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Form 51-102F1 

Management Discussion and Analysis 

For 

Genesis Metals Corp. (“Genesis” or the “Company”) 

 

CONTAINING INFORMATION UP TO AND INCLUDING JULY 27, 2016 

NOTICE 

This Management Discussion and Analysis ("MD&A") is intended to help the reader understand the consolidated financial 

statements of Genesis Metals Corp. (“Genesis” or the “Company”).  The information provided herein should be read in 

conjunction with the consolidated financial statements for the year ended March 31, 2016. The following comments may contain 

management estimates of anticipated future trends, activities or results.  These are not a guarantee of future performance, since 

actual results could change based on other factors and variables beyond management control.  

Management is responsible for the preparation and integrity of the condensed interim financial statements, including the 

maintenance of appropriate information systems, procedures and internal controls and to ensure that the information used 

internally or disclosed externally, including the consolidated financial statements and MD&A, is complete and reliable.  The 

Company’s board of directors follows recommended corporate governance guidelines for public companies to ensure 

transparency and accountability to shareholders.  The board’s audit committee meets with management quarterly to review the 

consolidated financial statements including the MD&A and to discuss other financial, operating and internal control matters. 

The reader is encouraged to review Company statutory filings on www.sedar.com and to review general corporate information. 

All currency amounts are expressed in Canadian dollars unless otherwise noted.    

FORWARD-LOOKING INFORMATION 

This MD&A contains forward-looking statements and forward-looking information (collectively, “forward-looking statements”) 

within the meaning of applicable Canadian securities legislation.  These statements relate to future events or the future activities 

or performance of the Company.  All statements, other than statements of historical fact are forward-looking statements.  

Forward-looking statements are typically identified by words such as: believe, expect, anticipate, intend, estimate, postulate and 

similar expressions, or which by their nature refer to future events.  These forward looking statements include, but are not limited 

to, statements concerning: 

 the Company’s strategies and objectives, both generally and in respect of its specific mineral properties; 

 the timing of decisions regarding the strategy and costs of exploration programs with respect to, and the issuance of the 

necessary permits and authorizations required for, the Company’s exploration programs; 

 the timing and cost of planned exploration programs of the Company, and the timing of the receipt of results there 

from; 

 the Company’s future cash requirements; 

 general business and economic conditions; 

 the Company’s ability to meet its financial obligations as they come due, and to be able to raise the necessary funds to 

continue operations; 

 the timing and pricing of proposed financings if applicable; 

http://www.sedar.com/
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 the anticipated completion of financings; 

 the anticipated receipt of regulatory approval/acceptance of financings; 

 the anticipated use of the proceeds from the financings; 

 the potential to verify and potentially expand upon the historical resources; 

 the potential for the expansion of the known mineralized zones; 

 the potential for the amenability of mineralization to respond to proven technologies and methods for recovery of ore; 

Although the Company believes that such statements are reasonable, it can give no assurance that such expectations will prove to 

be correct.  Inherent in forward-looking statements are risks and uncertainties beyond the Company’s ability to predict or control, 

including, but not limited to, risks related to the Company’s inability to negotiate successfully for the acquisition of interests in 

mineral properties, the determination of applicable governmental agencies not to issue the exploration concessions applied for by 

the Company or excessive delay by the applicable governmental agencies in connection with any such issuances, the Company’s 

inability to identify one or more economic deposits on its properties, variations in the nature, quality and quantity of any mineral 

deposits that may be located, the Company’s inability to obtain any necessary permits, consents or authorizations required for its 

activities, to produce minerals from its properties successfully or profitably, to continue its projected growth, to raise the 

necessary capital or to be fully able to implement its business strategies, and other risks identified herein under “Risk Factors”. 

The Company cautions investors that any forward-looking statements by the Company are not guarantees of future performance, 

and that actual results are likely to differ, and may differ materially, from those expressed or implied by forward looking 

statements contained in this MD&A.  Such statements are based on a number of assumptions which may prove incorrect, 

including, but not limited to, assumptions about: 

 the level and volatility of the prices for precious metals; 

 general business and economic conditions; 

 the timing of the receipt of regulatory and governmental approvals, permits and authorizations necessary to implement 

and carry on the Company’s planned exploration programs; 

 conditions in the financial markets generally, and with respect to the prospects for junior exploration precious metal 

companies specifically; 

 the Company’s ability to secure the necessary consulting, drilling and related services and supplies on favorable terms; 

 the Company’s ability to attract and retain key staff, and to retain consultants to provide the specialized information 

and skills involved in understanding the precious metal exploration, mining, processing and marketing businesses; 

 the nature and location of the Company’s mineral exploration projects, and the timing of the ability to commence and 

complete the planned exploration programs; 

 the anticipated terms of the consents, permits and authorizations necessary to carry out the planned exploration 

programs and the Company’s ability to comply with such terms on a cost-effective basis; 

 the ongoing relations of the Company with government agencies and regulators and its underlying property 

vendors/optionees; and 

 that the metallurgy and recovery characteristics of samples from certain of the Company’s mineral properties are 

reflective of the deposit as a whole. 

