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Copper Cowboy Resources Inc. 

 

Management’s Discussion and Analysis of Results of 

Operations and Financial Condition of Copper Cowboy Resources Inc. 

For the six months ended October 31, 2013 

(Expressed In Canadian Dollars) 

 

Introduction 

This management’s discussion and analysis (“MD&A”) has been prepared as of December 9, 2013 and 

should be read in conjunction with the unaudited financial statements of the Company for the six months 

ended October 31, 2013 and the audited financial statements of the Company for the year ended April 30, 

2013. All dollar figures stated herein are expressed in Canadian dollars, unless otherwise specified. 

 

Overview 

 

The Company was incorporated under the Business Corporations Act of British Columbia on April 26, 

2007. The Company is primarily engaged in the acquisition, exploration, and development of mineral 

properties. The Company’s shares are traded on the Canadian National Stock Exchange (“CNSX”) under 

the symbol “CCQ”. 

 
Mineral Property 

 
Spring Canyon, Elko County, Nevada, United States 

On January 28, 2013, the Company entered into an option agreement with Cardigan-West Resources LLC 

to acquire a 51% interest in the Spring Canyon claims situated in Elko, Nevada. The Spring Canyon 

property is a copper gold skarn property located near Dolly Varden Spring. 

 

A total of US$100,000 is to be paid to Cardigan-West Resources LLC in stages of which US$25,000 has 

been paid.  In addition, the Company must issue 1,200,000 shares (none issued) and incurred US$100,000 

in exploration expenditures from twelve months from the date the agreement is fully executed. 

The Company is still in the due diligence process and will issue the first allotment of 300,000 shares if the 

due diligence is satisfactory. The agreement is not yet deemed fully executed until the due diligence 

process has been completed.  

 

Upon the Commencement of Commercial Production, Copper Cowboy shall pay to Cardigan-West 

Resources LLC a Royalty, being equal to 2.0% of Net Smelter Returns. 

 

Copper Cowboy will have the right at any time to purchase one-half of the Royalty (i.e., 1.0% royalty) by 

paying the sum of $1,000,000 to Cardigan-West Resources LLC. 

 

Overall Performance 

 

During the three months ended October 31, 2013, the Company did not raise any funds through the sale 

of its common shares.   
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Selected Annual Information 

 

The following table provides selected annual financial information for the Company for the three most 

recently completed financial years: 

 

 Audited for the 

year ended 

April 30, 2013 

Audited for the 

year ended 

April 30, 2012 

Audited for the 

year ended 

April 30, 2011 
Total Revenue Nil Nil Nil 

Total Profit (Loss) $(394,247) $(80,569)  $(152,716) 

Basic and Diluted Profit (Loss) per Share $(0.03) $(0.01) $(0.01) 

Total Assets $31,041 $245,037  $342,076 

Total Non-Current Financial Liabilities Nil Nil Nil 

Distributions or Cash Dividends Per Share Nil Nil Nil 

 

The Company’s net loss for the year ended April 30, 2013 was considerably higher than that for the year 

ended April 30, 2012 and 2011 as a result of a write-off of exploration and evaluation assets in the 

amount of $187,386.  In addition, there was increased legal and transfer agent fees associated with the 

Company’s public offering. 

 

The Company’s net loss for the year ended April 30, 2012 was considerably lower than that for the year 

ended April 30, 2011 as a result of a significant decrease in consulting fees and management fees as well 

as a decrease in office, rent and miscellaneous expenses, which were partially offset by increases in 

accounting fees and legal fees as the Company maintained its operation and worked towards completing 

its prospectus filing. 

