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The following is Management’s Discussion and Analysis (“MD&A”) of the activities, financial condition 
and results of operations of Excalibur Resources Ltd. (“Excalibur”, or the “Company”) to enable a 
reader to assess the financial condition and results of operations of the Company for the nine months 
ended February 28, 2014.  This MD&A has been prepared as at April 29, 2014 unless otherwise 
indicated.  This MD&A should be read in conjunction with our Consolidated Financial Statements and 
related notes for the year ended May 31, 2013 (“Consolidated Financial Statements”) which have 
been prepared in accordance with International Accounting Standard (“IAS”) 34 International Financial 
Reporting using the accounting policies consistent with International Financial Reporting Standards 
(“IFRS”) as issued by the IAS Board. All monies are expressed in Canadian dollars unless otherwise 
indicated. Additional information relevant to the activities of the Company, including press releases 
has been filed electronically through the System for Electronic Document Analysis and Retrieval 
(“SEDAR”) at www.sedar.com.  

CAUTIONARY NOTE 

This document contains or refers to forward-looking information. Such forward-looking information 
includes, among other things, statements regarding targets, estimates and/or other conditions, and is 
based on current expectations that involve a number of business risks, uncertainties and assumptions. 
Factors that could cause the Company’s actual results to differ materially from any forward-looking 
statements include, but are not limited to: exploration and development costs varying significantly from 
estimates; inflation; fluctuations in commodity prices; delays in development of any project caused by 
unavailability of equipment, labour or supplies, climatic conditions or otherwise; failure to raise 
additional funds required to finance the completion of a project and other factors. Given these risks 
and uncertainties, readers are cautioned not to place undue reliance on such forward-looking 
statements. These forward-looking statements are made as of the date hereof and we assume no 
responsibility to update them or revise them to reflect new events or circumstances, except as 
required by law.  

COMPANY OVERVIEW 

Excalibur (Toronto CSE:XBR, Frankfurt:X9CN, and OTCQX:EXCFF) was incorporated on May 11, 
1983 pursuant to the Company Act (British Columbia) under the name Cactus West Explorations Ltd. 
The Company's name was changed to Cimarron Minerals Ltd. and its share capital was consolidated 
on a five (old) for one (new) basis, on April 29, 1996. On May 1, 2000 the Corporation’s name was 
changed to DiscFactories Corporation, and its share capital was consolidated on a two (old) for one 
(new) basis and the Corporation was continued into the federal jurisdiction under the Canada 
Business Corporations Act.  The Corporation was extra-provincially registered in the Province of 
British Columbia on May 30, 2000.  On February 20, 2007 the Company completed a change of 
business transaction pursuant to which it changed its name from DiscFactories Corporation to 
Excalibur Resources Ltd.  The Company was registered in the Province of Ontario on January 24, 
2011. 

The Company holds a 49% interest in a Mexico corporation, “Minera Catanava S.A. de CV.”(“MCSA”) 
and an inactive US subsidiary, “Excalibur Resources (US) Inc.”, incorporated under laws of the State 
of Nevada on April 24, 2007. 

Excalibur’s head office and principal address has re-located to 8 King St. East, Suite 1010, Toronto, 
Ontario, M5C 1B5.  Its registered office is located at Suite 202, 750 West Pender Street, Vancouver, 
BC V6C 2T7. 

Excalibur is a junior exploration mining company focused on the discovery, development and mining 
of economically viable precious metal mineral resources.  
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The Company’s current portfolio of properties includes:   

 Catanava Project, Mexico – 49% interest [see below] in Mexican subsidiary with near-term 
production located in the Pinos Gold District (one of three bonanza gold districts mined by the 
Spanish since 1546) (“Catanava”); 

 Cariboo Project, BC, Canada – 100% interest in  claims which are contiguous to the Silver 
King Mine (“Cariboo”); and 

 Sturgeon Lake Project, ON, Canada – 100% interest in claims totaling 108 sq. kilometres or 
41 sq. miles located 10 to 15 kilometres east of Sturgeon Lake Mining Camp (former site of 
six VMS deposit mines) (“Sturgeon Lake”). 

 
 
TECHNICAL AND CORPORATE HIGHLIGHTS 
 
Catanava 

 Hiring of a new Plant Manager has resulted in several technical improvements being made in 
the plant to optimize production, including the construction of a flotation cell and the 
installation of a furnace [See Project Review] 

 Tested various vein material at Catanava [See press release dated February 6, 2014]  

 Produced 7 tons of concentrate 

 Made several dore tests 

 Mine development has advanced over 800 metres in 8 adits  
Corporate 

 Completed a private placement financing for proceeds of $300,000 with the issuance of 
2,500,000 units at $0.12 

 Completed an updated 43-101 for Catanava and submitted it to the TSXV to support the 
Company’s application to list its shares on that Exchange 

 Held AGM in Toronto on December 5, 2013;  all Directors were re-elected with the exception 
of Dianne Szigety who resigned her position as Director and Corporate Secretary prior to the 
AGM.  The Board thanks Ms. Szigety for her many years of service to Excalibur 

 Oscar Fitch Gomez, Mexico City, was elected as a new Director at the AGM. Mr. Fitch has 
several years of experience in advising companies and organizations in the design and 
execution of public affairs and communication strategies 
  

