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2. Corporate Structure 

 
2.1 Corporate Name 

 

CHLORMET TECHNOLOGIES, INC. 

#350, 409 Granville Street,  

Vancouver, BC, V6C 1T2 

 

(the “Company”) 

 
2.2 Incorporation 

 
Chlormet Technologies, Inc. is a British Columbia company whose principal business activities are the 
exploration and development of mineral properties. The Company was incorporated on June 24, 2004 
pursuant to the Business Corporations Act (British Columbia) under the name “0698428 B.C. Ltd.” and, since 
that time, has changed its name to “High Ridge Resources Inc.”, “New High Ridge Resources Inc.”, “Newton 
Gold Corp.” and, finally, to “Chlormet Technologies, Inc.” The Company is a reporting issuer in British 
Columbia, Ontario and Alberta, and its common shares trade on the TSX-V under the symbol “CMT.” 
 
Since incorporation, the Company has undertaken steps to develop its business, including, among other 
things, recruiting directors and officers with the skills required to operate a public mining exploration 
company, entering into a Mineral Property Purchase Agreement to acquire a qualified property in exchange 
for shares and raising sufficient capital to commence initial exploration on the Chuchi Property. 

 
2.3 Intercorporate Relationships 

 
The Company currently has no subsidiaries. 
 
 

2.4 Requalification 

 
The Company is not requalifying following a fundamental change and is not proposing an acquisition, 
amalgamation, merger, reorganization, or arrangement other than what is included in this document. 

 
2.5 Incorporation outside Canada 

 
The Company is not incorporated outside of Canada. 

3. General Development of the Business 

 
3.1 General Business 

 
The Company was incorporated on June 24, 2004 pursuant to the Business Corporations Act (British 
Columbia) and has been on the TSX-V as a Tier 2 mining Company since 2005, originally as High Ridge 
Resources Inc.  
 
Since inception the Company’s primary business has been the acquisition and exploration of mineral 
properties in British Columbia.  However, in October 2012, the Company signed a Letter of Intent to acquire 
an option to purchase up to a 100% interest in the Sibley Road property located in Halifax County, Nova 
Scotia signaling a shift in focus to clay deposits.  As such, the Company brought on a new president that had 
owned the rights to a proprietary technology for the extraction of aluminum and silicon metal from clay 
deposits and the Company changed its name to Chlormet Technologies, Inc. on November 7, 2013. 
 
On June 6, 2013, the Company signed a Letter of Intent to acquire an option to purchase up to 100% of the 
Pugu Hills property located in Tanzania. 
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Subsequently, both options were terminated and the president’s contract was terminated, leaving the 
Company with only its properties located in British Columbia.   
 
On March 26, 2014, the Company acquired a 16.5% interest in AAA Heidelberg, a private company located 
in Ontario, for $120,000.  The Company also signed a Letter of Intent with the principals of AAA Heidelberg 
whereby the Company has been granted the exclusive option to acquire the balance of the 83.5% interest 
subject to certain conditions including the grant of a Marihuana for Medical Purposes Regulations (“MMPR”) 
license and by issuing up to 16,000,000 common shares of the Company to the vendors of AAA Heidelberg.  
The Letter of Intent is non-binding on the parties until such time as certain conditions have been met, 
including the grant of a MMPR licence to AAA Heidelberg.   
 
As a result of the announcement of the letter of intent with AAA Heidelberg on March 26, 2014, the shares of 
the Company were halted on April 4, 2014 at the request of the TSX-V.  The TSX-V has advised the 
Company that the Letter of Intent entered into between the Company and AAA Heidelberg constitutes a 
Change of Business, as such term is defined by the TSX-V.  The Company anticipates that trading may 
remain halted until filings prescribed by the Change of Business policy are accepted by the TSX-V, or such 
other time as dictated by the TSX-V. In the interim, the Company is seeking a delisting from the TSX-V and 
the listing of its common shares on the Canadian Securities Exchange (“CSE”).  

 

 
3.2 Significant Acquisitions and Dispositions 

 
As mentioned above on March 26, 2014, the Company acquired a 16.5% interest in AAA Heidelberg, a 
private company located in Ontario, for $120,000.  The Company also signed a Letter of Intent with the 
principals of AAA Heidelberg whereby the Company has been granted the exclusive option to acquire the 
balance of the 83.5% interest subject to certain conditions, including the grant of a MMPR license and by 
issuing up to 16,000,000 common shares of the Company to the vendors of AAA Heidelberg.   

 

The Company is of the opinion that the purchase of AAA Heidelberg following the listing of the Company’s 

shares on the CSE will trigger a Change of Business and intends to facilitate that transaction by filing the 

appropriate paperwork with the CSE and disclosing:  

 

(a) the nature of the assets acquired or disposed of or to be acquired or disposed of: 
 
 AAA Heidelberg is a private Ontario company that currently owns a secure 8,800 square foot 

commercial building and real property located in London, Ontario.  Since December 2013 AAA 
Heidelberg has had an application pending with Health Canada for a new MMPR license for the 
production of up to 1,320 pounds of marijuana in the first year. 

 
(b) the actual or proposed date of each significant acquisition or significant disposition: 
 

The Company has not finalized the transaction with AAA Heidelberg and the Company is proceeding 
with its due diligence review of AAA Heidelberg. The Company does not know, nor can it predict the 
timeframe for AAA Heidelberg to complete the application process and receive a response from Health 
Canada; accordingly, there is no certainty that AAA Heidelberg will be granted a license under MMPR, 
or that a transaction with AAA Heidelberg will be completed.    

 
(c) the consideration, both monetary and non-monetary paid, or to be paid, to or by the Company: 
 
 16,000,000 common shares of the Company, payable to the vendors of AAA Heidelberg 
 
(d) any material obligations that must be complied with to keep any significant acquisition or significant 

disposition agreement in good standing: 
 
 There is nothing from the Company’s side that needs to be complied with to keep this agreement in 
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good standing.  It is a condition precedent to the transaction that AAA Heidelberg obtain a MMPR 
license. 

 
(e) the effect of the significant acquisition or significant disposition on the operating results and financial 

position of the Company: 
 

The proposed acquisition of AAA Heidelberg could create a significant revenue stream for the 
Company and as such would prompt a Change of Business of the Company.  If the transaction with 
AAA Heidelberg closes, the Company will also continue its operations as a mineral exploration 
company. 

 
(f) any valuation opinion obtained within the last 12 months required under Canadian securities 

legislation, a directive of a Canadian securities regulatory authority, or a requirement of a Canadian 
stock exchange or other Canadian market to support the value of the consideration received or paid by 
the Company or any of its subsidiaries for the assets, including the name of the author, the date of the 
opinion, the assets to which the opinion relates and the value attributed to the assets: 

 
 The Company is currently completing its due diligence of AAA Heidelberg. 
 
(g) whether the transaction is with a Related Party of the Company and if so, disclose the identity of the 

other parties and the relationship of the other parties to the Company. 
 
 Chris Hornung, a director of the Company is a shareholder and president of AAA Heidelberg. 

 
 
3.3 Trends, Commitments, Events or Uncertainties 

 
There are no current trends in the Company's business that are likely to impact on the Company's 
performance. Refer to discussions set out in section 4 Narrative Description of the Business; section 6 
Management’s Discussion and Analysis, and section 17 Risk Factors. 
 
 
4. Narrative Description of the Business 

 
4.1 General 

 

(1) Business of the Company 

 

(a) Business Objectives 

 
The principal business of the Company is the acquisition, exploration and, if warranted, development 
of natural resource properties of merit in North America.  The Company intends to keep its 
exploration property, the Chuchi Property, but may try to find a joint venture partner to advance the 
property.  For more information about the Chuchi Property, see Appendix A: Mineral Property. 
 
The Company also plans to diversify into the medical marijuana business sector.  The Company 
recently announced its intent to move into the medical marijuana industry.  On March 26, 2014, the 
Company acquired a 16.5% interest in AAA Heidelberg, a private company located in Ontario, for 
$120,000.  The Company has signed a Letter of Intent with the principals of AAA Heidelberg 
whereby the Company has been granted the exclusive option to acquire the balance of the 83.5% 
interest subject to certain conditions, including the grant of a MMPR license and by issuing up to 
16,000,000 common shares of the Company to the vendors of AAA Heidelberg.   
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Over the next 12-month period, the Company: 

 
 (i) plans to diversify its current business by entering into the medical marijuana business sector 

by purchasing the remaining 83.5% interest in AAA Heidelberg and raising venture capital 
for the development of AAA Heidelberg; 

 

(ii) intends to keep its Chuchi mineral property in good standing and seek out a joint venture 

partner to continue exploring the property; and 

 

(iii) will undertake to identify additional medical marijuana related opportunities. 
 

(b) Significant Events or Milestones 
 
 See 3.1 and 3.2 above. 
 
(c) Total Funds Available 
 

At the fiscal year ended December 31, 2013, the Company had cash on hand of $5,372 with a 
working capital deficiency of $500,937 and an accumulated deficit of $11,525,061. The Company 
has historically relied upon equity financings to satisfy its capital requirements and will continue to 
depend heavily upon equity capital to finance its activities.  As at the most recent month-end, the 
Company had $0 in working capital. 
 
Subsequent to the year end, on March 10, 2014, the Company issued 13,256,000 units at $0.05 per 
unit for gross proceeds of $662,800.  Each unit consists of one common share and one share 
purchase warrant of the Company.  Each warrant is exercisable to purchase one common share of 
the Company until September 10, 2015 at $0.075 per share.  The full issue price was allocated to 
the common shares.  Finders’ fees were paid in the amount of $15,600 along with the issuance of 
312,000 agent warrants.  Each agent warrant is exercisable to purchase one common share of the 
Company until September 10, 2015 at $0.075 per share.  These agent warrants have a fair value, 
calculated using the Black-Scholes option pricing model, of $42,959 or $0.14 per option, assuming 
an expected life of one and a half years, a risk-free interest rate of 1.04%, an expected dividend rate 
of 0.00%, and an expected annual volatility coefficient of 204%. 
 
The Company’s ability to continue operations is dependent upon successfully raising the necessary  
financing  to  complete  future  exploration  and  development,  and  achieving future profitable 
production or selling its mineral properties for proceeds in excess of carrying amounts. These 
pursuits may be delayed given the current challenges faced by exploration stage companies seeking 
to raise exploration funds through the issuance of shares. 

 

(d) Purpose of Funds 
 
 The current cash on hand along with funds raised will be used for general and administrative 

purposes, for continued exploration of the Chuchi Property and possibly for the acquisition of AAA 
Heidelberg. 

 
 (2) Principal Products or Services 
 

The Company is currently a mineral exploration company and has not yet commenced commercial 
production of any mineral product. 
 
Assuming completion of the purchase of AAA Heidelberg the Company also plans to sell a number 
of different strains of medical marijuana – the actual number of strains has not been determined yet. 
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(3) Production and Sales 
 

The Company is currently a mineral exploration company and has not yet commenced commercial 
production of any mineral product. 
 
AAA Heidelberg is seeking a MMPR license for the production of up to 1,320 pounds of marijuana in 
the first year. Actual production potential and potential sales are unknown at this time. If the 
Company completes the proposed transaction with AAA Heidelberg, the Company will produce and 
sell up to 1,320 pounds of marijuana in the first year following such transaction. 

 
(4) Competitive Conditions and Location 
 

The Company’s Chuchi Property is located in the Omineca Mining Division of British Columbia. For 

more information about the Chuchi Property, see Appendix A: Mineral Property. 

As a mineral exploration company, the Company may compete with other entities in the mineral 

exploration business in various aspects of the business including: (a) seeking out and acquiring 

mineral exploration properties; (b) obtaining the resources necessary to identify and evaluate mineral 

properties and to conduct exploration and development activities on such properties; and (c) raising 

the capital necessary to fund its operations. The mining industry is intensely competitive in all its 

phases, and the Company may compete with other companies that have greater financial resources 

and technical facilities.  Competition could adversely affect the Company’s ability to acquire suitable 

properties or prospects in the future or to raise the capital necessary to continue with operations. 

AAA Heidelberg’s facility is located in London, Ontario and as such the planned primary distribution 

of future product will be in southern Ontario.  . Refer to discussions set out in section 17 Risk 

Factors. 

(5) Lending and Investment Policies and Restrictions 
 
 This is not applicable to the Company.   
 
(6) Bankruptcy and Receivership 
 

The Company has not been the subject of any bankruptcy or any receivership or similar proceedings 
against the Company or any of its subsidiaries or any voluntary bankruptcy, receivership, or similar 
proceedings by the Company or any of its subsidiaries, within the three most recently completed 
financial years or the current financial year. 

 
(7) Material Restructuring 
 
 This is not applicable to the Company. 
 
(8) Social or Environmental Policies 
 

The Company is subject to various government laws and regulations relating to environmental 
disturbances caused by exploration and evaluation activities. The Company records the present 
value of the estimated costs of legal and constructive obligations required to restore the exploration 
sites in the period in which the obligation is incurred. The nature of the rehabilitation activities 
includes restoration, reclamation, and re-vegetation of the affected exploration sites. 
 
The rehabilitation provision generally arises when the environmental disturbance is subject to 
government laws and regulations. When the liability is recognized, the present value of the 
estimated costs is capitalized by increasing the carrying amount of the related mining assets. Over 
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time, the discounted liability is increased for the changes in present value based on current market 
discount rates and liability specific risks. 
 
Additional environmental disturbances or changes in rehabilitation costs will be recognized as 
additions to the corresponding assets and rehabilitation liability in the period in which they occur. 

 
4.2 Asset Backed Securities 
 
The Company does not have asset backed securities. 
 
4.3 Companies with Mineral Projects 
 
(a) Chuchi Property, British Columbia 

   
The Company owns a 100% interest in certain mineral claims located in the Omineca Mining 
Division of British Columbia, referred to as the Chuchi Property.  
 
In December 2008 the Company wrote down the recorded cost of the property to $Nil.  As at 
December 31, 2013, mineral property interests represent accumulated costs incurred on the property 
since January 1, 2009. 
 
On March 11, 2014, the Company announced that it initiated its planned 2014 work program on the 
Chuchi Property.  The Company has commissioned an aster satellite survey of the property in 
anticipation of its 2014 field work program that will be designed to follow up on the successful soil 
sampling survey conducted in 2012.  In addition to expanding the soil grid, the Company plans to 
prospect/geological map certain areas within the property, as well as locate and survey all of the fifty 
plus known drill holes within the property.  The start of the 2014 field season has not been set and 
will be dependent on weather and snow melt. 
 
No field work was completed at the Chuchi Property in 2013 and the property is in good standing 
until September 2014. 
 

(b) Newton Property, British Columbia 
 
On August 12, 2009, the Company entered into an option agreement with Amarc Resources Ltd. 
(“Amarc”) by which Amarc was granted an option to acquire an 80% interest in the Newton property. 
Under the terms of the agreement, Amarc paid $60,000 to the underlying Newton property owners 
and agreed to expend a total of $4,940,000 on the property in exploration expenditures over seven 
years.   
 
Amarc earned an 80% interest in the Newton property and outlying area of interest under the option 
agreement by funding $5,000,000 in exploration activities.  On May 16, 2011 the Company and 
Amarc entered into a Joint Venture Agreement to further explore the Newton property. 
 
The Company held a 20% participating interest in certain mineral claims located in the Clinton 
Mining Division of British Columbia, referred to as the Newton Property.  Certain claims within the 
property were subject to a 2% NSR.  The NSR could be purchased at any time by the Company for 
$2,000,000.  Under the agreement with Amarc, Amarc could cause the Company to exercise its 
option to purchase the NSR and the Company would be required to pay its proportionate share of 
the purchase price, namely $400,000 to retain its 20% residual interest in the royalty. If the 
Company’s interest in the Joint Venture is reduced to 10%, or less, then the Company’s interest will 
be converted to a 5% net profit interest.   
 
Effective May 22, 2012, the Company exercised its right to convert its 20% participating interest to a 
5% net profits interest in the Newton Property Joint Venture. As such, the Company has no ongoing 
financial obligations regarding this property. 
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As at December 31, 2013, the Company had advanced $1,585,486 to Amarc, of which $1,580,486 
was utilized for exploration expenditures and was written off during the current year. 
 
As at December 31, 2013, acquisition costs of $5,000 remain capitalized as exploration and 
evaluation assets. 

 
4.4 Companies with Oil and Gas Operations 

 

The Company does not have oil and gas operations. 

 

5. Selected Financial Information 

 
5.1 Annual Information 

 
The  following  table  summarizes  financial  information  of  the  Company  for  the  last  three 
completed financial years ended December 31, 2013, 2012 and 2011.  This summary financial 
information should only be read in conjunction with the Company’s audited financial statements, 
including the notes thereto, included elsewhere in this document: 

December 31    

2013

December 31    

2012

December 31    

2011

Operating Data

   Revenue -$             -$             -$             

   Administrative expenses 362,801$      428,482$      795,196$      

   Net and comprehensive loss for the year 1,987,512$    323,551$      672,261$      

   Basic and diluted loss per share 0.26$            0.05$            0.15$            

   Dividends -$             -$             -$             

Balance Sheet Data

   Total assets 263,446$        1,919,605$    1,908,329$    

   Total liabilities 511,535$        196,807$        326,226$        

 
Basic and diluted loss per share data have been calculated using the weighted average number of 
shares outstanding. 

 

5.2 Quarterly Information 

 
The summary of quarterly results for each of the eight most recently completed quarters ending at 
the end of the most recently completed financial year has been prepared in accordance with IFRS: 
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Net (Income) Loss/(Earnings)

Quarter Ended Revenue Loss Per Share

Q4/2013 December 31, 2013 -$                               1,679,847$             $0.22

Q3/2013 September 30, 2013 -$                               141,850$                 $0.02

Q2/2013 June 30, 2013 -$                               82,380$                   $0.01

Q1/2013 March 31, 2013 -$                               83,435$                   $0.01

Q4/2012 December 31, 2012 -$                               (10,281)$                  $0.00

Q3/2012 September 30, 2012 -$                               70,442$                   $0.01

Q2/2012 June 30, 2012 -$                               140,090$                 $0.02

Q1/2012 March 31, 2012 -$                               123,300$                 $0.02

 
Loss (earnings) per share data have been calculated using the weighted average number of shares 
outstanding. 

 
5.3 Dividends 

 
Subject to the Securities Act (British Columbia), the directors may in their discretion from time to 
time declare and pay dividends wholly or partly by the distribution of specific assets or of fully paid 
shares or of bonds, debentures or other securities of the Company, or a combination of these. 

 
The Company paid no dividends during its three previously completed financial years.  The 
Company intends to retain any earnings to finance growth and expand its operations and does not 
anticipate paying any dividends on its common shares in the foreseeable future. 

 
5.4 Foreign GAAP 

 
The Company is not presenting consolidated financial information on the basis of foreign GAAP.  
The Company has neither subsidiaries nor any foreign operations at this time. 

 

6. Management's Discussion and Analysis 

 
6.1  
 to  
6.14 Annual MD&A for the Financial Year Ended December 31, 2013 
 

INTRODUCTION 
 
This Management’s Discussion and Analysis (“MD&A”) of the operating results and financial 
condition of Chlormet Technologies, Inc. (formerly Newton Gold Corp.) (the “Company” or 
“Chlormet”) for the year ended December 31, 2013 should be read in conjunction with the audited 
financial statements and accompanying notes for the year ended December 31, 2013 which are 
prepared in accordance with International Financial Reporting Standards (“IFRS”). 
 
Management is responsible for the preparation and integrity of the financial statements, including the 
maintenance of appropriate information systems, procedures, and internal controls and to ensure 
that information used internally or disclosed externally, including the financial statements and MD&A, 
is complete and reliable. The Company’s Board of Directors follows recommended corporate 
governance guideline for public companies to ensure transparency and accountability to 
shareholders. The Board of Director’s Audit Committee meets with management quarterly to review 
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the financial statements and the MD&A and to discuss other financial, operating, and internal control 
matters.  The reader is encouraged to review the Company’s statutory filing on www.sedar.com.  
 
This MD&A is prepared as at April 24, 2014.  All dollar figures stated herein are expressed in 
Canadian dollars. 
 
Readers should use the information contained in this report in conjunction with all other disclosure 
documents including those filed on SEDAR at www.sedar.com. 
 
CAUTION REGARDING FORWARD LOOKING STATEMENTS 
 
This MD&A contains certain statements that constitute forward-looking statements (within the 
meaning of the Canadian securities legislation and the U.S. Private Securities Litigation Reform Act 
of 1995) that involve risks and uncertainties.  Forward-looking statements are frequently, but not 
always, identified by words such as “expects”, “anticipates”, “believes”, “intends”, “estimates”, 
“potential”, “possible” and similar expressions, or statements that events, conditions or results “will”, 
“may”, “could” or “should” occur or be achieved.  The forward-looking statements may include 
statements regarding exploration results and budgets, mineral resource estimates, work programs, 
capital expenditures, timelines, strategic plans, market price of commodities or other statements that 
are not statement of fact.  Forward-looking statements are statements about the future and are 
inherently uncertain, and actual achievements of the Company may differ materially from those 
reflected in forward-looking statements due to a variety of risks, uncertainties and other factors.  For 
the reasons set forth above, investors should not place undue reliance on forward-looking 
statements.  Important factors that could cause actual results to differ materially from the Company’s 
expectations include uncertainties involved in disputes and litigation, fluctuations in commodity 
prices and currency exchange rates; uncertainties relating to interpretation of drill results and the 
geology, continuity and grade of deposits; uncertainty of estimates of capital and operating costs, 
recovery rates, production estimates and economic return; the need for cooperation of government 
agencies and native groups in the exploration and development of properties and the issuance of 
required permits; the need to obtain additional financing to develop properties and uncertainty as to 
the availability and terms of future financing; the possibility of delay in exploration or development 
programs or in construction projects and uncertainty in meeting anticipated program milestones; 
uncertainty regarding the potential acquisition of AAA Heidelberg; uncertainty regarding obtaining a 
Marihuana for Medical Purposes Regulations license by Health Canada; uncertainty regarding 
changes in laws, regulations, and guidelines issued by Health Canada; uncertainty regarding the 
risks inherent in an agricultural business such as insects and plant diseases; product liability; 
fluctuations in prices;  fluctuations in energy costs; and uncertainty as to timely availability of 
licenses, permits, and other government approvals and other risks and uncertainties disclosed in 
other information released by the Company from time to time and filed with the appropriate 
regulatory agencies. 
 
It is the Company’s policy that all forward-looking statements are based on the Company’s beliefs 
and assumptions, which are based on information available at the time these assumptions are made. 
The forward looking statements contained herein are as of April 24, 2014 and are subject to change 
after this date, and the Company assumes no obligation to publicly update or revise the statements 
to reflect new events or circumstances, except as may be required pursuant to applicable laws. 
Although management believes that the expectations represented by such forward-looking 
information or statements are reasonable, there is significant risk that the forward-looking information 
or statements may not be achieved, and the underlying assumptions thereto will not prove to be 
accurate. Forward-looking information or statements in this MD&A include, but are not limited to, 
information or statements concerning our expectations for satisfactory drill results and satisfactory 
resolution of the Company’s contingent liability and the Letter of Intent regarding the Company’s 
investment in AAA Heidelberg. 
 