 

Discussion of Operations 

 

The Company is an exploration stage company with no revenues.  The loss for the year ended April 30, 

2013 was $394,247 compared to a loss of $80,569 for the year ended April 30, 2012.  The increase in loss 

of $313,678 is mainly attributable to the following: 

 

a) Consulting fees increased from $20,890 to $50,000 due to a new consulting agreement entered 

into with a related party in relation to property investigation in Nevada during the fiscal 2013;  

b) Legal fees increased from $16,389 to $51,569 due to going public;  

c) Office, rent and miscellaneous increased from $10 to $21,581 as a result of costs related to 

property investigation in Nevada;  

d) Transfer agent and filing fees increased from $Nil to $23,407 due to the Company’s initial 

public offering; and 

 

The Company wrote-off $187,386 (2012: $Nil) in exploration and evaluation assets. 
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The loss for the six-month period ended October 31, 2013 was $68,445 compared to a loss of $55,468 for 

the six-month period ended October 31, 2012.  The increase in loss of $12,977 is mainly attributable to 

the following: 

 

a) Consulting fees increased from $2,344 to $27,500 as the Company is actively searching for 

additional exploration assets;  

b) Office, rent, and miscellaneous increased from $Nil to $16,371 as the Company entered into an 

agreement with a director to provide rental and other office services;  

c) Transfer and filing fees increased from $2,260 to $4,651 as the Company is now a publicly 

listed entity and must file various documents with the securities commission and exchange.  

  

Accounting and audit decreased from $26,746 to $15,000 as there were additional costs associated with 

the prospectus in the prior year.  Legal fees decreased from $19,739 to $1,763 as there were additional 

legal costs associated with filing the prospectus and taking the Company public.  

 

Summary of Quarterly Results 

 

The following is a summary of the Company’s financial results for each of the eight most recently 

completed quarters in as far as available: 

 
 Q2 

Oct 31, 

2013 

Q1 

July 31, 

2013 

Q4 

April 30, 

2013 

Q3 

Jan 31, 

2013 

Q2 

Oct 31, 

2012 

Q1 

July 31, 

2012 

Q4 

Apr 30, 

2012 

Q3 

 Jan 31, 

2012 

Total Revenue Nil Nil Nil Nil Nil Nil N/A Nil 

Total Profit (Loss) ($27,803) ($40,642) ($283,816) ($54,993) ($21,964) $(33,474) $(10,734) $(15,601) 

Basic and Diluted 

Profit (Loss) per Share 
$(0.00) $(0.00) $(0.02) $(0.00) $(0.00) $(0.00) $(0.00) $(0.00) 

 

Overall, consulting fees, legal fees and write-off of exploration and evaluation assets are the major 

components that caused variances in net loss from quarter to quarter.  

 

The Company recorded a net loss of $283,816 (2012: $10,734) during the quarter ended April 30, 2013. 

The net loss for the period is mainly due to the following major expenses: write-off of exploration and 

evaluation assets of $187,386 (2012: $nil), consulting fees of $42,656 (2012: $5,258), legal fees of $9,008 

(2012: $2,569), office, rent and miscellaneous of $20,666 (2012: $158) and transfer agent and filing fees 

of $17,413 (2012: nil).  

 
Liquidity  

 

Since incorporation, the Company’s capital resources have been limited. The Company relied upon the 

issue of equity securities to acquire interest in mineral properties acquisition payments and to pay 

operating expenses. 

 

During the year ended April 30, 2013, the Company cancelled and returned to treasury 297,000 shares 

previously issued at $0.0001 with an aggregate purchase price of $30. Also during the year period ended 

April 30, 2013, the Company raised $100,000 through the sale of 833,333 Series C Special Warrants at a 

price of $0.12 per Special Warrant.  The special warrants were subsequently exercised for common shares 

of the Company (Refer to annual financial statements for more disclosure on these special warrants). 

 



Copper Cowboy Resources Inc. 

Management’s Discussion & Analysis 

For the six months ended October 31, 2013  

 

- 4 - 

The Company had a working capital deficiency of $153,910 as at October 31, 2013.  Once the Company 

is operational, it will require further working capital in order to initiate the exploration activities and pay 

operating expenses and may seek to raise additional funds through one or more private placements. 

 

Capital Resources 

 

The Company will continue to require funds for exploration work on the Property, as well as to meet its 

ongoing day-to-day operating expenses and will continue to rely on equity financing during such period. 

There can be no assurance that any financing, will be available to the on terms satisfactory to the 

Company. The Company does not have any other commitments for material capital expenditures in the 

near and long term other than as disclosed above plus normal operating expenses. 