 
2014 STRATEGY AND OBJECTIVES 
 

 Achieve positive cash flow at Catanava 
 Continue to improve gold and silver recoveries 
 Raise additional funds to meet current obligations, make repairs, purchase equipment and 

expand operations 
 Continue to identify and evaluation additional properties with deposits that can be extracted at 

a low cost, and preferably already cash flow positive 
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Financial Position  
 
At period end, the Company had ~$115,000 available cash (~$1,700,000 at May 31, 2013) and 
accumulated losses of $13,373,191 (May 31, 2013 -- $12,782,762). As the Company has not 
achieved commercial production it will continue to incur losses. The Company’s continued existence is  
dependent upon obtaining the necessary financing to bring Catanava into profitable production. 
Management is pursuing several methods of raising additional funds needed to meet ongoing 
obligations, including a) the recovery of almost $374,000 IVA (Mexico value added tax), applying to 
the Mexico government for an equipment loan, securing a small revolving line of credit from a Mexico 
lending institution and further equity raisings.   

During the period, the Company continued to advance the Catanava project. This resulted in the 
outlay and deferral of $1,376,548 (2013 - $1,163,828) on exploration and development expenditures 
and $168,146 (2013 - $28,390) on property, plant and equipment costs. The Catanava project still 
requires approximately $100,000 working capital per month. This is primarily used for labour costs, 
equipment rentals, electricity, fuel, explosives and repairs. The largest piece of purchased equipment 
was a Symons design cone crusher. (See Project Review). Trade payables remained constant at 
$209,076 (compared to $223,414 in 2013). The majority of these expenses are short term (30 days) 
and relate to the Mexico operations. All expenditures directly related to the projects are capitalized in 
accordance with stated accounting policies. Costs of evaluating new or prospective projects are 
expensed along with general corporate expenditures. Given the current lack of investor interest in the 
resource sector, the Company has significantly reduced Canadian administration, financial consulting, 
investor relations, office rent and travel costs and reducing our head count by four people. This should 
decrease annual Canadian head office costs by $300,000.  

Operating Results 

For the nine months ended February 28, 2014, operating results before other income/expense items 
and stock-based compensation was $401,838 compared to $529,593 in 2013, or a decrease of 24%. 
Interest earned from deposits increased year over year from $20,059 to $25,338 however this trend 
will not continue as the Company has cashed in its short term investments to fund Catanava. The 
Company recorded a foreign exchange gain of $143,115 (compared to a forex loss in the same period 
in 2013 of $32,340); expenses of the Catanava project are incurred in Mexican pesos (MXN) and are 
therefore subject to translation gains and losses due to fluctuations in exchange rates. The spot rate 
for the MXN at June 1, 2013 was .0809 compared to .0836 at February 28, 2014, or an increase of 
3.3%. The Company does not undertake currency hedging activities to mitigate its foreign currency 
risk due to the infrequency and size of regular transactions. 

For the three months period ended February 28, 2014, the Company has already recorded a decrease 
in operations costs (net of stock-based compensation) of 53%, largely due to significantly reduced 
consultancy staffing and promotional and investor relations costs and by reducing travel and 
attendance costs of mining trade shows and organized IR presentations. Additionally the Company re-
located its corporate office to a smaller office space which dramatically reduced rent expense. This 
reduced operations cost trend should continue as long as mining equities capital markets remain 
sluggish.  

Cash Flows 

During the nine months ended February 28, 2014 the Company completed a non-brokered private 
placement financing for $300,000 through the sale of 2,500,000 units at $0.12 per unit, each unit 
consisting of one common share and one share purchase warrant exercisable at $0.15 for a period of 
two years. The investment environment of this reporting period was substantially different from the 
same period in 2013 as the appetite for Excalibur shares was significantly greater. Proceeds from 
private placements and the exercise of warrants totaled $2,849,250 in the prior year.  

Mining equities investors continue to shy away from investing in projects other than those with positive 
cash flow and low capital costs. Attracting new capital continues to be a challenge for the Company. 
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SELECTED PERIOD INFORMATION 

 

Financial Position 
February 28,  

2014($) 

May 31, 

2013($)  

Cash  114,607 1,695,545 

Prepaid expenses and sundry receivables 114,372 50,568 

Sales taxes receivable 373,760 289,294 

Exploration and evaluation assets 6,108,448 4,731,900 

Property, plant & equipment, reclamation 
bonds and guarantee deposits 373,818 270,478 

Total assets 7,085,005 7,037,786 

Total liabilities 219,076 233,414 

Shareholders’ equity  6,865,929 6,804,372 

Deficit (13,373,191) (12,782,762) 

Operating Results 
Nine months ended 

February 28, 2014($) 

Nine months ended 

February 28, 2013($) 

Interest income 25,338 20,059 

General and administrative expenses 401,838 529,593 

Stock-based compensation 351,986 91,243 

Loss before other income  753,824 620,836 

Other (income) expenses (168,453) 12,281 

Net loss and comprehensive loss 590,429 633,117 

Loss per share – basic and diluted $0.007 $0.009 

Weighted average number of common 

Shares outstanding – basic and diluted 78,452,304 66,863,831 

 

Three months ended 

February 28,  

2014($) 

Three months ended 

February 28,  

2013($) 

Interest income 1,434 20,059 

General and administrative expenses 93,801 201,541 

Stock-based compensation 341,500 80,502 

Loss before other income  435,301 282,043 

Other (income) expenses (48,608) (16,099) 