These forward-looking statements are made as of the date hereof and the Company does not intend and does not assume any 

obligation, to update these forward looking statements, except as required by applicable law.  For the reasons set forth above, 

investors should not attribute undue certainty to or place undue reliance on forward-looking statements. 
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Historical results of operations and trends that may be inferred from the following discussion and analysis may not necessarily 

indicate future results from operations.  In particular, the current state of the global securities markets may cause significant 

reductions in the price of the Company’s securities and render it difficult or impossible for the Company to raise the funds 

necessary to continue operations.  See “Risk Factors – Insufficient Financial Resources/Share Price Volatility”. 

COMPANY OVERVIEW AND OVERALL PERFORMANCE 

The Company is a mineral exploration company involved in the acquisition and assessment of mineral properties in Canada.  The 

Company does not have any producing mineral properties at this time.  The Company is a reporting issuer in British Columbia, 

Alberta, Ontario, the Yukon Territory and the Northwest Territories and trades on the TSX Venture Exchange under the symbol 

GIS. 

Highlights of the Company’s activities for the year ended March 31, 2016 and subsequent period to July 27, 2016 are as follows: 

 On May 6, 2015, the Company issued 366,666 shares at a price of $0.225 per share for the October Gold property. 

 On March 1, 2016, the Company completed its arrangement agreement (the “Arrangement”) with Tawsho Mining Inc. 

(“Tawsho”) pursuant to which Genesis acquired all of the issued and outstanding common shares of Tawsho in 

consideration for the issuance of 8,166,664 common shares of the Company. The Arrangement was completed by way 

of a statutory plan of arrangement whereby Tawsho amalgamated with 1057643 B.C. Ltd., the Company’s subsidiary 

incorporated for the Arrangement.  The amalgamated subsidiary changed its name to “Chevrier Metals Corp.” and 

became a wholly-owned subsidiary of Genesis.  In accordance with the Arrangement, the Company issued 679,166 

common shares at $0.10 per share as finders’ fees. As a result of the Arrangement, the Company owns rights to 100% 

of the interests in Tawsho’s prospective resource project in Quebec, the Chevrier Gold Project. 

 On March 1, 2016, upon completion of the acquisition of Chevrier, the Company further consolidated its issued and 

outstanding shares on the basis of 1.5 pre-consolidated shares for one post-consolidated share. All share and per share 

amounts in these financial statements have been adjusted to reflect the share consolidation. 

 Pursuant to the Arrangement, on March 1, 2016 the Company granted a total of 1,445,612 warrants to the Tawsho 

warrant holders at the exchange ratio in accordance with the Arrangement. The warrants are exercisable for the same 

aggregate consideration payable.  

 Pursuant to the Arrangement, on March 1, 2016 upon completion of the Arrangement, the Company replaced the 

Tawsho stock options outstanding by granting 383,707 stock options to holders of Tawsho stock options. There was no 

incremental value on the replacement of the Tawsho options. 

 On March 21, 2016, the Company completed a non-brokered private placement for 10,500,000 non-flow-through units 

and 6,500,000 flow-through shares at $0.10 per share for gross proceeds of $1,700,000. Each non-flow-through unit is 

consists of one common share and one-half warrant, with each whole warrant exercisable at $0.20 for two years. A 

finders’ fee of $65,040 in cash and 650,400 share purchase warrants valued at $60,548 were paid in connection with the 

financing. As at March 31, 2016, $8,300 of the gross proceeds remains receivable and is recorded as subscriptions 

receivable. 

 During the year ended March 31, 2016, the Company issued 971,667 shares from the exercise of warrants for gross 

proceeds of $145,750. 

 During the twelve months ended March 31, 2016, the Company obtained an aggregate of $71,250 loans from arm’s 

length parties bearing no interest and repayable on the earlier of the completion of the Arrangement and August 4, 

2016. The loans include a bonus representing 100% of the loan amount, payable by issuance of a total of 633,333 

common share purchase warrants of the Company. Each bonus warrant entitles the lender to acquire one common share 
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at $0.1125 per warrant for 12 months from the date of issuance. In March 2016, the loans above were fully repaid and 

the bonus warrants were issued to the lenders. 

 On April 8, 2016, the Company issued 1,356,000 common shares at $0.125 per share to settle $169,500 in debt. 