 

Pursuant to the option agreement with Cardigan-West Resources LLC, the Company is required to pay 

US$75,000 to Cardigan-West Resources LLC on or before January 28, 2014, the date when the option 

agreement has been fully executed.  

 

Pursuant to the option agreement, the Company is required to incur exploration expenditures totaling not 

less than US$100,000 on or before January 28, 2014. As at October 31, 2013, $Nil in exploration 

expenditures had been incurred. 

 

The Company’s ongoing operating expenses are estimated to cost in the area of $60,000 ($5,000 per 

month) per year.   

 

Off Balance Sheet Arrangements 

 

There are no off-balance sheet arrangements to which the Company is committed. 

 

Transactions with Related Parties 

 

The Company paid management fees to the CEO of $3,000 (2012: $Nil) during the six months period 

ending October 31, 2013. 

 

As at October 31, 2013, the Company accrued $9,000 (April 30, 2013: $5,000) owing to the CEO for 

operating expense advanced by the CEO on behalf of the Company.   

 

As at October 31, 2013, the Company accrued $120,700 (April 30, 2013: $68,000) with two companies 

controlled by a common director of the Company.  The Company entered into a verbal consulting 

agreement with Sundance Gold for $5,000 per month and a lease agreement for a company office with 

Bahega Consulting Ltd. on a month to month basis of $1,500 per month. The $77,500 consulting fees and 

the $43,200 rent incurred during the year are still outstanding as at October 31, 2013. 

 

In the normal course of operations, the Company has entered into certain related party transactions, which 

have been measured at the respective exchange amounts, being the consideration established and agreed 

by the related parties. 
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Critical Accounting Estimates 

 

The preparation of these financial statements in conformity of IFRS requires management to make 

judgments, estimates and assumptions that affect the reported amounts of assets, liabilities and contingent 

liabilities at the date of the financial statements and reported amounts of revenues and expenses during the 

reporting period. Estimates and assumptions are continuously evaluated and are based on management’s 

experience and other factors, including expectations of future events that are believed to be reasonable 

under the circumstances. However, actual outcomes can differ from these estimates. 

In particular, information about significant areas of estimation uncertainty considered by management in 

preparing the financial statements is described below: 

 

a) Exploration and Evaluation Expenditure 

 

The application of the Company’s accounting policy for deferred development expenditure requires 

judgement in determining whether it is likely that future economic benefits will flow to the Company, 

which may be based on assumptions about future events or circumstances. Estimates and assumptions 

made may change if new information becomes available. If, after expenditures is capitalized, information 

becomes available suggesting that the recovery of expenditures is unlikely, the amount capitalized is 

written off in the profit or loss in the period the new information becomes available. 

 

b) Title to Mineral Property Interest 

 

Although the Company has taken some steps to verify title to mineral properties in which it has interest, 

these procedures do not guarantee the Company’s title. Such properties may be subject to prior 

agreements or transfer and title may be affected by undetected defect. 

 

c) Asset Retirement Obligations 

 

The Company recognizes the liability for an asset retirement obligation. The relevant costs in associated 

with the assets retirement obligations are estimated based on the Company’s interpretation of current 

regulatory requirements. Based on the assessment, the Company did not have any significant asset 

retirement obligations at the reporting dates. 

 

d) Recovery of Deferred Tax Assets 

 

Judgment is required in determining whether deferred tax assets are recognized on the statement of 

financial position.  Deferred tax assets, including those arising from un-utilized tax losses require 

management to assess the likelihood that the Company will generate taxable earnings in future periods, in 

order to utilize recognized deferred tax assets.   

 

e)        Contingencies 

 

By their nature, contingencies will only be resolved when one or more future events occur or fail to occur.  

The assessment of contingencies inherently involves the exercise of significant judgment and estimates of 

the outcome of future events. 
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Changes in Accounting Policies Including Initial Adoption 

 

Certain new accounting standards and interpretations have been published that are not mandatory for the 

October 31, 2013 reporting period. The following standards are assessed not to have any impact on the 

Company’s financial statements: 

 

 IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual periods 

beginning on or after January 1, 2013, with early adoption permitted, introduces new requirements for 

the classification and measurement of financial instruments. 