Net loss and comprehensive loss 386,693 265,933 

Loss per share – basic and diluted $0.005 $0.003 

Weighted average number of common 

Shares outstanding – basic and diluted 
78,508,164 75,718,146 
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Cash Flows 

Nine months ended 
February 28, 

 2014($) 

Nine months ended 
February 28, 

2013($) 

Purchase of equipment  (168,146) (28,390) 

Exploration and evaluation assets purchases (1,376,546) (1,163,828)   

Financing activities 300,000 2,849,250 

Net change in cash  (1,580,938) 1,105,223 

 

RESULTS OF OPERATIONS  

Financial Review – for the nine months ended February 20, 2014 

The Company depreciates its property, plant and equipment assets over their useful lives on a 
straight-line basis. Machinery and other equipment costs are amortized over 5 years and computer 
equipment and software purchases, and small tools, over 3 years. The major additions to machinery 
and equipment of $168,146 in late 2013 included the scooptram and cone crusher. 

Management and administration fees increased during the period, year over year, to $125,474 from 
$112,500 because management fees in the beginning of the reporting period increased to 
compensate for the full-time dedication required to oversee the advancement of the plant and mining 
operations at Catanava. The increased compensation was set and approved by the Board in 
accordance with comparable pay scales for mining executives. However, effective October 2013 
staffing was reduced and administration fees, if any, will be charged at hourly rates on an ‘as-needed’ 
basis. This should result in lower costs going forward. 

Promotional and investor relations expense significantly decreased by 48% year-over-year as 
management eliminated mining conferences attendance and broker and investor presentation 
opportunities (both domestically and abroad) thereby realizing a major savings.   

Regulatory and transfer agent fees during the period decreased by 39% from $37,915 in 2013 to 
$23,101 in 2014. This primarily occurred due to the one-time costs incurred in relation to listing the 
Company’s shares on the OTCQX. Management continues to look at more ways to take advantage of 
electronic media to disseminate its shareholder mailing materials and other communications. This 
should reduce costs while delivering open and effective communication on a timely basis. 

Stock-based compensation expense increased from $91,243 in 2013 to $351,986 in 2013. The value 
assigned in 2013 was calculated on only 700,000 stock options compared to the recent grant of 
3,800,000 stock options covering a 2 year period. Management believes the granting of stock options 
continues to be both a cash flow and cost effective way of attracting and incentivizing key personnel 
and consultants, although no stock options have ever been exercised. This cost is calculated using 
the Black-Scholes option pricing model upon granting stock options and certain parameters of this 
estimating tool are beyond the control of the Company. Whether or not the stock options will be 
exercised is also out of Management’s control and subject to the investing strategy and objectives of 
the option Holder.  

Strong movement in the Mexico peso resulted in a translation gain of $143,115 in the reporting period 
in 2014 compared to a translation loss of $32,340 recorded in 2013.  
 
For the three months ended February 28, 2014 the Company recorded a decrease in general and 
administrative costs from $201,541 (2013) to $93,801, due to cost savings from reduced staffing, 
smaller office space and tightened investor relations budgeting.   
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Project Review – 

 
Minera Catanava S.A. de C.V. – Mexico  
 
History and description of mining at Catanava - see Consolidated Financial Statements at May 31, 
2013 for description, history of prior exploration etc. 
 
Agreements and Commitments 
 
In September 2010, the Company entered into an agreement with Minera Apolo S.A. de C.V. 
(“MASA”), hereafter referred to as (the “Agreement”) under which the two companies would form a 
company (MASA 51%/49% Excalibur) called Minera Catanava S.A. de C.V. (“MCSA”). The purpose of 
MCSA was to develop and commence gold production on the 143 hectare Catanava property within 
the Municipality of Pinos, State of Zacatecas, Mexico.  
 
Under the terms of the Agreement, MASA would provide the Catanava property to MCSA and 
Excalibur is provide the financing for a 150 tonne-per-day (“tpd”) ball mill. Upon achieving commercial 
production each party would participate based upon its pro rata share in MCSA. 

On October 2, 2013 the Company announced that it had signed an Addendum to the Agreement to 
acquire 100% of the Pinos District mining claims held by its 51% partner MASA, in exchange for the 
forgiveness of the $2,000,000 of loans that the Company had advanced to finance the construction 
and operations of the plant. In addition, MASA will receive 2,000,000 shares of Excalibur upon 
completion of the transfer of the mining claims, when signed, notarized and registered in the Public 
Mines Registry in Mexico City.  

Further commitments of the Company include: 

i)  Payment of US$8,000 per month for rent on the old tailings pond area for which the surface 
land title is held by MASA, after MCSA begins to generate US$100,000 per month in positive cash 
flow; and 

ii)  MCSA agrees to increase the production output in the existing plant to 600 tpd over the next 
three years. 

On October 8, 2013 the Company announced it signed a second Addendum to the Agreement 
whereby it will increase its ownership in the 49% owned MCSA subsidiary, by acquiring an 11% stake 
from the 51% of the common shares held by its partner MASA, for US$1,000,000 and a 2% Net 
Smelter Return (NSR) royalty on anything produced in the Pinos District, excluding production from 
the existing Catanava area with the following condition: the Company will make the cash payments in 
four installments of US$250,000 over 4 years after Catanava reaches full production of three shifts per 
day or after reaching production of at least 100 tpd, whichever comes first.     

