Related Party Transactions 

Related parties include the Board of Directors, close family members and enterprises that are 

controlled by these individuals as well as certain persons performing similar functions. The amounts 

due to related parties are unsecured, non-interest bearing and due on demand. 
 

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, 

in similar transactions with non-key management personnel related entities on an arm's length basis. 

 

  

Year 

Ended  

September 30,  

2013  

$ 

Year 

 Ended  

September 30,  

2012 

$ 

 

MSSI 
(1) 

40,135 58,871 
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DSA Corporate Services 

Inc. (“DSA”)
 (2)

 13,427 11,447 

Chieftain Metals Inc. 

(“Chieftain”)
 (3)

 31,236 28,633 

Terrenex Consulting Inc. 

(“Terrenex”) 
(4)

 nil 1,333 

  Totals 84,798 100,284 

 
(1) The former CFO of the Company is the president of MSSI. Fees relate to accounting services and 

CFO services provided by MSSI. These costs are reflected in general and administrative costs in the 

consolidated statements of loss. As at September 30, 2013, MSSI was owed $72,761 (September 30, 

2012 - $47,535) and the amount was included in amounts payable and other liabilities. 

 
(2)  The former CFO of the Company is the Secretary of DSA, a firm providing corporate secretarial 

services to the Company. These costs are reflected in general and administrative costs in the 

consolidated statements of loss. As at September 30, 2013, DSA was owed $19,117 (September 30, 

2012 - $8,747) and the amount was included in amounts payable and other liabilities. 

 
(3)  The Chairman and director of the Company is also the Chief Executive Officer of Chieftain and the 

Company pays rent on a monthly basis to Chieftain. These costs are reflected in general and 

administrative expenses in the consolidated statements of loss. As at September 30, 2013, Chieftain 

was owed $26,645 (September 30, 2012 - $2,941) and the amount was included in amounts payable 

and other liabilities. 

 
(4)  As at September 30, 2013, the Company owed Terrenex, a company controlled by a former officer 

of the Company, $1,333 (September 30, 2012 - $1,333). Fees relate to consulting services provided 

and the amount was included in amounts payable and other liabilities. 

 
(5)  As at September 30, 2013, the Company owed GoldQuest $32,982 (September 30, 2012 - $32,982) 

which was included in the amounts payable and other liabilities in the consolidated financial 

statements for the year ended September 30, 2013. GoldQuest is a shareholder of the Company. 

 
(6)  As at September 30, 2013, Aberdeen owned 32.7% of the Company and GoldQuest owned 23% of 

the Company. The remaining 44.3% of the shares were widely held. These holdings can change at any 

time at the discretion of the owners. 

 
(7)  During year ended September 30, 2013, the convertible debentures together with accrued interests 

were converted by Aberdeen for 21,249,315 common shares of the Company in the amount of 

$1,062,465 and the equity component of the convertible debentures of $27,637 was reclassified to 

capital stock. Aberdeen is a shareholder of the Company 
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Remuneration of directors and key management personnel of the Company was as follows: 

 

Year Ended September 30, 2013 

 

 

Year Ended September 30, 2012 

 

 

The Board of Directors and one officer do not have employment or service contracts with the 

Company. Two officers of the Company have employment contracts. Directors are entitled to director 

fees and stock options for their services and officers are entitled to stock options and cash 

remuneration for their services. 

 

As at September 30, 2013, directors and key management personnel of the Company were owed a total 

of $118,165 (September 30, 2012 - $39,000) and the amount was included in amounts payable and 

other liabilities. 
 

 
Salaries and 

benefits 

$ 

Stock-based 

payments 

$ 

Total 

$ 

 

Patrick Raleigh 
12,000    896 12,896 

Peter Chodos 110,415    6,450 116,865 

Peter Calder 1,000 896 1,896 

Victor Wyprysky 30,000 2,866 32,866 

Geoff Stanley 6,000 nil 6,000 

Richard Bishop 6,000 nil 6,000 

Terence Chandler nil 896 896 

Total 165,415 12,004 177,419 

 
Salaries and 

benefits 

$ 

Stock-based 

payments 

$ 

Total 

$ 

Peter Chodos 150,000    25,800 175,800 

Victor Wyprysky 30,000 11,469 41,469 

Peter Calder 12,000 3,583 15,583 

Patrick Raleigh 12,000 3,583 15,583 

Terence Chandler nil 3,583 3,583 

Total 204,000 48,018 252,018 
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Off-Balance-Sheet Arrangements 
 

As of the date of this MD&A, the Company does not have any off-balance-sheet arrangements that 

have, or are reasonably likely to have, a current or future effect on the results of operations or financial 

condition of the Company, including, and without limitation, such considerations as liquidity, capital 

expenditures and capital resources, that are material to investors. 

 

Proposed Transactions 
 

Portex has agreed to acquire 1,443,348 units of GRIL, at a price of £1 per unit. GRIL is conditionally 

approved for listing on the London Stock Exchange. GRIL will be registered as a public company and 

constituted as an investment trust with the name GRIT. The Trust has been established to exploit 

investment opportunities in the junior mining and natural resources sectors worldwide. Portex will 

purchase the GRIT units in exchange for 40,000,000 newly issued Portex common shares at an issue 

price of $0.06 per share. The purchase of the Trust units is conditional upon GRIT closing its initial 

financing and becoming listed on the London Stock Exchange. As part of this transaction, Portex will 

arrange to sell GRIT units from time to time through the facilities of the London Stock Exchange in 

order to generate cash proceeds net of normal course trading commissions. A 6% advisory fee is 

payable by Portex in cash or a combination of Portex shares and GRIT units. 