 IFRS 10 ‘Consolidated Financial Statements’ – effective for annual periods beginning on or after 

January 1, 2013, with early adoption permitted, establishes principles for the presentation and 

preparation of consolidated financial statements when an entity controls one or more other entities. 

 IFRS 11 ‘Joint Arrangements’ – effective for annual periods beginning on or after January 1, 2013, 

with early adoption permitted, provides for a more realistic reflection of joint arrangements by 

focusing on the rights and obligations of the arrangement, rather than its legal form. 

 IFRS 12 ‘Disclosure of Interests in Other Entities’ – effective for annual periods beginning on or after 

January 1, 2013, with early adoption permitted, requires the disclosure of information that enables 

users of financial statements to evaluate the nature of, and risks associated with its interests in other 

entities and the effects of those interests on its financial position, financial performance and cash 

flows. 

 IFRS 13 ‘Fair Value Measurement’ – effective for annual periods beginning on or after January 1, 

2013, with early adoption permitted, provides the guidance on the measurement of fair value and 

related disclosures through a fair value hierarchy.  

 IAS 27 ‘Separate Financial Statements’– as a result of the issue of the new consolidation suite of 

standards, IAS 27 Separate Financial Statements has been reissued, as the consolidation guidance will 

now be included in IFRS 10. IAS 27 will now only prescribe the accounting and disclosure 

requirements for investments in subsidiaries, joint ventures and associates when an entity prepares 

separate financial statements. 

 IAS 28 ‘Investments in Associates and Joint Ventures’ – as a consequence of the issue of IFRS 10, 

IFRS 11and IFRS 12, IAS 28 has been amended and will provide the accounting guidance for 

investments in associates and to set out the requirements for the application of the equity method 

when accounting for investments in associates and joint ventures. The amended IAS 28 will be 

applied by all entities that are investors with joint control of, or significant influence over, an 

investee.  

 IAS 1 ‘Presentation of Financial Statements’ – the IASB amended IAS 1 with a new requirement for 

entities to group items presented in other comprehensive income on the basis of whether they are 

potentially reclassifiable to profit or loss. 

 IAS 19 ‘Employee Benefits’ – a number of amendments have been made to IAS 19, which included 

eliminating the use of the “corridor” approach and requiring remeasurements to be presented in OCI. 

The standard also includes amendments related to termination benefits as well as enhanced 

disclosures. 
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Financial Instruments and Other Instruments 

 

Financial Instruments 

 

Financial assets 

 

Financial assets are classified as into one of the following categories based on the purpose for which the 

asset was acquired. All transactions related to financial instruments are recorded on a trade date basis. The 

Company's accounting policy for each category is as follows: 

 

Fair value through profit or loss – This category comprises derivatives, or assets acquired or incurred 

principally for the purpose of selling or repurchasing it in the near term. They are carried in the statements 

of financial position at fair value with changes in fair value recognized in the income statement.   

 

Loans and receivables – These assets are non-derivative financial assets with fixed or determinable 

payment that are not quoted in an active market.  They are carried at 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. 

 

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 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 the income statement. 

 

Available-for-sale – 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 equity.  

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 equity and recognized in the income statement.   

 

Impairment on financial assets 

 

At each reporting date the Company assesses whether there is any objective evidence that a financial asset 

or a group of financial assets is impaired. A financial asset or group of financial assets is deemed to be 

impaired, if and only if there is objective evidence of impairment as a result of one or more events, that 

has occurred after the initial recognition of the asset and that event has an impact on the estimated future 

cash flows of the financial asset or the group of financial assets. 

 

Objective evidence of impairment could include the following: 

 Significant financial difficulty of the issuer or counterparty; 

 Default or delinquency in interest or principal payments; or 

 It has become probable that the borrower will enter bankruptcy or financial reorganization. 