Until then, the Company continues to finance the ongoing exploration and development of the 
Catanava property which has resulted in full consolidation of the Catanava expenditures. 
 
Expenditures 
 
As of February 28, 2014 Excalibur had deferred a cumulative total of $4,112,629 (2013 -$2,216,587) 
for exploration and the construction of the Catanava plant and a total of $611,820 (2013 - $416,612) 
for equipment and tools purchases. See Additional Disclosure for Venture Companies without 
Significant Revenue for a breakdown of these costs.  
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During the optimization of the plant, several key pieces of equipment have been completely replaced 
or upgraded to maximize production. The Company plans to acquire and install more flotation cells 
later in the year to further improve operations.  
 
Production Update 
 

- concentrate testing work, including assay results from a commercial lab has indicated that 
there is reasonable potential to produce between 300 and 500 grams of gold per ton and 
approximately 1 to 2 kilograms silver per ton of concentrate 

- production to date has yielded  7 tons of concentrate  
- dore testing has produced several one ounce buttons 
- the Company continues its efforts to optimize mining methods in terms of mine dilution in 

order to improve margins per tonne  
- recent challenges include the periodic breakdown of equipment including the ball mill, 

scooptram, the mud pump and water shortages 
- ongoing government environmental, labour and military inspections 
- getting permits for ‘official’ full production and expanded operations 

 
Development Update 
 
Mining operations have advanced more than 800 meters in 8 adits and including the new Natas and 
Penitas gold veins. The Company is in the process of developing a more flexible mine plan combining 
the most optimum feed from the various underground mines. In 2014, approximately 2060 tons have 
been sent to the mill with an internally estimated average coarse grade of 2.41 g/t Au and 84.93 g/t Ag 
with an additional 460 tons of ore is currently in stockpiles. 
 

 
Cariboo Claims - British Columbia - Canada 
 
History and description of exploration at Cariboo - see Consolidated Financial Statements at May 
31, 2013 for full technical description of history of prior exploration and results etc. 
 
Agreements and Commitments 
 
In July 2013 Excalibur announced that it had exercised its option to acquire the five Cariboo claims 
following completion of commitments outlined in the original option agreement.  From 2008 to 2011, 
Excalibur conducted mapping and sampling programs in the area, the results of which lead to a 2011 
trenching program. The 2012 trenching and drilling program on the Cariboo property was a 
continuation of exploration work to follow up positive results from the previous work.   
 
Going forward, Excalibur will be required to issue 25,000 common shares to the Optionor on receipt 
by the Company of a positive feasibility study, either in the form of a preliminary feasibility study or a 
bankable study, or upon commencement of commercial production. The Optionor is entitled to receive 
a 2% Net Smelter Return royalty on each of the mineral tenures. Upon commencement of commercial 
production the Company will have the right to purchase 50% of the NSR for $500,000. 
 
Expenditures 
 
To date the Company has deferred a total of $360,520 on this project, primarily for the summer field 
and drill programs completed in 2011 and late 2012.  
 
 

Next Steps - The Company is currently focusing on advancing the Mexico project.  
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Sturgeon Lake Claims, Ontario – Canada 
 
History and description of exploration at Cariboo - see Consolidated Financial Statements at May 
31, 2013 for full technical description of history of prior exploration and results etc. 

Expenditures and Commitments 

In order to maintain these claims, the Company must spend between $1,200 - $6,400 per claim, within 
two years from the date the claim was staked. Based on the program spending in 2010, the claims are 
in good standing, with all Claim Due Dates between June 7, 2014 and April 2, 2015. To date the 
Company has spent $1,635,299 exploring this project. 
 
Next Steps - The Company is currently focusing on advancing the Mexico project.   

 
Silver King Property – British Columbia - Canada 
 
On July 13, 2012 the Company announced that it had terminated its option to acquire the Silver King 
Property in order to focus its resources on the Catanava gold production project in Mexico. In 
accordance with the Company’s impairment policy, it wrote off the carrying value of $836,700 at May 
31, 2012, being the total Silver King project costs incurred to date.  
 
 
ADDITIONAL DISCLOSURE FOR VENTURE COMPANIES WITHOUT SIGNIFICANT REVENUE 
 
 
EXPLORATION AND EVALUATION EXPENDITURES 
 
During the period, a total of $1,328,563 was deferred to exploration and evaluation expenditures (2013 
- $1,163,828). 100% of these costs were incurred at Catanava (compared to 76% in the same period 
in the prior year.) Management made the decision to focus its resources on the near term production 
potential at Catanava rather than continue Canadian exploration on the Cariboo and Sturgeon Lake 
projects, back in May 2012. The Company has maintained its Canadian claims in good standing 
thereby allowing Management time to carefully consider next steps.   
 
The Catanava mining operations costs are categorized as related to security, plant, general mining, 
laboratory costs and overhead.  
 
In each category, the costs include salaries and benefits, technical assessment, geology, sampling 
and testing, roads and other maintenance, utilities, and environment studies, where applicable.  
 