Actual results or events could differ materially from the plans, intentions and expectations expressed 
or implied in any forward-looking information or statements, including the underlying assumptions 

http://www.sedar.com/
http://www.sedar.com/
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thereto, as a result of numerous risks, uncertainties and other factors such as those described above 
and in “Risks and Uncertainties” below. The Company has no policy for updating forward looking 
information beyond the procedures required under applicable securities laws. 
 
DESCRIPTION OF THE BUSINESS 
 
Chlormet Technologies, Inc. was incorporated on June 24, 2004 pursuant to the Business 
Corporations Act (British Columbia) and has been on the TSX-V as a Tier 2 mining issuer since 2005 
and trades under the trading symbol CMT. On February 9, 2011, the name of the Company was 
changed from New High Ridge Resources Inc. to Newton Gold Corp. and on November 7, 2013 to 
Chlormet Technologies, Inc.  In conjunction with changing its name to Chlormet Technologies, Inc., 
the Company consolidated its issued and outstanding shares on a five (5) old for one (1) new basis. 
The Company’s current trading symbol is CMT. 
 
The Company’s primary business has been the acquisition and exploration of mineral properties in 
British Columbia. At the time of this MD&A it has not been determined whether the Company’s 
mineral properties contain economically recoverable ore reserves.   
 
The Company continues to hold a 100% interest in one B.C. based exploration project - the 54 
square kilometer Chuchi property.  In addition, the Company holds a 5% net profit interest in the 
Newton property that is owned 100% by Amarc.  
 
On March 26, 2014, the Company acquired a 16.5% interest in AAA Heidelberg, a private company 
located in Ontario, for $120,000.  The Company has signed a Letter of Intent with the principals of 
AAA Heidelberg whereby the Company has been granted the exclusive option to acquire the 
balance of the 83.5% interest subject to certain conditions including the grant of a MMPR license to 
AAA Heidelberg and by issuing up to 16,000,000 common shares of the Company to the vendors of 
AAA Heidelberg.   
 
The Company has not finalized the transaction with AAA Heidelberg and the Company is 
proceeding with its due diligence review of AAA Heidelberg. The Company does not know, 
nor can it predict the timeframe for AAA Heidelberg to complete the application process and 
receive a response from Health Canada; accordingly, there is no certainty that AAA 
Heidelberg will be granted a license under MMPR, or that a transaction will be completed with 
AAA Heidelberg.    
 
As a result of the announcement on March 26, 2014, the shares of the Company were halted on 
April 4, 2014 at the request of the TSX-V.  The TSX-V has advised the Company that the LOI 
entered into between the Company and AAA Heidelberg may constitute a Change of Business, as 
such term is defined by the TSX-V.  The Company anticipates that trading may remain halted until 
filings prescribed by the Change of Business policy are accepted by the TSX-V, or such other time 
as dictated by the TSX-V. In the interim, the Company is seeking a delisting from the TSX-V and the 
listing of its common shares on the CSE. 
 
The Company has a favourable corporate structure with approximately 20.9 million shares 
outstanding as at the date this MD&A was prepared. 
 
EXPLORATION AND EVALUATION PROPERTIES  
 
Chuchi Property, British Columbia 
   
The Company owns a 100% interest in certain mineral claims located in the Omineca Mining 
Division of British Columbia, referred to as the Chuchi Property.  
 
In December 2008 the Company wrote down the recorded cost of the property to $Nil.  As at 
December 31, 2013, mineral property interests represent accumulated costs incurred on the property 
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since January 1, 2009. 
 
On March 11, 2014, the Company announced that it initiated its planned 2014 work program on the 
Chuchi property.  The Company has commissioned an aster satellite survey of the property in 
anticipation of its 2014 field work program that will be designed to follow up on the successful soil 
sampling survey conducted in 2012.  In addition to expanding the soil grid, the Company plans to 
prospect/geological map certain areas within the property, as well as locate and survey all of the fifty 
plus known drill holes within the property.  The start of the 2014 field season has not been set and 
will be dependent on weather and snow melt. 
 
On March 17, 2014, the Company announced that it received the decision in the arbitration hearings 
between the Company and the vendors of the Chuchi property, located in northern British Columbia. 
The arbitration stemmed from the Company's allowing a number of claims to lapse in 2007 and 
subsequently acquiring certain claims covering a portion of the area of the lapsed claims at a later 
date from a third party.  The arbitrator in the case has ruled in favour of the Company's claim that the 
3% net smelter royalty that was attached to the original claims (that were dropped) does not apply to 
the disputed ground. As such, the vendors of the property own a 3% NSR on only the five core 
claims to the property, which cover only 1,695.94 hectares of the total 5,365.24 hectares that 
constitute the Chuchi property.  In addition, the vendors' claim for damages for breach of contract by 
reason of the forfeiture of mineral claims acquired under the agreement was dismissed, and the 
vendors must immediately remove the notice to third parties that they had previously filed with the 
Mining Recorder's Office on the records of the mineral claims. The Company must pay the vendors a 
total of $40,351 (representing the 2012 and 2013 advance royalty payments plus prejudgment 
interest), and the Company is also required to continue to pay to the vendors an advance royalty 
payment in the amount of $20,000 per year on or before October 25 in each subsequent year that 
the Company holds any interest in the five core mineral claims. 
 
No field work was been completed at Chuchi in 2013 and the property is in good standing until 
September 2014. 
 
Newton Property, British Columbia 
 
On August 12, 2009, the Company entered into an agreement with Amarc by which Amarc was 
granted an option to acquire an 80% interest in the Newton property. Under the terms of the 
agreement, Amarc paid $60,000 to the underlying Newton property owners and agreed to expend a 
total of $4,940,000 on the property in exploration expenditures over seven years.   
 
Amarc earned an 80% interest in the Newton property and outlying area of interest under the option 
agreement by funding $5,000,000 in exploration activities.  On May 16, 2011 the Company and 
Amarc entered into a Joint Venture Agreement to further explore the Newton property. 
 
The Company held a 20% participating interest in certain mineral claims located in the Clinton 
Mining Division of British Columbia, referred to as the Newton Property.  Certain claims within the 
property were subject to a 2% NSR.  The NSR could have been purchased at any time by the 
Company for $2,000,000.  Under the agreement with Amarc, Amarc could cause the Company to 
exercise its option to purchase the NSR and the Company would be required to pay its proportionate 
share of the purchase price, namely $400,000 to retain its 20% residual interest in the royalty. If the 
Company’s interest in the Joint Venture is reduced to 10%, or less, then the Company’s interest will 
be converted to a 5% net profit interest.   
 
Effective May 22, 2012, the Company exercised its right to convert its 20% participating interest to a 
5% net profits interest in the Newton Joint Venture. As such, the Company has no ongoing financial 
obligations regarding this property. 
 
As at December 31, 2013, the Company had advanced $1,585,486 (December 31, 2012 – 
$1,585,486) to Amarc, of which $1,580,486 (December 31, 2012 - $1,580,486) was utilized for 
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exploration expenditures and was written down during the current year (December 31, 2012 - $Nil). 
 
As at December 31, 2013, acquisition costs of $5,000 remain capitalized as exploration and 
evaluation assets. 
  
Sibley Road Property, Nova Scotia 
 
On October 11, 2012, the Company signed the Letter of Intent to acquire an option to purchase up to 
a 100% interest in the Sibley Road property located in Halifax County, Nova Scotia. 
 
The Company agreed to a two stage option.  To exercise the First Option and earn a 50% interest in 
the property, Chlormet would pay the vendor $150,000 and incur a total of $12,000,000 in 
expenditures within four years as follows: 
 
- pay $40,000 (paid) on signing of the Letter of Intent; 
- pay $110,000 within 24 hours of receiving the conditional acceptance of the agreement by 

the TSX-V;  
- incur $2,000,000 in expenditures by the first anniversary date of the agreement for Phase I 

exploration work; 
- incur a further $3,000,000 in expenditures by the second anniversary date of the agreement 

for Phase II exploration work; 
- incur a further $3,000,000 in expenditures by the third anniversary date of the agreement for 

Phase III exploration work; and 
- incur a further $4,000,000 in expenditures by the fourth anniversary date of the agreement 

for Phase IV exploration work. 
 
After exercising the First Option, the Company would have 90 days to deliver notice of its intention to 
exercise the Second Option.  In order to exercise the Second Option and earn an undivided 100% 
interest in the property, the Company would, within two business days of delivering the Second 
Option Notice, issue common shares to the Optionor with a value of $12,000,000 at a price per 
common share equal to the volume weighted average closing price over the 20 trading days 
preceding the delivery of the Second Option Notice. 
 
On August 26, 2013, the Company announced that it had dropped the option for the Sibley Road 
property.  During the year ended December 31, 2013, the Company has written off the accumulated 
costs for this property of $44,225 (December 31, 2012 - $Nil). 
 
Pugu Hills Property, Tanzania 
 
On June 6, 2013, the Company signed the Letter of Intent to acquire an option to purchase up to 
100% of the Pugu Hills property located in Tanzania. 
 
Under the Letter of Intent, the Company had the right to acquire a 100% undivided interest in the 
property in two stages with Stage 1 to earn an initial 65% interest and Stage 2 to earn the remaining 
35%.  To exercise Stage 1 of the Option and earn a 65% interest in the property, Chlormet was 
required to pay the vendor $250,000 and issue 3.5 million shares over an eighteen month period. To 
exercise Stage 2 of the Option to acquire the remaining 35% interest in the property Chlormet was 
required to pay the vendor an additional $125,000 within 90 days of the successful demonstration 
that the carbo-chlorination pilot plant successfully produces 99.9% pure aluminum chloride and issue 
an additional 3.5 million shares.  
 
Upon the completion of 100% of the option for a 100% undivided interest in the property, there was a 
3% NSR on the property that would not have a buyout or fixed price.  The option agreement was 
subject to TSX-V approval. 
 
As at December 31, 2013, the Company had advanced $Nil towards this acquisition. 



 

15 
11550065.2 
 

 
On January 20, 2014, the Company announced that it decided not to proceed with the Letter of 
Intent to acquire a 100% undivided interest in the Pugu Hills kaolin clay property in Tanzania. 
 
SELECTED ANNUAL INFORMATION 
 
The following table provides selected annual audited financial information that should be read in 
conjunction with the audited financial statements and notes: 

December 31    

2013

December 31    

2012

December 31    

2011

Administrative expenses 362,801$      428,482$      795,196$      

Mining exploration tax credit disallowed -$                 -$                 11,817$        

Other income -$                 104,931$      134,752$      

Write-off of exploration and evaluation assets 1,624,711$    -$                 -$                 

Net and comprehensive loss for the year 1,987,512$    323,551$      672,261$      

Basic and diluted loss per share 0.26$            0.05$            0.15$            

 
 
RESULTS OF OPERATIONS 
 
The Company’s net loss for the year ended December 31, 2013 was $1,987,512 compared to a net 
loss of $323,551 for the year ended December 31, 2012.  The increase in the loss is due to the 
write-off of exploration and evaluation assets in the current year totaling $1,624,711 (December 31, 
2012 - $Nil).   
 
During the year ended December 31, 2013, total administrative expenses had decreased to 
$362,801 compared to $428,482 for the year ended December 31, 2012.   
 
For the year ended December 31, 2013, accounting and auditing fees decreased to $38,356 
(December 31, 2012 - $40,966); administration fees increased with a new agreement for such 
services to $1,869 (December 31, 2012 - $Nil); consulting and management fees increased to 
$210,250 (December 31, 2012 - $206,405); director fees decreased to $2,933 (December 31, 2012 - 
$6,000); insurance costs decreased as the Company did not have funds to renew the policy in 2013 
to $1,725 (December 31, 2012 - $10,469); investor communication expenses  increased with more 
news releases disseminated during the year to $3,968 (December 31, 2012 - $2,297); legal fees 
increased as a result of new agreements and the Chuchi arbitration to $47,802 (December 31, 2012 
- $39,895); office and sundry expenses decreased to $19,739 (December 31, 2012 - $38,530); 
regulatory and transfer agent fees increased slightly to $22,241 (December 31, 2012 - $21,323); 
shared-based compensation decreased with fewer stock options issued to $7,625 (December 31, 
2012 - $44,651); and travel and business development decreased to $6,293 (December 31, 2012 - 
$17,946). 
 
For the year ended December 31, 2012, there was $104,928 in other income reported when the 
liability on flow–through shares was settled with no such amount occurring for the year ended 
December 31, 2013. 
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SUMMARY OF QUARTERLY RESULTS 

Net (Income) Loss/(Earnings)

Quarter Ended Revenue Loss Per Share

Q4/2013 December 31, 2013 -$                               1,679,847$             $0.22

Q3/2013 September 30, 2013 -$                               141,850$                 $0.02

Q2/2013 June 30, 2013 -$                               82,380$                   $0.01

Q1/2013 March 31, 2013 -$                               83,435$                   $0.01

Q4/2012 December 31, 2012 -$                               (10,281)$                  $0.00

Q3/2012 September 30, 2012 -$                               70,442$                   $0.01

Q2/2012 June 30, 2012 -$                               140,090$                 $0.02

Q1/2012 March 31, 2012 -$                               123,300$                 $0.02

 
FOURTH QUARTER RESULTS OF OPERATIONS 
 
The Company’s net loss for the three months ended December 31, 2013 was $1,679,847 compared 
to net income of $10,281 for the three months ended December 31, 2012.   The increase in the loss 
is due to the write-off of exploration and evaluation assets in the fourth quarter of $1,580,586 
whereas the same quarter last year had net income as a direct result of $104,928 in other income 
reported when the liability on flow–through shares was settled. 
 
During the three months ended December 31, 2013, total administrative expenses had increased 
slightly to $99,361 compared to $98,647 for the three months ended December 31, 2012.   
 
LIQUIDITY 
 
The Company’s cash on hand decreased to $5,372 at December 31, 2013 from $76,807 at 
December 31, 2012.  The Company had a working capital deficiency of $500,937 at December 31, 
2013 compared to a working capital deficiency of $110,536 at December 31, 2012. 
  
The Company’s current asset balance of $10,598 (December 31, 2012 - $86,271) is comprised of 
cash of $5,372 (December 31, 2012 - $76,807), amounts receivable of $4,260 (December 31, 2012 - 
$4,467) which is the GST refund, and prepaid expenses of $966 (December 31, 2012 - $4,997).   
 
The Company’s current liabilities total of $511,535 (December 31, 2012 - $196,807) is made up of 
outstanding accounts payable and accrued liabilities relating to administrative and exploration 
expenses of $176,360 (December 31, 2012 - $95,507), amounts due to related parties of $293,713 
(December 31, 2012 - $101,300), and loans payable of $41,462 (December 31, 2012 - $Nil). 
  
On March 6, 2014, a loan payable in the principal amount of $20,000 was partially repaid in the 
amount of $10,000.  
 
On March 10, 2014, a loan payable in the principal amount of $20,000 was repaid to a company with 
common directors.  The amount repaid including principal and accrued interest was $21,120. 
 
On March 10, 2014, the Company issued 13,256,000 units at $0.05 per unit for gross proceeds of 
$662,800.  Each unit consists of one common share and one share purchase warrant of the 
Company.  Each warrant is exercisable to purchase one common share of the Company until 
September 10, 2015 at $0.075 per share.  The full issue price was allocated to the common shares.  
Finders’ fees were paid in the amount of $15,600 along with the issuance of 312,000 agent warrants.  
Each agent warrant is exercisable to purchase one common share of the Company until September 
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10, 2015 at $0.075 per share.  These agent warrants have a fair value, calculated using the Black-
Scholes option pricing model, of $42,959 or $0.14 per option, assuming an expected life of one and 
a half years, a risk-free interest rate of 1.04%, an expected dividend rate of 0.00%, and an expected 
annual volatility coefficient of 204%. 
 
As of the date of this MD&A, the Company has insufficient working capital to meet its ongoing 
financial obligations for the coming year.  There can be no assurance that future financings will be 
available to the Company or, if it is, that it will be available on terms acceptable to the Company and 
will be sufficient to fund cash needs. If the Company is unable to obtain the financing necessary to 
support its operations, it may be unable to continue as a going concern. The Company currently has 
no commitments for any credit facilities such as revolving credit agreements or lines of credit that 
could provide additional working capital, and substantial doubt exists regarding the Company’s ability 
to continue as a going concern. The Company has no long term debt, capital lease obligations, 
operating leases, or any other long term obligations. 
 
PROPOSED TRANSACTIONS 
 
On March 26, 2014, the Company acquired a 16.5% interest in AAA Heidelberg, a private company 
located in Ontario, for $120,000.  The Company has signed a Letter of Intent with the principals of 
AAA Heidelberg whereby the Company has been granted the exclusive option to acquire the 
balance of the 83.5% interest subject to certain conditions including the grant of a MMPR license to 
AAA Heidelberg and by issuing up to 16,000,000 common shares of the Company to the vendors of 
AAA Heidelberg.   
 
AAA Heidelberg currently owns a secure 8,800 square foot commercial building and real property 
located in London, Ontario.  Since December 2013, AAA Heidelberg has had an application pending 
with Health Canada for a new MMPR license for the production of up to 1,320 pounds of marijuana 
in the first year.   
 
As a result of the early application, the licensing process is well under way. Upon completion of the 
interior of the building to the strict guidelines of Heath Canada, which will include four grow rooms; 
labs; offices; and secure storage for the product, Health Canada will be asked to perform a final 
inspection to complete the licensing process. 
 
AAA Heidelberg’s personnel include an experienced grow-master who is currently a “designated 
grower” under current Marihuana Medical Access Regulations (“MMAR”) licensing.  The current 
crops that are being grown under the continuing MMAR license are thriving due to the injunction by 
Health Canada and include ten different strains of marijuana that range from high CBD content to 
high THC content.  This crop is anticipated to be sold between $5 and $15 per gram depending on 
the strain. 
 
As of April 1, 2014, new producers will be required to be licensed by Health Canada and to conform 
to strict new regulations.  On April 2, 2014, the Company received its final copy of an independent 
economic analysis on the Company’s entry into Canada’s emerging medical marijuana industry.  The 
report states “the new regulations suggest that the medical marijuana industry will be put on the 
same footing as the pharmaceutical manufacturing sector. The regulations are quite onerous in 
terms of production distribution and security standards. Health Canada will only issue licenses to 
producer/distributors that they deem capable of meeting these detailed regulatory standards.  That 
suggests that Canada will very rapidly evolve from a market of thousands of informal producers to 
one of a much smaller number of sophisticated producers.” 
 
It is AAA Heidelberg’s intent to become a growing player in the burgeoning medical marijuana 
industry to position themselves as a quality producer focusing on research and development to 
create unique patentable strains of cannabis.  The report states “the new regime requires a degree 
of supply chain and logistical sophistication well beyond the means of those who have, up to this 
point, grown for their personal use.” 
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OFF-BALANCE SHEET ARRANGEMENTS 
 
There are no off-balance sheet arrangements to which the Company is committed. 
 
COMMITMENTS 
 
On January 28, 2011 the Company entered into an indefinite term contract with McLeary Capital 
Management, Inc. (in this paragraph, “consultant”).  The consultant acts as the Chief Executive 
Officer and a director of the Company. A monthly consulting fee of $6,500 is payable to the 
consultant. The contract may be cancelled by either party on 30 days written notice and, if cancelled 
by the Company, by payment of an amount equivalent to two years annual salary. On termination of 
the contract the consultant will be immediately retained by the Company as a non-paid 
advisor/consultant to the Company until January 5, 2016 or for such time as the consultant still holds 
unexercised stock options in the Company. On exercise of the consultant’s options, the relationship 
between the consultant and the Company will cease.  On March 1, 2014, the agreement with 
McLeary Capital Management, Inc. was terminated and the termination clause waived.  Mr. McLeary 
has resigned as an officer and director of the Company. 
 
On January 28, 2011 the Company entered into an indefinite term contract with Foremost Geological 
Consulting (in this paragraph, “consultant”), for the consultant to continue to act as primary technical 
consultant and a director of the Company. Effective, January 1, 2013, a monthly consulting fee of 
$5,000 is payable to the consultant. The contract may be cancelled by either party on 30 days 
written notice and, if cancelled by the Company, by payment of an amount equivalent to two years 
annual salary. On termination of the contract the consultant will be immediately retained by the 
Company as a non-paid advisor/consultant to the Company until January 5, 2016 or for such time as 
the consultant still holds unexercised stock options in the Company. On exercise of the consultant’s 
options, the relationship between the consultant and the Company will cease. On March 1, 2014, the 
agreement with Foremost Geological Consulting was terminated and the termination clause waived. 
 
Effective January 1, 2013, the Company entered into an agreement with Foremost Management 
Services Inc., a company owned jointly by Mark McLeary, a former officer and director, and Ian 
Foreman, a current director. The agreement provides for Foremost Management Services Inc. to 
earn an administration fee calculated as 10% of all incurred monthly expenses in exchange for 
managing the affairs of the Company. Effective October 1, 2013, the agreement was amended to 
include a sublease agreement for $500 per month representing rent for one office.  On March 1, 
2014, the Company amended the sublease agreement to $1,000 per month, inclusive of the goods 
and services tax, effective October 1, 2013. At December 31, 2013, $4,436 (December 31, 2012 - 
$1,478) due to Foremost Management Services Inc. was included in the amount due to related 
parties.   
 
On March 1, 2014, the Company entered into a Management Consulting Services Agreement with 
Foremost Management Services Ltd., a private company owned jointly by two directors of the 
Company, Mark McLeary and Ian Foreman.  The agreement provides for Foremost Management 
Services Inc. to provide management consulting services to the Company for a one year period and 
then on a month to month basis thereafter.  The contract may be cancelled by either party after the 
first year on 30 days written notice and, if cancelled by the Company, by payment of an amount 
equivalent to one year’s annual fees. In the event the management consultant breaches the terms of 
the agreement, no notice is required by the Company.  Upon termination of the contract, the 
management consultant will be immediately retained by the Company as a non-paid 
advisor/consultant to the Company until such time as the management consultant no longer holds 
unexercised stock options in the Company.  The options will not be cancelled or have an expiry date 
upon termination.  On exercise of the management consultant’s options, the relationship between 
the consultant and the Company will cease.  A monthly consulting fee of $7,500 is payable along 
with the issuance of 500,000 stock options in the Company.  These options were subsequently 
granted on March 12, 2014 at an exercise price of $0.16 per share, with an expiry date of March 11, 
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2019.  The options vest immediately. 
 