 

For financial assets carried at amortized cost, the amount of the impairment is the difference between the 

asset’s carrying amount and the present value of the estimated future cash flows, discounted at the 

financial asset’s original effective interest rate. 
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Financial Instruments and Other Instruments (Continued) 

 

Financial Instruments (Continued) 

 

The carrying amount of all financial assets is directly reduced by the impairment loss. For financial assets 

measured at amortized cost, if, in a subsequent period, the amount of the impairment loss decreases and 

the decrease can be related objectively to an event occurring after the impairment losses were recognized, 

the previously recognized impairment loss is reversed through profit or loss to the extent that the carrying 

amount of the asset at the date the impairment is reversed does not exceed what the amortized cost would 

have been had the impairment not been recognized. 

 

Derecognition of financial assets 

 

Financial assets are derecognized when the rights to receive cash flows from the assets expire or the 

financial assets are transferred and the Company has transferred substantially all the risks and rewards of 

ownership of the financial assets. On derecognition of a financial asset, the difference between the asset’s 

carrying amount and the sum of the consideration received and receivable and the cumulative gain or loss 

that had been recognized directly in equity is recognized in profit or loss. 

 

Financial liabilities 

 

Financial liabilities are classified as other financial liabilities, based on the purpose for which the liability 

was incurred, and comprise of accounts payables and accrued liabilities and due to related parties. These 

liabilities are initially recognized at fair value net of any transaction costs directly attributable to the 

issuance of the instrument and subsequently carried at amortized cost using the effective interest rate 

method. This ensures that any interest expense over the period to repayment is at a constant rate on the 

balance of the liability carried in the statement of financial position. Interest expense in this context 

includes initial transaction costs and premiums payable on redemption, as well as any interest or coupon 

payable while the liability is outstanding. 

 

Financial Instruments And Risks 

 

Fair Value 

 

As at October 31, 2013 and April 30, 2013, the Company’s financial instruments consisted of cash and 

cash equivalents, receivable, accounts payable and accrued liabilities and due to related parties. The fair 

values of cash and cash equivalents, receivable, accounts payable and accrued liabilities and due to 

related parties approximate their carrying values because of their current nature. 

 

The Company classifies its fair value measurements in accordance with the three level fair value 

hierarchy as follows: 

 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities 

Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or 

indirectly, and 

Level 3 – Inputs that are not based on observable market date 
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Financial Instruments And Risks (Continued) 

 

As at October 31, 2013, the Company’s cash and cash equivalents of $671 (April 30, 2013 - $6,416) is 

considered to be Level 1 instruments. 

 

The Company’s financial instruments are exposed to a number of risks that are summarized below: 

 

Credit Risk 

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

The Company’s credit risk is primarily attributable to its cash balances. The Company manages its credit 

risk on bank deposits by holding deposits in high credit quality banking institutions in Canada.  

  

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they come 

due or can do so only at excessive cost. The Company has significant financial liabilities outstanding 

including accounts payable and accrued liabilities and due to related parties.  The Company is exposed to 

the risk that it may not have sufficient liquid assets to meet its commitments associated with these 

financial liabilities. 

 

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have 

sufficient liquidity to meet its liabilities when due, without incurring unacceptable losses or risking 

damage to the Company’s reputation. To the extent that the Company does not believe it has sufficient 

liquidity to meet these obligations, management will consider securing additional funds through equity 

transactions. The Company manages its liquidity risk by continuously monitoring forecast and actual 

gross profit and cash flows from operations. 

 

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market interest rates. As the Company’s cash is currently held in non-interest 

bearing bank account, management considers the interest rate risk to be minimal. 

 

Commodity Price Risk 

The ability of the Company to finance the exploration and development of its properties and the future 

profitability of the Company is directly related to the market price of the primary minerals identified in 

its mineral properties. Mineral prices fluctuate on a daily basis and are affected by a number of factors 

beyond the Company’s control. A sustained, significant decline in the prices of the primary minerals or in 

the share prices of junior mineral exploration companies in general, could have a negative impact on the 

Company’s ability to raise additional capital. Sensitivity to commodity price risk is remote since the 

Company has not established any reserves or production. 