 

 
Nine months ended February 28, 

 
TOTALS 

 Catanava Cariboo Sturgeon Lake   

 2014 2013 2014 2013 2014 2013 2014 2013 

mining 320,052 228,083 - - - - 320,052 228,083 

lab 113,669 43,888 - - - - 113,669 43,888 

plant 438,695 241,649 - - - - 438,695 241,649 

security 46,855 17,477 - - - - 46,855 17,477 

assays 16,520 14,132 - 8,066 - - 16,520 22,198 

geology 99,335 61,004 - 59,750 - (3,391) 99,335 117,363 

drilling - - - 189,630 - -  189,630 

gen.&admin. 341,422 278,540 - - - - 341,421 278,540 

acquisition - - - 25,000 - -  25,000 

TOTAL 1,376,548 884,773 - 282,446 - (3,391) 1,376,548 1,163,828 

 



Excalibur Resources Ltd. 

Management’s Discussion & Analysis  
Nine months ended February 28, 2014 

 

- 10 - 

SEGMENTED INFORMATION 

At February 28, 2014, the Company has one operating and reporting segment and two geographical 
segments, being the Mexican mining operations (Minera Catanava) and Canada exploration activity 
(Cariboo Claims and Sturgeon Lake). The Company's information about its assets and net loss by 
geographic location is detailed below. 

 

 

February 28, 2014 
Property, Plant 
and Equipment 

        Mining 
     Interests Total Assets 

 
    Net Loss 

 
Canada   $    1,357 

 
  $1,995,819        $ 2,202,291        $(611,137) 

 
Mexico     348,549      4,112,629           4,882,714              20,708 

  

  $349,906 
 

   $6,108,448 $7,085,005 $(590,429) 

 

February 28, 2013 
Property, Plant 
and Equipment 

Mining 
Interests Total Assets 

 

Net Loss 

 
Canada       $   1,814                                              $1,992,803 $4,095,843 $(633,117) 

 
Mexico        245,785         2,216,587   3,107,826  - 

  

     $247,599      $4,209,390 $7,203,669 $(633,117) 

 

SUMMARY OF QUARTERLY RESULTS  

 

 (1)  Basic and diluted loss per share are equal 

 
LIQUIDITY, CAPITAL RESOURCES AND BUSINESS PROSPECTS  
 
The Company’s primary objective with respect to its capital management is to ensure that it has 
sufficient cash resources to further exploration on its properties, advance production at Catanava and 
meet its working capital needs in both Canada and Mexico.  
 
At February 28, 2014, the Company had current assets of $602,739 (May 31, 2013 - $2,035,408) to 
settle current liabilities of $209,076 (May 31, 2013 - $233,414). The Catanava project requires 
approximately $100,000 per month for working capital plus equipment purchases. Operations costs 
include labour, equipment rentals, explosives, electricity, fuel and repairs. Management is 

Selected Period 
Information 

Q3-2014 
$ 

Q2-2014 
$ 

Q1-2014 
$ 

Q4-2013 
$ 

Revenues NIL NIL NIL NIL 

Expenses 435,301 130,978 192,603 390,370 
Net loss  (386,693) (87,329) (192,738) (377,260) 
Deficit, end of Quarter 13,373,191 13,062,829 12,975,500 12,782,427 
Loss per share 

(1)  
$0.005 $0.001 $0.002 $0.006 

Selected Period  
Information 

Q3-2013 
$ 

Q2-2013 
$ 

Q1-2013 
$ 

Q4-2012 
$ 

Revenues NIL NIL NIL NIL 
Expenses 282,043 159,886 207,298 1,018,302 
Net loss  (265,933) (159,886) (207,298) (1,018,302) 
Deficit, end of Quarter 12,276,034 12,010,101 11,850,215 11,642,917 
Loss per share

(1)
 $0.003 $0.002 $0.003 $0.017 
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investigating alternative means of financing the Mexico operations including a government loan from 
FIFOMI for the purchase of flotation cells, a scooptram, drills, lab equipment and a second ball mill. 
Overhead for operating Excalibur as a publicly-traded entity is approximately $20,000 per month. The 
majority of these costs are management, accounting, audit, insurance, regulatory, transfer agent and 
shareholder communication costs. The Company has already reduced management, administration 
and investor relations fees by replacing ongoing contracts with arrangements for services to be 
provided on an ‘as needed’ basis with billings rendered at hourly rates. However despite implementing 
such cost saving measures, the Company’s continued existence is dependent on its ability to secure 
additional cash resources to meet its ongoing financial obligations. Management is still aggressively 
trying to recover some or all of the Mexico sales taxes but the reality is that achieving gold production 
and  positive cash flow, at Catanava, is now paramount to Excalibur’s advancement.  

The Company remains debt free and its credit and interest rate risks are minimal. Trade payables and 
accrued liabilities are short-term and non-interest bearing. The majority of these liabilities are related 
to the mining operations at Catanava.  

The Company will continue to be financing-dependent until achieving positive cash flow from 
operations however, Management anticipates that it will be able to raise sufficient cash to fund its 
operations in the future through positive cash flow from operations, equity financing, the exercise of 
options and warrants, joint venture arrangements, equipment or other asset-based loans or the 
disposition of non-core assets.  
 
Commitments 

See Project Review 

As of February 28, 2014, the Company has met all its ongoing obligations to maintain its rights and 
interests in the Company’s mineral properties. 
 
Contractual Obligations and Investor Relations 
 
i) Effective March 15, 2013 the Company engaged the services of Torrey Hills Capital, Inc. to 

provide investor relations services through investor and show meetings, public relations and on-
line media. Terms of the engagement include compensation of $6,500 USD monthly and the 
granting of 200,000 stock options to purchase common shares of the Company for up to three 
years, at $0.25 per share. There are no months remaining for the monthly compensation. 