CONTINGENT LIABILITY 
 
On May 18, 2011, the Company received an order granted by a court in Lima, Peru indicating that 
the Company is responsible for a debt of US$209,403 incurred by a former subsidiary of the 
Company. The Company did not receive notice of the Peruvian legal proceedings and is seeking 
advice concerning an application to set aside the order.  The Company retained Peruvian legal 
counsel who advised that the Company is not responsible for this obligation.  The most recent 
contact from Peru indicates that the order has been dropped but the Company has not received 
formal notice of such release.  No amounts have been recorded in the Company’s books and 
records regarding this issue. 
 
 
 
RELATED PARTY TRANSACTIONS 
 
The Company has identified the directors and senior officers as key management personnel.  The 
following table lists the compensation costs paid directly or to companies controlled by key 
management personnel for the year ended December 31, 2013 and 2012: 

Administration Director Share-Based December 31, 2013

Accounting Fees Consulting Fees Rent Compensation Total

Foremost Geological Consulting -$                   -$                      60,000$        -$                 -$              -$                        60,000$                      

Foremost Management Services Inc. -                     1,869                -                      -                   2,857       -                           4,726                           

Graphene Corp. -                     -                         30,000          -                   -                -                           30,000                        

Ian Flint -                     -                         20,750          -                   -                6,381                  27,131                        

McLeary Capital Management, Inc. -                     -                         78,000          -                   -                -                           78,000                        

T. St. Denis, Inc. 25,170          -                         -                      -                   -                -                           25,170                        

Timeline Filing Services Ltd. -                     -                         4,500             -                   -                -                           4,500                           

Yari Nieken -                     -                         17,000          2,933          -                1,244                  21,177                        

25,170$       1,869$             210,250$      2,933$        2,857$     7,625$               250,704$                    

Administration Director Share-Based December 31, 2012

Accounting Fees Consulting Fees Rent Compensation Total

Fehr and Associates 14,289$       -$                      -$                   -$                 -$              -$                        14,289$                      

Foremost Geological Consulting -                     -                         42,000          -                   -                -                           42,000                        

Laara Shaffer -                     -                         835                -                   -                3,168                  4,003                           

Lindsay Bottomer -                     -                         1,250             6,000          -                -                           7,250                           

McLeary Capital Management, Inc. -                     -                         78,000          -                   -                -                           78,000                        

T.St. Denis, Inc. 15,240          -                         -                      -                   -                -                           15,240                        

Timeline Filing Services Ltd. -                     -                         12,000          -                   -                -                           12,000                        

29,529$       -$                      134,085$      6,000$        -$              3,168$               172,782$                    

 
On January 28, 2011 the Company entered into an indefinite term contract with Foremost Geological 
Consulting (in this paragraph, “consultant”), for the consultant to continue to act as primary technical 
consultant and a director of the Company. Effective January 1, 2013, a monthly consulting fee of 
$5,000 is payable to the consultant. The contract may be cancelled by either party on 30 days 
written notice and, if cancelled by the Company, by payment of an amount equivalent to two years 
annual salary. On termination of the contract the consultant will be immediately retained by the 
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Company as a non-paid advisor/consultant to the Company until January 5, 2016 or for such time as 
the consultant still holds unexercised stock options in the Company. On exercise of the consultant’s 
options, the relationship between the consultant and the Company will cease.  At December 31, 
2013, $87,570 (December 31, 2012 - $23,520) due to Foremost Geological Consulting was included 
in the amount due to related parties.  Subsequent to the year end, this agreement was terminated 
and the termination clause was waived. 
 
Effective January 1, 2013, the Company entered into an agreement with Foremost Management 
Services Inc., a company owned jointly by Mark McLeary, a former office and director, and Ian 
Foreman, a current director.  The agreement provides for Foremost Management Services Inc. to 
earn an administration fee calculated as 10% of all incurred monthly expenses in exchange for 
managing the affairs of the Company. Effective October 1, 2013, the agreement was amended to 
include a sublease agreement for $500 per month representing rent for one office.  On March 1, 
2014, the Company amended the sublease agreement to $1,000 per month, inclusive of the goods 
and services tax, effective October 1, 2013. At December 31, 2013, $4,436 (December 31, 2012 - 
$1,478) due to Foremost Management Services Inc. was included in the amount due to related 
parties. 
 
Graphene Corp. is a private company owned by the former President, Dr. Ian Flint, through which 
Dr. Flint provided consulting services to the Company.  At December 31, 2013, $30,000 (December 
31, 2012 - $Nil) due to Graphene Corp. was included in the amount due to related parties. 
 
Dr. Ian Flint is the former President of the Company and provided consulting services to the 
Company.  Dr. Flint was granted 80,000 stock options on January 16, 2013 with an exercise price of 
$0.50, an expiry date of January 16, 2016, and a fair value of $6,381. These options were cancelled 
on March 19, 2014. 
 
At December 31, 2013, $4,557 (December 31, 2012 - $122) due to Mark McLeary for reimbursement 
of expenses was included in the amount due to related parties. 
 
On January 28, 2011 the Company entered into an indefinite term contract with McLeary Capital 
Management, Inc. (in this paragraph, “consultant”).  The consultant acts as the Chief Executive 
Officer and a director of the Company. A monthly consulting fee of $6,500 is payable to the 
consultant. The contract may be cancelled by either party on 30 days written notice and, if cancelled 
by the Company, by payment of an amount equivalent to two years annual salary. On termination of 
the contract the consultant will be immediately retained by the Company as a non-paid 
advisor/consultant to the Company until January 5, 2016 or for such time as the consultant still holds 
unexercised stock options in the Company. On exercise of the consultant’s options, the relationship 
between the consultant and the Company will cease.  At December 31, 2013, $126,945 (December 
31, 2012 - $43,680) due to McLeary Capital Management Inc. was included in the amount due to 
related parties. Subsequent to the year end, this agreement was terminated and the termination 
clause was waived. Mr. McLeary has resigned as an officer and director of the Company. 
 
T. St. Denis, Inc. is a private accounting firm owned by the current Chief Financial Officer, Tracey A. 
St. Denis.  T. St. Denis, Inc. provides accounting services to the Company. At December 31, 2013, 
$20,459 (December 31, 2012 - $Nil) due to T. St. Denis, Inc. was included in the amount due to 
related parties and $6,000 was included in accounts payable and accrued liabilities. 
 
Timeline Filing Services Ltd. is a private company owned by the Corporate Secretary, Laara Shaffer.  
At December 31, 2013, $2,625 (December 31, 2012 - $Nil) due to Timeline Filing Services Ltd. was 
included in the amount due to related parties.  
 
Yari Nieken is a director and President of the Company.  At December 31, 2013, $721 (December 
31, 2012 - $Nil) due to Mr. Nieken was included in the amount due to related parties. Mr. Nieken was 
granted 50,000 stock options on January 8, 2013 with an exercise price of $0.50, an expiry date of 
January 8, 2014, and a fair value of $1,244.  These options have expired. 
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Fehr and Associates is a private accounting firm owned by the former Chief Financial Officer, Ann 
Fehr. Fehr and Associates provided accounting services to the Company.  At December 31, 2013 
and 2012, no amount was owing to Fehr and Associates. 
 
Golden Sun Mining Corp. is a public company with common directors.  At December 31, 2013, there 
was a loan payable to the company in the amount of $20,969 (December 31, 2012 - $Nil) and 
$15,287 (December 31, 2012 - $32,500) included in the amount due to related parties.  On March 
10, 2014, the loan payable was repaid including principal and accrued interest was $21,120 along 
with the $15,287 due to related parties. 
 
Ian Foreman is a director of the Company.  At December 31, 2013, $1,113 (December 31, 2012 - 
$Nil) was due to Mr. Foreman and included in the amount due to related parties. 
 
Lindsay Bottomer is a former director of the Company and received director fees.  At December 31, 
2013, $6,160 (December 31, 2012 - $6,160) due to Mr. Bottomer was included in accounts payable 
and accrued liabilities. 
 
CONFLICTS OF INTEREST 
 
The Company’s directors and officers may serve as directors or officers, or may be associated with 
other reporting companies, or have significant shareholdings in other public companies. To the 
extent that such other companies may participate in business or asset acquisitions, dispositions, or 
ventures in which the Company may participate, the directors and officers of the Company may have 
a conflict of interest in negotiating and concluding on terms with respect to the transaction. If a 
conflict of interest arises, the Company will follow the provisions of the Business Corporations Act 
(BC) (“Corporations Act”) dealing with conflict of interest. These provisions state that where a 
director has such a conflict, that director must, at a meeting of the Company's directors, disclose his 
or her interest and refrain from voting on the matter unless otherwise permitted by the Corporations 
Act. In accordance with the laws of the Province of British Columbia, the directors and officers of the 
Company are required to act honestly, in good faith, and in the best interest of the Company. 
 
FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Fair value of financial instruments 
 
The carrying values of cash, accounts payable and accrued liabilities, amounts due to related 
parties, and loans payable approximate their carrying values due to the immediate or short-term 
nature of these instruments. 
 
IFRS 7, Financial Instruments: Disclosures, establishes a fair value hierarchy that prioritizes the 
input to valuation techniques used to measure fair value as follows: 
 
Level 1  –  quoted prices (unadjusted) in active markets for identical assets or liabilities; 
Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or 

liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and 
Level 3 –  inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 
 
Financial risk management 
 
The Company’s risk exposures and the impact on the Company’s financial instruments are 
summarized below: 
 
Credit risk  
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Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss.  Financial instruments that potentially subject the 
Company to credit risk consist primarily of cash.  The Company limits its exposure to credit risk by 
placing its cash with a high credit quality financial institution in Canada. The Company’s financial 
assets are not subject to material financial risks.  
 
Liquidity risk  
 
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet 
commitments associated with financial instruments and with property exploration and development.  
The Company manages liquidity risk by maintaining adequate cash balances. 
 
The Company’s expected source of cash flow in the upcoming year will be through equity financing.  
Cash on hand at December 31, 2013 and expected cash flows for the next 12 months are not 
sufficient to fund the Company’s ongoing operational needs.  The Company will need funding 
through equity or debt financing, entering into joint venture agreements, or a combination thereof.   
 
 
All of the Company’s financial liabilities are classified as current and are anticipated to mature within 
the next fiscal period.   
 
Market risk  
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, 
foreign exchange rates, and commodity and equity prices.   
 
Interest rate risk 
 
Interest rate risk consists of two components:  to the extent that payments made or received on the 
Company’s monetary assets and liabilities are affected by changes in the prevailing market interest 
rates, the Company is exposed to interest rate cash flow risk; and to the extent that changes in 
prevailing market rates differ from the interest rate in the Company’s monetary assets and liabilities, 
the Company is exposed to interest rate price risk. 
 
Current financial assets and financial liabilities are generally not exposed to interest rate risk 
because of their short-term nature and maturity.  At December 31, 2013, the Company has interest 
bearing loans payable which were repaid subsequent to the year end.  The Company is not exposed 
to interest rate price risk as it does not have any cash and cash equivalents at December 31, 2013 
which bear interest.   
 
Foreign currency risk 
 
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate due to changes in foreign exchange rates.  The Company is not exposed to foreign 
currency risk to the extent that all monetary assets and liabilities are denominated in Canadian 
currency and all operations are in Canada to date. 
 
Capital risk management  
 
The Company manages its capital to ensure that it will be able to continue as a going concern while 
maximizing the return to stakeholders through a suitable debt and equity balance appropriate for an 
entity of the Company’s size and status.  The Company’s overall strategy remains unchanged from 
last year. 
 
The capital structure of the Company consists of equity attributable to common shareholders, 
comprised of issued capital, warrants, reserves, and deficit.  The availability of new capital will 
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depend on many factors including a positive mineral exploration environment, positive stock market 
conditions, the Company’s track record, and the experience of management.  The Company is not 
subject to any external covenants on its capital. 
 
OTHER RISKS AND UNCERTAINTIES 
 
The Company is an exploration stage company with respect to its mineral interests.  Based on the 
information available to date, the Company has not yet determined whether its mineral interests 
contain economically recoverable reserves.  The recoverability of the amounts shown for mineral 
interests is dependent upon the confirmation of economically recoverable reserves, the ability of the 
Company to obtain necessary financing to successfully complete their development, and upon future 
profitable production. 
 
In conducting its business, the Company is subject to a number of other risks and uncertainties that 
could have a material adverse effect on the Company’s business prospects or financial condition that 
could result in a delay or indefinite postponement in the development of the Company’s mineral 
interests. 
 
Risks associated with exploration stage companies 
 
Exploring for mineral resources involves a variety of operational, financial, and regulatory risks that 
are typical in the natural resource industry.  The Company has not commenced commercial 
operations and has no proven history of performance, earnings, or success.  There is no guarantee 
that the Company will ever be able to achieve profitable results or successfully execute its business 
plan.  The Company’s Common Shares must be considered speculative primarily due to the nature 
of the Company’s business and early stage of development.  The Company has no revenue or 
income from operations.  The Company has limited capital resources and has to rely upon the sale 
of equity and/or debt securities for cash required for exploration and development purposes, for 
acquisitions, and to fund the administration of the Company.  Since the Company does not expect to 
generate any revenues from operations in the near future, it must continue to rely upon the sale of its 
equity or debt securities to raise capital.  There can be no assurance that financing, whether equity 
or debt, will be available to the Company in the amount required by the Company at any particular 
time or for any period, and that such financing can be obtained on terms satisfactory to the 
Company. 
 
Exploration and development  
 
At this time, the Company’s primary mineral property is in the exploration stage and the Company 
does not have an operating history with respect to its exploration activities.  Exploration and 
development of mineral resources involves a high degree of risk and few properties which are 
explored are ultimately developed into producing properties.  The amounts attributed to the 
Company’s interest in its properties as reflected in its financial statements represent acquisition and 
exploration expenses and should not be taken to represent realizable value.  There is no assurance 
that the Company’s exploration and development activities will result in any discoveries of 
commercial bodies of ore.  The long term profitability of the Company’s operations will be in part 
directly related to the cost and success of its exploration programs which may be affected by a 
number of factors such as unusual or unexpected geological formations, and other conditions. 
 
Property title 
 
Although the Company believes it has exercised commercially reasonable due diligence with respect 
to determining title to properties it owns, controls, or has the right to acquire by option, there is no 
guarantee that title to such properties will not be challenged or impugned.  The Company’s mineral 
interests may be subject to prior unrecorded agreements or transfers or native land claims, and title 
may be affected by undetected defects.  There may be valid challenges to the title of the Company’s 
mineral interests which, if successful, could impair development and operations.  This situation may 
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be exacerbated due to the large number of title transfers historically involved with some properties. 
 
Licenses and permits 
 
The Company will require licenses and permits from various governmental authorities regarding the 
Company’s mineral interests.  There can be no assurance that the Company will be able to obtain all 
necessary licenses and permits that may be required to carry out exploration, development, and 
mining operations for its mineral interests.  Failure to obtain and maintain such licenses and permits 
may adversely affect the Company’s business as the Company would be unable to legally conduct 
its intended exploration and development work which may result in its losing its interest in the subject 
property. 
 
Competition 
 
The mining industry is intensely competitive and the Company must compete in all aspects of its 
operations with a substantial number of other corporations which have greater technical and financial 
resources.  The Company may be unable to acquire additional attractive mining properties on terms 
it considers acceptable. 
Operating hazards and risks 
 
Fires, power outages, labour disputes, flooding explosions, cave-ins, landslides, and the inability to 
obtain suitable or adequate machinery, equipment, or labour are some of the risks involved in 
exploration programs.  Unknowns with respect to geological structures and other conditions are 
involved.  Existing and future environmental laws may cause additional expense and delays in the 
activities of the Company, and may render the Company’s properties uneconomic.  The Company 
has no liability insurance and the Company may become subject to liability for pollution, cave-ins, or 
hazards against which it cannot insure, or against which it may elect not to insure.  The payment of 
such liabilities may have a material, adverse effect of the Company’s financial position. 
 
Profitability of operations 
 
The Company does not have profitable operations at this time and it should be anticipated that it will 
operate at a loss until such time as production is achieved from its properties, if production is in fact 
ever achieved.  Investors also cannot expect to receive any dividends on their investment in the 
foreseeable future. 
 
Foreign currency risk 
 
The Company’s mineral properties are located in Canada; accordingly, future changes in exchange 
rates do not affect the viability of exploring and development these mineral properties at this time. 
 
Market risks 
 
Even if the Company’s exploration programs are successful, factors beyond the control of the 
Company may affect the marketability of any mineral products discovered.  Mineral prices have 
fluctuated widely in recent years.  The marketability and price of minerals which may be produced or 
acquired by the Company will be affected by numerous factors beyond the control of the Company.  
These factors include delivery uncertainties related to the proximity of its reserves to processing 
facilities, and extensive government regulation relating to price, taxes, royalties, allowable production 
land tenure, the import and export of minerals, and many other aspects of the mining business. 
Declines in mineral prices may have a negative effect of the Company. 
 
Future financings to further exploration programs 
 
If the Company’s exploration programs are successful, additional funds will be required for further 
exploration and development to place a property into commercial production.  The Company’s 
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available sources of funds are:  existing cash; the further sale of equity capital; and the offering by 
the Company of an interest in its properties to be earned by another party or parties carrying out 
further exploration or development thereof.  There is no assurance such sources will continue to be 
available on favourable terms or at all.  If available, future equity financings may result in dilution to 
current shareholders.  
 
Going concern 
 
The Company’s financial statements have been prepared on a going concern basis which assumes 
that the Company will be able to realize its assets and discharge its liabilities in the normal course of 
business for the foreseeable future.  The continuing operations of the Company are dependent upon 
its ability to obtain the necessary financing to meet its on-going commitments and further its mineral 
exploration programs. 
 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
Financial instruments 
 
Financial assets and financial liabilities are recognized on the statement of financial position when 
the Company becomes a party to the contractual provisions of the financial instrument. The 
Company does not have any derivative financial instruments. 
 
Financial assets 
 
The Company classifies its financial assets into categories at initial recognition, depending on the 
purpose for which the asset was acquired.  The Company’s accounting policy for each category is as 
follows: 
 
Fair value through profit or loss 
 
This category comprises derivatives, or financial assets acquired or incurred principally for the 
purpose of selling or repurchasing in the near term.  They are carried in the statements of financial 
position at fair value, with changes in fair value recognized in profit or loss.  The Company has not 
classified any financial assets as fair value through profit and loss. 
 
Loans and receivables 
 
These assets are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market.  They are carried at amortized cost less any provision for impairment.  
Individually significant receivables are considered for impairment when they are past due or when 
other objective evidence is received that a specific counterparty will default.  Cash is classified as 
loans and receivables. 
 
Held-to-maturity investments 
 
These assets are non-derivative financial assets with fixed or determinable payments and fixed 
maturities that the Company’s management has the positive intention and ability to hold to maturity.  
These assets are measured at amortized cost using the effective interest rate method.  If there is 
objective evidence that the investment is impaired, determined by reference to external credit ratings 
and other relevant indicators, the financial asset is measured at the present value of estimated future 
cash flows.  Any changes to the carrying amount of the investment, including impairment losses, are 
recognized in profit or loss.  The Company has not classified any financial assets as held-to-maturity 
investments. 
 
Available-for-sale 
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Non-derivative financial assets not included in the above categories are classified as available-for-
sale.  They are carried at fair value with changes in fair value recognized directly in other 
comprehensive income or loss (“OCI”).  Where a decline in the fair value of an available-for-sale 
financial asset constitutes objective evidence of impairment, the amount of the loss is removed from 
OCI and recognized in profit or loss. The Company has not classified any financial assets as 
available-for-sale. 
 
Transaction costs associated with fair value through profit or loss financial assets are expensed as 
incurred, while transaction costs associated with all other financial assets are included in the initial 
carrying amount of the asset. 
 
All financial assets except for those at fair value through profit or loss are subject to review for 
impairment at least at each reporting date.  Financial assets are impaired when there is any 
objective evidence that a financial asset or a group of financial assets is impaired.  Different criteria 
to determine impairment are applied for each category of financial assets, which are described 
above. 
 
Financial liabilities 
 
The Company classifies its financial liabilities into one of two categories depending on the purpose 
for which the asset was acquired.  The Company’s accounting policy for each category is as follows: 
  
Fair value through profit or loss 
 
This category comprises derivatives, or liabilities acquired or incurred principally for the purpose of 
selling or repurchasing in the near term.  They are carried in the statement of financial position at fair 
value, with changes in fair value recognized in the statement of comprehensive loss. The Company 
has not classified any financial liabilities as fair value through profit and loss. 
 
Other financial liabilities 
   
This category includes accounts payable and accrued liabilities, amounts due to related parties, and 
loans payable which are recognized at amortized cost.  
  
Cash and cash equivalents 
 
Cash and cash equivalents in the statement of financial position is comprised of cash at banks and 
on hand, and short term deposits with an original maturity of three months or less, which are readily 
convertible into a known amount of cash and subject to insignificant interest or credit risk. 
 
Exploration and evaluation assets 
 
The Company is in the exploration stage with respect to its investment in mineral properties; 
accordingly, it follows the practice of capitalizing all costs, once it has the legal right to explore, 
relating to the acquisition of, exploration for, and development of mineral claims, and crediting all 
proceeds received against the cost of the related claims. Such costs include, but are not exclusive to 
geological, geophysical studies, exploratory drilling, and sampling. 
 
Once the technical feasibility and commercial viability of the extraction of mineral resources in an 
area of interest are demonstrable, exploration and evaluation assets attributable to that area of 
interest are first tested for impairment and then reclassified to mining property and development 
assets. At such time as commercial production commences, these costs will be charged to 
operations on a unit-of-production method based on proven and probable reserves. 
 
The aggregate costs related to abandoned mineral claims are charged to net income (loss) at the 
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time of any abandonment, or when it has been determined that there is evidence of a permanent 
impairment. An impairment charge relating to an exploration and evaluation asset is subsequently 
reversed if new exploration results or actual or potential proceeds on sale or farm-out of the property 
result in a revised estimate of the recoverable amount, but only to the extent that this does not 
exceed the original carrying value of the property that would have resulted if no impairment had been 
recognized. 
 
The recoverability of amounts shown for exploration and evaluation assets is dependent upon the 
discovery of economically recoverable reserves, the ability of the Company to obtain financing to 
complete development of the properties, and on future production or proceeds of disposition. 
 
 
The Company recognizes net income (loss) costs recovered on exploration and evaluation assets 
when amounts received or receivable are in excess of the carrying amount and the Company 
recognizes this as a gain on sale of mineral rights. 
 
All capitalized exploration and evaluation expenditures are monitored for indications of impairment. 
Where a potential impairment is indicated, assessments are performed for each area of interest. To 
the extent that exploration expenditures are not expected to be recovered, they will be charged to 
profit or loss. 
 

