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Introduction 
 
The following management’s discussion and analysis (“MD&A”) of the financial condition and resu lts of  
the operations of Continental Precious Minerals Inc. (“Continental” or the “Company”) constitutes 
management’s review of the factors that affected the Company’s financial and operating performance for the 
three and nine months ended February 28, 2017. This MD&A has been prepared in compliance with the 
requirements of National Instrument 51-102 – Continuous Disclosure Obligations. This discussion should be 
read in conjunction with the audited consolidated financial statements of the Company for the years ended 
May 31, 2016 and 2015, together with the notes thereto and the unaudited condensed interim consolidated 
financial statements of the Company for the three and nine months ended February 28, 2017, together with 
the notes thereto. Results are reported in Canadian dollars, unless otherwise noted. In the opinion of 
management, all adjustments (which consist only of normal recurring adjustments) considered necessary for a 
fair presentation have been included in this MD&A. Information contained herein is presented as at March 28, 
2017, unless otherwise indicated. 
 
The Company applies International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”). The unaudited condensed interim consolidated financial statements for 
the three and nine months ended February 28, 2017 have been prepared in accordance with International 
Accounting Standards 34, Interim Financial Reporting. 
 
For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors, considers 
the materiality of information. Information is considered material if: (i) such information results in, or would 
reasonably be expected to result in, a significant change in the market price or value of Continental’s common 
shares; (ii) there is a substantial likelihood that a reasonable investor would consider it important in making an 
investment decision; or (iii) it would significantly alter the total mix of information available to investors. 
Management, in conjunction with the Board of Directors, evaluates materiality with reference to all relevant 
circumstances, including potential market sensitivity.  
 
Further information about the Company and its operations can be obtained from the offices of the Company or 
on SEDAR at www.sedar.com. 
 

Cautionary Note Regarding Forward-Looking Information 
 
This MD&A contains certain forward-looking information and forward-looking statements, as defined in 
applicable securities laws (collectively referred to herein as “forward-looking statements”). These statements 
relate to future events or the Company’s future performance. All statements other than statements of historical 
fact are forward-looking statements. Often, but not always, forward-looking statements can be identified by the 
use of words such as “plans”, “expects”, “is expected”, “budget”, “scheduled”, “estimates”, “continues”, 
“forecasts”, “projects”, “predicts”, “intends”, “anticipates” or “believes”, or variations of, or the negatives of, 
such words and phrases, or statements that certain actions, events or results “may”, “could”, “would”, “should”, 
“might” or “will” be taken, occur or be achieved. Forward-looking statements involve known and unknown 
risks, uncertainties and other factors that may cause actual results to differ materially from those anticipated in 
such forward-looking statements. The forward-looking statements in this MD&A speak only as of the date of 
this MD&A or as of the date specified in such statement. The following table outlines certain significant 
forward-looking statements contained in this MD&A and provides the material assumptions used to develop 
such forward-looking statements and material risk factors that could cause actual results to differ materially 
from the forward looking statements. 

http://www.sedar.com/


CONTINENTAL PRECIOUS MINERALS INC.                                                                                                           
Management’s Discussion and Analysis  
For the Three and Nine Months Ended February 28, 2017 
Dated – March 28, 2017  

 
 

 P a g e  | 3 
 

  
 
 
 
 
 

 

Forward-looking statement Assumptions Risk factors 

The Company will be able to carry 
out anticipated business plans. 

The operating activities of the Company 
for the twelve months ending February 
28, 2018, will be consistent with the 
Company’s current expectations. 

Sufficient funds not being available; 
increases in costs; the Company 
may be unable to retain key 
personnel. 

 
Inherent in forward-looking statements are risks, uncertainties and other factors beyond Continental’s ability to 
predict or control. Please also make reference to those risk factors referenced in the “Risks and Uncertainties” 
section below. Readers are cautioned that the above chart does not contain an exhaustive list of the factors or 
assumptions that may affect the forward-looking statements, and that the assumptions underlying such 
statements may prove to be incorrect.  Actual results and developments are likely to differ, and may differ 
materially, from those expressed or implied by the forward-looking statements contained in this MD&A.  
 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause 
Continental’s actual results, performance or achievements to be materially different from any of its future 
results, performance or achievements expressed or implied by forward-looking statements. All forward-looking 
statements herein are qualified by this cautionary statement. Accordingly, readers should not place undue 
reliance on forward-looking statements. The Company undertakes no obligation to update publicly or 
otherwise revise any forward-looking statements whether as a result of new information or future events or 
otherwise, except as may be required by law. If the Company does update one or more forward-looking 
statements, no inference should be drawn that it will make additional updates with respect to those or other 
forward-looking statements, unless required by law. 
 