 

On November 15, 2013, the Company announced that it had agreed to acquire all of the shares of 

Metallum Exploration Limited ("Metallum") in exchange for 100,000,000 newly issued Portex 

common shares valued at $0.06 per share, of which 90,000,000 shares will be immediately distributed 

to the ultimate beneficial shareholders of Metallum, with the result that the recipient of the largest 

number of such Portex shares will own 10.7% of Portex. Portex now has 164,984,302 common shares 

outstanding. Metallum owns 24 exploration licenses of which 8 are in Northern Ireland and 16 are in 

the Republic of Ireland. The aggregate license area is approximately 215,000 hectares. The Company 

has approximately $745,000 and $793,000 exploration commitments respectively for 2014 and 2015 in 

respect of the licenses recently acquired in Ireland and Northern Ireland.  

 

On December 20, 2013, the Company entered into an arrangement agreement in respect of a proposed 

merger of EUU through a plan of arrangement under which EUU will acquire all of the outstanding 

common shares of the Company in exchange for EUU common shares. Under the plan of arrangement, 

Portex shareholders will receive 0.6 of a EUU common share in exchange for each Portex common 

share. Completion of the merger is subject to a number of conditions including obtaining all necessary 

approvals from the Portex and EUU shareholders, the Superior Court of Justice of Ontario and the 

TSXV including its approval of the listing of the merged company's shares, completion of the merger 

by April 30, 2014 or such other date as may be mutually agreed and such other customary conditions 

for a transaction of this nature. The merger will be classified as a reverse takeover under the rules of 

the TSX Venture Exchange and upon completion of the merger, Portex shareholders would hold 

approximately 65% of the merged company with the remaining 35% being held by EUU shareholders. 
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Change in Accounting Policies 
 

IAS 1 – Presentation of financial statements was amended by the IASB in June 2011 in order to align 

the presentation of items in other comprehensive income with US GAAP standards. Items in other 

comprehensive income will be required to be presented in two categories: items that will be 

reclassified into profit or loss and those that will not be reclassified. The flexibility to present a 

statement of comprehensive income as one statement or two separate statements of profit and loss and 

other comprehensive income remains unchanged. On October 1, 2012, the Company adopted this 

amendment and there was no material impact on the Company's consolidated financial statements. 

 

New Accounting Standards and Interpretations   

 
Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting 

periods after January 1, 2013 or later periods. Many are not applicable to the Company or do not have 

a significant impact on the Company and have been excluded from the information below. The 

following have not yet been adopted and are being evaluated to determine their impact on the 

Company. 

 

(i) IFRS 9 – Financial instruments (“IFRS 9”) was issued by the IASB in October 2010 and will 

replace IAS 39 – Financial instruments: recognition and measurement (“IAS 39”). IFRS 9 uses a single 

approach to determine whether a financial asset is measured at amortized cost or fair value, replacing 

the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial 

instruments in the context of its business model and the contractual cash flow characteristics of the 

financial assets. Most of the requirements in IAS 39 for classification and measurement of financial 

liabilities were carried forward unchanged to IFRS 9. The new standard also requires a single 

impairment method to be used, replacing the multiple impairment methods in IAS 39. IFRS 9 is 

effective for annual periods beginning on or after January 1, 2015. 

 

(ii) IFRS 10 – Consolidated financial statements (“IFRS 10”) was issued by the IASB in May 2011. 

IFRS 10 is a new standard which identifies the concept of control as the determining factor in 

assessing whether an entity should be included in the consolidated financial statements of the parent 

company. Control is comprised of three elements: power over an investee; exposure to variable returns 

from an investee; and the ability to use power to affect the reporting entity’s returns. IFRS 10 is 

effective for annual periods beginning on or after January 1, 2013. 

 

(iii) IFRS 11 – Joint arrangements (“IFRS 11”) was issued by the IASB in May 2011. IFRS 11 is a 

new standard which focuses on classifying joint arrangements by their rights and obligations rather 

than their legal form. Entities are classified into two groups: parties having rights to the assets and 

obligations for the liabilities of an arrangement, and rights to the net assets of an arrangement. Entities 

in the former case account for assets, liabilities, revenues and expenses in accordance with the 

arrangement, whereas entities in the latter case account for the arrangement using the equity method. 

IFRS 11 is effective for annual periods beginning on or after January 1, 2013.  

 

(iv) IFRS 12 – Disclosure of interests in other entities (“IFRS 12”) was issued by the IASB in May 

2011. IFRS 12 is a new standard which provides disclosure requirements for entities reporting interests 
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in other entities, including joint arrangements, special purpose vehicles, and off balance sheet vehicles. 

IFRS 12 is effective for annual periods beginning on or after January 1, 2013.  

 
(v) IFRS 13 – Fair value measurement (“IFRS 13”) was issued by the IASB in May 2011. IFRS 13 is a 

new standard which provides a precise definition of fair value and a single source of fair value 

measurement considerations for use across IFRSs. The key points of IFRS 13 are as follows: 

 

 fair value is measured using the price in a principal market for the asset or liability, or in the 

absence of a principal market, the most advantageous market; 

 financial assets and liabilities with offsetting positions in market risks or counterparty credit 

risks can be measured on the basis of an entity’s net risk exposure; 

 disclosures regarding the fair value hierarchy has been moved from IFRS 7 to IFRS 13, and 

further guidance has been added to the determination of classes of assets and liabilities; 

 a quantitative sensitivity analysis must be provided for financial instruments measured at fair 

value; 

 a narrative must be provided discussing the sensitivity of fair value measurements categorised 

under Level 3 of the fair value hierarchy to significant unobservable inputs; 

 and information must be provided on an entity’s valuation processes for fair value 

measurements categorized under Level 3 of the fair value hierarchy. 