Impairment 
 
At each financial position reporting date, the carrying amounts of the Company’s assets are 
reviewed to determine whether there is any indication that those assets are impaired.  If any such 
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of 
the impairment, if any.  Where the asset does not generate cash flows that are independent from 
other assets, the Company estimates the recoverable amount of the cash-generating unit to which 
the asset belongs. 
 
An asset’s recoverable amount is the higher of fair value less costs to sell and value in use.  Fair 
value is determined as the amount that would be obtained from the sale of the asset in an arm’s 
length transaction between knowledgeable and willing parties.  In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset.  If 
the recoverable amount of an asset or cash generating unit is estimated to be less than its carrying 
amount, the carrying amount of the asset is reduced to its recoverable amount and the impairment 
loss is recognized in profit or loss for the period.   
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, so that the increased 
carrying amount does not exceed the carrying amount that would have been determined had no 
impairment loss been recognized for the asset (or cash-generating unit) in prior years.  A reversal of 
an impairment loss is recognized immediately in profit or loss. 
 

Foreign currency translation 
 
Transactions in currencies other than the functional currency are recorded at the rates of exchange 
prevailing on the dates of the transactions. At each financial position reporting date, monetary assets 
and liabilities that are denominated in foreign currencies are translated at the rates prevailing at the 
date of the statement of financial position.  Non-monetary items that are measured in terms of 
historical cost in a foreign currency are not retranslated. 
 
Foreign currency gains and losses are reported on a net basis and included in profit or loss. 
 
Joint venture accounting 
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Certain of the Company’s exploration and evaluation asset activities are conducted with others; 
accordingly, the accounts reflect only the Company’s proportionate interest in such activities. 
 
Share capital 
 
Common shares 
 
Common shares are classified as equity.  Transaction costs directly attributable to the issue of 
common shares and share options are recognized as a deduction from equity, net of any tax effects. 
 
Equity units 
 
Proceeds received on the issuance of units, comprised of common shares and warrants, are 
allocated on the residual value method; proceeds are allocated to the common shares up to their fair 
value, as determined by the current quoted trading price on the announcement date, and the 
balance, if any, to the reserve for warrants. 
 
Flow-through shares 
 
The Company may from time to time issue flow-through common shares to finance its exploration 
program. Pursuant to the terms of the flow-through share agreements, these shares transfer the tax 
benefit of qualifying resource expenditures to investors. On issuance, the Company bifurcates the 
flow-through share into: i) share capital, equal to the market value of the shares; ii) a flow-through 
share premium liability, equal to the estimated premium, if any, investors pay for the flow-through 
feature; and iii) reserve for warrants, equal to the remaining proceeds received.  
 
When qualifying expenses are incurred, the Company recognizes a deferred tax liability and deferred 
tax expense for the value of the tax benefit renounced to the shareholders. The Company also 
derecognizes the liability on the flow-through share premium, as other income.  
 
Proceeds received from the issuance of flow-through shares are restricted to be used only for 
Canadian exploration expenses (as defined in the Income Tax Act). The portion of the proceeds 
received but not yet expended at the end of the Company’s period is disclosed separately as 
unspent commitment/other liability (liability on flow-through share premium). 
 
Share-based payment transactions 
 
The share option plan allows Company employees and consultants to acquire shares of the 
Company.  The fair value of options granted is recognized as an employee or consultant expense 
with a corresponding increase in equity.  An individual is classified as an employee when the 
individual is an employee for legal or tax purposes (direct employee) or provides services similar to 
those performed by a direct employee.  
 
Where the share options are awarded to employees, the fair value is measured at grant date, and 
each tranche is recognized on the graded vesting method over the period during which the options 
vest.  The fair value of the options granted is measured using the Black-Scholes option pricing model 
taking into account the terms and conditions upon which the options were granted.  At each financial 
position reporting date, the amount recognized as an expense is adjusted to reflect the actual 
number of share options that are expected to vest. 
 
Where share options are granted to non-employees, fair value is measured at grant date at the fair 
value of the goods or services received in profit or loss, unless they are related to the issuance of 
shares.  Amounts related to the issuance of shares are recorded as a reduction of share capital. 
 
All share-based payments are reflected in reserves, until exercised.  Upon exercise, shares are 
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issued from treasury and the amount reflected in reserves is credited to share capital, adjusted for 
any consideration paid.  
 
Equity reserves 
 
Where share options or warrants expire or are cancelled, the fair value previously recognized is 
transferred from equity reserve to accumulated deficit. 
 
Income taxes 
 
Income tax on the profit or loss for the years presented comprises current and deferred tax. Income 
tax is recognized in profit or loss except to the extent that it relates to items recognized in other 
comprehensive income or loss or directly in equity, in which case it is recognized in other 
comprehensive income or loss or equity. 
 
Current tax expense is the expected tax payable on the taxable income for the year, using tax rates 
enacted or substantively enacted at year end, adjusted for amendments to tax payable with regards 
to previous years.  
 
Deferred tax is provided using the liability method, providing for unused tax loss carry forwards and 
temporary differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes. The following temporary differences are not 
provided for: goodwill not deductible for tax purposes; the initial recognition of assets or liabilities that 
affect neither accounting nor taxable profit; and differences relating to investments in subsidiaries, 
associates, and joint ventures to the extent that they will probably not reverse in the foreseeable 
future. The amount of deferred tax provided is based on the expected manner of realization or 
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively 
enacted at the end of the reporting period applicable to the period of expected realization or 
settlement. 
 
A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will 
be available against which the asset can be utilized. 
 
Additional income taxes that arise from the distribution of dividends are recognized at the same time 
as the liability to pay the related dividend. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current 
tax assets against current tax liabilities and when they relate to income taxes levied by the same 
taxation authority and the Company intends to settle its current tax assets and liabilities on a net 
basis. 
 
Rehabilitation provision 
 
An obligation to incur restoration, rehabilitation and environmental costs arises when environmental 
disturbance is caused by the exploration, development or ongoing production of a mineral property 
interest.  Such costs arising from the decommissioning of plant and other site preparation work, 
discounted to their net present value, are provided for and capitalized at the start of each project to 
the carrying amount of the asset, as soon as the obligation to incur such costs arises.  Discount 
rates using a pre-tax rate that reflects the time value of money are used to calculate the net present 
value.  These costs are charged against profit or loss over the economic life of the related asset, 
through amortization using either the unit-of-production or the straight-line method.  The related 
liability is adjusted for each period for the unwinding of the discount rate and for changes to the 
current market-based discount rate, amount or timing of the underlying cash flows needed to settle 
the obligation.  Costs for restoration of subsequent site damage which is created on an ongoing 
basis during production are provided for at their net present values and charged against profits as 
extraction progresses.  The Company has no material restoration, rehabilitation and environmental 
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costs as the disturbance to date is minimal. 
 
Loss per share 
 
The Company presents basic and diluted loss per share for its common shares, calculated by 
dividing the loss attributable to common shareholders of the Company by the weighted average 
number of common shares outstanding during the period.  Diluted loss per share is determined by 
adjusting the loss attributable to common shareholders and the weighted average number of 
common shares outstanding for the effects of all dilutive potential common shares. 
 
Segment reporting 
 
The Company operates in a single reportable segment being the acquisition, exploration, and 
development of exploration and evaluation assets. 
 
CRITICAL ACCOUNTING ESTIMATES 

 
The preparation of these financial statements using accounting policies consistent with IFRS 
requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities, disclosure of contingent assets and liabilities, and the reported amounts of 
revenues and expenses. The preparation of these financial statements also requires management to 
exercise judgment in the process of applying the accounting policies. 
   
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized prospectively from the period in which the estimates are revised. The 
following are the key estimate and assumption uncertainties that have a significant risk of resulting in 
a material adjustment within the next financial year: 
 
Impairment of exploration and evaluation assets 
 
When there are indications that an asset may be impaired, the Company is required to estimate the 
asset’s recoverable amount. Recoverable amount is the greater of value in use and fair value less 
costs to sell.  Determining the value in use requires the Company to estimate expected future cash 
flows associated with the asset and a suitable discount rate in order to calculate present value.  For 
the year ended December 31, 2013, the Company wrote off $1,624,711 (December 31, 2012 - $nil) 
of exploration and evaluation assets. 
  
Share-based compensation 
 
Management is required to make certain estimates when determining the fair value of stock options 
awards, and the number of awards that are expected to vest. These estimates affect the amount 
recognized as share-based compensation in the Company's statement of comprehensive loss. For 
the year ended December 31, 2013, the Company recognized $7,625 (December 31, 2012 - 
$44,651) as share-based compensation expense. 
 
NEW ACCOUNTING STANDARDS AND INTERPRETATIONS ADOPTED DURING THE YEAR 
 
IFRS 10 Consolidated Financial Statements 
 
In May 2011, the IASB issued IFRS 10 Consolidated Financial Statements (IFRS 10). IFRS 10, 
which is to be applied retrospectively, is effective for annual periods beginning on or after January 1, 
2013, with earlier application permitted.  
 
IFRS 10 replaces Standing Interpretations Committee 12 Consolidation – Special Purpose Entities 
(SIC 12) and IAS 27 Consolidated and Separate Financial Statements (IAS 27). IFRS 10 eliminates 
the current risk and rewards approach and establishes control as the single basis for determining the 
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consolidation of an entity. The standard provides guidance on how to apply the control principles in a 
number of situations, including agency relationships and holding potential voting rights.  
Management has determined that the adoption of IFRS 10 has no impact on the Company’s financial 
statements as it does not have any subsidiaries at this time. 
 
IFRS 11 Joint Arrangements 
 
In May 2011, the IASB issued IFRS 11 Joint Arrangements (IFRS 11), in addition to IFRS 10 and 
IFRS 12. IFRS 11 is effective for annual periods beginning on or after January 1, 2013. 
 
Management has determined that the adoption of IFRS 11 has no impact on the Company’s financial 
statements as it does not have any joint arrangements at this time. 
 
IFRS 12 Disclosure of Interests in Other Entities 
 
In May 2011, the IASB issued IFRS 12 Disclosure of Interests in Other Entities (IFRS 12). IFRS 12, 
which is to be applied retrospectively, is effective for annual periods beginning on or after January 1, 
2013, with earlier application permitted. 
 
IFRS 12 outlines the required disclosures for interests in subsidiaries and joint arrangements. The 
new disclosures require information that will assist financial statement users to evaluate the nature, 
risks and financial effects associated with an entity’s interests in subsidiaries and joint arrangements.  
 
Management has determined that the adoption of IFRS 12 has no impact on the Company’s financial 
statements as it does not have any subsidiaries or joint arrangements at this time. 
 
Other 
 
In January 2013, the IASB issued amendments to IAS 27 Separate Financial Statements, which 
aligns the new consolidation guidance prescribed in IFRS 10, Consolidated Financial Statements, as 
it applies to investments in subsidiaries, joint ventures, and associates when an entity either elects or 
is required by local regulations to prepare separate financial statements in accordance with IFRS. 
   
In January 2013, the IASB issued amendments to IAS 28 Investments in Associates and Joint 
Ventures, which was amended as a consequence of the issue of IFRS 10, Consolidated Financial 
Statements; IFRS 11, Joint Arrangements; and IFRS 12, Disclosure of Interests in Other Entities.  
IAS 28 provides the accounting guidance for investments in associates and sets out the 
requirements for the application of the equity method when accounting for investments in associates 
and joint ventures. 
   
Management has determined that the adoption of IFRS 27 and 28 have no impact on the Company’s 
financial statements as it does not have any subsidiaries, joint ventures, associates, or joint 
arrangements at this time. 
 
NEW ACCOUNTING STANDARDS AND INTERPRETATIONS NOT YET ADOPTED 
 
IFRS 9 Financial Instruments 
 
In November 2009, the IASB issued, and subsequently revised in October 2010, IFRS 9 Financial 
Instruments (IFRS 9) as a first phase in its ongoing project to replace IAS 39.  IFRS 9, which is to be 
applied retrospectively, is effective for annual periods beginning on or after January 1, 2015, with 
earlier application permitted. 
 
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 
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flow characteristics of the financial assets.  The new standard also requires a single impairment 
method to be used, replacing the multiple impairment methods in IAS 39. The standard also adds 
guidance on the classification and measurement of financial liabilities.   
 
Management has not yet determined the potential impact the adoption of IFRS 9 will have on the 
Company’s financial statements. 
 
CAPITAL RESOURCES 
 
Common shares 

Issue

Number Price Amount

Balance at December 31, 2012 and December 31, 2013 7,602,574            -                       11,173,347$          

Private placement 13,256,000          0.05                  662,800                

Balance at April 24, 2014 20,858,574          11,836,147$          

 
Warrants 

Number of Weighted Average

Warrants Exercise Price

Balance at December 31, 2012 4,478,720          1.250                    

Warrants expired (3,226,720)         1.170                    

Balance at December 31, 2013 1,252,000          1.600                    

Warrants expired (252,000)            2.000                    

Warrants issued 13,256,000        0.075                    

Balance at April 24, 2014 14,256,000        0.175$                  

Number of

Expiry Date Warrants Exercise Price

January 28, 2015 (1) 1,000,000          1.500$                  

September 10, 2015 13,256,000        0.075                    

14,256,000        0.175$                  

 
 (1) On December 14, 2012 the TSX-V consented to the extension date of 1,000,000 warrants that originally expired on January 28, 2013 to January 28, 

2015.
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Agent warrants 

Number of Weighted Average

Agent Warrants Exercise Price

Balance at December 31, 2012 136,070             0.80$                    

Agent warrants expired (136,070)            0.80                     

Balance at December 31, 2013 -                       -                     

Agent warrants granted 312,000             0.075                    

Balance at April 24, 2014 312,000             0.075$                  

Number of

Expiry Date Agent Warrants Exercise Price

September 10, 2015 312,000             0.075$                  

 
 
Stock Options 

Number of Weighted Average

Options Exercise Price

Balance at December 31, 2012 330,000             0.900$                  

Options granted 130,000             0.810                    

Options cancelled (170,000)            0.970                    

Balance at December 31, 2013 290,000             0.710                    

Options cancelled (80,000)             0.500                    

Options expired (50,000)             0.500                    

Options granted 1,500,000          0.160                    

Balance at April 24, 2014 1,660,000          0.240$                  

Number of Options

Grant Date Expiry Date Outstanding Exercise Price

January 4, 2011 January 4, 2016 160,000             0.875$                  

March 12, 2014 March 11, 2019 1,500,000          0.160                    

1,660,000          0.240$                  
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Agent Options 

Number of Weighted Average

Agent Options Exercise Price

Balance at December 31, 2012 51,200              1.25$                    

Agent options expired (51,200)             1.25                     

Balance at December 31, 2013 and April 24, 2014 -                       -$                         

 
ADDITIONAL INFORMATION 
 
Additional information relating to the Company can be found on SEDAR at www.sedar.com. 
 
  

6.17 Additional Disclosure for Companies without Significant Revenue 
 
Please see the Company’s annual financial statements and MD&A for the year ended December 31, 2013, 
available at www.sedar.com. 
 
6.18 Description of Securities 
 
As at the date hereof, there are 20,958,574 common shares issued and outstanding. Also, as of the date 
hereof, there are 14,256,000 warrants outstanding to purchase 14,256,000 common shares with an average 
weighted exercise price of $0.175 per share; there are 312,000 agent warrants outstanding to purchase 
312,000 common shares with an exercise price of $0.075 per share; and there are 1,660,000 stock options 
outstanding to purchase 1,660,000 common shares with an average weighted exercise price of $0.24 per 
share. 
 
6.19 Provide breakdown if the Company has not had significant revenue from operations in either 

of its last two financial years. 
 
Please see the Company’s annual financial statements and MD&A for the year ended December 31, 2013, 
available at www.sedar.com. 
 
6.20 Negative cash flow 
 
The Company had negative cash flow in its most recently completed financial year ended December 31, 
2013. Management expected that funds on hand at that time would be not sufficient to cover operating 
expenses for an additional twelve months. Should an acquisition occur or a decision made regarding a 
possible field program at the Chuchi property or the completion of the AAA Heidelberg acquisition, additional 
funds will be needed to be raised to fund operations. 
 
6.21 Additional disclosure for Companies with significant equity investees 
 
This section does not apply as the Company does not have any equity investees. 
 
7. Market for Securities 

 
The common shares of the Company are listed and posted for trading on the TSX-V under symbol “CMT”. 
 
 
8. Consolidated Capitalization 

 

http://www.sedar.com/
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The Company consolidated its capital on a one (1) new for five (5) old basis effective November 7, 2013. 
 
9. Options to Purchase Securities 

 
The following table summarizes the options granted under the Company’s stock option plan that are 
outstanding as of April 24, 2014: 

Market Value of Market Value of

Exercise Price Common Shares Common Shares

Number of Securities Grant Expiry Per Common On Date of as of

Group Options Under Option Date Date Share Grant April 24, 2014

Director 80,000             80,000               04-Jan-11 04-Jan-16 0.875$                0.68$                     0.47$                      

(1 person)

Consultants 80,000             80,000               04-Jan-11 04-Jan-16 0.875$                0.68$                     0.47$                      

(1 person)

Directors 750,000           750,000            12-Mar-14 11-Mar-19 0.16$                  0.16$                     0.47$                      

(2 persons)

Officers 400,000           400,000            12-Mar-14 11-Mar-19 0.16$                  0.16$                     0.47$                      

(2 persons)

Consultants 350,000           350,000            12-Mar-14 11-Mar-19 0.16$                  0.16$                     0.47$                      

1,660,000       1,660,000         

 
See Appendix B for a full copy of the stock option plan which the Company intends to implement 

concurrently with its listing on the CSE. 

 
 
10. Description of the Securities 

 
10.1 General 

 
There are no special rights or restrictions attached to the Company’s common shares.   The holders of the 
common shares are entitled to receive notice of and to attend and vote at all meetings of the shareholders of 
the Company and each common share shall confer the right to one vote in person or by proxy at all meetings 
of the shareholders of the Corporation. The holders of the common shares, subject to the prior rights, if any, 
of any other class of shares of the Company, are entitled to receive such dividends in any financial year as 
the board of directors of the Company may by resolution determine. In the event of the liquidation, 
dissolution or winding- up of the Company, whether voluntary or involuntary, the holders of the common 
shares are entitled to receive, subject to the prior rights, if any, of the holders of any other class of shares of 
the Company, the remaining property and assets of the Company. 

 
10.2-10.6 Debt Securities 

 
This section does not apply as the Company does not have any debt securities. 

 
10.7 Prior Sales 

 
For the 12-month period prior to the date of this document, the following securities of the Company were 
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sold:   
 
On March 10, 2014, the Company issued 13,256,000 units at $0.05 per unit for gross proceeds of $662,800.  
Each unit consists of one common share and one share purchase warrant of the Company.  Each warrant is 
exercisable to purchase one common share of the Company until September 10, 2015 at $0.075 per share.  
The full issue price was allocated to the common shares.  Finders’ fees were paid in the amount of $15,600 
along with the issuance of 312,000 agent warrants.  Each agent warrant is exercisable to purchase one 
common share of the Company until September 10, 2015 at $0.075 per share.  These agent warrants have a 
fair value, calculated using the Black-Scholes option pricing model, of $42,959 or $0.14 per option, assuming 
an expected life of one and a half years, a risk-free interest rate of 1.04%, an expected dividend rate of 
0.00%, and an expected annual volatility coefficient of 204%. 

 

10.8 Stock Exchange Price 

 
The common shares of the Company are proposed to be listed and posted for trading on the Canadian 
Securities Exchange (“CSE”) (formerly the Canadian National Stock Exchange (“CNSX”). 
 
Currently, the Company’s common shares are listed for trading on the TSX-V under the symbol “CMT”. 
 
The following table sets out the price ranges and volume traded or quoted on the TSX-V for the common 
shares of the Company for the 12-month period prior to the date of this Listing Application: 

Month

Ended High Low Close Volume

March 2014 0.25$                             0.22$                             0.25$                             143,400                        

February 2014 0.39$                             0.12$                             0.23$                             164,000                        

January 2014 0.14$                             0.04$                             0.14$                             58,700                          

December 2013 0.05$                             0.01$                             0.04$                             8,400                             

November 2013 0.07$                             0.04$                             0.04$                             10,800                          

October 2013 0.10$                             0.05$                             0.07$                             4,900                             

September 2013 0.05$                             0.05$                             0.05$                             100                                

August 2013 0.05$                             0.05$                             0.05$                             3,100                             

July 2013 0.10$                             0.05$                             0.05$                             4,800                             

June 2013 0.10$                             0.05$                             0.10$                             5,900                             

May 2013 0.10$                             0.05$                             0.05$                             8,800                             

April 2013 0.15$                             0.10$                             0.10$                             17,300                          

 
 
11. Escrowed Securities 

 
11.1 Escrowed Securities 
 
There are currently no shares issued by the Company that are subject to escrow restrictions. 
 
 
12. Principal Shareholders 

 
To the knowledge of the directors and officers of the Company, as of the date of this document no person or 
company beneficially owns, directly or indirectly, or exercises control or direction over common shares 
carrying more than 10% of the voting rights attached to any class of voting securities of the Company. 
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13. Directors and Officers 

 
13.1-13.3 

 

The Articles of the Company provide that the number of directors should not be fewer than three directors.   
Each director holds office until the close of the next annual general meeting of the Company, or until his or 
her successor is duly elected or appointed, unless his or her office is earlier vacated.  The Company’s Board 
currently consists of three directors, of whom one can be defined as an “unrelated director” or a director who 
is independent of management and free from any interests and any business or other relationship which 
could, or could reasonably be perceived to, materially interfere with the directors’ ability to act with a view to 
the best interests of the Company, other than interests and relationships arising from shareholders, and do 
not have interests in or relationships with the Company. 
 
The following table provides the names of the directors and officers, municipalities of residence, province 
and country, respective positions and offices held with the Company, their principal occupations for the past 
five years and the number and percentage of common shares owned, directly or indirectly, or over which 
control or direction is exercised, of voting securities of the Company, as of the date hereof: 
 
Name, Province, Country of 

Residence, and Position(s) 

with the Company 

 

Principal Occupation 

Business or Employment 

 

Period Served as a  Director 

 

Number of Voting Securities 

of the Company Beneficially 

Owned or Controlled or 

Directed, Directly or 

Indirectly 
(2) 

Yari Nieken 
(1)

 
British Columbia, Canada 
Interim President, Chief 
Executive Officer, and Director 

Consultant 
Principal of Foremost Capital 
Corp 

April 11, 2013 to present 10,000 

Ian Foreman 
(1)

 
British Columbia, Canada 
Director 

Professional Geoscientist 
Principal of Foremost 
Geological  Consulting and 
Foremost   Management 
Services Inc. 

January 4, 2011 to present 
 

1,053,600 

Chris Hornung 
Ontario, Canada 
Director 

Consultant 
Vice-President of Kenex 
Manufacturing Co. 

February 6, 2014 to present 100,000 

Tracey St. Denis  
British Columbia, Canada 
Chief Financial Officer 

Chartered Professional 
Accountant (CPA), Certified 
General Accountant (CGA) 
Principal of T. St. Denis, Inc. 