Contingencies 

The Company’s exploration and development planning activities are subject to various government 
laws and regulations relating to the protection of the environment. These environmental regulations 
are continually changing and becoming more restrictive. As of February 28, 2014, the Company does 
not believe there are any significant environmental obligations requiring capital outlays in the near-
term other than for the tailings pond, however Management expects to make expenditures to comply 
with such laws and regulations, in the future. 
 

Management of Capital and Business Prospects 

The Company's objective when managing capital is to maintain its ability to continue as a going 
concern in order to provide returns for shareholders. The Company includes equity, comprised of 
issued capital stock, warrants, contributed surplus and deficit, in the definition of capital. Management 
adjusts the capital structure as necessary in order to support the discovery, acquisition, development 
and mining of economically-viable precious and base metal mineral resources. Liquidity risk arises 
through an excess of financial obligations over financial assets at any point in time. Historically the 
Company has been successful in attracting capital investment to grow its operations and meet its 
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financial obligations however the continuing weakened mining equity market has impacted Excalibur’s 
equity raising opportunities and therefore the scarcity of investment dollars has resulted in an increase 
for the Company in liquidity risk. As previously noted above, Management is investigating several 
alternate means of financing operations.    

The Company is not subject to externally imposed capital requirements and Management reviews its 
capital management approach on an ongoing basis and given the relative size and nature of the 
Company believes this approach is appropriate. 

In terms of business prospects, the Company is currently focusing on its Mexico mining operation 
because it is in development and therefore the closest to generating cash.   

.SHARE CAPITAL 

As at  February 28, 
2014 

May 31, 2013 

Issued shares outstanding 80,924,831 78,424,831 

Stock options outstanding 7,322,250 4,609,750 

Warrants outstanding 2,500,000 16,520,267 

Total Share Capital – Common Shares - Fully Diluted 90,747,081 99,554,848 

Stock-based Compensation  

The Company maintains a Stock Option Plan (the "Plan") for the benefit of directors, officers, 
employees and consultants.  The maximum number of common shares reserved for issuance with 
respect to the Plan cannot exceed 10% of the issued and outstanding common shares of the 
Company at the date of grant.  Stock options granted generally vest immediately.  

i) On March 15, 2013, June 15, 2013, September 15, 2003, and December 15, 2013, tranches of 
50,000 stock options, previously granted on March 15, 2013, to Torrey Hills Capital, Inc., vested.  A 
total value of $31,008 was calculated as the fair value of the stock option grants using the Black-
Scholes option pricing model using the following assumptions: expected forfeiture rate 0%, dividend 
yield 0%, expected volatility 100%, a risk-free interest rate of 1.15%, an expected life of 3 years and a 
share price of $0.25.    

(ii) On July 4, 2013 a total of 37,500 stock options granted to a consultant, expired, unexercised. 

(iii) From December 1, 2013 to February 28, 2014 a total of 1,050,000 stock options granted to 
directors, officers and consultants were cancelled.  

(iv) On February 28, 2014 the Company granted 3,800,000 stock options to directors, officers and 
consultants. Each option is exercisable to acquire one common share at a price of $0.12.  These 
options mature on February 28, 2019.  The value of $340,633 assigned to the options was calculated 
using the Black-Scholes option pricing model using the following assumptions:  Forfeiture rate 0%, 
Dividend yield 0%, expected volatility 100%, a risk-free interest rate of 1.62% and an expected life of 5 
years.  

At period end, the Company had 7,322,250 outstanding stock options (May 31, 2013 – 4,609,750), at 
exercise prices ranging from $0.12 to $0.27. There are 770,233 stock options available for future 
granting under the Plan. 
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Warrants 

During the nine months ended February 28, 2014, there were no exercises of warrants and a total of 
16,520,267 warrants expired, unexercised. On February 25, 2014 the Company completed a private 
placement of 2,500,000 units for proceeds of $300,000. Each unit was comprised of one common 
share and one share purchase warrant with an exercise price of $0.15 which expire on February 25, 
2016. 

At period end there were 2,500,000 warrants, issued and outstanding (May 31, 2013 – 16,520,267). 
Management does not know when and how much will be collected from the exercise of such securities 
as it is dependent on the determination and investment pursuits of the warrant holders.  

OFF BALANCE SHEET ARRANGEMENTS  

The Company currently has no off balance sheet arrangements or obligations other than mineral 
property option payments and exploration expenditures commitments. 

PROPOSED TRANSACTIONS 

The Company has no immediate intent to acquire any additional, or dispose of, any asset of the 
Company, however, from time to time the Company may acquire or dispose of property assets as 
exploration results, opportunities, competitive nature of the business, venture-capital and 
management may determine. 

ASSESSMENT OF RECOVERABILITY OF MINERAL PROPERTY COSTS 

The Company’s recorded value of its exploration properties is based on historic costs that expect to 
be recovered in the future. The Company’s recoverability evaluation is based on market conditions for 
minerals, underlying mineral resources associated with the properties and future costs that may be 
required for ultimate realization through mining operations or by sale. 

ASSESSMENT OF RECOVERABILITY OF DEFERRED INCOME TAX ASSETS 

In preparing its Consolidated Financial Statements, the Company is required to estimate its income 
tax obligations. The process involves estimating the actual tax exposure together with assessing 
temporary differences resulting from differing treatment of items for tax and accounting purposes. The 
Company assesses, based on all available evidence, the likelihood that the future income tax assets 
will be recovered from deferred taxable income and, to the extent that recovery cannot be considered 
“more likely than not”, a valuation allowance is changed in a period, an expense or benefit must be 
included within the tax provision on the income statement. 