Description of Business 
 
Continental was a reporting issuer listed on the Toronto Stock Exchange (“TSX”) under the symbol "CZQ". 
The Company was amalgamated with Fin Resources Inc., under the laws of the Province of Ontario, Canada 
by Articles of Amalgamation dated July 7, 1987.  Historically Continental’s business focus has been in the 
natural resources industry. Current management is actively seeking new business opportunities. To date, 
Continental has not earned any revenues from its mineral property interests and is considered to be in the 
exploration stage. 
 
During the three and nine months ended February 28, 2017, the Company disposed of its interest in the 
Sweden Uranium Project as disclosed in note 3.  
 
As a result of this disposition the company no longer met the applicable criteria to remain on the TSX 
exchange. The Company has applied for voluntary delisting of its shares from the TSX and concurrently 
applied for a listing on the NEX exchange. 
 

Overall Performance 
 
On October 21, 2016, Mr. Grant Sawiak resigned as the Chief Executive Officer (“CEO”) and a director of the 
Company. The Board of Directors appointed Mr. Norman Brewster, who has been a director of the Company 
since November 2013, as Interim CEO.  In addition, the Company announced that Mr. Ram Ramkumar was 
appointed as a director of the Company. 
 
On February 28, 2017, the Company announced that Dave Pryce resigned as a director of the Company.  
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During the three and nine months ended February 28, 2017, the Company sold Viken Project for $300,000 
(see “Exploration and Evaluation Assets” below). 
 
Management and directors are currently reviewing opportunities outside the extraction industry that have 
developed as a result of present market conditions and the Company’s strong cash position. 

 
Exploration and Evaluation Assets 
 
VIKEN PROJECT 
 
During the year ended May 31, 2016, the Company impaired the carrying value of the property to $1. During 
the three and nine months ended February 28, 2017, the Company transferred the 11 mineral claims 
comprising the Sweden Uranium Project to EU Energy Corp. The terms of the sale agreement provide that 
Continental be paid a total of $300,000, of which $150,000 was advanced on the date of signing with the 
remaining $150,000 to be paid on or before March 31, 2017 which was included in the accounts receivable in 
the unaudited condensed interim consolidated statements of financial position as at February 28, 2017. 
Additionally Continental is entitled to receive a NSR of 2% which upon a 30 day notice from EU Energy Corp. 
could be purchased for $600,000. However, if EU Energy Corp. does not commence commercial production 
from the property within 5 years, the royalty is reduced to 0.5% and can be purchased for $150,000. 
 
During the three and nine months ended February 28, 2017, the Company incurred $2,724 and ($21,498), 
respectively, (three and nine months ended February 29, 2016 - $14,562 and $183,240, respectively) in 
exploration expenses in connection with the Sweden Uranium Project. The negative exploration expenses 
during the three and nine months ended February 28, 2017 was due to a refund received from a vendor for 
expenses incurred in previous periods. 
 
DOK PROPERTY 
 
During the year ended May 31, 2016, the Company decided not to pursue the option agreement and has fully 
impaired the property.  During the three and nine months ended February 28, 2017, the Company incurred 
$nil and $3,652, respectively (three and nine months ended February 29, 2016 - $6,789 and $8,172, 
respectively) in connection with the property. 

 
Off-Balance-Sheet Arrangements 
 
As of the date of this filing, the Company does not have any off-balance-sheet arrangements that have, or are 
reasonably likely to have, a current or future effect on the results of operations or financial condition of the 
Company, including, and without limitation, such considerations as liquidity and capital resources. 

 
Proposed Material Transactions 
 
As of the date of this MD&A, the Company does not have any proposed material transactions to announce.   

 
Environmental Contingency 
 
The Company's historical mining and exploration activities were subject to various government laws and 
regulations relating to the protection of the environment. These environmental regulations are continually 
changing and generally becoming more restrictive. As of the date of this MD&A, the Company does not 
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believe that there are any significant environmental obligations requiring material capital outlays in the 
immediate future. 