 

Foreign Exchange Risk 

Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in the foreign currency exchange rates. The Company’s functional currency 

is the Canadian dollar. All of the Company’s financial instruments are denominated in Canadian dollars.  

The Company conducts some of its business in US dollars and is therefore exposed to variations in the 

foreign exchange rate.  In management’s opinion there is no material foreign exchange risk to the 

Company. 
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Financial Instruments And Risks (Continued) 

 

Transaction Costs 

Transaction costs attributable to the acquisition or issue of financial assets or financial liabilities, other 

than those classified as held-for-trading, are added to the initial fair value amount to match the costs with 

the related transactions. Purchases and sales of securities are accounted for on the settlement date basis. 

 

Additional Information 

 

Additional information relating to the Company is on SEDAR at www.sedar.com.  

 

Disclosure of Outstanding Security Data 

 

As at the date of this Management’s Discussion and Analysis, the following securities are outstanding: 

 

Common Shares: 13,925,333 

 

Warrants:  2,533,333 share purchase warrants 

    

The share purchase warrants are exercisable at $0.15 prior to November 6, 2013 

and $0.20 until expiration on November 6, 2014.   

 

Additional disclosure for venture issuers without significant revenue 

 

The Company has not had significant revenue from operations in either of its last two financial years. 

 

Year Ended April 30, 2013 

 

During the year ended April 30, 2013, the Company did not generate any revenue.  Expenses during the 

year were $394,247 and include: consulting fees of $50,000 accrued to a company related to the CFO, 

management fees of $10,000 paid or accrued to the CEO of the Company, accounting fees of $44,260, 

legal fees of $51,569 and office, rent and miscellaneous expenses of $21,581 of which $18,000 was 

accrued to the CFO of the Company. As at April 30, 2013, the Company had mineral property interests of 

$24,625, which consisted of acquisition costs.  $187,386 in exploration and evaluation assets were written 

off during the year.   

 

Year Ended April 30, 2012 

 

During the year ended April 30, 2012, the Company did not generate any revenue.  Expenses during this 

period were $80,569 and include: consulting fees of 20,890 paid or accrued to the CFO of the Company 

and a company related to the CFO, management fees of $7,440 paid or accrued to the CFO of the 

Company, investor relations fees of $11,200 paid or accrued to the CFO of the Company, accounting fees 

of $35,840, legal fees of $16,389 and office, rent and miscellaneous expenses of $10. As at April 30, 

2012, the Company had mineral property interests of $120,000, which consisted of acquisition costs.   

 

 

 

 

http://www.sedar.com/
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Additional disclosure for venture issuers without significant revenue (Continued) 

 

Three-month period ended October 31, 2013 

 

During the six-month period ended October 31, 2013, the Company did not generate any revenue.  

Expenses during this period were $68,445 (2012: $55,468) and include: accounting and audit fees of 

$15,000 (2012: $26,735), legal fees of $1,763 (2012: $19,739), consulting fees of $27,500 (2012: $2,344) 

and transfer agent and filing fees of $4,651 (2012: $2,260).  As at October 31, 2013, the Company had 

mineral property interests of $24,625, of which the full amount consist of acquisition costs. 

 

Forward-looking information 

 

This MD&A contains certain forward-looking statements and information relating to the Company that is 

based on the beliefs of its management as well as assumptions made by and information currently 

available to the Company. When used in this document, the words “anticipate”, “believe”, “estimate”, 

“expect” and similar expressions, as they relate to the Company or its management, are intended to 

identify forward-looking statements. This MD&A contains forward-looking statements relating to, 

amongst other things, regulatory compliance, the sufficiency of current working capital, the estimated 

cost and availability of funding for the continued exploration of the Company’s properties. Such 

statements reflect the current views of the Company with respect to future events and are subject to 

certain risks, uncertainties, and assumptions. 

 

Early stage – Need for additional funds 

 

The Company has no history of profitable operations and its present business is at an early stage. As such, 

the Company is subject to many risks common to such enterprises, including undercapitalization, cash 

shortages and limitations with respect to personnel, financial and other resources and the lack of revenues. 