 

IFRS 13 is effective for annual periods beginning on or after January 1, 2013.  

 
(vi) IAS 32 – Financial instruments - presentation ("IAS 32") was amended to clarify the criteria that 

should be considered in determining whether an entity has a legally enforceable right of set off in 

respect of its financial instruments. Amendments to IAS 32 are applicable to annual periods beginning 

on or after January 1, 2014 with retrospective application required. Earlier adoption is permitted. 

 

Financial Instruments 
 

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market 

risk including interest rate risk and foreign currency risk. 

 

Risk management is carried out by the Company's management team with guidance from the Board of 

Directors. The Board of Directors also provides regular guidance for overall risk management. 

 

Credit Risk 

 

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. 

The Company's credit risk is primarily attributable to cash. Cash is held with reputable Canadian, 

Portuguese and Spanish financial institutions from which management believes the risk of loss to be 

remote.  

 

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 
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affected if its access to the capital market is hindered, whether as a result of a downturn in stock 

market conditions generally or matters specific to the Company. As at September 30, 2013, the 

Company had cash of $82,993 to settle current liabilities of $1,075,383. 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 preservation and security of capital as well as 

liquidity. The Company’s ability to continually meet its obligations and carry out its planned 

exploration activities is uncertain and dependent upon the continued financial support of its 

shareholders and securing additional financing. 

 

Market Risk 

 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates and 

foreign exchange rates. 

 

Interest rate risk 

 

The Company has cash and no interest-bearing debt as the convertible debentures were 

converted during the year. As the interest rate on the convertible debenture is fixed, the interest 

rate risk is minimal. The Company's current policy is to invest excess cash in high interest 

savings accounts and investment-grade certificates of deposit issued by its Canadian financial 

institutions. Currently, the Company does not hedge against interest rate risk. 

 

Foreign currency risk 

 

The Company's functional and reporting currency is the Canadian dollar and purchases are 

transacted in Canadian dollars and Euro. The Company has certain operations, exploration and 

administrative expenses in Portugal and Spain denominated in Euros. The Company maintains 

Euro-denominated bank accounts in Portugal and Spain. The Company is subject to gains and 

losses due to fluctuations in the exchange rate between the Euro and the Canadian dollar. 

 

Fair Value 

 

The Company has designated its cash and cash equivalents and restricted term deposit as loans and 

receivables, which are measured at fair value. Amounts payable and other liabilities, lease obligation 

and convertible debentures are classified as other financial liabilities, which are measured at amortized 

cost. 

 

As at September 30, 2013 and September 30, 2012, the carrying and fair value amounts of the 

Company's financial instruments are approximately equivalent due to their short-term to maturity. 

 

Sensitivity Analysis 

 

Based on management's knowledge and experience of the financial markets, the Company believes the 

following movements are "reasonably possible" over a twelve-month period: 
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i) The Company's cash and cash equivalents are subject to variable interest rates. Sensitivity to a plus 

or minus 1% change in the interest rates would affect net loss and comprehensive loss by 

approximately $830 with all other variables held constant. 

 

ii) The Company is exposed to foreign currency risk on fluctuations related to cash that is dominated in 

Euros. Sensitivity to a plus or minus 10% change in the foreign exchange rates would affect net 

income and loss by approximately $4,300 with all other variables held constant. 
 

Capital Management 
 

The Company manages its capital with the following objectives: 

 

 to ensure sufficient financial flexibility to achieve the ongoing business objectives including 

funding of future growth opportunities, and pursuit of accretive acquisitions; and 

 to maximize shareholder return. 

 

The Company monitors its capital structure and makes adjustments according to market conditions in 

an effort to meet its objectives given the current outlook of the business and industry in general. The 

Company may manage its capital structure by issuing new shares, repurchasing outstanding shares, 

adjusting capital spending, or disposing of assets. Management and the Board of Directors review the 

capital structure on an ongoing basis. 

 

The Company considers its capital to be equity, comprising capital stock, reserves and accumulated 

deficit which at September 30, 2013 totaled $258,617 (September 30, 2012 - $315,215). The Company 

manages capital through its financial and operational forecasting processes. The Company reviews its 

working capital and forecasts its future cash flows based on operating expenditures, and other 

investing and financing activities. The forecast is regularly updated based on activities related to its 

mineral properties. Selected information is frequently provided to the Board of Directors of the 

Company. The Company’s capital management objectives, policies and processes have remained 

unchanged for the year ended September 30, 2013. The Company is not subject to any capital 

requirements imposed by a regulator or lending institution. 

 

Environmental Contingency 
 

The Company’s operations may be subject to environmental regulations promulgated by government 

agencies from time to time. Environmental legislation provides for restrictions and prohibitions on 

spills, releases or emissions of various substances produced in association with certain mining industry 

operations, such as seepage from tailings disposal areas, which would result in environmental 

pollution. A breach of such legislation may result in the imposition of fines and penalties. In addition, 

certain types of operations require the submission and approval of environmental impact assessments. 

Environmental legislation is evolving in a manner that means standards are stricter, and enforcement, 

fines and penalties for non-compliance are more stringent. Environmental assessments of proposed 

projects carry a heightened degree of responsibility for companies and directors, officers and 

employees. The cost of compliance with changes in governmental regulations has a potential to reduce 

the profitability of operations. The Company intends to comply fully with all environmental 

regulations.  As of the date of this MD&A, the Company does not believe that there are any significant 

environmental obligations requiring material capital outlays in the immediate future.   
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Share Capital 
 

As of the date hereof, the Company had 164,984,300 issued and outstanding common shares. In 

addition, the Company had 2,045,000 stock options outstanding. Therefore, the Company had 

167,029,300 common shares outstanding on a fully diluted basis.  