ASSESSMENT OF RECOVERABILITY OF GST/HST/IVA RECOVERABLE 

The carrying amount of GST/HST/IVA recoverable is considered representative of its respective value. 
The Company assesses the likelihood that these receivables will be recovered and, to the extent that 
recovery is considered doubtful a provision for doubtful accounts is considered.  
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RELATED PARTY TRANSACTIONS  

(i) During the nine months ended February 28, 2014, total management fees of $106,360 (2013 - 
$81,000) were paid to Timothy Gallagher, director, Chairman and Chief Executive Officer and 
Andrew Robertson, director. Administration fees of $19,114 (2013 - $31,500) were paid to PubliCo 
Services Ltd., (“PubliCo”), a company controlled by Dianne Szigety, former director and Corporate 
Secretary. Accounting consulting fees of $12,590 (2013 - $5,750) were invoiced by DMc Corporate 
Services Inc., (“DMc”), a company controlled by Donna McLean, Chief Financial Officer.  Included in 
accounts payable and accrued liabilities at period end is $2,000 (2013 - $2,373 was owed to DMc).  

(ii) During the three months ended February 28, 2014 total management fees of $30,000 (2013 - 
$27,000) were paid to Timothy Gallagher, director, Chairman and Chief Executive Officer and 
Andrew Robertson, director. Administration fees of $NIL (2013 - $10,500) were paid to PubliCo 
Services Ltd., (“PubliCo”), a company controlled by Dianne Szigety, former director and Corporate 
Secretary. Accounting consulting fees of $2,000 (2013 - $3,850) were invoiced by DMc Corporate 
Services Inc., (“DMc”), a company controlled by Donna McLean, Chief Financial Officer.  Included in 
accounts payable and accrued liabilities at period end is $2,000 (2013 - $2,373) owed to DMc).  

The Company currently has no full-time employees and engages consultants to provide management, 
administrative and technical services to the Company. Certain consultants are also directors and 
officers of the Company. 

FINANCIAL INSTRUMENTS AND RELATED RISKS 

The Company manages capital and its exposure to financial risks by ensuring it has sufficient financial 
capacity to support its exploration development plans and long-term growth strategy. 

The Company is subject to various financial risks that could have a significant impact on financial 
conditions and the Company’s ability to advance its exploration projects.  These risks include liquidity 
risk, credit risk, fair value of financial instruments, currency risk and global financial market conditions 
relating to interest rates and mineral commodity prices. 

Liquidity Risk 

Liquidity risk is the risk that an entity will encounter difficulty in realizing assets, discharging liabilities 
or otherwise raising funds to meet commitments associated with financial instruments.  

As it has no guaranteed source of income, the Company’s approach to managing liquidity risk 
is to ensure that it will have sufficient liquidity to discharge its liabilities as they come due. As 
previously noted, there can be no assurance that it will be successful in its efforts to arrange 
additional financing, in amounts required to satisfy the Company’s operational needs, on 
terms satisfactory to the Company. 

Credit Risk 

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

The Company is not exposed to credit risk attributable to customers. Additionally, the 
Company’s cash is lodged with highly-rated Canadian financial institutions. Management has 
assessed the risk of loss due to credit risk as remote.   
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Fair Value of Financial Instruments 

Fair value estimates are made at a specific point in time, based on relevant market information and 
information about financial instruments. These estimates are subject to and involve uncertainties and 
matters of significant judgment, therefore cannot be determined with precision. Changes in 
assumptions could significantly affect the estimates.  

The carrying value of the Company’s financial instruments approximates their fair values due 
to the relatively short periods to maturity of these instruments. 

Currency Risk 

Currency risk is the risk that the fair value of, or future cash flows from the Company’s financial 
assets, will fluctuate because of changes in foreign exchange rates. The Company continues to fund 
exploration and administrative expenditures in Mexico, on a cash call basis, using Mexico pesos 
converted from Canadian dollar wire transfers. The Company is therefore subject to gains and losses 
that may arise due to fluctuations in the Mexico peso against the Canadian dollar which is the 
Company’s functional currency.  

The Company has experienced a significant movement in the Mexico peso during the reporting 
period and remains cognizant that the Company could be subject to fluctuations in currency 
risk from its operations, which could be significant. Management believes that the Company’s 
currency conversions are best served by not employing a hedging strategy due to the 
infrequency and size of its foreign currency transactions.   

Global Financial Market Conditions 

Events and conditions in the global financial markets, particularly over the last two years continue to 
impact commodity prices, interest rates and currency rates. These conditions, as well as market 
volatilities, may have a positive or negative impact on the Company’s operating costs, project 
exploration and development expenditures, and planning the Company’s projects.   

Management focuses on what is within its control and continues to monitor all aspects of 
financial markets and their potential impact on the Company’s operations. 

 
PROPOSED TRANSACTIONS 
 
Management continues to identify and evaluate potential near-term producing, cash flow positive 
projects, but there are no concrete proposed transactions contemplated at period end.  