April 1, 2012 to present 100,000 

Laara Shaffer 
British Columbia, Canada 
Corporate Secretary 

Consultant 
Principal of Timeline Filing 
Services and Tarmac 
Management 

October 1, 2011 to present -  

 
 (1)

 Member of audit committee 
(2)

 Shares beneficially owned, directly or indirectly, or over which control or direction is exercised, as at 
August 1, 2013, based upon information furnished to the Company by the individual directors and 
upon information derived from insider reports filed on SEDI.  

 
The term of office of the persons set out above, who are presently directors, will expire as of the date of the 
next Annual General Meeting.  All of the directors who are elected at the next Annual General Meeting will 
have their term of office expire at the subsequent Annual General Meeting or at such time when their 
successors are duly elected or appointed in accordance with the Company’s Articles, or with the provisions 
of applicable corporate legislation or until such director’s earlier death, resignation, or removal. 
 
As of the date of this document, the directors and officers of the Company beneficially own, directly or 

indirectly, as a group, 1,263,600 common shares of the Company representing approximately 6.03 % of all 

outstanding voting securities of the Company.   
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13.4 Board Committees 

 
The Company has one committee, the Audit Committee, whose members are: 
 
Yari Nieken     Interim President, Chief Executive Officer, and a non-independent member of the audit 

committee 
Ian Foreman      Director, and a non-independent member of the audit committee 
Chris Hornung Director, and an independent member of the audit committee 
 

13.5 See table at s.13.1 – 13.3. 

 
13.6 Cease Trade Orders or Bankruptcies 

 

Except as disclosed below and to the knowledge of the Company, no director, officer, or promoter of the 
Company, or a security holder anticipated to hold sufficient securities of the Company to affect materially 
the control of the Company is, or within 10 years before the date of this document, has been, a director or 
officer of any other Company that, while that person was acting in that capacity: 
 
(a) was the subject of a cease trade or similar order, or an order that denied the other Company 

access to any exemptions under Ontario securities law, for a period of more than 30 consecutive 
days, state the fact and describe the basis on which the order was made and whether the order is 
still in effect; 

 
(b) was subject to an event that resulted, after the director or executive officer ceased to be a 

director or executive officer, in the company being the subject of a cease trade or similar order or 
an order that denied the relevant company access to any exemption under securities legislation, 
for a period of more than 30 consecutive days; 

 
(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or 

was subject to or instituted any proceedings, arrangement or compromise with creditors or had a 
receiver, receiver manager or trustee appointed to hold its assets; or 

 
(d) within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal 

under any legislation relating to bankruptcy or insolvency or was subject to or instituted any 
proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or 
trustee appointed to hold its assets. 

 
Ian Foreman is a director of Golden Sun Mining Corp.  that, pursuant to subsections 4.2(1)(j)(i) and 
5.3(1)(c)(i) of National Instrument 43-101 Standards of Disclosure for Mineral Projects (NI 43-101), was 
cease traded by the British Columbia Securities Commission on September 8, 2013 for failure to file an 
independent technical report supporting its disclosure of the mineral resource estimate and results of the 
PEA for its Cherry Hill Mine property. 
 
13.7 Penalties or Sanctions 
 
To the knowledge of the Company, no director of the Company is, or within the ten (10) years before the 
date of this document has been, a director, chief executive officer, or chief financial officer of any company 
that has been the subject of any penalties or sanctions imposed by a court or securities regulatory authority 
relating to Canadian securities legislation. 
 
 
13.8 Personal Bankruptcies 
 
No director or officer of the Company is, or has, within the  10 years prior to the date of this document,  been  
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declared  bankrupt  or  made  a  voluntary  assignment  in  bankruptcy,  made  a proposal under any 
legislation relating to bankruptcy or insolvency or been subject to or instituted any proceedings, arrangement 
or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of 
that individual. 
 
13.9 Conflicts of Interest 
 
Certain of the directors and officers of the Company are also directors and officers of other natural resource 
companies. The directors of the Company are bound by the provisions of the Business Corporations Act 
(British Columbia) (“Corporations Act”) to act honestly and in good faith with a view to the best interests of 
the Company and to disclose any interests, which they may have in any project or opportunity of the 
Company. If a conflict of interest arises at a meeting of the board of directors, any director in a conflict will 
disclose his interest and abstain from voting on such matter. 

The Company’s directors and officers may serve as directors or officers, or may be associated with other 
reporting companies, or have significant shareholdings in other public companies. To the extent that such 
other companies may participate in business or asset acquisitions, dispositions, or ventures in which the 
Company may participate, the directors and officers of the Company may have a conflict of interest in 
negotiating and concluding on terms with respect to the transaction. If a conflict of interest arises, the 
Company will follow the provisions of the Corporations Act dealing with conflict of interest. These provisions 
state that where a director has such a conflict, that director must, at a meeting of the Company's directors, 
disclose his or her interest and refrain from voting on the matter unless otherwise permitted by the 
Corporations Act. In accordance with the laws of the Province of British Columbia, the directors and officers 
of the Company are required to act honestly, in good faith, and in the best interest of the Company. 
 
13.10 Management 
 
Yari Nieken is the interim President, the Chief Executive Officer, and a director of the Company. 
 
Tracey St. Denis is the Chief Financial Officer of the Company. 
 
Laara Shaffer is the Corporate Secretary of the Company. 
 
14. Capitalization 

 

14.1 Issued Capital 

Number of Number of

Securities Securities % Issued % Issued

(Non-Diluted) (Fully-Diluted) (Non-Diluted) (Fully-Diluted)

As of April 24, 2014 20,858,574              37,086,574              100% 56%

 
The following table shows the number of securities held by related persons or employees of the Company, 
or by persons or companies who beneficially own or control, directly or indirectly, more than a 5% voting 
position in the Company (or who would beneficially own or control, directly or indirectly, more than a 5% 
voting position in the Company upon exercise or conversion of other securities held): 

 

Related Persons 

 

Total Public Float 20,858,574                                  

1,263,600 

19,694,974 Non-Related Persons 
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There are no outstanding securities subject to resale restrictions, including restrictions imposed by pooling or 

other arrangements, or in a shareholder agreement, or securities held by control block holders. 

**Class of Security Public Security holders (Registered)  

 

Size of Holding Number of holders Total number of securities 

1 - 99 securities 9 1,621 

100 – 499 securities 28 30,375 

500 – 999 securities 40 117,645 

1,000 – 1,999 securities 54 341,595 

2,000 – 2,999 securities 28 334,136 

3,000 – 3,999 securities 9 152,900 

4,000 – 4,999 securities 11 231,000 

5,000 or more securities 120 6,413,180 

Total 299 7,622,452 

 

 
 

**Class of Security   Public Security Holders (Beneficial) – includes registered and non-registered 

 

 

 

 

 

 

 

 

 

 

 
holders (Beneficial) – includes registered and non-registered 

Size of Holding Number of holders  Total number of securities 

1 - 99 securities 7  1,484 

100 – 499 securities 26  27,450 

500 – 999 securities 33  100,460 

1,000 – 1,999 securities 52  341,820 

2,000 – 2,999 securities 27  182,175 

3,000 – 3,999 securities 8  137,900 

4,000 – 4,999 securities 9  186,000 

5,000 or more securities 79  7,858,205 

Total 241  8,835,494 

 

 
**The information provided above is current as of August 1, 2013, being the record date of the most recent 

annual general meeting of shareholders, and is based upon the list of registered shareholders and the list of 

non-objecting beneficial owners obtained for such meeting. The information has been adjusted to reflect the 

5 old for 1 new share consolidation which took place on November 7, 2013.
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Class of Security Non Public Securityholders  

Size of Holding Number of holders  Total number of securities 

1 - 99 securities    

100 – 499 securities    

500 – 999 securities    

1,000 – 1,999 securities    

2,000 – 2,999 securities    

3,000 – 3,999 securities    

4,000 – 4,999 securities    

5,000 or more securities    

Total 0  0 
 

 

 

14.2 Convertible/Exchangeable Securities 

Number of Weighted Average

Options Exercise Price

Balance at December 31, 2012 330,000             0.900$                  

Options granted 130,000             0.810                    

Options cancelled (170,000)            0.970                    

Balance at December 31, 2013 290,000             0.710                    

Options cancelled (80,000)             0.500                    

Options expired (50,000)             0.500                    

Options granted 1,500,000          0.160                    

Balance at April 24, 2014 1,660,000          0.240$                  

Number of Options

Grant Date Expiry Date Outstanding Exercise Price

January 4, 2011 January 4, 2016 160,000             0.875$                  

March 12, 2014 March 11, 2019 1,500,000          0.160                    

1,660,000          0.240$                  

 
 

14.3 Other Listed Securities 

 
There are no other listed securities reserved for issuance that are not included in section 14.2. 

 
15. Executive Compensation 

 
15.1 See “Appendix C” attached hereto. 
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16. Indebtedness of Directors and Executive Officers 

 
16.1 Aggregate Indebtedness 

 
No existing or proposed director, executive officer or senior officer of the Company or any associate of any of 

them, was indebted to the Company as at the financial year ended December 31, 2013, or is currently 

indebted to the Company. 

16.2 Indebtedness under Securities Purchase and Other Programs 

This section does not apply as the Company does not have any indebtedness under securities purchase or 

other programs. 

17. Risk Factors 

 
17.1 Risk Factors 

 

a) Resource Sector 

 
Resource  exploration  is  a  speculative  business,  which  is  characterized  by  a  number  of 
significant risks including, among other things, unprofitable efforts resulting from the failure to 
discover mineral deposits.  The marketability of minerals acquired or discovered by the Company 
may be affected by numerous factors which are beyond the control of the Company and which 
cannot be accurately predicted, such as market fluctuations, the proximity and capacity of milling 
facilities, mineral markets and processing equipment, and such other factors as government 
regulations, including regulations relating to royalties, allowable production, importing and exporting 
of minerals, and environmental protection, the combination of which factors may result in the 
Company not receiving an adequate return of investment capital. 

To date, the Company’s property is currently at the exploration stage and is without a known body of 
commercial ore.  As such prospective purchasers of the Company’s common shares should 
consider carefully, among other things, that the Company’s exploration of its property involves 
significant risks.   Our current management, while considerably experienced in managing exploration 
projects, has limited production experience and as such is dependent upon the production expertise 
of future potential joint venture partners. 

 
(i) Exploration Risks 
 
Mineral exploration involves a high degree of risk and few properties which are explored are 
ultimately developed into producing mines.  There is no assurance that the Company’s mineral 
exploration activities will result in any discoveries of commercial bodies of mineralization.   The long-
term profitability of the Company’s operations will be in part directly related to the cost and success 
of its exploration programs, which may be affected by a number of factors. 
 
Substantial expenditures are required to establish reserves through drilling, metallurgical processes 
to extract the metal from the ore and, in the case of new properties, to build the mining and 
processing facilities and infrastructure at any site chosen for mining.  Although substantial benefits 
may be derived from the discovery of a major mineralized deposit, no assurance can be given that 
minerals will be discovered in sufficient quantities and grades to justify commercial operations or that 
the funds required for further expansion can be obtained on a timely basis. The Company’s project is 
currently in an exploration stages. Estimates and mineral projects can also be affected by such 
factors as environmental permitting regulations and requirements, weather, environmental factors 
and unforeseen technical difficulties, as well as unusual or unexpected geological formations and 
work interruptions.  In addition, the grade of ore ultimately mined may differ from that indicated by 
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drilling results. 

 
(ii) Lack of Cash Flow and Non-Availability of Additional Funds 

 

The Company’s property is currently being explored or assessed for exploration and as a result, the 
Company has no source of operating cash flow.  The Company has limited financial resources and 
there is no assurance that if additional funding were needed, that it would be available to the 
Company on terms and conditions acceptable to it. Failure to obtain such additional financing could 
result in delay or indefinite postponement of further exploration and the possible, partial or total loss 
of the Company’s interest in its current property. 

 

The  exploration  of  any  ore  deposits  found  on  the  Company’s  exploration  properties depends 
upon the Company’s ability to obtain financing through debt financing, equity financing or other 
means.  There is no assurance that the Company will be successful in obtaining the required 
financing.  Failure to obtain additional financing on a timely basis could cause the Company to forfeit 
its interests in its property. 
 
The Company’s property has not commenced commercial production and the Company has no 
history of earnings or cash flow from its operations.  As a result there can be no assurance that the 
Company will be able to develop its property profitably or that its activities will generate positive cash 
flow.  The Company has not declared or paid dividends on its common shares since incorporation 
and does not anticipate doing so in the foreseeable future.  The only present source of funds 
available to the Company is through the sale of its common shares.  Even if the results of 
exploration are encouraging, the Company may not have sufficient funds to conduct the further 
exploration that may be necessary to determine whether or not a commercially mineable deposit 
exists on any property.  While the Company may generate additional working capital through the 
operation, sale or possible joint venture expansion of its property, there is no assurance that any 
such funds will be available for operations. 

 
(iii) Operating Hazards and Risks 
 
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 of 
metals, such as unusual or unexpected formations, cave-ins, pollution, all of which could result in 
work stoppages, damage to property, and possible environmental damage. 
 
(iv) Title Risks 

 
Although the Company has exercised the usual due diligence with respect to determining title to the 
property in which it has a material interest, there is no guarantee that title will not be challenged or 
impugned.    The Company’s mineral property interests may be subject to prior unregistered 
agreements or transfers or native land claims and title may be affected by undetected defects.  

 
(v) Conflicts of Interest 

 
Certain of the directors of the Company are directors of other mineral resource companies and, to 
the extent that such other companies may participate in ventures in which the Company may 
participate, the directors of the Company may have a conflict of interest in negotiating and 
concluding terms respecting the extent of such participation.  In the event that such a conflict of 
interest arises at a meeting of the directors of the Company, a director who has such a conflict will 
abstain from voting for or against the approval of such matter.  In appropriate cases the Company 
will establish a special committee of independent directors to review a matter in which several 
directors, or management, may have a conflict.  From time to time several companies may 
participate in the  acquisition,  exploration  and  development  of  natural  resource  properties  
thereby allowing for their participating in larger programs, permitting involvement in a greater 
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number of programs and reducing financial exposure in respect of any one program. It may also 
occur that a particular company will assign all or a portion of its interest in a particular program to 
another of these companies due to the financial position of the company making the assignment.  In 
accordance with the laws of the Province of British Columbia, the directors of the Company are 
required to act honestly, in good faith and in the best interest of the Company.  In determining 
whether the Company will participate in a particular program and the interest therein to be acquired 
by it, the directors will primarily consider the potential benefits to the Company, the degree of risk to 
which the Company may be exposed and its financial position at that time. Other than as indicated, 
the Company has no other procedures or mechanisms to deal with conflicts of interest.  The 
Company is not aware of the existence of any conflict of interest as described herein. 

 
(vi) Competition and Agreements with Other Parties 
 
The mineral resources industry is intensely competitive and the Company competes with many 
companies that have greater financial resources and technical facilities than it. Significant 
competition exists for the limited number of mineral acquisition opportunities available in the 
Company’s sphere of operations.   As a result of this competition, the 
 
Company’s ability to acquire additional attractive mining properties on terms it considers acceptable 
may be adversely affected. 

 
(vii) Fluctuating Mineral Prices 
 
The mining industry in general is intensely competitive and there is no assurance that, even if 
commercial quantities of mineral resources are developed, a profitable market will exist for the sale 
of same.   Factors beyond the control of the Company may affect the marketability of any minerals 
discovered. There is no assurance that commodity prices will remain at current levels; significant 
price movements over short periods of time may be affected by numerous factors beyond the control 
of the Company, including international economic and political trends, expectations of inflation, 
currency exchange fluctuations (specifically, the U.S. dollar relative to other currencies), interest 
rates and global or regional consumption patterns, and speculative activities.  The effect of these 
factors on the price of minerals and therefore the economic viability of any of the Company’s 
exploration projects cannot accurately be predicted.  As the Company is in the exploration stage, the 
above factors have had no material impact on operations or income. 

 
(viii) Dilution 

 
Since the Company does not generate any revenues, it may not have sufficient financial resources 
to undertake by itself all of its planned mineral property acquisition and exploration activities. 
Operations will continue to be financed primarily through the sale of securities such as common 
shares. The Company will need to continue its reliance on the sale of such securities for future 
financing, which may result in dilution to existing shareholders. 
 
(ix) Environmental Regulations, Permits and Licenses 

 
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 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 which means 
stricter standards, 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 
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intends to fully comply with all environmental regulations. 

 
(x) Compliance with Applicable Laws and Regulations 

 
The current or future operations of the Company, including development activities and 
commencement of production on its properties, require permits from various, federal, provincial or 
territorial and local governmental authorities and such operations are and will be governed by laws 
and regulations governing prospecting, development, mining, production, exports, taxes, labour 
standards, occupational health, waste disposal, toxic substances, land use, environmental 
protection, mine safety and other matters. 

 

Such operations and exploration activities are also subject to substantial regulation under these laws 
by governmental agencies and may require that the Company obtain permits from various 
governmental agencies.   There can be no assurance, however, that all permits which the Company 
may require for its operations and exploration activities will be obtainable on reasonable terms or on 
a timely basis or such laws and regulations would not have an adverse effect on any mining project 
which the Company might undertake. 

 
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 may be required to compensate those suffering loss or damage by reason of mining 
activities and may have civil or criminal fines or penalties imposed for violations of applicable laws or 
regulations and, in particular, environmental laws. 

 
Amendments to current laws, regulations and permits governing operations and activities of mining 
companies, or more stringent implementation thereof, could have a material adverse impact on the 
Company and cause increases in capital expenditures or production costs or reduction in levels of 
production at producing properties or require abandonment or delays in development of new mining 
properties. 

 

To the best of the Company’s knowledge, it is operating in compliance with all applicable rules and 

regulations. 

 
(xi) Canadian Jurisdictional and Enforceability of Judgments, Risks 
 
The Company is a Canadian corporation and is governed in its conduct by the Laws of Canada.  All 
of the Company’s directors are residents of Canada and all its assets are located in Canada. 
Consequently, it may be difficult for U.S. investors to effect service of process within the United 
States upon the Company or upon such persons who are not residents of the United States, or to 
realize in the United States upon judgments of U.S. courts predicated upon civil liabilities under U.S. 
securities laws. A judgment of a U.S. court predicated solely upon such civil liabilities may be 
enforceable in Canada by a Canadian court if the U.S. court in which the judgment was obtained 
had jurisdiction, as determined by the Canadian court, in the matter. There is substantial doubt 
whether an original action could be brought successfully in Canada against any of such persons or 
the Company predicated solely upon such civil liabilities. 
 

(b) Medical Marijuana Sector 
 

(i)  The Company does not know nor can it predict the timeframe for AAA Heidelberg to 
complete the application process and receive a response from Health Canada; accordingly, there is 
no certainty that AAA Heidelberg will be granted a license under MMPR, or that the transaction will 
be completed.  
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Should AAA Heidelberg be granted a license, the Company intends to complete the transaction by 
signing a Definitive Agreement.  The completion of the transaction will be considered a Change of 
Business and at that time the Company will make a filing with the TSX-V, or CSE, as applicable, 
create a disclosure statement, and convene a special meeting to seek shareholder approval. 
 
In the event that the Company and AAA Heidelberg enter into a definitive agreement, the following 
risk factors should be carefully considered in evaluating the Company, its acquisition of AAA 
Heidelberg, and the resulting Company post transaction. The risks presented below may not be all of 
the risks that the Company post transaction and AAA Heidelberg may face. It is believed that these 
are the factors that could cause actual results to be different from expected and historical results.  
The market in which AAA Heidelberg currently competes is very competitive and changes rapidly. 
Sometimes new risks emerge and management may not be able to predict all of them, or be able to 
predict how they may cause actual results to be different from those contained in any forward-
looking statements.  
 
(ii) Reliance on license 

 
AAA Heidelberg’s ability to grow, store, and sell medical marijuana in Canada is dependent on 
obtaining a license under the MMPR from Health Canada.   Failure to comply with the 
requirements of the license or any failure to maintain this license would have a material adverse 
impact on the business, financial condition, and operating results of AAA Heidelberg and the 
Company post transaction.   
 
(iii) Regulatory risks 
 
The  activities  of  AAA Heidelberg  are  subject  to  regulation  by  governmental  authorities,  
particularly  Health  Canada.  Achievement of AAA Heidelberg’s business objectives are contingent, 
in part, upon compliance with regulatory requirements enacted by these governmental authorities 
and obtaining all regulatory approvals, where necessary, for the sale of its products. AAA 
Heidelberg cannot predict the time required to secure all appropriate regulatory approvals for its 
products, or the extent of testing and documentation that may be required by governmental 
authorities.   Any delays in obtaining, or failure to obtain regulatory approvals would significantly 
delay the  development of markets and products and could have a material adverse effect on the 
business, results of operations and financial condition of AAA Heidelberg and the Company post 
transaction. 
 
(iv)     Change in laws, regulations, and guidelines 

 
AAA Heidelberg’s operations  are  subject  to  a  variety of laws,  regulations  and  guidelines  
relating  to  the  manufacture, management, transportation, storage, and disposal of medical 
marijuana but also including laws and regulations relating to health and safety, the conduct of 
operations, and the protection of the environment.   While to the knowledge of AAA 
Heidelberg’s management, AAA Heidelberg is currently in compliance with all such laws, 
changes to such laws, regulations, and guidelines due to matters beyond the control of AAA 
Heidelberg may cause adverse effects to AAA Heidelberg’s operations. 
 
On March 21, 2014 the Federal Court of Canada issued an order affecting the repeal of the MMAR 
and the application of certain portions of the MMPR which are inconsistent with the MMAR in 
response to a motion brought by four individuals.  This order and its anticipated effects on AAA 
Heidelberg are unknown.  It is unclear how the Government of Canada will react to this order or how 
the Federal Court of Canada might ultimately decide the case to which the order relates. The risks 
to the business of AAA Heidelberg represented by this or similar actions are that they might lead 
to court rulings or legislative changes that allow those with existing licenses to possess and/or 
grow medical marijuana and perhaps others to opt out of the regulated supply system implemented 
through the MMPR, in which AAA Heidelberg is a licensed producer.  This could significantly reduce 
the addressable market for AAA Heidelberg’s products and could materially and adversely affect 
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the business, financial condition, and results of operations of AAA Heidelberg and the Company 
post transaction. 
 
While the impact of such changes are uncertain and are highly dependent on which specific 
laws, regulations, or guidelines are changed and on the outcome of any such court actions, it is not 
expected that any such changes would have an effect on AAA Heidelberg’s operations that is 
materially different than the effect on similar-sized companies in the same business as AAA 
Heidelberg. 
 