 

Disclosure 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 years 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 years 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: 

 

i) 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  

 

ii) 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. 

 

Risks and Uncertainties 

 

The following discussion summarizes the principal risk factors that apply to Portex’s business and that 

may have a material adverse effect on Portex’s business, financial condition and results of operations, 

or the trading price of the common shares. 
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Exploration, Development and Operating Risks 

Mining operations generally involve a high degree of risk. Portex’s operations are subject to all the 

hazards and risks normally encountered in the exploration, development and production of metal 

concentrates, 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. Although adequate precautions to 

minimize risk will be taken, 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. 

The exploration for and development of mineral deposits involves significant risks that 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 that 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. It is impossible to ensure that the exploration or development programs planned by 

Portex will result in a profitable commercial mining operation. 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 Portex not receiving 

an adequate return on invested capital. 

Resource exploration is a speculative business, characterized by a number of significant risks including, 

among other things, unprofitable efforts resulting not only from the failure to discover mineral deposits 

but also from finding mineral deposits, which, though present, are insufficient in quantity and quality 

to return a profit from production. The marketability of minerals acquired or discovered by Portex may 

be affected by numerous factors that are beyond its control and which cannot be accurately predicted, 

such as market fluctuations, the proximity and capacity of milling facilities, mineral markets and 

processing equipment, and other factors such as government regulations, including regulations relating 

to royalties, allowable production, importing and exporting of minerals, and environment protection. 

Any one or a combination of these factors may result in Portex not receiving an adequate return on its 

investment capital. 

 

There is no certainty that the expenditures made by Portex on the search for and evaluation of mineral 

deposits will result in discoveries of commercial quantities of ore. 

Permit and Licensing Matters 

Portex’s operations are subject to receiving and maintaining permits and licenses from appropriate 

governmental authorities. There is no assurance that delays will not occur in connection with obtaining 

all necessary permits and licenses for all future planned operations (or renewals thereof, as applicable). 

Prior to any development on any of its properties, Portex must receive permits and licenses from 

appropriate governmental authorities. There can be no assurance that Portex will obtain and continue 

to hold all permits, licenses and access necessary to develop or continue operating at any particular 
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property, or that any such licenses or permits awarded will not be cancelled pursuant to applicable 

legislation.   

Insurance and Uninsured Risks 

Portex’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 Portex’s properties or the properties of others, delays in mining, monetary losses and 

possible legal liability. 

The Company currently maintains only general liability and director and officer insurance but no 

insurance against its properties or operations. Accordingly, Portex’s operations contain significant 

uninsured risks that could negatively impact future profitability. The Company may decide to take out 

such insurance in the future if such insurance is available at economically viable rates.  The Company 

may be unable to obtain or 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 Portex or to other companies in the mining 

industry on acceptable terms. Portex might also become subject to liability for pollution or other 

hazards which may not be insured against or which Portex may elect not to insure against because of 

premium costs or other reasons. Losses from these events may cause Portex to incur significant costs 

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

 

Impact of Market Forces 

Mineral operations are subject to market forces outside of Portex’s control, which could negatively 

impact its operations. The marketability of minerals is affected by numerous factors beyond the control 

of the entity involved in their mining and processing. These factors include market fluctuations, 

government regulations relating to prices, taxes, royalties, allowable production, import, exports and 

supply and demand. One or more of these risk elements could have an impact on costs of an operation 

and if significant enough, reduce the profitability of the operation and threaten its continuation. 

 

Environmental Risks and Hazards 

Portex is subject to substantial environmental requirements, which could cause a restriction or 

suspension of its operations. The current and anticipated future operations of Portex require permits 

from various governmental authorities and such operations are and will be governed by laws and 

regulations governing various elements of the mining industry. Portex’s exploration activities are 

subject to various federal, provincial and local laws governing land use, the protection of the 

environment, prospecting, development, production, exports, taxes, labour standards, occupational 

health, waste disposal, toxic substances, and other matters. Such operations and exploration activities 

are also subject to substantial regulation under these laws by governmental agencies and may require 

that Portex obtain permits from various governmental agencies.  Exploration generally requires one 

form of permit while development and production operations require additional permits. There can be 

no assurance that all permits that Portex may require for future exploration or possible future 

development will be obtainable on reasonable terms. In addition, future changes in applicable laws or 
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regulations could result in changes in legal requirements or in the terms of existing permits applicable 

to Portex or its properties. This could have a negative effect on Portex’s exploration activities or its 

ability to develop its properties. Portex is also subject to environmental regulations, which require 

Portex to minimize impacts upon air, water, soils, vegetation and wildlife, as well as historical and 

cultural resources, if present. As Portex is at the exploration stage, the disturbance of the environment 

is limited and the costs of complying with environmental regulations are minimal. However, if 

operations result in negative effects upon the environment, government agencies will usually require 

Portex to provide remedial actions to correct the negative effects.  Failure to comply with applicable 

laws, regulations and permitting requirements may result in enforcement actions, 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 other 

remedial actions. 

 

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 Portex’s operations. Environmental hazards may exist on 

the properties on which Portex holds interests which are unknown to Portex at present and which have 

been caused by previous or existing owners or operators of the properties.  

Failure to comply with applicable laws, regulations 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, regulations and permits governing operations and activities of mining 

and exploration companies, or more stringent implementation thereof, could have a material adverse 

impact on Portex and cause increases in exploration expenses or capital expenditures or require 

abandonment or delays in development of new mining properties. 