 
Capital Management  
 
The Company manages its capital with the following objectives: 
 

 to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of 
future growth opportunities, and pursuit of acquisitions; and 

 to maximize shareholder return. 
 
The Company monitors its capital structure and makes adjustments according to market conditions in an effort 
to meet its objectives given the current outlook of the business and industry in general. The Company may 
manage its capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital 
spending, or disposing of assets. The capital structure is reviewed by management and the board of directors 
on an ongoing basis. The Company considers its capital to be total shareholders’ equity, comprising share 
capital, reserves and deficit which at February 28, 2017, totalled $5,852,661 (May 31, 2016 - $5,741,653). 
 
The Company manages capital through its financial and operational forecasting processes. The Company 
reviews its working capital and forecasts its future cash flows based on operating expenditures, and other 
investing and financing activities. The forecast is updated based on activities related to its mineral properties. 
Information is provided to the Board of Directors of the Company. The Company’s capital management 
objectives, polices and processes have remained unchanged during the nine months ended February 28, 
2017.  
 

Selected Quarterly Information  
 
The Company’s quarterly information in the table below is prepared in accordance with IFRS. 
 

Three Months 
Ended 

Total 
Revenue 

($) 

Income (loss) 

Total Assets 
($) 

Total 
($) 

Per Share  
(9) (10)

   
 
 

($) 

2017 – February 28 - 258,183 
(1)

 0.02 5,880,934 

2016 - November - (127,276)
 (2)

  (0.01) 5,661,468 

2016 – August 31 - (88,448)
 (3)

 (0.01) 5,699,525 

2016 – May 31 - (1,654,472)
 (4)

 (0.14) 5,791,892 

2016–February 29 - (101,502)
 (5)

 (0.01) 7,413,117 

2015–November 30 - (242,430)
 (6)

 (0.02) 7,485,381 

2015–August 31 - (114,151)
 (7)

     (0.01) 7,780,827 

2015–May 31 - (219,680)
 (8)

    (0.01) 7,864,426 

 
Notes: 
 

(1)
 Net income of $258,183 principally relates to gain on sale of Viken Project of $299,999, interest 

income of $10,321 offset by director fees of $22,250, professional fees of $10,005, stock exchange 
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fees of $9,831, office and general of $6,535, exploration and evaluation of $2,724, shareholder 
relations of $323 and travel and business development of $469. 

(2)
 Net loss of $127,276 principally relates to professional fees of $59,719, director fees of $22,250, 

share-based compensation of $66,872, office and general of $9,630, shareholder relations of $7,867, 
transfer agent fees of $2,000 and travel and business development of $78 offset by negative 
exploration and evaluation of $30,941 and interest and other income of $10,199. 

(3)
 Net loss of $88,448 principally relates to professional fees of $39,441, director fees of $22,250, 

exploration and evaluation of $10,371, travel and business development of $6,173, office and general 
of $15,431, shareholder relations of $5,242 offset by interest and other income of $10,460. 

(4)
 Net loss of $1,654,472 principally relates to professional fees of $51,225, director fees of $22,250, 

exploration and evaluation of $18,558, travel and business development of $9,320, office and general 
of $9,432, shareholder relations of $150, impairment of exploration and evaluation assets of 
$1,506,491 and loss on sale of marketable securities of $29,287 offset by interest and other income of 
$7,759. 

(5)
 Net loss of $101,502 principally relates to professional fees of $67,967, director fees of $22,250, 

exploration and evaluation of $21,351, stock exchange fees of $12,428 and office and general of 
$3,406 offset by interest and other income of $14,213. 

(6)
 Net loss of $242,430 principally relates to exploration and evaluation of $140,744, professional fees of 

$60,268, share-based compensation of $11,583, director fees of $21,250, office and general of 
$17,680, shareholder relations of $8,034 and transfer agent fees of $2,000 offset by interest and other 
income of $19,129.   

(7)
 Net loss of $114,151 principally relates to exploration and evaluation of $29,317, professional fees of 

$50,213, share-based compensation of $15,341, travel and business development of $11,265, 
director fees of $9,750, office and general of $18,035 and shareholder relations of $11,341 offset by 
interest and other income of $31,111.  

(8)
 Net loss of $219,680 principally relates to exploration and evaluation of $145,328, professional fees of 

67,538, share-based compensation of $20,479, travel and business development of $12,154, director 
fees of $9,750, consulting fees of $1,800, office and general of ($9,716) and shareholder relations of 
$292 offset by interest and other income of $27,945.  