(v) Limited operating history 
 
AAA Heidelberg, while incorporated in 2010, began carrying on business in 2013 and has yet to 
generate revenue from the sale of products.   AAA Heidelberg is therefore subject to many of 
the risks common to early-stage enterprises, including under-capitalization, cash shortages, 
limitations with respect to personnel, financial, and other resources and lack of revenues. There is 
no assurance that AAA Heidelberg will be successful in achieving a return on shareholders’ 
investment and likelihood of success must be considered in light of the early stage of operations. 
 
(vi) Reliance on a single facility 
 
To date, AAA Heide lberg’s  activities and resources have been primarily focused on its facility 
in London, Ontario and AAA Heidelberg will continue to be focused on this facility for the 
foreseeable future. Adverse changes or developments affecting the facility could have a material 
and adverse effect on AAA Heidelberg’s business, financial condition, and prospects. 
 
(vii) Reliance on management 
 
The success of AAA Heidelberg is dependent upon the ability, expertise, judgment, discretion, 
and good faith of its management. While employment agreements are customarily used as a 
primary method of retaining the services of key employees, these agreements cannot assure the 
continued services of such employees. Any loss of the services of such individuals could have a 
material adverse effect on AAA Heidelberg’s business, operating results, or financial condition. 
 
(viii) Factors which may prevent realization of growth targets 
 
AAA Heidelberg is currently in the early development stage. AAA Heide lberg ’s  growth 
strategy contemplates outfitting the facility with additional production resources.   There is a risk 
that these additional resources will not be achieved on time, on budget, or at all, as they are can 
be adversely affected by a variety of factors, including the following: 
 

delays in obtaining, or conditions imposed by, regulatory approvals; 
plant design errors; 
environmental pollution; 
non-performance by third party contractors; 
increases in materials or labour costs; 
construction performance falling below expected levels of output or efficiency; 
breakdown, aging or failure of equipment or processes; 
contractor or operator errors; 
labour disputes, disruptions or declines in productivity; 
inability to attract sufficient numbers of qualified 
workers; disruption in the supply of energy and 
utilities; and 
major incidents and/or catastrophic events such as fires, explosions, earthquakes or storms. 

 
As a result, there is a risk that AAA Heidelberg may not have product or sufficient product 
available for shipment to meet the anticipated demand or to meet future demand when it arises. 
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(ix) AAA Heidelberg has a history of net losses, may incur significant net losses in the 
future, and may not achieve or maintain profitability 
 
AAA Heidelberg has incurred losses in recent periods. AAA Heidelberg may not be able to 
achieve or maintain profitability and may continue to incur significant losses in the future. In 
addition, AAA Heidelberg expects to continue to increase operating expenses as it implements 
initiatives to continue to grow its business.  If AAA Heidelberg’s revenues do not increase to offset 
these expected increases in costs and operating expenses, AAA Heidelberg will not be profitable. 
 
(x) Additional financing 
 
The building and operation of AAA Heidelberg’s facilities and business are capital intensive.   In 
order to execute the anticipated growth strategy, AAA Heidelberg will require some additional 
equity and/or debt financing to support on-going operations, to undertake capital expenditures, 
and/or to undertake acquisitions or other business combination transactions. There can be no 
assurance that additional financing will be available to AAA Heidelberg or the Company when 
needed or on terms which are acceptable.  AAA Heidelberg’s inability to raise financing to support 
on-going operations or to fund capital expenditures or acquisitions could limit AAA Heidelberg’s 
growth and may have a material adverse effect upon future profitability.   AAA Heidelberg and 
the Company may require additional financing to fund its operations to the point where it is 
generating positive cash flows. 
 
(xi) Competition 
 
There is potential that AAA Heidelberg and the Company post transaction will face intense 
competition from other companies, some of which can be expected to have longer operating 
histories and more financial resources and manufacturing and marketing experience than AAA 
Heidelberg. Increased competition by larger and better financed competitors could materially 
and adversely affect the business, financial condition, and results of operations of AAA 
Heidelberg and the Company post transaction. 
 
Because of the early stage of the industry in which AAA Heidelberg operates, AAA Heidelberg 
expects to face additional competition from new entrants.   If the number of users of medical 
marijuana in Canada increases, the demand for products will increase and AAA Heidelberg 
expects that competition will become more intense, as current and future competitors begin to offer 
an increasing number of diversified products. To remain competitive, AAA Heidelberg will 
require a continued high level of investment in research and development, marketing, sales, and 
client support.  AAA Heidelberg and the Company post transaction may not have sufficient 
resources to maintain research and development, marketing, sales, and client support efforts on a 
competitive basis which could materially and adversely affect the business, financial condition, 
and results of operations of AAA Heidelberg and the Company post transaction. 
 
(xii) Risks inherent in an agricultural business 
 
AAA Heidelberg’s business involves the growing of medical marijuana, an agricultural product.  As 
such, the business is subject to the risks inherent in the agricultural business such as insects, plant 
diseases, and similar agricultural risks. Although AAA Heidelberg grows its products indoors 
under climate controlled conditions and carefully monitors the growing conditions with trained 
personnel, there can be no assurance that natural elements will not have a material adverse effect 
on the production of its products. 
 
(xiii) Vulnerability to rising energy costs 
 
AAA Heidelberg’s medical marijuana growing operations consume considerable energy, making 
AAA Heidelberg and the Company post transaction vulnerable to rising energy costs.  Rising or 
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volatile energy costs may adversely impact the business of AAA Heidelberg and its ability to operate 
profitably. 
 
(xiv) Transportation disruptions 
 
Due to the perishable and premium nature of AAA Heidelberg’s products, AAA Heidelberg will 
depend on fast and efficient courier services to distribute its product. Any prolonged disruption of 
this courier service could have an adverse effect on the financial condition and results of 
operations of AAA Heidelberg and the Company post transaction.  Rising costs associated with the 
courier services used by AAA Heidelberg to ship its products may also adversely impact the 
business of AAA Heidelberg and its ability to operate profitably. 
 
(xv) Unfavourable publicity or consumer perception 
 
AAA Heidelberg believes the medical marijuana industry is highly dependent upon consumer 
perception regarding the safety, efficacy, and quality of the medical marijuana produced.  
Consumer perception of AAA Heidelberg’s products can be significantly influenced by scientific 
research or findings, regulatory investigations, litigation, media attention, and other publicity 
regarding the consumption of medical marijuana products. There can be no assurance that 
future scientific  research,  findings,  regulatory  proceedings,  litigation,  media  attention,  or  other  
research  findings  or publicity will be favourable to the medical marijuana market or any particular 
product, or consistent with earlier publicity. Future research reports, findings, regulatory 
proceedings, litigation, media attention or other publicity that are perceived as less favourable 
than, or that question, earlier research reports, findings or publicity could have a material adverse 
effect on the demand for AAA Heidelberg’s products and the business, results of operations, 
financial condition and cash flows of AAA Heidelberg and the Company post transaction. AAA 
Heidelberg’s dependence upon consumer perceptions means that adverse scientific research 
reports, findings, regulatory proceedings, litigation, media attention or other publicity, whether or 
not accurate or with merit, could have a material adverse effect on AAA Heidelberg and the 
Company, the demand for AAA Heidelberg’s products, and the business, results of operations, 
financial condition and cash flows of AAA Heidelberg and the Company post transaction. Further, 
adverse publicity reports or other media attention regarding the safety, the ef f icacy, and 
qual i t y of  medical mari juana in general,  or  AAA Heidelberg’s products specifically,  
or associating  the consumption of medical marijuana with illness or other negative effects or 
events, could have such a material adverse effect. Such adverse publicity reports or other media 
attention could arise even if the adverse effects associated with such products resulted from 
consumers' failure to consume such products appropriately or as directed. 
 
(xvi) Product liability 
 
As a manufacturer and distributor of products designed to be ingested by humans, AAA 
Heidelberg faces an inherent risk of exposure to product liability claims, regulatory action, and 
litigation if its products are alleged to have caused significant loss or injury.  In addition, the 
manufacture and sale of AAA Heidelberg’s products involve the risk of injury to consumers due to 
tampering by unauthorized third parties or product contamination. Previously unknown adverse 
reactions resulting from human consumption of AAA Heidelberg’s products or in combination with 
other medications or substances could occur.  AAA Heidelberg and the Company may be subject 
to various product liability claims, including, among others, that AAA Heidelberg’s products caused 
injury or illness, include inadequate instructions for use or include inadequate warnings concerning 
possible side effects or interactions with other substances. A product liability claim or regulatory 
action against AAA Heidelberg could result in increased costs, could adversely affect AAA 
Heidelberg’s reputation with its clients and consumers generally, and could have a material 
adverse effect on our results of operations and financial condition of AAA Heidelberg and the 
Company post transaction.   There can be no assurances that AAA Heidelberg will be able to 
obtain or maintain product liability insurance on acceptable terms or with adequate coverage 
against potential liabilities. Such insurance is expensive and may not be available in the future on 
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acceptable terms, or at all. The inability to obtain sufficient insurance coverage on reasonable 
terms or to otherwise protect against potential product liability claims could prevent or inhibit the 
commercialization of AAA Heidelberg’s potential products.  
 
(xvii) Product recalls 
 
Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labeling disclosure.  If any of AAA Heidelberg’s products are recalled due to an 
alleged product defect or for any other reason, AAA Heidelberg could be required to incur the 
unexpected expense of the recall and any legal proceedings that might arise in connection with 
the recall. AAA Heidelberg may lose a significant amount of sales and may not be able to replace 
those sales at an acceptable margin or at all. In addition, a product recall may require significant 
management attention. Although AAA Heidelberg has detailed procedures in place for testing 
finished products, there can be no assurance that any quality, potency or contamination problems 
will be detected in time to avoid unforeseen product recalls, regulatory action or lawsuits. 
Additionally, if one of AAA Heidelberg’s significant brands were subject to recall, the image of that 
brand and AAA Heidelberg could be harmed.  A recall for any of the foregoing reasons could lead 
to decreased demand for AAA Heidelberg’s products and could have a material adverse effect on 
the results of operations and financial condition of AAA Heidelberg and the Company post 
transaction. Additionally, product recalls may lead to increased scrutiny of AAA Heidelberg’s 
operations by Health Canada or other regulatory agencies, requiring further management attention 
and potential legal fees and other expenses. 
 
(xviii) Reliance on key inputs 

 
AAA Heidelberg’s business is dependent on a number of key inputs and their related costs 
including raw materials and supplies related to its growing operations, as well as electricity, water 
and other local utilities. Any significant interruption or negative change in the availability or 
economics of the supply chain for key inputs could materially impact the business, financial 
condition and operating results of AAA Heidelberg and the Company post transaction. Some of 
these inputs may only be available from a single supplier or a limited group of suppliers. If a sole 
source supplier was to go out of business, AAA Heidelberg might be unable to find a replacement 
for such source in a timely manner or at all. If a sole source supplier were to be acquired by a 
competitor, that competitor may elect not to sell to AAA Heidelberg in the future. Any inability to 
secure required supplies and services or to do so on appropriate terms could have a 
materially adverse impact on the business, financial condition and operating results of AAA 
Heidelberg and the Company post transaction. 
 
(xix) Dependence on suppliers and skilled labour 
 
The ability of AAA Heidelberg to compete and grow will be dependent on it having access, at a 
reasonable cost and in a timely manner, to skilled labour, equipment, parts and components.  No 
assurances can be given that AAA Heidelberg will be successful in maintaining its required supply 
of skilled labour, equipment, parts and components. It is also possible that  the  final  costs  of  the  
major  equipment  contemplated  by AAA Heidelberg’s capital  expenditure  program  may  be 
significantly greater than anticipated by AAA Heidelberg’s management, and may be greater 
than funds available to AAA Heidelberg, in which circumstance AAA Heidelberg may curtail, or 
extend the timeframes for completing, its capital expenditure plans. This could have an adverse 
effect on the financial results of AAA Heidelberg. 
 
(xx) Difficulty to forecast 
 
AAA Heidelberg must rely largely on its own market research to forecast sales as detailed 
forecasts are not generally obtainable from other sources at this early stage of the medical 
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marijuana industry in Canada. A failure in the demand for its products to materialize as a result of 
competition, technological change or other factors could have a material adverse effect on the 
business, results of operations, and financial condition of AAA Heidelberg and the Company 
post transaction. 
 
(xxi) Operating risk and insurance coverage 
 
AAA Heidelberg has insurance to protect its assets, operations, and employees.  While AAA 
Heidelberg believes its insurance coverage addresses all material risks to which it is exposed 
and is adequate and customary in its current state of operations, such insurance is subject to 
coverage limits and exclusions and may not be available for the risks and hazards to which AAA 
Heidelberg is exposed.   In addition, no assurance can be given that such insurance will be 
adequate to cover AAA Heidelberg‘s liabilities or will be generally available in the future or, if 
available, that premiums will be commercially justifiable. If AAA Heidelberg were to incur 
substantial liability and such damages were not covered by insurance or were in excess of policy 
limits, or if AAA Heidelberg were to incur such liability at a time when it is not able to obtain 
liability insurance, its business, results of operations, and financial condition could be materially 
adversely affected. 
 
(xxii) Management of growth 
 
AAA Heidelberg may be subject to growth-related risks including capacity constraints and pressure 
on its internal systems and controls. The ability of AAA Heidelberg to manage growth effectively 
will require it to continue to implement and improve its operational and financial systems and to 
expand, train, and manage its employee base. The inability of AAA Heidelberg to deal with this 
growth may have a material adverse effect on AAA Heidelberg’s business, financial condition, 
results of operations and prospects. 
 
(xxiii) Conflicts of interest 
 
Certain of the directors and officers of AAA Heidelberg and the Company are also directors and 
officers of other companies, and conflicts of interest may arise between their duties as officers and 
directors of AAA Heidelberg and the Company and as officers and directors of such other 
companies. 
 
(xxiv) Litigation 
 
AAA Heidelberg may become party to litigation from time to time in the ordinary course of business 
which could adversely affect its business.  Should any litigation in which AAA Heidelberg becomes 
involved be determined against AAA Heidelberg such a decision c ould adversely affect its 
ability to continue operating and the market price for the Company post transaction common 
shares and could use significant Company resources.  Even if AAA Heidelberg is involved in 
litigation and wins, litigation can redirect significant company resources. 
 
(xxv) The market price of the Company’s post transaction’s common shares may be subject to 
wide price fluctuations 

 
The market price of the Company post transaction’s common shares may be subject to wide 
fluctuations in response to many factors, including variations in the operating results of the 
Company post transaction and its subsidiaries, divergence in financial results from analysts’ 
expectations, changes in earnings estimates by stock market analysts, changes in the business 
prospects for the Company post transaction and its subsidiaries, general economic conditions, 
legislative changes, and other events and factors outside of the Company’s post transaction control  
In addition, stock markets have from time to time experienced extreme price and volume 
fluctuations, as well as general economic and political conditions which could adversely affect the 
market price of the Company’s post transaction common shares. 
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(xxvi) Dividends 
 
The Company pre or post transaction has no earnings or dividend record, and does not anticipate 
paying any dividends on the common shares in the foreseeable future. Dividends paid by the 
Company would be subject to tax and, potentially, withholdings. 
 
(xxvii) Environmental and employee health and safety regulations 
 
AAA Heidelberg’s operations are subject to environmental and safety laws and regulations 
concerning, among other things, emissions and discharges to water, air and land, the handling and 
disposal of hazardous and non-hazardous materials and wastes, and employee health and safety.   
AAA Heidelberg will incur ongoing costs and obligations related to compliance with environmental 
and employee health and safety matters.   Failure to comply with environmental and safety laws and 
regulations may result in additional costs for corrective measures, penalties or in restrictions on our 
manufacturing operations.  In addition, changes in environmental, employee health and safety or 
other laws, more vigorous enforcement thereof or other unanticipated events could require 
extensive changes to AAA Heidelberg’s operations or give rise to material liabilities, which could 
have a material adverse effect on the business, results of operations, and financial condition of AAA 
Heidelberg and the Company post transaction. 

 
18.1 Promoters 
 
This section does not apply as the Company has not had a promoter for the Company during the two years 

immediately preceding the date of this document.  

18.2 Corporate Cease Trade Orders or Bankruptcies 

 
Not applicable 

 
19. Legal Proceedings 

 
19.1 Legal Proceedings 

 

(a) Peru 

 

On May 18, 2011, the Company received an order granted by a court in Lima, Peru indicating that 
the Company is responsible for a debt of US$209,403 incurred by a former subsidiary of the 
Company. The Company did not receive notice of the Peruvian legal proceedings.  The Company 
retained Peruvian legal counsel who advised that the Company is not responsible for this obligation.  
The most recent contact from Peru indicates that the order has been dropped but the Company as 
not received formal notice of such release.  No amounts have been recorded in the Company’s 
books and records regarding this issue. 
 

(b) British Columbia 
 
On March 17, 2014, the Company announced that it received the decision in the arbitration hearings 
between the Company and the vendors of the Chuchi property, located in northern British Columbia. 
The arbitration stemmed from the company's allowing a number of claims to lapse in 2007 and 
subsequently acquiring certain claims covering a portion of the area of the lapsed claims at a later 
date from a third party.  The arbitrator in the case has ruled in favour of the Company's claim that the 
3% net smelter royalty that was attached to the original claims (that were dropped) does not apply to 
the disputed ground. As such, the vendors of the property own a 3% NSR on only the five core 
claims to the property, which cover only 1,695.94 hectares of the total 5,365.24 hectares that 
constitute the Chuchi property.  In addition, the vendors' claim for damages for breach of contract by 
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reason of the forfeiture of mineral claims acquired under the agreement was dismissed, and the 
vendors must immediately remove the notice to third parties that they had previously filed with the 
Mining Recorder's Office on the records of the mineral claims. The Company must pay the vendors a 
total of $40,351 (representing the 2012 and 2013 advance royalty payments plus prejudgment 
interest), and the Company is also required to continue to pay to the vendors an advance royalty 
payment in the amount of $20,000 per year on or before October 25 in each subsequent year that 
the Company holds any interest in the five core mineral claims. 

 
19.2 Regulatory Actions 

 
Not applicable. 

 

20. Interest of Management and Others in Material Transactions 

 
20.1 Interest of Management and Others in Material Transactions 

 
No director or executive officer of the Company or any person or company that is the director or indirect 
beneficial owners of, or who exercises control or direction over, more than 10 percent of any class of the 
Company’s outstanding voting securities, or an associate or affiliate of any persons or companies referred to 
in this paragraph, has any material interest, direct or indirect, in any proposed transaction, that has materially 
affected or will materially affect the Company or a subsidiary of Company within the three years preceding 
the date of this document except as detailed below: 
 
Chris Hornung is a principal shareholder and president of AAA Heidelberg, with whom the Company has 
entered into a letter of intent. 
 
21. Auditors, Transfer Agents and Registrars 

 
21.1 Auditor 
 
WOLRIGE MAHON LLP 
900 - 400 Burrard Street, Vancouver, BC, Canada  V6C 3B7 
Ph: 604-684-6212 | Fax: 604-688-3497 | www.wm.ca 
 
21.2 Transfer Agent and Registrar 
 
Computershare Trust Company of Canada 
510 Burrard Street, 3

rd
 Floor 

Vancouver, British Columbia, Canada  V6C 3B9 

 
22. Material Contracts 

 

Except for contracts made in the ordinary course of business, the following are the material contracts 
entered into by the Company within two years prior to the date hereof and which are currently in effect: 
 
On October 1, 2013, the Company moved office space and entered into a sublease agreement with 
Foremost Management Services Inc., a private company partially owned jointly by Ian Foreman, a current 
director.  The agreement provides for Foremost Management Services Inc. to continue to earn an 
administration fee calculated as 10% of all incurred monthly expenses in exchange for managing the affairs 
of the Company, along with $500 per month representing rent for one office.  On March 1, 2014, the 
Company amended the Sub-Lease Agreement originally dated October 1, 2013 to increase the rent to 
$1,000 per month, inclusive of the goods and services tax. 
 
On March 1, 2014, the Company entered into a Management Consulting Services Agreement with Foremost 
Management Services Inc., a private company partially owned by Ian Foreman, a current director.  The 

http://www.wm.ca/
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agreement provides for Foremost Management Services Inc. to provide management consulting services to 
the Company for a one year period and then on a month to month basis thereafter.  The contract may be 
cancelled by either party after the first year on 30 days written notice and, if cancelled by the Company, by 
payment of an amount equivalent to one year’s annual fees. In the event the management consultant 
breaches the terms of the agreement, no notice is required by the Company.  Upon termination of the 
contract, the management consultant will be immediately retained by the Company as a non-paid 
advisor/consultant to the Company until such time as the management consultant no longer holds 
unexercised stock options in the Company.  The options will not be cancelled or have an expiry date upon 
termination.  On exercise of the management consultant’s options, the relationship between the consultant 
and the Company will cease.  A monthly consulting fee of $7,500 is payable along with the issuance of 
500,000 stock options in the Company.  These options were subsequently granted on March 12, 2014 at an 
exercise price of $0.16 per share, with an expiry date of March 11, 2019.  The options vest immediately. 

 
23. Interest of Experts 

 
No person or company named in this document as having prepared or certified a part of the document or a 
report described in this document and no responsible solicitor or any partner of a responsible solicitor’s firm, 
holds any beneficial interest, direct or indirect, in any securities or property of the Company or of an 
associate or affiliate of the Company. 
 
24. Other Material Facts 

 
There are no other material facts that are not elsewhere disclosed herein and which are necessary in order 
for this document to contain full, true and plain disclosure of all material facts relating to the Company. 

 
 
25. Financial Statements 

 
The following financial statements have been posted on the Company’s disclosure page on the CSE website 
and are available on SEDAR at www.sedar.com and are incorporated herein by reference: 

 

(i) Annual audited financial statements of the Company including the auditor’s report from Wolridge 
Mahon LLP, Chartered Accountants, for the financial year ended December 31, 2013, 

 

http://www.sedar.com/
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CERTIFICATE OF THE COMPANY 

 

Pursuant to a resolution duly passed by its Board of Directors, CHLORMET TECHNOLOGIES, INC. hereby 
applies for the listing of the above mentioned securities on the CSE. The foregoing contains full, true, and 
plain disclosure of all material information relating to CHLORMET TECHNOLOGIES, INC. It contains no 
untrue statement of a material fact and does not omit to state a material fact that is required to be stated or 
that is necessary to prevent a statement that is made from being false or misleading in light of the 
circumstances in which it was made. 

 

Dated at Vancouver, British Columbia this 9th day of June, 2014. 
 