Global Financial Conditions 

 

Global financial conditions have been subject to increased volatility and numerous financial 

institutions have either gone into bankruptcy or have had to be rescued by governmental authorities. In 

addition, the recent market concerns over European sovereign debt and broad concerns about the 

stability of the Eurozone have caused the financial markets to be risk averse and highly volatile. 

Portugal was one of the countries in Europe that obtained financial assistance from the European 

Union and the International Monetary Fund. This assistance has resulted in a recessionary economy 

and a high unemployment rate in the country as a result of the required fiscal austerity. While Spain 

has not yet received funds directly from the European Union, it has concluded agreements with the EU 

to recapitalize its struggling banking system. In addition, the European Central Bank has begun to 

purchase Spanish sovereign debt. Spain also has significant unemployment and is implementing 

austerity budgets. Such events may impede the ability of the Company to obtain equity or debt 

financing in the future or on terms favourable to the Company. If these increased levels of volatility 
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and market turmoil continue, the Company’s operations could be adversely impacted and the value and 

the price of the common shares and other securities could also be adversely affected.  See also “No 

History of Mineral Production or Earnings” below. 

  

Infrastructure 

Mining, processing, development and exploration activities depend, to one degree or another, on 

adequate infrastructure. Reliable roads, bridges, power sources and water supply are important 

determinants, which affect capital and operating costs.  In addition, unusual or infrequent weather 

phenomena, sabotage, government or other interference in the maintenance or provision of such 

infrastructure could adversely affect Portex’s operations, financial condition and results of operations. 

Reliability of Resource Estimates  

There is no certainty that any mineral resources identified on any of Portex’s properties in the future, if 

any, will be realized. Until a deposit is actually mined and processed, the quantity of mineral resources 

and grades must be considered as estimates only. In addition, the quantity of mineral resources may 

vary depending on, among other things, metal prices. Any material change in quantity of mineral 

resources, grade or stripping ratio may affect the economic viability of any project undertaken by 

Portex. In addition, there can be no assurance that metal recoveries in small-scale laboratory tests will 

be duplicated in a larger scale test under on-site conditions or during production. 

Fluctuations in lead, zinc, copper, gold and other metals prices, results of drilling, metallurgical testing 

and production and the evaluation of studies, reports and plans subsequent to the date of any estimate 

may require revision of such estimate. Any material reductions in estimates of mineral resources could 

have a material adverse effect on Portex’s results of operations and financial condition. 

Mineral resources that are not mineral reserves do not have demonstrated economic viability.  Due to 

the uncertainty that may attach to mineral resources, there is no assurance that any mineral resources 

identified on any of Portex’s properties in the future, if any, will be upgraded to mineral reserves as a 

result of continued exploration. 

No History of Mineral Production or Earnings 

Portex has never had any interest in mineral producing properties.  There is no assurance that 

commercial quantities of minerals will be discovered at any of the properties of Portex or any future 

properties, nor is there any assurance that the exploration programs of Portex thereon will yield any 

positive results.  Even if commercial quantities of minerals are discovered, there can be no assurance 

that any property of Portex will ever be brought to a stage where mineral resources can profitably be 

produced thereon.  Factors that may limit the ability of Portex to produce mineral resources from its 

properties include, but are not limited to, the price of the mineral resources that are currently being 

explored for, availability of additional capital and financing and the nature of any mineral deposits. 

Portex has a history of losses and expects losses to continue for the foreseeable future.  As a result, it 

will require additional equity financings, which will cause dilution to the interests of existing 

shareholders.  See also “Additional Capital” below.  Portex has limited financial resources and has no 

operating cash flow. As of September 30, 2013, Portex had incurred accumulated losses totaling 

$4,409,028.  
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The continued exploration efforts will require additional capital to help maintain and expand 

exploration on Portex’s principal exploration properties. Additionally, if Portex decides to proceed 

with a feasibility study on any of its properties, substantial additional funds will be required to 

complete the study. The global financial crisis and the slow economic recovery from it has impacted 

investor confidence and this has reduced the availability of risk capital, particularly for junior mineral 

exploration companies.  See “Global Financial Conditions” above.  

 

The Company has raised funds through the sale of its common shares or securities convertible into 

common shares. However, due to the current economic conditions, Portex may not be able to obtain 

additional equity financing on reasonable terms, if at all. If Portex is unable to obtain sufficient 

financing in the future, it might have to dramatically slow exploration efforts and/or lose control of its 

projects. If equity financing is required, then such financings could result in significant dilution to the 

interests of existing or prospective shareholders. These financings may be on terms less favourable to 

Portex than those obtained previously. 

 

Title to Mineral Properties 

 

Acquisition of title to mineral properties is a very detailed and time-consuming process. Title to, and 

the area of, mineral properties may be disputed or impugned. Although the Company has investigated 

its title to the mineral properties for which it holds an option or concessions or mineral leases or 

licences, there can be no assurance that the Company has valid title to such mineral properties or that 

its title thereto will not be challenged or impugned. For example, mineral properties sometimes contain 

claims or transfer histories that examiners cannot verify; and transfers under foreign law often are 

complex. The Company does not carry title insurance with respect to its mineral properties. A 

successful claim that the Company does not have title to a mineral property could cause the Company 

to lose its rights to mine that property, perhaps without compensation for its prior expenditures relating 

to the property.  
 

Competition May Hinder Corporate Growth 
 

The mining industry is competitive in all of its phases.  Portex 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 Portex.  As a result of this competition, Portex may be 

unable to maintain, explore or acquire attractive mining properties on terms it considers acceptable or 

at all.  Other companies could outbid Portex for potential projects or produce minerals at lower costs.  

Consequently, Portex’s revenues, operations and financial condition could be materially adversely 

affected. 