CRITICAL ACCOUNTING ESTIMATES 

The preparation of the Company’s Consolidated Financial Statements under IFRS requires 
Management to make certain estimates and assumptions that affect the amounts reported in the 
Consolidated Financial Statements. The accounting estimates considered to be significant are the 
valuation of the Company’s resource assets and equity instruments. While Management believes that 
these estimates and assumptions are reasonable, actual results could vary significantly. 
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RISKS AND UNCERTAINTIES ASSOCIATED WITH MINING 

The Company’s common shares should be considered speculative due to the nature of its business 
and the present stage of its development and the location of its properties in Ontario, British Columbia 
and Mexico. The business of the Company is subject to a variety of risks and uncertainties including 
those listed below. These risk factors are not a definitive list of all risk factors associated with an 
investment in the Company or in connection with the Company’s operations and any of these risk 
elements could have a material adverse effect on the business of the Company.  

Exploration Development and Operating Risk 

Mineral exploration involves many risks, which even a combination of experience, knowledge and 
careful evaluation may not be able to overcome. Operations in which the Company has a direct or 
indirect interest will be subject to all the hazards and risks normally incidental to exploration and 
development, any of which could result in work stoppages, damage to the property, and possible 
environmental damage. None of the properties in which Excalibur has an interest have a known body 
of commercial ore. Mining involves a high degree of risk and few properties that are explored are 
ultimately developed into producing mines.  There is no assurance that any of Excalibur’s mineral 
exploration and development activities will result in discoveries of commercially viable bodies of ore. 

Management of Excalibur attempts to mitigate the risks associated with mining by hiring staff 
with proven knowledge and experience, operating in safe countries with relatively stable 
economies and good infrastructure, selecting projects located in low-cost jurisdictions, with 
relatively moderate and secure access and transparent permitting procedures.  

 
Title 

Title to mineral properties may be subject to unregistered prior agreements or transfers, and may also 
be affected by undetected defects or the rights of indigenous peoples. 

Although the Company has taken steps to verify the title to its mineral properties in Mexico 
and Canada, (in accordance with industry standards for the current stage of exploration and 
development of such properties), these procedures do not guarantee title (whether of the 
Company or of any underlying vendor(s) from whom the Company may be acquiring its 
interest).  

Foreign Country Risk 

Management is currently focusing on developing its project in Mexico due to the short-term timeline to 
achieve production (and its resulting revenue stream). By its very nature, development in a foreign 
jurisdiction bears certain risks such as potential economic and political instability. Other changes that 
can occur include a change of government that may void or change the laws and regulations that the 
Company is relying upon. Additionally, currently there are no restrictions on the repatriation from 
Mexico of earnings to foreign entities. However there can be no assurance that restrictions on 
repatriation of earnings will not be imposed in the future. Further it is desirable to be operating within a 
foreign jurisdiction experiencing economic stability but Mexico’s financial health is heavily intertwined 
with that of the U.S. and that economy is struggling due to the weakened US dollar against other world 
currencies.  

Management mitigates foreign country risk by keeping apprised of the United States and 
Mexico’s economic and political climate and by relying on the Project’s country manager to 
inform Management of any proposed change to the laws and regulations that could 
significantly impact the financial results of the Company.  
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Environmental Matters  
 
Existing and possible future environmental legislation, regulations and actions could cause significant 
expense, capital expenditures, restrictions and delays in the activities of the Company, the extent of 
which cannot be predicted and which may well be beyond the capacity of the Company to fund. The 
Company’s right to exploit any mining properties will be subject to various reporting requirements and 
to obtaining certain government approvals and there can be no assurance that such approvals, 
including environment approvals, will be obtained without inordinate delay or at all. 
 
The Company conducts its operations so as to protect public health and the environment and 
believes its operations are materially in compliance with all applicable laws and regulations. 
Management is unaware of any known environmental matters that require remedial action.   

 
Commodity Prices 
 
The price of the Company’s common shares, its financial results, exploration and development 
activities have been, or may in the future be, adversely affected by declines in the price of gold and/or 
other metals. Gold prices fluctuate widely and are affected by numerous factors beyond the 
Company’s control. The effect of these factors on the price of precious and base metals, and therefore 
the economic viability of the Company’s exploration projects, cannot accurately be predicted. 
Excalibur does not have a hedging policy and has no present intention to establish one.  
 
Despite historically buoyant precious metal prices, the investor appetite for mining stocks 
continues to languish and remains sensitive to fluctuating commodity prices.  Accordingly, the 
Company has no protection from declines in commodity prices or the impact that they could 
have on the Company’s common share price and/or financial results.  
 
OUTSTANDING SHARE DATA 
 
The Company has one class of common shares and is authorized to issue an unlimited number of 
common shares without par value.   
 
As at February 28, 2014 the Company had the following share data outstanding: 

 80,924,831  common shares 

 2,500,000 common share purchase warrants with an exercise price of $0.15 

 7,322,250 stock options with exercise prices ranging from $0.12 to $0.27 
 

OUTLOOK  
 
Excalibur’s Strengths: 

 seasoned management, engineering, mining operations and exploration team 

 near-term producing project in Mexico, low cost jurisdiction 

 favourable mining and exploration logistics- prior resources reported, good infrastructure, 
approved permits 

 
Excalibur’s Challenges: 

 raising capital to cover expenses until operations profitable  

 achieving positive exploration and production results 

 dependent on buoyant commodity price to attract and maintain investor support 

 identifying, financing and procuring additional projects to expand asset base   