 
 
 
 
 

  “Yari Nieken” “Tracey St. Denis” 

Yari Nieken 

Interim President, Chief 

Executive Officer and 

Director 

Tracey St. Denis 

Chief Financial Officer 

 

 

 

 

 

 “Ian Foreman” “Chris Hornung” 

Ian Foreman 

Director 

 

 

Chris Hornung 

Director 
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APPENDIX A:  MINERAL PROPERTIES 

 

1) Mineral Property – the Chuchi Property 

 
Summary from REVIEW OF TECHNICAL INFORMATION AND PROPOSED EXPLORATION 

PROGRAM FOR THE CHUCHI PROPERTY, NORTH CENTRAL BRITISH COLUMBIA, OMINECA 

MINING DIVISION, Prepared for NEWTON GOLD CORP. by C. VON EINSIEDEL,  P.GEO. with an 

Effective Date of MAY 27, 2011 

 

Chlormet Technologies (the Company) holds a 100% interest in the Chuchi Property located in north 

central BC approximately 100 kilometers northwest of Fort St. James.  At the request of the Company the 

author has prepared a Technical Report on the Property (“the Report”) to the standards required by 

National Instrument 43-101 and Form 43-101F (Standards of disclosure for mineral properties).  The 

Property is considered an advanced stage prospect that has potential to host significant porphyry type 

copper – gold mineralization. 

 

The Chuchi Property lies within the central part of the Quesnel Trough which is the largest copper-gold 

porphyry belt in Canada.  The majority of the known porphyry deposits within this belt are hosted by 

Triassic aged volcanic and sedimentary rocks that have been intruded by late Triassic to early Jurassic 

aged alkaline intrusive rocks.  Figure 1 shows the extent of the Quesnel Trough within British Columbia 

and the location of known porphyry copper deposits in the area of the subject Property.  The Property has 

road access and power transmission lines and railroads are within 150 road kilometers at the resource 

based communities of Fort Nelson and MacKenzie.  

 

The core part of the Chuchi Property was acquired by the Company (formerly High Ridge Resources Inc. 

– “High Ridge”) by way of an option agreement with Lorne Warren of Smithers, BC.  Additional claims 

were staked by High Ridge and the original Chuchi Property comprised 7,359 hectares.  According to 

Rebagliati, 2005, between 1985 and 1990 BP Resources and Rio Algom Exploration (“Rio Algom”) 

(previous explorers of the area now encompassed by the Property) undertook various geochemical, 

geophysical and drilling programs that resulted in the discovery and partial delineation of what appears to 

be a significant zone of low-grade porphyry copper-gold mineralization (deposit??).  An extensive review 

of the exploration data has revealed that the (mineralized zone (deposit??) has not been fully delineated 

and that several large prospective areas remain to be explored.   A 6 km2 alteration zone defined by the 

various geological, geochemical and geophysical surveys carried out by BP and Rio Algom hosts the 

Chuchi porphyry copper-gold deposit.  

 

The alteration zone (referred to as the North Chuchi Alteration Halo) and the known copper-gold 

mineralization are centered on a cluster of plagioclase porphyry monzonite stocks, dykes and sills. This 

geological setting is remarkably similar to that at the alkaline-type 299 million tonne Mt Milligan porphyry 

copper-gold deposit situated only 36 km to the southeast. Diamond drill holes (completed by BP 

Resources) the in the northeastern part of the former BP Resources Property encountered extensive 

intersections of porphyry-type copper-gold mineralization that remain open to extension in three directions 

(Area 1). The intersections which show continuity of mineralization are tabulated below: 

 

TABLE 1 Area 1 - Porphyry Copper-Gold Intersections* 
 Drill Hole  Interval (m)  Length (m)  % Cu  g/t Au 
 90-30  98.0 - 256.0  158.0  0.22  0.10 
 90-33  39.6 - 304.5  264.9  0.20  0.12 
 including  64.0 - 152.0  88.0  0.37  0.21 
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 90-34  75.3 - 213.1  137.8  0.14  0.08 
 90-36  51.5 - 243.5  192.0  0.16  0.12 
 90-37  54.3 - 262.1  207.8  0.22  0.12 
 
*These mineralized intervals are considered as true thickness, insomuch as a true thickness 
may apply to porphyry-type mineralization. 
 

Another unexplored region is situated between the mineralized area drilled by BP and an area to the 

north drilled by Rio Algom. The historic Rio Algom holes intersected intervals grading >1.0 g/t gold with 

low copper concentrations (Table 2); a significant feature commonly found adjacent to alkaline porphyry 

copper-gold deposits. This region (Area 2) lying between the areas drilled by Rio and BP has good 

potential to host porphyry-type mineralization and remains untested. 

 

TABLE 2 Area 2 – Significant Gold Intersections* 
 Drill Hole  Interval (m)  Length (m)  % Cu  g/t Au 
 90-02  33.0 – 35.0  2.0  0.01  1.47 
 90-03  70.0 – 72.0  2.0  0.02  2.13 
 90-04  25.1 - 26.7  1.6  0.01  1.17 
 and  64.0 – 66.0  2.0  0.06  1.46 
 and 104.0 – 106.0  2.0  0.45  1.06 
 90-05  7.3 – 13.0  5.7  0.02  0.91 
 
*No data is available to determine the length of the mineralized interval within the sample length nor is the 
true width of the mineralized interval known. 
 
In 2005 Rebagliati noted that no significant exploration work has been completed since 1991 and 

concluded that the incompletely defined Chuchi Prospect represents an extensive one km2 area of 

porphyry copper-gold mineralization.  According to Rebagliati several highly prospective areas adjacent to 

the known mineralized zones (deposit??) have good potential for hosting more and possibly higher-grade 

mineralization and warrant an aggressive, drilling dominated, exploration program. 

 
Between 2005 and 2011 portions of the original Chuchi Property were allowed to lapse and were partially 

restaked by High Ridge.  A comparison between the property outline in 2005 and the current Property 

outline (refer to figure 2) shows that the current Chuchi Property still covers the North Alteration Halo that 

was defined by BP Resources and Rio Algom. 

 

In January of 2011 management of the Company requested that the author design and supervise the 

preparatory surveys required to initiate exploration work on the Property during the 2011 field season.  

During January and February of 2011 the author reviewed the historic technical reports on the Property, 

geo-referenced the historic technical drawings and compiled all of the BP Resources and Rio Algom soil 

geochemical data into a GIS database, supervised construction of a detailed elevation model for the 

entire Chuchi Property (5 meter contours) and made a visit to the Property to assess the condition of the 

core storage area and collect drill core samples for verification of the historic drill results.   

 

The GIS compilation work was carried out by Ram Explorations Ltd. utilizing Map Info Discover software 

and the digital elevation modeling and ortho-photo mosaic mapping was carried out by Dudley Thompson 

Mapping of Surrey, BC.  A total of $25,000 was recorded for assessment credit on February 28, 2011 

pursuant to SOW No: 4840073.  Total costs of the exploration work carried out by Newton Gold including 

preparation of this technical report were $30,500.00. 

 

Based on the results of the GIS compilation work supervised by the author it has been confirmed that all 
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of the historic drill holes (referred to in Table and Table 2 above) completed by BP Resources and Rio 

Algom are within the boundaries of the current Chuchi Property.  In regards to the compilation of the 

historic geochemical surveys the presence of anomalous copper and gold values has been confirmed 

however, there appear to be some discrepancies between the databases along the boundary between 

the former BP Resources Property and the former Rio Algom Property.  The former boundary lies in the 

north central part of the current Chuchi Property (refer to figures 10 to 14) and the discrepancies are 

probably due to the fact that the historic geochemical surveys were completed using different personnel 

and different assay laboratories.   

 

Based on the available technical data the Chuchi Property is considered a property of merit and in the 

author’s opinion additional exploration work is clearly warranted.  Stage 1 should consist of a widely 

spaced, grid soil geochemical survey designed to completely cover the North Alteration Halo Note: this 

will cover the boundary between the former BP Resources and the former Rio Algom Property.  Stage 1 

should also include a comprehensive review of historic geophysical data (IP surveys and airborne 

magnetic), a detailed GPS survey  to confirm the locations of the historic drill holes and construction of a 

preliminary 3D drill hole model to illustrate the extent of known mineralized areas.  The cost of the 

proposed program is estimated at $225,000. 

 

 

2) Mineral Property – the Newton Property 

The following information comes from Amarc’s website 

(http://www.amarcresources.com/ahr/Newton.asp). 

Overview 

Newton - Bulk Tonnage Gold Discovery  

The Newton property lies within BC's exciting new gold belt, which includes New Gold Inc.'s 10 million 

ounce-plus bulk tonnage Blackwater gold deposit. The age and geological characteristics of the gold 

mineralization at Newton demonstrate striking similarities to the mineralization at Blackwater. 

In 2010, Amarc made an important new bulk-tonnage gold discovery at Newton within a plus seven 

square kilometre mineralized system. The Company's 2011 drill program confirmed the Newton discovery 

zone extends under shallow cover. Delineation drilling of the Newton gold discovery commenced in late 

September 2011 and progressed rapidly, with the completion of approximately 16,000 metres in 45 

diamond drill holes (holes 11044 to 12088).  

An initial mineral resource estimate was announced in September 2012. The resource estimate is based 

on 24,513 metres of core drilling in 78 holes, and confirms that Newton is a significant bulk tonnage gold 

discovery that remains open to further expansion. At a 0.25 g/t gold cut-off, Inferred Mineral Resources 

comprise 111.5 million tonnes grading 0.44 g/t gold and 2.1 g/t silver, containing 1.6 million ounces of 

gold and 7.7 million ounces of silver
1
. 

In addition, four porphyry-style copper-molybdenum drill targets have been identified some 28 kilometres 

south of the Newton discovery for drill testing.  

 

Amarc holds a 100% interest in the Newton property which is subject to a 5% Net Profit Interest to 
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Newton Gold Corp. [the Company] In addition, the claims underlying the Newton discovery are subject to 

a Net Smelter Returns Royalty to underlying property vendors which can be purchased for $2 million. 
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APPENDIX B:  INCENTIVE STOCK OPTION PLAN 
 

 

 

CHLORMET TECHNOLOGIES, INC. 

 

Incentive Stock Option Plan  

(Approved by shareholders on , 2014) 
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CHLORMET TECHNOLOGIES, INC. 

INCENTIVE STOCK OPTION PLAN 

 ARTICLE 1– PURPOSE OF THIS PLAN 

1.1 The purpose of this Plan is to advance the interests of the Corporation by (a) providing Eligible Persons 
with additional incentive to develop and promote the growth and success of the Corporation, 
(b) encouraging stock ownership by such Eligible Persons, (c) increasing the proprietary interest of 
Eligible Persons in the success of the Corporation, (d) encouraging the Eligible Person to remain with 
the Corporation or any Subsidiary of the Corporation, and (e) attracting and retaining persons of 
outstanding competence whose efforts will dictate, to a large extent, the future growth and success of 
the Corporation. 

ARTICLE 2 – INTERPRETATION  

2.1 For the purposes of this Plan, the terms set forth below shall have the ascribed meanings. 

(a) “Affiliated Entity” means a person or company that controls or is controlled by the Corporation 
or that is controlled by the same person or company that controls the Corporation. 

(b) “Associate” has the meaning ascribed thereto in ML 45-105, as may be amended from time to 
time. 

(c) “Board” means the board of directors of the Corporation. 

(d) “Business Day” means any day other than a Saturday, Sunday or statutory or civic holiday in 
Vancouver, British Columbia. 

(e) “Change of Control” means the occurrence of any one or more of the following:  

(i) a consolidation, merger, amalgamation, arrangement or other reorganization or 
acquisition involving the Corporation or any Subsidiary of the Corporation and another 
corporation or other entity, as a result of which the holders of Common Shares prior to 
the completion of the transaction hold less than 50% of the outstanding Voting 
Securities of the successor corporation upon completion of the transaction; 

(ii) the sale, lease, exchange or other disposition, in a single transaction or a series of 
related transactions, of assets, rights or properties of the Corporation and/or any 
Subsidiary of the Corporation which have an aggregate book value greater than 50% 
of the book value of the assets, rights and properties of the Corporation and its 
Subsidiaries, on a consolidated basis, to any other person, other than a disposition to a 
wholly-owned Subsidiary of the Corporation in the course of a reorganization of the 
assets of the Corporation and its Subsidiaries; 

(iii) a resolution is passed to wind-up, dissolve or liquidate the Corporation; 

(iv) a Take-over Proposal occurs; 

(v) as a result of or in connection with: (A) a contested election of directors; or (B) a 
consolidation, merger, amalgamation, arrangement or other reorganization or 
acquisition involving the Corporation or any Subsidiary of the Corporation and another 
corporation or other entity, the nominees named in the most recent management 
information circular of the Corporation for election to the Board cease to constitute a 
majority of the Board; or  
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(vi) the Board passes a resolution to the effect that a Change of Control, as defined herein, 
has occurred or is imminent. 

(f) “Common Share” means a common share of the Corporation or, in the event of an adjustment 
contemplated by Article 7 hereof, such other security to which a Participant may be entitled 
upon the exercise of an Option as a result of such adjustment. 

(g) “Company” unless specifically indicated otherwise, means a corporation, incorporated 
association or organization, body corporate, partnership, trust, association or other entity other 
than an individual. 

(h) “Consultant” has the meaning ascribed thereto in ML 45-105, as may be amended from time to 
time. 

(i) “Corporation” means Chlormet Technologies, Inc. and includes any successor corporation 
thereto. 

(j) “Eligible Person” means, subject to all applicable laws, any director, employee or Consultant of 
the Corporation or of any Subsidiary of the Corporation at the time an Option is or is proposed 
to be granted. 

(k) “Exchange” means the Canadian Securities Exchange. 

(l) “Exchange Policies” means the policies of the Exchange. 

(m) “Exercise Price” means the price per share at which one Common Share may be purchased 
under one Option, as the same may be adjusted in accordance with Article 7 hereof. 

(n) “Holding Company” means a Company that is wholly-owned and controlled by an Eligible 
Person. 

(o)  “Insider” means: 

(i) a director or senior officer of the Corporation, 

(ii) a director or senior officer of a company that is an Insider or subsidiary of the 
Corporation, 

(iii) a Person that beneficially owns or controls, directly or indirectly, Voting Securities 
carrying more than 10% of the voting rights attached to all outstanding Voting Shares 
of the Corporation, or 

(iv) the Corporation itself if it holds any of its own securities. 

(p) “ML 45-105” means Mulilateral Instrument 45-105 - Trades to Employees, Senior Officers, 

Directors and Consultants. 

(q) “Option” means one option to purchase one Common Share granted by the Board to a 
Participant pursuant to the terms of this Plan. 

(r) “Option Agreement” has the meaning ascribed thereto in Section 15.1 hereof. 

(s) “Outstanding Issue” means the number of Common Shares that are issued and outstanding, 
on a non-diluted basis, immediately prior to the share issuance or grant of an Option in 
question, unless otherwise specified. 

(t) “Participant” means an Eligible Person (or the Holding Company of an Eligible Person) to 
whom Options have been granted. 
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(u) “person” means a company or individual. 

(v) “Plan” means this Incentive Stock Option Plan of the Corporation. 

(w) “Share Compensation Arrangement” means any stock option, share option plan, employee 
share purchase plan or any other compensation or incentive mechanism involving the issuance 
or potential issuance of Common Shares, including a share purchase from treasury which is 
financially assisted by the Corporation by way of a loan, guarantee or otherwise and, for 
greater certainty, does not include this Plan. 

(x) “Subsidiary” has the meaning ascribed to that term under Section 1(1) of the Securities Act 
(British Columbia). 

(y) “Take-over Proposal” means  

(v) any person or group of persons acting jointly or in concert (an “Acquiror”) that 
acquires or acquires control (including, without limitation, the right to vote or direct the 
voting) of Voting Securities of the Corporation which, when added to the Voting 
Securities owned of record or beneficially by the Acquiror or which the Acquiror has the 
right to vote or in respect of which the Acquiror has the right to direct the voting, would 
entitle the Acquiror and/or Associates and/or Affiliated Entity of the Acquiror to cast or 
to direct the casting of 20% or more of the votes attached to all of the Corporation’s 
outstanding Voting Securities which may be cast to elect directors of the Corporation 
any the successor corporation of the Corporation (regardless of whether a meeting has 
been called to elect directors); or 

(vi) a “take-over bid”, as such term is defined in Multilateral Instrument 62-104 – Take-
Over Bids and Issuer Bids. 

(z) “Termination Date” means the date on which a Participant ceases to be an Eligible Person. 

(aa) “Voting Securities” means Common Shares and any other shares entitled to vote for the 
election of directors of the Corporation and shall include any security, whether or not issued by 
the Corporation, which are not shares entitled to vote for the election of directors of the 
Corporation but are convertible into or exchangeable for shares which are entitled to vote for 
the election of directors of the Corporation including any options or rights to purchase such 
shares or securities. 

2.2 Words importing the singular number only shall include the plural and vice versa and words importing 
the masculine shall include the feminine. 

2.3 This Plan and all matters to which reference is made herein shall be governed by and interpreted in 
accordance with the laws of the Province of British Columbia and the laws of Canada applicable 
therein. 

ARTICLE 3 - ADMINISTRATION OF THIS PLAN 

3.1 This Plan shall be administered by the Board or a committee of the Board duly appointed for this 

purpose by the Board and consisting of not less than three directors.  If a committee is appointed for 

this purpose, applicable references to the Board will be deemed to be references to such committee. 

3.2 Subject to the limitations of this Plan, the Board shall have the authority 

(a) to grant Options to Eligible Persons; 

(b) to determine the terms, limitations, restrictions and conditions respecting such grants, including 
the number of Options that may be granted to an Eligible Person and the exercise price at 
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which Common Shares may be purchased upon exercise of such Options; 

(c) to interpret this Plan and to adopt, amend and rescind such administrative guidelines and other 
rules and regulations relating to this Plan as it shall from time to time deem advisable; and 

(d) to make all other determinations and to take all other actions in connection with the 
implementation and administration of this Plan including, without limitation, for the purpose of 
ensuring compliance with Section 12.2 hereof, as it may deem necessary or advisable.   

3.3 The Board’s guidelines, rules, regulations, interpretations and determinations shall be conclusive and 
binding upon the Corporation, all Participants and the legal personal representatives of Participants, as 
applicable.  

ARTICLE 4 - GRANTING OF OPTIONS 

4.1 The Board may, from time to time, grant Options to such Eligible Persons as it chooses and, subject to 
the restrictions herein, in such numbers as it chooses. The grant of Options will be subject to the 
conditions contained herein and may be subject to additional conditions determined by the Board from 
time to time. 

4.2 The aggregate number of Common Shares that may be reserved for issuance under this Plan, together 
with any Common Shares reserved for issuance under any other Share Compensation Arrangement 
implemented by the Corporation after the date of the adoption of this Plan, shall be equal to 20% of the 
Outstanding Issue. If any Options granted under this Plan shall expire, terminate or be cancelled for 
any reason without having been exercised in full, any unpurchased Common Shares to which such 
Options relate shall be available for the purposes of granting of further Options under this Plan. No 
fractional Common Shares may be purchased or issued hereunder.  

4.3 Any grant of Options under this Plan shall be subject to the following restrictions:  

(a) when combined with any other Share Compensation Arrangement, 

(vii) the aggregate number of Common Shares reserved for issuance pursuant to Options 
granted to any one person (including any Holding Company of such person) in any 
twelve month period may not exceed 5% of the Outstanding Issue; 

(viii) the aggregate number of Common Shares reserved for issuance pursuant to Options 
granted to Insiders, as a group, at any point in time, may not exceed 10% of the 
Outstanding Issue; and 

(ix) the aggregate number of Common Shares reserved for issuance pursuant to Options 
granted to Insiders, as a group, within a twelve month period, may not exceed 10% of 
the Outstanding Issue calculated at the date an Option is granted to any Insider. 

4.4 The limits of Common Shares reserved for issuance set out in Section 4.3 hereof may be formulated on 
a diluted basis with the consent of the Exchange.  

4.5 The Exercise Price shall be fixed by the Board when the Option is granted, provided that such price 
shall not be less than the greater of the closing market price of the underlying securities on: 

(a) the trading day prior to the grant of the Option; and 

(b) the date of the grant of the Option.  

4.6 An Option must be exercised within a term set by the Board at the time of grant, such term not to 
exceed five years from the date of the granting of the Option, subject to Article 11 hereof.  

4.7 The vesting period or periods within this term during which an Option or a portion thereof may be 
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exercised by a Participant shall be determined by the Board; and the Board may, in its sole discretion 
at any time, accelerate or provide for the acceleration of the vesting of Options previously granted.  

4.8 Upon written request from an Eligible Person, any Option that might otherwise be granted to that 
Eligible Person may be granted, in whole or in part, to a Holding Company, provided that, if required by 
the policies of the Exchange, the Holding Company agrees, in the Option Agreement, not to effect or 
permit any transfer of ownership or option of shares of the Holding Company nor to issue further 
shares of any class in the Holding Company to any other person as long as the Options held by the 
Holding Company remain outstanding, except with written consent of the Exchange.  

 ARTICLE 5 - EXERCISE OR DISPOSITION OF OPTIONS  

5.1 Subject to the provisions of this Plan and the terms of the granting of the Options, Options may be 

exercised from time to time by delivery to the Corporation’s principal office at 350 – 409 Granville 
Street, Vancouver, British Columbia, V6C 1T2, or such other place as may be specified by the 

Corporation, of a notice in writing signed by the Participant or the Participant’s legal personal 
representative and addressed to the Corporation (the “Exercise Notice”), the form of which may be 
attached to the applicable certificate representing the Options or may be otherwise specified by the 
Board. The Exercise Notice shall state the intention of the Participant or the Participant’s legal personal 
representative to exercise the specified number of Options being exercised and must be accompanied 
by payment in full of the Exercise Price for the Common Shares which are the subject of the exercise, 
together with the payment of, or written directions with regards to, the satisfaction of tax withholding 
obligations in relation to such exercise, as contemplated by Article 16 hereof.  

ARTICLE 6 - ADJUSTMENTS IN COMMON SHARES  

6.1 Appropriate adjustments in the number of Common Shares subject to this Plan, in the number of 
Options be granted under this Plan and in the Exercise Price of Options granted under this Plan, shall 
be made by the Board to give effect to adjustments in the number of Common Shares resulting from 
subdivisions, consolidations or reclassifications of the Common Shares, the payment of stock dividends 
by the Corporation (other than dividends in the ordinary course) or other relevant changes in the 
authorized or issued capital of the Corporation, which changes occur subsequent to the approval of this 
Plan by the Board.  

6.2 Subject to Section 8.3 hereof, Options granted to Participants hereunder are non-assignable and non-
transferable, unless the prior written consent of the Corporation and the Exchange has been obtained 
and are exercisable only by the Participant to whom the Options have been granted.  

ARTICLE 7 - DECISIONS OF THE BOARD  

7.1 All decisions and interpretations of the Board respecting this Plan or Options granted hereunder shall 
be conclusive and binding on the Corporation, Eligible Persons, Participants and their respective legal 
personal representatives. 