Additional Capital 

Portex has a lack of cash flow sufficient to sustain operations and does not expect to begin receiving 

operating revenue in the foreseeable future. None of Portex’s properties has advanced to the 

commercial production stage and Portex has no history of earnings or cash flow from operations. The 

Company has paid no dividends on its common shares since incorporation and does not anticipate 

doing so in the foreseeable future. Historically, the only source of funds available to Portex has been 

through the sale of its common shares or other equity-related securities. Any future additional equity 

financing may cause dilution to current shareholders. If Portex does not have sufficient capital for its 
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operations, management would be forced to reduce or discontinue its activities with the possible result 

that it could lose its properties, which would have a negative effect on the value of its securities. 

 

The development and exploration of Portex’s properties will require substantial additional financing. 

Failure to obtain sufficient financing may result in delaying or indefinite postponement of exploration, 

development or production on any or all of Portex’s properties or even a loss of property interest. 

There can be no assurance that additional capital or other types of financing will be available if needed 

or that, if available, the terms of such financing will be favourable to Portex. 

See also “No History of Mineral Production or Earnings” above. 

Commodity Prices 

The price of the common shares, Portex’s financial results and exploration, development and mining 

activities may in the future be significantly adversely affected by declines in the price of base and 

precious metals. Base and precious metals prices fluctuate widely and are affected by numerous factors 

beyond Portex’s control such as the sale or purchase of base and precious metals by various central 

banks and financial institutions, 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 base and precious metals producing countries 

throughout the world. The price of base and precious metals has fluctuated widely in recent years, and 

future serious price declines could cause continued development of Portex’s properties to be 

impracticable. Future production, if any, from Portex’s properties is dependent on base and precious 

metals prices that are adequate to make these properties economic. 

In addition to adversely affecting Portex’s resource estimates and its financial condition, declining 

commodity prices can 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. 

Exchange Rate Fluctuations 

Portex operates in foreign countries and is subject to currency fluctuations, which could have a 

negative effect on its operating results. A portion of Portex’s operations is located in Portugal, which 

makes it subject to other foreign currency fluctuations. The Company’s accounts are maintained in 

Canadian dollars and European Euros. Such fluctuations may adversely affect Portex’s financial 

position and results. Management may not take any steps to address foreign currency fluctuations that 

would eliminate all adverse effects and, accordingly, Portex may suffer losses due to adverse foreign 

currency fluctuations. 

Operating History 

The Company has a very limited history of operations, is in the early stage of exploration and must be 

considered a start-up company.  As such, the Company is subject to many risks common to such 

enterprises, including under-capitalization, cash shortages, limitations with respect to personnel, 

financial and other resources and lack of revenues.  There is no assurance that the Company will be 
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successful in achieving a return on shareholders’ investment and the likelihood of success must be 

considered in light of its early stage of operations. 

No Mineral Resources 

Portex has no known resources or reserves and no economic resources or reserves may exist on its 

properties, which would have a negative effect on Portex’s operations and valuation. Despite 

exploration work on its mineral claims, no known bodies of commercial ore or economic deposits have 

been established on Portex’s mineral property. In addition, Portex is at the exploration stage on its 

property and substantial additional work will be required in order to determine if any economic 

deposits exist on its properties. Portex may expend substantial funds in exploring its properties only to 

abandon them and lose its entire expenditure on the properties if no commercial or economic quantities 

of minerals are found. Even in the event that commercial quantities of minerals are discovered, the 

exploration properties might not be brought into a state of commercial production.  

 

Finding mineral deposits is dependent on a number of factors, not the least of which is the technical 

skill of exploration personnel involved. The commercial viability of a mineral deposit once discovered 

is also dependent on a number of factors, some of which are the particular attributes of the deposit, 

such as size, grade and proximity to infrastructure, as well as metal prices. Most of these factors are 

beyond the control of the entity conducting such mineral exploration.  

 

Portex is an exploration stage company with no history of pre-tax profit and no income from its 

operations. There can be no assurance that Portex’s operations will be profitable in the future. There is 

no certainty that any expenditures to be made by Portex in the exploration of its properties will result 

in discoveries of mineralized material in commercial quantities. Most exploration projects do not result 

in the discovery of commercially mineable deposits and no assurance can be given that any particular 

level of recovery of mineral reserves will in fact be realized or that any identified mineral deposit will 

ever qualify as a commercially mineable (or viable) mineral deposit that can be legally and 

economically exploited. There can be no assurance that minerals recovered in small-scale tests will be 

duplicated in large-scale tests under on-site conditions or in production. If Portex is unsuccessful in its 

exploration efforts, it may be forced to acquire additional projects or cease operations. 

 

Government Regulation 

The mining, processing, development and mineral exploration activities of Portex are subject to 

various laws governing prospecting, development, production, taxes, labour standards and 

occupational health, mine safety, toxic substances, land use, water use, land claims of local people and 

other matters.  Various governmental economic, fiscal, monetary and political policies, such as those 

related to inflation or foreign exchange, may affect the economic conditions prevailing in Portex’s 

countries of operation, which may, in turn, impact its business. These government policies may also 

affect investments by the Company’s shareholders.  

 

Exploration may also be affected in varying degrees by government regulations with respect to, but not 

limited to, restrictions on future exploration and production, price controls, export controls, currency 

availability, foreign exchange controls, income taxes, delays in obtaining or the inability to obtain 

necessary permits, opposition to mining from environmental and other non-governmental 

organizations, limitations on foreign ownership, expropriation of property, ownership of assets, 

environmental legislation, labour relations, limitations on repatriation of income and return of capital, 
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limitations on mineral exports, high rates of inflation, increased financing costs, and site safety.  This 

may affect both Portex’s ability to undertake exploration and development activities in respect of 

present and future properties in the manner contemplated, as well as its ability to continue to explore, 

develop and operate those properties in which it has an interest or in respect of which it has obtained 

exploration and development rights to date. 