(9)
 Basic and diluted. 

(10)
 Per share amounts are rounded to the nearest cent, therefore aggregating quarterly amounts may not 

reconcile to year-to-date per share amounts.  
 

Discussion of Operations 
 
Three months ended February 28, 2017, compared with three months ended February 29, 2016 
 
The Company’s net income totalled $258,183 for the three months ended February 28, 2017, with basic and 
diluted income per share of $0.02. This compares with a net loss of $101,502 with basic and diluted loss per 
share of $0.01 for the three months ended February 29, 2016. The decrease in loss of $359,685 was 
principally because: 
  

 Gain on sale of Viken Project of $299,999 during the three months ended February 28, 2017. 
 

 Exploration and evaluation decreased by $18,627 from $21,351 for the three months ended February  
29, 2016 to $2,724 for the three months ended February 28, 2017 due to more  exploration activities 
on the Viken Project during the three months ended February 29, 2016. 
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 Professional fees decreased by $57,962 for the three months ended February 28, 2017, compared to 
the three months ended February 29, 2016. The decrease in professional fees can be attributed to 
higher consulting fees paid to the former CEO during the nine months ended February 29, 2016.    
 

 All other expenses related to general working capital purposes. 
 

Nine months ended February 28, 2017, compared with nine months ended February 29, 2016 
 
The Company’s net income totalled $42,459 for the nine months ended February 28, 2017, with basic and 
diluted income per share of $0.00. This compares with a net loss of $458,083 with basic and diluted loss per 
share of $0.04 for the nine months ended February 29, 2016. The decrease in loss of $500,542 was 
principally because: 
 

 Gain on sale of Viken Project of $299,999 during the nine months ended February 28, 2017. 
 

 Exploration and evaluation decreased by $209,258 from $191,412 for the nine months ended 
February 29, 2016 to negative $17,846 for the nine months ended February 28, 2017 due to a refund 
received for the Viken Project during the nine months ended February 28, 2017 and more exploration 
activities on the Viken Project during the nine months ended February 29, 2016. 

 

 Professional fees decreased by $69,283 for the nine months ended February 28, 2017, compared to 
the nine months ended February 29, 2016. The decrease in professional fees can be attributed to 
higher consulting fees paid to the former CEO during the nine months ended February 29, 2016.    
 

 All other expenses related to general working capital purposes. 
 

Liquidity and Financial Position 
 
There is no assurance that equity capital will be available to the Company in the future in the amounts or at 
the times desired or on terms that are acceptable to the Company to pursue other business opportunities. See 
“Risks and Uncertainties” below. 
 
Cash used in operating activities was $208,646 for the nine months ended February 28, 2017. Operating 
activities were affected by share-based compensation of $66,872 and gain on sale of Viken Project of 
$299,999. Operating activities were also affected by the net change in non-cash working capital balances of 
$17,978 because of a decrease in accounts payable and accrued liabilities of $21,966, increase in prepaid 
expenses of $1,447 and decrease in accounts receivable of $5,435.   
 
There was $175,000 in cash flows provided by investing activities during the nine months ended February 28, 
2017, representing proceeds from return of capital of marketable securities of $25,000 and proceeds from sale 
of Viken Project of $150,000. 
 
There were no cash flows from financing activities during the nine months ended February 28, 2017. 
 
At February 28, 2017, the Company had $5,655,154 in cash (May 31, 2016 - $5,688,800).   
 
Accounts payable and accrued liabilities decreased to $28,273 at February 28, 2017, compared to $50,239 at 
May 31, 2016. The Company’s cash balance as at February 28, 2017 is sufficient to pay these liabilities. 
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The Company has no operating revenues and therefore must utilize its income from marketable securities, 
funds obtained from the exercise of stock options and other financing transactions to maintain its capacity to 
meet ongoing operating activities. 
 
As of February 28, 2017, and to the date of this MD&A, the cash resources of the Company were held with 
financial institutions with high creditworthiness. 
The Company has no debt and its credit and interest rate risk is minimal. Accounts payable and accrued 
liabilities are short-term and non-interest-bearing. 
 
Regardless of how the Company’s business develops, its working capital of $5,815,661 at February 28, 2017, 
is believed to be adequate for it to continue operations for the twelve-month period ending February 28, 2018.  