There is no assurance that the Company will be successful in achieving a return on shareholders’ 

investments and the likelihood of success must be considered in light of its early stage of operations.  

 

The Company has no source of operating cash flow and no assurance that additional funding will be 

available to it for further exploration and development of its projects when required.  

 

Although the Company has been successful in the past in obtaining financing though the sale of equity 

securities or joint ventures, there can be no assurance that the Company will be able to obtain adequate 

financing in the future or that the terms of such financing will be favorable. Failure to obtain such 

additional financing could result in the delay or indefinite postponement of further exploration and 

development of its properties. 

 

Operating Hazards and Risks 

 

Mining operations involve many risks, which even a combination of experience, knowledge and careful 

evaluation may not be able to overcome. In the course of exploration, development and production of 

mineral properties, certain risks, and in particular, unexpected or unusual geological operating conditions 

including rock bursts, cave-ins, fires, flooding and earthquakes may occur. Operations in which the 

Company has a direct or indirect interest will be subject to all the hazards and risks normally incidental to 

exploration, development and production metals, any of which could result in damage to or destruction of 

mines and other producing facilities, damage to life and property, environmental damage and possible 

legal liability for any or all damage. 
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Environmental Regulations, Permits and Licenses 

 
The Company’s operations are subject to various laws and regulations governing the protection of the 

environment, exploration, development, production, taxes, labour standards, occupational health, waste 

disposal, safety and other matters. 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 impositions 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 direction of stricter standards, and enforcement, and higher fines and penalties 

for non-responsibility for companies and directors, officers and employees. The cost of compliance with 

changes in governmental regulations has the potential to reduce the profitability for companies and 

directors, officers and employees. The cost of compliance with changes in governmental regulations has 

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

environmental regulations. 

 

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

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

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

additional equipment, or 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 of the 

Company and cause increases in capital expenditures or productions costs or reduction in levels of 

productions at producing properties or requirements abandonment or delays in development of new 

mining properties. 

 

Competition and Agreements with Other Parties 

 

The mining industry is intensely competitive in all its phases. The Company competes with other 

companies that have greater financial resources and technical capacity. Competition could adversely 

affect the Company’s ability to acquire suitable properties or prospects in the future. 

 

The Company may, in the future, be unable to meet its share costs incurred under agreements to which it 

is a party and it may have its interest in the properties subject to such agreements reduced as a result. 

Also, if other parties to such agreements do not meet their share of such costs, the Company may not be 

able to finance the expenditures required to complete recommended programs. 

 

Price Volatility of Public Stock 

 

In recent years securities markets have experienced extremes in price and volume volatility. The market 

price of securities of many early stage companies, among others, have experienced fluctuations in price 

which may not necessarily be related to the operating performance, underlying asset values or prospects 

of such companies. It may be anticipated that any market for the Company’s shares will be subject to 

market trends generally and the value of the Company’s shares on the CNSX may be affected by such 

volatility. 
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Economic Conditions 

 

Unfavorable economic conditions may negatively impact the Company’s financial viability as a result of 

increased financing costs and limited access to capital markets. 

 

Dependence on Management 

 

The Company is very dependent upon the personal efforts and commitment of its existing management. 

To the extent that management’s services would be unavailable for any reason, a disruption to the 

operations of the Company could result, and other persons would be required to manage and operate the 

Company. 

 

Conflicts of interest 

 

The Company’s directors and officers may serve as directors and officers, or may be associated with other 

reporting companies or have significant shareholding 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 terms respecting the transaction. If a conflict of interest arises, the Company 

will follow the provisions of the British Columbia Business Corporations Act (“Corporations Act”) in 

dealing with conflicts of interest. These provisions state that where a director/officer has such a conflict, 

the director must arrange a meeting of the board to disclose his interest and must 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 interests of the Company. 

 

Approval 

 

The Audit Committee has reviewed and approved the disclosure included in this MD&A. A copy of the 

interim and annual and MD&A’s will be provided to anyone who requests it. 