Although Portex believes that its 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 development or future potential production. Amendments to current laws 

and regulations governing operations and activities of mining and milling or more stringent 

implementation thereof could have a substantial adverse impact on Portex. 

Political Risks 

A portion of Portex’s current operations are conducted in Spain, Portugal, Ireland and Northern Ireland 

and as such, Portex’s operations are exposed to various levels of political, economic and other risks 

and uncertainties. These risks and uncertainties include, but are not limited to, currency exchange 

rates; high rates of inflation; labour unrest; renegotiation or nullification of existing concessions, 

licenses, permits and contracts; changes in taxation policies; restrictions on foreign exchange; and 

changing political conditions; currency controls and governmental regulations that favour or require 

the awarding of contracts to local contractors or require foreign contractors to employ citizens of, or 

purchase supplies from, a particular jurisdiction. 

Future political actions cannot be predicted and may adversely affect Portex. Changes, if any, in 

mining or investment policies or shifts in political attitude in Europe may adversely affect the 

Company’s business, results of operations and financial condition. Future operations may be affected 

in varying degrees by government regulations with respect to, but not limited to, restrictions on 

production, price controls, export controls, currency remittance, income taxes, foreign investment, 

maintenance of claims, environmental legislation, land use, land claims of local people, water use and 

mine safety.  The possibility that future governments may adopt substantially different policies, which 

may extend to the expropriation of assets, cannot be ruled out. 

Failure to comply strictly with applicable laws, regulations and local practices relating to mineral right 

applications and tenure, could result in loss, reduction or expropriation of entitlements. The occurrence 

of these various factors and uncertainties cannot be accurately predicted and could have an adverse 

effect on the Company’s consolidated business, results of operations and financial condition. 

Labour and Employment Matters 

While Portex has good relations with its employees and consultants, these relations may be impacted 

by changes in the scheme of labour relations that may be introduced by the relevant governmental 

authorities in whose jurisdictions Portex carries on business. Adverse changes in such legislation may 

have a material adverse effect on Portex’s business, results of operations and financial condition. 

Subsidiaries 

The Company conducts certain of its operations through its subsidiaries, and holds certain of its assets 

through its subsidiaries.  Accordingly, any limitation on the transfer of cash or other assets between the 

Company and its subsidiaries could restrict the Company’s ability to fund its operations efficiently. 
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Any such limitations, or the perception that such limitations may exist now or in the future, could have 

an adverse impact on the Company’s valuation and stock price. 

Market Price of Common Shares 

The market for the common shares has been subject to volume and price volatility, which could 

negatively affect a shareholder’s ability to buy or sell common shares. Securities markets have 

experienced a high level of price and volume volatility, and the market price of securities of many 

companies has experienced wide fluctuations that have not necessarily been related to the operating 

performance, underlying asset values or prospects of such companies. There can be no assurance that 

such fluctuations will not affect the price of the common shares and the warrants of the Company. 

 

Securities of micro and small-cap companies have experienced substantial volatility in the past, often 

based on factors unrelated to the financial performance or prospects of the companies involved. This 

volatility has had a significant impact on the share price if junior exploration companies such as 

Portex. These factors include macroeconomic developments in North America and globally and market 

perceptions of the attractiveness of particular industries.  The Company’s share price is also likely to 

be significantly affected by short-term changes in base and precious metals prices or in its financial 

condition or results of operations as reflected in its quarterly earnings reports. Other factors unrelated 

to Portex’s performance that may have an effect on the price of the common shares include the 

following: the extent of analytical coverage available to investors concerning Portex’s business may be 

limited if investment banks with research capabilities do not follow the Company; lessening in trading 

volume and general market interest in the Company’s securities may affect an investor’s ability to 

trade significant numbers of common shares; the size of the Company’s public float may limit the 

ability of some institutions to invest in the Company’s securities; and a substantial decline in the price 

of the common shares that persists for a significant period of time could cause the Company’s 

securities to be delisted from the exchange on which they trade, further reducing market liquidity. 

As a result of any of these factors, the market price of the common shares at any given point in time 

may not accurately reflect Portex’s long-term value. Securities class action litigation often has been 

brought against companies following periods of volatility in the market price of their securities. The 

Company may in the future be the target of similar litigation. Securities litigation could result in 

substantial costs and damages and divert management’s attention and resources. 

Future Sales of Common Shares by Existing Shareholders 

Sales of a large number of 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.  Portex has previously completed private placements at 

prices per share that are, from time to time, lower than the market price of the common shares. 

Accordingly, a significant number of shareholders of the Company may, from time to time, have an 

investment profit in the common shares that they may seek to liquidate. 

Key Executives 

Portex is dependent on the services of key executives, including the President and Chief Executive 

Officer of the Company and a small number of highly skilled and experienced executives and 

personnel.  There is little possibility that this dependence will decrease in the near term. Due to the 

relatively small size of Portex, the loss of these persons may adversely affect its business and future 
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operations.  As Portex’s operations expand, additional general management resources will be required.  

Portex may not be able to attract and retain additional qualified personnel and this would have a 

negative effect on Portex’s operations. Portex maintains no “key man” life insurance on any members 

of its management or directors. 