 

Related Party Transactions 
 
Related parties include the Board of Directors, officers, close family members and enterprises which are 
controlled by these individuals as well as certain persons performing similar functions. In accordance with 
International Accounting Standards 24 Related Party Disclosure, key management personnel are those 
having authority and responsibility for planning, directing and controlling the activities of the Company directly 
or indirectly, including any directors (executive and non-executive) of the Company. 
 
The terms and conditions of the transactions with key management personnel and their related parties were 
no more favourable than those available, or which might reasonably be expected to be available, to similar 
transactions to non-key management personnel related entities on an arm's length basis. 

 
During the three and nine months ended February 28, 2017, Marrelli Support Services Inc. ("Marrelli Support") 
and DSA Corporate Services Inc., together known as the "Marrelli Group" charged the Company $3,055 and 
$32,287, respectively (three and nine months ended February 28, 2016 - $8,324 and $40,347, respectively) 
for the following services: 
 

 Mr. Peng, employee of Marrelli Support, to act as Chief Financial Officer (“CFO”) of the Company.  

 Bookkeeping and office support services: 

 Regulatory filing services; and 

 Corporate secretarial services. 
 
The Marrelli Group is also reimbursed for out of pocket expenses. As of February 28, 2017, the Marrelli Group 
was owed $308 (May 31, 2016 - $2,890). These amounts were included in accounts payable and accrued 
liabilities. These amounts are unsecured, non-interest bearing and due on demand.  
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Other than the consulting fees and professional fees discussed in the above, remuneration of Directors and 
key management personnel of the Company was as follows: 
 
Nine Months Ended February 28, 2017 
 

 
Three Months Ended February 28, 2017 
 

 
(1)

 On October 21, 2016, Mr. Grant Sawiak resigned as the CEO and a director of the Company.  

 
 
 
 

 
Salaries and 

benefits 
$ 

Share based 
payments 

$ 

Total 
$ 

Martin Bernholtz, Director 11,250 13,374 24,624 

Norman Brewster, interim CEO and 
Director 

9,750 13,374 23,124 

Gordon Ashworth, Director 9,750 13,374 23,124 

Grant Sawiak, former CEO and former 
Director (1) 

5,000 nil 5,000 

David Pryce, Director 27,000 13,376 40,376 

Ram Ramkumar, Director 4,000 13,374 17,374 

Total 66,750 66,872 133,622 

 
Salaries and 

benefits 
$ 

Share based 
payments 

$ 

Total 
$ 

Martin Bernholtz, Director 3,750 nil 3,750 

Norman Brewster, interim CEO and 
Director 

3,250 
nil 

3,250 

Gordon Ashworth, Director 3,250 nil 3,250 

David Pryce, Director 9,000 nil 9,000 

Ram Ramkumar, Director 3,000 nil 3,000 

Total 22,250 nil 22,250 



CONTINENTAL PRECIOUS MINERALS INC.                                                                                                           
Management’s Discussion and Analysis  
For the Three and Nine Months Ended February 28, 2017 
Dated – March 28, 2017  

 
 

 P a g e  | 10 
 

  
 
 
 
 
 

Nine Months Ended February 29, 2016 
 

 
Three Months Ended February 29, 2016 
 

 
(2)

 Rana Vig ceased to be a director from November 16, 2015 and stepped down as the CEO from February 1, 
2016. 

 
Members of the Board of Directors do not have employment or service contracts with the Company. They are 
entitled to director fees and stock options for their services. 
 

 

 
Salaries and 

benefits 
$ 

Share based 
payments 

$ 

Total 
$ 

Bob Perry, former Director 5,500    3,060 8,560 

Rana Vig, former Chairman, former CEO 
and former Director (2) 

nil 5,658 5,658 

Martin Bernholtz, Director 11,250 3,524 14,774 

Norman Brewster, Director 9,250 3,524 12,774 

Gordon Ashworth, Director 3,250 nil 3,250 

Grant Sawiak, CEO and Director 3,000 nil 3,000 

David Pryce, Director 21,000 nil 21,000 

Total 53,250 15,766 69,016 

 
Salaries and 

benefits 
$ 

Share based 
payments 

$ 

Total 
$ 

Rana Vig, former Chairman, former CEO 
and former Director (2) 

nil (7,498) (7,498) 

Martin Bernholtz, Director 3,750 (3,750) nil 

Norman Brewster, Director 3,250 (3,750) (500) 