ARTICLE 8 – death and TERMINATION OF EMPLOYMENT  

8.1 Subject to Section 8.3, in the event of a Participant ceasing to be an Eligible Person for any reason 
other than death or termination for cause, 

(a) all unvested Options held by such Participant shall immediately cease and terminate on the on 
the earlier of: (i) the Termination Date, (ii) the date on which notice of termination is given by 
the Corporation, or (iii) the date on which notice of termination of the consulting arrangement is 
given by the Corporation or the Participant, as the case may be; and 

(b) all vested Options held by such Participant shall cease and terminate on the earlier of: (i) the 
90th day following the Termination Date, (ii) the 90th day following the date on which notice of 
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termination is given by the Corporation, (iii) the 90th day following the date on which notice of 
termination of the consulting arrangement is given by the Corporation or the Participant, or (iv) 
the expiry date of the Options, 

and thereafter shall be of no further force or effect whatsoever as to the Common Shares in respect of 
which such Options have not previously been exercised. In no circumstances shall the operation of this 
section extend the expiry date of such Options beyond the term prescribed by Section 4.6 hereof.  

8.2 In the event of a Participant ceasing to be an Eligible Person as a result of termination for cause, all 
Options held by such Participant shall cease and terminate immediately upon the date notice of 
termination for cause is given by the Corporation and shall be of no further force or effect whatsoever 
as to the Common Shares in respect of which Options have not previously been exercised.  

8.3 In the event of the death of a Participant on or prior to the expiry time of Options, the legal personal 
representatives of the Participant may exercise the vested Options held by the Participant at the time of 
death within a period after the date of the Participant’s death as determined by the Board, provided 

that, such period shall not extend beyond 12 months following the death of the Participant with respect 

to any Option held by the Participant. For greater certainty, such determination may be made at any 
time subsequent to the date of grant of the Options, provided that no Option shall remain outstanding 
beyond 12 months following the date of death, provided that, in any event, no Option shall remain 
outstanding for any period that exceeds the expiry date of such Option.  

8.4 This Plan does not confer upon a Participant any right with respect to continuation of employment by 
the Corporation or any of any Subsidiary of the Corporation, nor does it interfere in any way with the 
right of the Participant or the Corporation to terminate the Participant’s employment at any time.  

8.5 Options shall not be affected by any change of employment of the Participant where the Participant 
continues to be employed by the Corporation or any Subsidiary of the Corporation. 

ARTICLE 9 - CHANGE OF CONTROL  

9.1 In the event of a Change of Control, all Options which have not otherwise vested in accordance with 
their terms shall vest and be exercisable at such time as is determined by the Board, notwithstanding 
the other terms of the Options.  

9.2 In the event of a Take-over Proposal and upon the approval of the Board, all outstanding Options may 
be exercised as to all or any of the Common Shares in respect of which such Options have not 
previously been exercised (including in respect of Options not otherwise vested at such time) by the 
Participant (the “Take-over Acceleration Right”). The Take-over Acceleration Right shall commence at 
such time as is determined by the Board, provided that, if the Board approves the Take-over 
Acceleration Right, but does not determine commencement and termination dates regarding same, the 
Take-over Acceleration Right shall commence on the date of the Take-over Proposal and end on the 
earlier of the expiry time of the applicable Option and the tenth day following the expiry date of the 
Take-over Proposal. Notwithstanding the foregoing, the Take-over Acceleration Right may be extended 
for such longer period as the Board may resolve.  

9.3 Notwithstanding the time or times specifically provided herein or in an Option agreement for the 
exercise of an Option, if Take-over Proposal for Common Shares is made to an Participant or to 
shareholders generally or to a class of shareholders which includes the Participant, which Take-over 
Proposal constitutes a take-over bid within the meaning of section 92 of the British Columbia Securities 
Act, as amended from time to time, the Corporation shall, immediately upon receipt of notice of the 
Take-over Proposal, notify each Participant of full particulars of the Take-over Proposal, whereupon 
any Option held by a Participant may be exercised in whole or in part by the Participant so as to permit 
the Participant to tender the Common Shares received upon such exercise (the “Optioned Shares”) to 
the Take-over Proposal. If: 

(x) the Take-over Proposal is not completed within the time specified therein; or 
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(xi) all of the Optioned Shares tendered by the Participant pursuant to the Take-over 
Proposal are not taken up and paid for by the offeror pursuant thereto; 

the Optioned Shares or, in the case of clause (b) above, the Optioned Shares that are not taken up and 

paid for, may be returned by the Participant to the Corporation and reinstated as authorized but 

unissued shares and with respect to such returned Optioned Shares, the Option shall be reinstated as 

if it had not been exercised. If any Optioned Shares are returned to the Corporation under this Section, 

the Corporation shall refund the Option Price to the Participant for such Optioned Shares. 

9.4 If a Participant elects to exercise an Option to purchase a Common Share following the merger or 
consolidation of the Corporation with any other corporation, whether by amalgamation, plan of 
arrangement or otherwise, the Participant shall be entitled to receive, and shall accept, in lieu of the 
number of Common Shares of the Corporation to which he was theretofore entitled upon such 
exercise, either, at the discretion of the Board, (i) the kind and amount of shares and other securities or 
property which such holder could have been entitled to receive as a result of such merger or 
consolidation if, on the effective date thereof, he had been the registered holder of the number of 
Common Shares of the Corporation to which he was theretofore entitled to purchase upon exercise of 
his Options; or (ii) a cash amount determined by the Board to be equal to the fair value of the shares, 
securities or property referred to in (i) on the effective date of the merger or consolidation.  

ARTICLE 10 - AMENDMENT OR DISCONTINUANCE OF PLAN  

10.1 The Board may amend this Plan and any securities granted hereunder in any manner, or discontinue it 
at any time, without the approval of the holders of a majority of the Common Shares, provided that 

(a) the consent of the applicable Participants must be obtained for any amendment that would 
adversely affect any outstanding Options; and 

(b) the approval of the holders of a majority of the Common Shares present and voting in person 
or by proxy at a meeting of the holders of Common Shares must be obtained for any 
amendment that would have the effect of:  

(xii) amending the definition of Eligible Person to expand the categories of persons eligible 
for participation in this Plan, 

(xiii) increasing the maximum percentage of Common Shares that may be reserved for 
issuance under this Plan, 

(xiv) increasing the maximum percentage of Common Shares that may be reserved for 
issuance under this Plan to any one person or category of persons,  

(xv) amending the maximum term of Options,  

(xvi) amending the expiry date of an outstanding Option, 

(xvii) amending the termination provisions applicable to Options, 

(xviii) increasing the maximum percentage of Common Shares that may be reserved for 
issuance, as set out in Section 4.3(a)(i), 4.3(a)(ii) or 4.3(a)(iii) hereof, or 

(xix) reducing the Exercise Price of any outstanding Options held by Insiders. 

 

ARTICLE 11 - EXTENSION OF EXPIRY TIME DURING BLACKOUT PERIODS  
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11.1 Notwithstanding the provisions contained herein for the expiry of Options, in the event that the expiry 
date of an Option falls during a black out period that is formally imposed by the Corporation pursuant to 
its policies as a result of the bona fide existence of undisclosed Material Information (as such term is 
defined in the Exchange Policies), the expiry date of such Option shall be automatically extended for a 
period of ten Business Days following the general disclosure of the undisclosed Material Information. 

11.2 The automatic extension described in Section 11.1 hereof will not apply where the Participant or the 
Corporation is subject to a cease trade order (or similar order under Securities Laws, as such term is 
defined in the Exchange Policies) in respect of the Corporation’s securities.    

 ARTICLE 12- GOVERNMENT REGULATION 

12.1 The Corporation’s obligation to issue and deliver Common Shares under any Option is subject to the 
following:  

(a) the satisfaction of all requirements under applicable securities laws in respect thereof and 
obtaining all regulatory approvals as the Corporation shall determine to be necessary or 
advisable in connection therewith;  

(b) the admission of such Common Shares to listing on any stock exchange on which such 
Common Shares may then be listed; and  

(c) the receipt from the Participant of such representations, warranties, agreements and 
undertakings as to future dealings in such Common Shares as the Corporation determines to 
be necessary or advisable in order to safeguard against the violation of the securities laws of 
any jurisdiction.  

12.2 This Plan, the grant and exercise of Options hereunder and the Corporation’s obligation to sell and 
deliver Common Shares upon exercise of Options shall be subject to all applicable federal, provincial 
and foreign laws, rules and regulations, the rules and regulations of any stock exchange on which the 
Common Shares are listed for trading and to such approvals by any regulatory or governmental agency 
as may, in the opinion of counsel to the Corporation, be required.  The Corporation shall not be obliged 
by any provision of this Plan or the grant of any Option hereunder to issue or sell Common Shares in 
violation of such laws, rules and regulations or any condition of such approvals.  No Option shall be 
granted and no Common Shares issued or sold hereunder where such grant, issue or sale would 
require registration of this Plan or of Common Shares under the securities laws of any foreign 
jurisdiction and any purported grant of any Option or issue or sale of Common Shares hereunder in 
violation of this provision shall be void.  In addition, the Corporation shall have no obligation to issue 
any Common Shares pursuant to this Plan unless such Common Shares shall have been duly listed, 
upon official notice of issuance, with all stock exchanges on which the Common Shares are listed for 
trading.  Common Shares issued and sold to Participants pursuant to the exercise of Options may be 
subject to limitations on sale or resale under applicable securities laws.  If Options are granted to any 
resident or citizen of the United States, the Board and the Corporation will use their commercially 
reasonable efforts to ensure that all matters pertaining to such Options shall be made in compliance 
with applicable United States securities laws. 

ARTICLE 13 - PARTICIPANTS’ RIGHTS  

13.1 A Participant shall not have any rights as a shareholder of the Corporation until the issuance of 
Common Shares upon the exercise of Options, whether such issuance is evidenced by a physical 
share certificate or by an electronic, book-based entry only, issuance of the Common Shares.  

ARTICLE 14 - APPROVALS  

14.1 This Plan shall be subject to the following: 

(a) the initial approval of the shareholders of the Corporation; and  
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(b) acceptance by the Exchange.  

14.2 Any Options granted prior to obtaining the approval and acceptance set out in Section 14.1 hereof shall 
be conditional upon such approval and acceptance being given and no such Options may be exercised 
unless such approval and acceptance is given.  

14.3 This Plan must be reapproved by the shareholders of the Corporation at each annual meeting of the 
Shareholders of the Corporation, or as may otherwise be required by the Exchange Policies. 

ARTICLE 15 - OPTION AGREEMENT  

15.1 `The grant of Options will be evidenced by an option agreement between the Corporation and the 
Participant (an “Option Agreement”). The Option Agreement will be in writing and will set out the 
Exercise Price, the number of Option granted, the vesting dates (if applicable), the expiry date of the 
Options and any other terms approved by the Board, all in accordance with the provisions of this Plan. 
The Option Agreement will be in such form as the Board may from time to time approve or authorize 
and may contain such terms as may be considered necessary in order that the Options will comply with 
any provisions respecting options in the laws in force in any country or jurisdiction of which the person 
to whom the Option is granted may from time to time be a resident or citizen or the rules of any 
regulatory body having jurisdiction over the Corporation.  

ARTICLE 16 - WITHHOLDINGS 

16.1 Notwithstanding any other provision contained herein, in connection with the exercise of an Option by a 
Participant from time to time, as a condition to such exercise (i) the Corporation shall require such 
Participant to pay to the Corporation an amount as necessary so as to ensure that the Corporation is in 
compliance with the applicable provisions of any federal, provincial or local law relating to the 
withholding of tax or other required deductions (the “Applicable Withholdings and Deductions”) relating 
to the exercise of such Options; or (ii) in the event a Participant does not pay the amount specified in 
(i), the Corporation shall be permitted to engage a broker or other agent, at the risk and expense of the 
Participant, to sell an amount of underlying Common Shares issuable on the exercise of such Option 
and to apply the cash received on the sale of such underlying Common Shares as necessary so as to 
ensure that the Corporation is in compliance with the Applicable Withholdings and Deductions relating 
to the exercise of such Options.  In addition, the Corporation shall be entitled to withhold from any 
amount payable to a Participant, either under this Plan or otherwise, such amount as may be 
necessary so as to ensure that the Corporation is in compliance with Applicable Withholdings and 
Deductions relating to the exercise of such Options. 
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APPENDIX C:  STATEMENT OF EXECUTIVE COMPENSATION 

 

General 

The following discussion and analysis covers the compensation paid to the individuals who served as Chief 
Executive Officer and Chief Financial Officer of the Company who had total compensation in excess of 
$150,000, during the financial year ended December 31, 2013 (each such person, a “Named Executive Officer” 
or “NEO”). 

Compensation Discussion and Analysis 

The overall objective of the Company’s compensation strategy is to offer medium-term and long-term 
compensation components to ensure that the Company has in place programs to attract, retain, and develop 
management of the highest caliber and has in place a process to provide for the orderly succession of 
management, including receipt on an annual basis of any recommendations of the Chief Executive Officer, if 
any, in this regard.  The Company currently has medium-term and long-term compensation components in 
place, and intends to further develop these compensation components.  The objectives of the Company’s 
compensation policies and procedures are to align the interests of the Company’s employees with the interests 
of the Company’s shareholders; therefore, a significant portion of the total compensation is based upon overall 
corporate performance. 

The Company does not have in place a Compensation and Nominating Committee.  All tasks related to 
developing and monitoring the Company’s approach to the compensation of officers of the Company and to 
developing and monitoring the Company’s approach to the nomination of directors to the Board are performed 
by the members of the Board.  The compensation of the NEOs and the Company’s employees is reviewed, 
recommended, and approved by the independent directors of the Company.   

The Company chooses to grant stock options to NEOs to satisfy the long-term compensation component. The 
Board may consider, on an annual basis, an award of bonuses to key executives and senior management. The 
amount and award of such bonuses is discretionary, depending on, among other factors, the financial 
performance of the Company and the position of a participant.  The Board considers that the payment of such 
discretionary annual cash bonuses satisfies the medium-term compensation component.  In the future, the 
Board may also consider the grant of options to purchase common shares of the Company with longer future 
vesting dates to satisfy the long-term compensation component. 

Option-based awards 

The directors of the Company have adopted the 2013 Stock Option Plan (the “2013 Plan”). Under the 2013 Plan, 
a maximum of 10% of the issued and outstanding shares of the Company are to be reserved at any time for 
issuance on the exercise of stock options. As the number of shares reserved for issuance under the 2013 Plan 
increases with the issue of additional shares by the Company, the 2013 Plan is considered to be a “rolling” stock 
option plan. 

The directors of the Company intend to seek shareholder approval for, and implement concurrently with the 
listing of the Company on the CSE, the 2014 Stock Option Plan (the “2014 Plan”). Under the 2014 Plan, a 
maximum of 20% of the issued and outstanding shares of the Company are to be reserved at any time for 
issuance on the exercise of stock options. As the number of shares reserved for issuance under the 2014 Plan 
increases with the issue of additional shares by the Company, the 2014 Plan is considered to be a “rolling” stock 
option plan. 
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NEO Summary Compensation Table 

As at the year ended December 31, 2013, the Company had two NEOs:  (i) Yari Nieken, the interim CEO of the 
Company; and (ii) Tracey St. Denis, the CFO.  The following table sets forth all compensation for the three most 
recently completed financial years in respect of the individuals who were NEOs of the Company:  

Name and 

Principal 

Position 

Year 

Ended 

Dec. 31 

Salary
(2)

 

($) 

Share-

based 

Awards
(3

)
 

($) 

Option-

based 

Awards
(4

)
 

($) 

Non-equity Incentive 

Plan Compensation
(1)

 

($) 

Pension 

Value 

($) 

All Other 

Compen-

sation 

($) 

Total 

Compen-

sation 

($) 

Annual 

Incentive 

Plans 

Long-term 

Incentive 

Plans 

Yari Nieken      

Interim Chief 

Executive Officer 

and Director 

2013 16,933 Nil   1,244 Nil Nil Nil Nil   18,177 

Tracey St. Denis 

Chief Financial 

Officer 

2013 

2012 

19,370 

15,240 

Nil 

Nil 

Nil 

Nil 

Nil 

|Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

 19,370 

 15,240 

Mark McLeary      

Former Chief 

Executive Officer 

and Director 

2013 

2012 

2011 

78,000
(6)

 

78,000
(6)

 

78,000
(6)

 

Nil 

Nil 

Nil 

Nil 

Nil 

48,077
(5)

 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

  78,000 

  78,000 

126,077 

Ann Fehr 

Former Chief 

Financial Officer 

2012 

2011 

2010 

 14,289 

 40,522
 

   8,987 

Nil 

Nil 

Nil 

Nil 

23,375 

     779 

Nil 

Nil 

Ni 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

 14,289 

 63,897 

   9,766 

Notes 

 (1)
 “Non-equity Incentive Plan Compensation” includes all compensation under an incentive plan or portion of an incentive 

plan that is not an equity incentive plan.
 

(2)
 The value of perquisites including property or other personal benefits provided to an NEO that are generally available to 

all employees, and that in the aggregate are worth less than $50,000, or are worth less than 10% of an NEO’s total 
salary for the financial year are not reported herein.   

(3)
 “Share-based Awards” means an award under an equity incentive plan of equity-based instruments that do not have 

option-like features, including, for greater certainty, common shares, restricted shares, restricted share units, deferred 
share units, phantom shares, phantom share units, common share equivalent units, and stock. 

(4)
 “Option-based Awards” means an award under an equity incentive plan of options, including, for greater certainty, share 

options, share appreciation rights, and similar instruments that have option-like features.  The value of the option-based 
award was determined using the Black-Scholes option-pricing model. 

(5) 
McLeary Capital Management, Inc., a private company controlled by the CEO, Mark McLeary.  Mark McLeary was 
granted 80,000 stock options on January 4, 2011 with a fair value of $48,077. 

 
(6)

 On January 28, 2011 the Company entered into an indefinite term contract with McLeary Capital Management, Inc. (the 
“consultant”), for the consultant to continue to act as Chief Executive Officer and Director of the Company. A monthly 
consulting fee of $6,500 is payable to the consultant. The contract may be cancelled by either party on 30 days written 
notice and, if cancelled by the Company, by payment of an amount equivalent to two years annual salary. On 
termination of the contract the consultant will be immediately retained by the Company as a non-paid 
advisor/consultant to the Company until January 5, 2016 or for such time as the consultant still holds unexercised stock 
options in the Company. On exercise of the consultant’s options, the relationship between the consultant and the 
Company will cease.  The contract was terminated February 28, 2014 and the termination clause was waived. 
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For compensation related to previous years, please refer to the Company’s Management Information Circulars 

available at www.sedar.com. 

Incentive Plan Awards for NEOs 

An “incentive plan” is any plan providing compensation that depends on achieving certain performance goals or 
similar conditions within a specified period.  An “incentive plan award” means compensation awarded, earned 
paid, or payable under an incentive plan. 

Outstanding share-based awards and option-based awards 

The following table sets forth the share-based awards or option-based awards outstanding to NEOs as of 
December 31, 2013: 

Outstanding Share-Based Awards and Option-Based Awards 

 Option-based Awards Share-based Awards 

Name 

Number of 

securities 

underlying 

unexercised 

options  

(#) 

Option 

exercise 

price 

($) 

Option expiration 

date 

Value of 

unexercise

d in-the-

money 

options 

($) 

Number of 

shares or 

units of 

shares that 

have not 

vested 

(#) 

Market or 

payout 

value of 

share-

based 

awards that 

have not 

vested 

($) 

Yari Nieken 

Interim Chief 

Executive Officer 

and Director 

  250,000 $0.16 March 11, 2019 n/a n/a n/a 

Tracey St. Denis 

Chief Financial 

Officer 

150,000 $0.16 March 11, 2019 n/a n/a n/a 

 (1)
 The value of unexercised “in-the-money options” at the financial year-end is the difference between the option exercise 

price and the market value of the underlying common shares on the TSX Venture Exchange on December 31, 2013.  

The closing price of the common shares on December 31, 2013, the last day that the stock traded prior to the December 

31, 2013 year end, was $0.04. 

Pension Plan Benefits 

The Company does not have a pension plan that provides for payments or benefits to the NEOs at, following, or 

in connection with retirement. 

Termination and Change of Control Benefits 

The Company has no contract, agreement, plan, or arrangement that provides for payments to an NEO, at, 

following or in connection with any termination (whether voluntary, involuntary or constructive), resignation, 

retirement, a change of control of the Company, or a change in the NEO’s responsibilities. 

Director Compensation Table 

The following table sets forth the details of compensation provided to the directors of the Company who are not 

Named Executive Officers during the Company’s most recently completed financial year. For information on 
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compensation provided to the Company’s Named Executive Officers, see “Statement of Executive 

Compensation – Summary Compensation Table” above.  

Name Year 

Ended 

Fees  

Earned 

($) 

Share-

based 

Awards 

($) 

Option-

based 

Awards 

($)
(1)

 

Non-Equity 

Incentive Plan 

Compensation 

($) 

Pension 

Value 

($) 

All Other 

Compensation 

($) 

Total 

($) 

Ian Foreman
 

2013 

2012 

2011 

60,000 

42,000 

Nil 

Nil 

Nil 

Nil 

Nil 

48,077 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

60,000 

90,077 

Nil 

(1)
 The value of the option-based award was determined using the Black-Scholes option-pricing model. 

Incentive Plan Awards for Directors 

The following table sets forth the incentive plan awards granted to the directors of the Company who are not 
Named Executive Officers during the Company’s most recently completed financial year. For information on 
incentive plan awards granted to the Company’s Named Executive Officers, see “Statement of Executive 
Compensation – Incentive Plan Awards” above.  

Outstanding Share-Based Awards and Option-Based Awards 

  Option-based Awards Share-based Awards 

Name 

Year 

Ended 

Number of 

securities 

underlying 

unexercised 

options  

(#) 

Option 

exercise price 

($) 

Option 

expiration date 

Value of 

unexercised 

in-the-money 

options 

($) 

Number of 

shares or 

units of 

shares that 

have not 

vested 

(#) 

Market or 

payout value 

of share-

based 

awards that 

have not 

vested 

($) 

Ian Foreman
 

2013 

2012 

2011 

Nil 

80,000 

Nil 

Nil 

0.875 

Nil 

n/a 

Jan. 4, 2016 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

n/a 

Notes 

(1)
 The value of unexercised “in-the-money options” at the financial year-end is the difference between the option exercise 

price and the market value of the underlying common shares on the TSX Venture Exchange on December 31, 2013.  

The closing price of the common shares on December 31, 2013 the last day that the stock traded prior to the December 

31, 2013 year end, was $0.04. 

Pension Plan 

The Company does not have a pension plan that provides for payments or benefits to the non-executive 
directors at, following, or in connection with retirement. 

 

Following Listing on CSE 

Following the listing of the Company’s common shares on the CSE, the Company intends to compensate its 
NEOs as follows: Yari Nieken (Interim President and CEO) - $6,500 per month; and Tracey St. Denis - on an 
‘as-needed’ basis. 

 