Conflicts of Interest 

Certain of the directors and officers of the Company may have conflicts of interest, which could have a 

negative effect on Portex’s operations. Certain of the directors and officers of the Company are also 

directors and/or officers and/or shareholders of other natural resource companies. While Portex is 

engaged in the business of exploiting mineral properties, such associations may give rise to conflicts of 

interest from time to time. The directors of the Company are required by law to act honestly and in 

good faith with a view to uphold the best interests of the Company and to disclose any interest that 

they may have in any project or opportunity of Portex. If a conflict of interest arises at a meeting of the 

Board of Directors, any director in a conflict must disclose his interest and abstain from voting on such 

matter. In determining whether or not Portex will participate in any project or opportunity, the 

directors will primarily consider the degree of risk to which Portex may be exposed and its financial 

position at the time. 

 

In addition to the risks outlined above, Portex has identified the extreme volatility occurring in the 

financial markets as a significant risk for the Company. As a result of the market turmoil, investors are 

moving away from assets they perceive as risky to those they perceive as less so. Common shares of 

companies like Portex are considered risk assets and, as mentioned above, are highly speculative. The 

volatility in the markets and investor sentiment may make it difficult for Portex to access the capital 

markets in order to raise the capital it will need to fund its current level of expenditures and maintain 

its existing properties. 

 

Commitments and Contingency 
 

(i) Commitments 

 
As at September 30, 2013, the Company has the following commitments: 

 

 Allyson Taylor - the Company is committed to $10,000 per month. Either party may terminate 

the contract on 60 days' written notice;  

 

 Portex has filed work plans with the mining authorities in Leon (Toral) and Galicia (Lago), 

Spain respectively for the period from July 1, 2013 to June 30, 2014 and the amounts to be 

spent during the period is €393,792 ($548,158) and €239,442 ($333,303), respectively; 

 

(ii) Contingency 

 

 Upon successful completion of an aggregate financing of $3,000,000, the Company will be 

obligated to pay a $50,000 transaction fee to an intermediary. 
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Subsequent Events 
 

 The licence for the Lagoa Salgada concession expired on October 1, 2013. On September 13, 

2013, Portex completed a joint arrangement with Empresa de Desenvolvimento Mineiro, SA 

(“EDM”), a Portuguese state-owned entity, whereby Portex would own 85% of the Lagoa 

Salgada concession and EDM would own 15%. Portex would fund the project expenditures to 

feasibility, after which all further expenditures would be funded in proportion to the respective 

joint venture interests. The joint venture with EDM has the effect of eliminating the 

outstanding unspent commitments under the previous contract. The government mining 

agency has recommended to the Portuguese Secretary of State for Energy that the joint venture 

be granted a new three year concession with a required annual expenditure of €700,000. Portex 

would be required to increase its existing contract deposit from €50,000 to €150,000. Portex is 

awaiting formal approval of the new contract with the Portuguese government.  

 

 On November 13, 2013, Portex agreed to acquire 1,443,348 units of Global Resources 

Investment Limited ("GRIL"), at a price of £1 per unit. GRIL is conditionally approved for 

listing on the London Stock Exchange.  GRIL will be registered as a public company and 

constituted as an investment trust with the name Global Resources Investment Trust, Plc. 

(“GRIT” or the “Trust”). The Trust has been established to exploit investment opportunities in 

the junior mining and natural resources sectors worldwide. Portex will purchase the GRIT 

units in exchange for 40,000,000 newly issued Portex common shares at an issue price of 

$0.06 per share.  The purchase of the Trust units is conditional upon GRIT closing its initial 

financing and becoming listed on the London Stock Exchange. As part of this transaction, 

Portex will arrange to sell GRIT units from time to time through the facilities of the London 

Stock Exchange in order to generate cash proceeds net of normal course trading commissions. 

A 6% advisory fee is payable by Portex in cash or a combination of Portex shares and GRIT 

units.  Portex expects the GRIT transaction to close in early 2014. 

 

 On November 15, 2013, the Company announced that it had agreed to acquire all of the shares 

of Metallum Exploration Limited ("Metallum") in exchange for 100,000,000 newly issued 

Portex common shares valued at $0.06 per share, of which 90,000,000 shares will be 

immediately distributed to the ultimate beneficial shareholders of Metallum, with the result 

that the recipient of the largest number of such Portex shares will own 10.7% of Portex. Portex 

now has 164,984,302 common shares outstanding. Metallum owns 24 exploration licenses of 

which 8 are in Northern Ireland and 16 are in the Republic of Ireland. The aggregate license 

area is approximately 215,000 hectares. The Company has approximately $745,000 and 

$793,000 exploration commitments respectively for 2014 and 2015 in respect of the licenses 

recently acquired in Ireland and Northern Ireland.  

 

 On December 20, 2013, the Company entered into an arrangement agreement in respect of a 

proposed merger of European Uranium Resources Ltd. ("EUU") through a plan of 

arrangement under which EUU will acquire all of the outstanding common shares of the 

Company in exchange for EUU common shares. Under the plan of arrangement, Portex 

shareholders will receive 0.6 of an EUU common share in exchange for each Portex common 

share. Completion of the merger is subject to a number of conditions including obtaining all 

necessary approvals from the Portex and EUU shareholders, the Superior Court of Justice of 

Ontario and the TSX Venture Exchange including its approval of the listing of the merged 
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company's shares, completion of the merger by April 30, 2014 or such other date as may be 

mutually agreed and such other customary conditions for a transaction of this nature. The 

merger will be classified as a reverse takeover under the rules of the TSX Venture Exchange 

and upon completion of the merger, Portex shareholders would hold approximately 65% of the 

merged company with the remaining 35% being held by EUU shareholders. 

 

 On January 15, 2014, the Company announced that it had issued a promissory note with a 

principal amount of $75,000 at an annualized interest rate of 12%, with a maturity date of June 

30, 2014 and secured by the shares of the holding companies which indirectly hold the 

exploration licences in Spain and Portugal. The promissory note may be repaid in whole or in 

part at any time prior to maturity.  

 