Gordon Ashworth, Director 3,250 nil 3,250 

Grant Sawiak, CEO and Director 3,000 nil 3,000 

David Pryce, Director 9,000 nil 9,000 

Total 22,250 (14,998) 7,252 
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Disclosure Controls 
 
Disclosure controls and processes have been designed to ensure that information required to be  
disclosed by the Company is compiled and reported to Company management as appropriate to allow timely 
decisions regarding required disclosure. The Company’s CEO and CFO have concluded, based on their 
evaluation as of February 28, 2017, that the Company’s disclosure controls and procedures are effective to 
provide reasonable assurance that material information related to the Company is made known to them by 
employees and third party consultants working for the Company. There have been no significant changes in 
the Company’s disclosure controls and processes during the nine months ended February 28, 2017. 
 
It should be noted that while the Company’s CEO and CFO believe that the Company’s disclosure controls 
and processes will provide a reasonable level of assurance and that they are effective, they do not expect that 
the disclosure controls and processes will prevent all errors and frauds. A control system, no matter how well 
conceived or operated, can provide only reasonable, not absolute, assurance that its objectives are met.  
 

Internal Control Over Financial Reporting (“ICFR”)  
 
Management is responsible for certifying the design of the Company’s ICFR as required by National 
Instrument 52-109 – “Certification of Disclosure in Issuers’ Annual and Interim Filings”.  ICFR is intended to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of condensed 
interim consolidated financial statements for external purposes in accordance with IFRS. ICFR should include 
those policies and procedures that establish the following: 
  

 maintenance of records in reasonable detail that accurately and fairly reflect the transactions and 
dispositions of assets;  

 reasonable assurance that transactions are recorded as necessary to permit preparation of  
financial statements in accordance with IFRS;  

 receipts and expenditures are only being made in accordance with authorizations of management and 
the Board of Directors; and  

 reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or 
disposition of assets that could have a material effect on the condensed interim consolidated financial 
statements.  

 
Because of its inherent limitations, ICFR may not prevent or detect misstatements. Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate.  
 
Management, including the CEO and CFO, has evaluated the design of the Company’s ICFR as of February 
28, 2017 pursuant to the requirements of Multilateral Instrument 52-109. The Company has designed 
appropriate ICFR for the nature and size of the Company’s business, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes 
in accordance with IFRS except as noted herein.  
 
There have been no changes in ICFR during the nine months ended February 28, 2017 that have materially 
affected, or are reasonably likely to materially affect the Company’s ICFR.  
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Change in Accounting Policies 
 
New accounting standards not yet effective  
 
A number of new accounting standards, amendments to standards, and interpretations have been issued but 
not yet effective up the date of issuance of the Company’s unaudited condensed interim consolidated financial 
statements. The Company intends to adopt these standards when they become effective. The Company has 
not yet determined the impact of these standards on its consolidated financial statements, but does not 
anticipate that the impact will be significant. 

 
Share Capital  
 
As of the date of this MD&A, the Company had 11,706,896 issued and outstanding common shares. 

 
Trends 
 
Management regularly monitors economic conditions and estimates their impact on the Company’s operations 
and incorporates these estimates in both short-term operating and longer-term strategic decisions. During the 
nine months ended February 28, 2017, equity markets in Canada  have showed very encouraging signs of 
improvement, with stock prices increasing significantly during this period. Strong equity markets is a 
favourable condition for completing a public merger or acquisition transaction of the type being sought by the 
Company, and the Company is encouraged by these developments after a long period of extremely difficult 
equity markets. Apart from these and the risk factors noted under the heading “Risks and Uncertainties”, 
management is not aware of any other trends, commitments, events or uncertainties that would have a 
material effect on the Company’s business, financial condition or results of operations. 

 
Risks and Uncertainties 
 
An investment in the securities of the Company is highly speculative and involves numerous and significant 

risks. Such investment should be undertaken only by investors whose financial resources are sufficient to 

enable them to assume these risks and who have no need for immediate liquidity in their investment. 

Prospective investors should carefully consider the risk factors that have affected, and which in the future are 

reasonably expected to affect, the Company and its financial position. In addition to other information set forth 

elsewhere in this MD&A, readers should carefully consider the risk factors included in the Annual Information 

Form for the year ended May 31, 2016 filed on SEDAR (www.sedar.com). 

http://www.sedar.com/
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Financial Instruments 
 
The Company’s financial instruments consist of: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and market risk 
(including interest rate, foreign exchange risk and equity and commodity price risk). 
 
Risk management is carried out by the Company's management team with guidance from the Audit 
Committee under policies approved by the Board of Directors. The Board of Directors also provides regular 
guidance for overall risk management. 
 
Credit Risk 
 
Credit risk is the risk of loss associated with counterparty’s inability to fulfill its payment obligations. The 
Company's credit risk is primarily attributable to cash and cash equivalents and accounts receivable. Cash 
and cash equivalents consist of cash and investment-grade short-term guaranteed investment certificates, 
which have been invested with the Company's banking institution, from which management believes the risk 
of loss to be minimal. 
 
Accounts receivable consists of sales taxes receivable from government authorities in Canada and receivable 
from the sale of Viken Project. Accounts receivable are in good standing as of February 28, 2017. 
Management believes that the credit risk concentration with respect to financial instruments included in 
accounts receivable is minimal. 
 
Liquidity Risk 
 
The Company's approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet 
liabilities as they come due. As at February 28, 2017, the Company had a cash and cash equivalents balance 
of $5,655,154 (May 31, 2016 - $5,688,800) to settle current liabilities of $28,273 (May 31, 2016 - $50,239). All 
of the Company's financial liabilities have contractual maturities of less than 30 days and are subject to normal 
trade terms. The Company believes it has sufficient funds to meet its liabilities when they become due.  

Description 
February 28, 

2017 
$ 

May 31,  
2016 

$ 

Cash and cash equivalents 5,655,154 5,688,800 

Marketable securities 21,033 44,356 

Accounts receivable  153,569 9,004 

   

Accounts payable and accrued liabilities 28,273 50,239 
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Market Risk 
 
Interest rate risk  
 
The Company has cash balances and no interest-bearing debt. The Company's current policy is to invest 
excess cash in investment-grade short-term deposit certificates issued by the Company's Canadian chartered 
bank. Management believes that the Company's exposure to interest rate risk is minimal. 
 
Sensitivity analysis 
 
As of February 28, 2017, the carrying and fair value amounts of the Company's financial instruments are 
approximately equivalent. 
 
Based on management's knowledge and experience of the financial markets, the Company believes the 
following movements are "reasonably possible" over a nine months period: 
 
(i) Cash and cash equivalents are subject to floating interest rates. As at February 28, 2017, if interest rates 
had decreased/increased by 1% with all other variables held constant, the loss for the nine months ended 
February 28, 2017 would have been approximately $42,000 higher/lower (nine months ended February 29, 
2016 - $43,000 higher/lower) as a result of lower/higher interest income from cash and cash equivalents. 
Similarly, as at February 28, 2017, reported Shareholder's Equity would have been approximately $42,000 
lower/higher (nine months ended February 29, 2016 - $43,000 lower/higher) as a result of lower/higher 
interest income from cash and cash equivalents due to a 1% decrease/increase in interest rates. 
 
(ii) The Company does not hold significant balances in foreign currencies to give rise to exposure to foreign 
exchange risk. 
 

Commitments 
 
The Company’s contractual obligations as at February 28, 2017 include:  
 

Contractual Obligations Total Up to 1 
year 

1 - 3 years 4 - 5 years After 5 
years 

      

Accounts payable and accrued liabilities $28,273 $28,273 $nil $nil $nil 

Total $28,273 $28,273 $nil $nil $nil 

 

Litigation and Contingency 
 
Edward Godin, the former president, CEO and a director of the Company commenced a proceeding against 
the Company in May 2013 in which he is seeking damages in the amount of $650,000. Following its ongoing 
investigation, the Company commenced a proceeding against Mr. Godin for approximately $3,000,000 for 
numerous breaches of his fiduciary duties owed to the Company.  These actions are ongoing.  

 
During the year ended May 31, 2014, the Company commenced a lawsuit against Iftikhar Malik in which the 
Company seeks the return of approximately $189,000 from him. The former CEO of the Company, Edward 
Godin, caused the Company to improperly make monthly payments, in an amount equal to Mr. Godin’s salary, 
to Mr. Malik from approximately November 2011 until December 2012. Mr. Malik has filed his defence and 
counter-sued the Company for $300,000. The Company believes the claim is without merit and plans to 
vigorously defend its position. 
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The outcome of the proceedings cannot be determined at this time and the Company has not accrued any 
amounts related to the suits.  