 On May 9, 2016, the Company received $5,625 for the exercise of 50,000 share purchase warrants at $0.1125. As of 

the date of this report, the shares have not yet been issued. 

 On May 31, 2016, 383,707 stock options issued to the Tawsho option holders were forfeited and 526,552 warrants 

issued to the Tawsho warrant holders expired. 

 On June 13, 2016, the Company completed a non-brokered private placement of 1,425,000 units at $0.20 per unit for 

gross proceeds of $285,000. Each unit comprises one common share and one-half of one share purchase warrant, with 

each whole warrant exercisable into one additional common share at a price of $0.30 for a period of two years. The 

Company also issued 1,250,000 flow-through shares at $0.20 per share for gross proceeds of $250,000. Finder’s fees of 

$21,600 were paid in cash and 108,000 finder’s warrants were issued. Each finder’s warrant entitles the holder to 

purchase one common share at $0.30 per share for a period of two years. 

 On July 2, 2016, the Company amended its option agreement on the October Gold property. The $50,000 cash and 

333,333 share payments were amended to $30,000 (paid) and 453,333 common shares (unissued), respectively.  

 On July 27, 2016, the Company granted 3,700,000 incentive stock options exercisable at $0.22 per share for a period of 

five years vesting immediately. 

The Company’s objective is to undertake mineral exploration on properties assessed to be of merit and to define resources.  

Metals being targeted are precious metals with a focus on gold.  

The Company will carry out exploration on its mineral properties with particular emphasis on geophysics and drilling to delineate 

new gold discoveries. The Company expects to obtain financing in the future primarily through further equity financing. 

The Company’s net loss for the year ended March 31, 2016, totaled $856,554 (2015 - $611,161), a loss of $0.08 (2015 - $0.09) 

per share. Total assets were $2,279,867 as at March 31, 2016 (2015 - $180,386).  The Company’s cash and cash equivalents was 

$1,122,979 as at March 31, 2016 (2015 - $22,894). 

The Company expenses all exploration and evaluation expenditures as incurred.  Acquisition costs, including option payments, 

are capitalized to individual properties until the property to which those costs are related is placed into production, sold, or 

abandoned.  The decision to abandon a property is largely determined from exploration results and the amount and timing of the 

Company’s write-offs of capitalized mineral property costs will vary in a fiscal period from one year to the next and typically 

cannot be predicted in advance.  The carrying value of the mineral properties was $1,096,197 as at March 31, 2016 (2015 - 

$119,625). 

RESULT OF OPERATIONS 

SELECTED ANNUAL INFORMATION 

 

 Year ended 

March 31, 2016 

Year ended 

March 31, 2015 

Year ended 

March 31, 2014 

Total Revenue Nil Nil Nil 

Comprehensive Loss for the Year (852,254) (610,861) (1,315,918) 

Loss per Share – Basic and Diluted (0.08) (0.09) (0.23) 

Total Assets  2,279,867 180,386 448,414 

Total Long-Term Financial Liabilities Nil Nil Nil 
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Year ended March 31, 2016 compared to the year ended March 31, 2015 

The following analysis discusses the variations in the Company’s results but, as with most junior mineral exploration companies, 

the results of operations (including net losses) are not the main factor in establishing the financial health of the Company.  Of 

additional significance are the exploration and evaluation assets in which the Company has, or may earn an interest, its working 

capital and how many shares it has outstanding. The variations seen over the years are primarily a result of the level of activity of 

the Company’s ongoing property evaluation program and the timing and results of the Company’s exploration activities on its 

then current properties.  There are no general trends regarding the Company’s annual results, and the Company’s business of 

mineral exploration is not currently seasonal, as it can work on the Ontario properties year round.  Results can vary significantly 

depending on whether the Company has abandoned any properties or granted any stock options and these are the factors that 

account for material variations in the Company’s net losses, none of which are predictable.  The write-off of exploration and 

evaluation assets can also have a material effect on results as and when they occur.  General operating costs other than the 

specific items noted below tend to be quite similar from period to period. 

The Company’s net loss for the year ended March 31, 2016 totaled $856,554 (2015 - $611,161) or $0.08 (2015 - $0.09) per share.  

During the year ended March 31, 2016, the Company wrote off $202,125 (2015 - $255,125) in mineral property acquisition costs 

relating to the October Gold property (2015 – Smoke Lake/Black Raven property). 

Total operating expenses for the year ended March 31, 2016 were $655,202 (2015 - $461,482), comprised of the following 

significant items: 

 Accounting and audit fees of $41,820 (2015 - $34,660); the increase is due to the higher accounting fees related to the 

acquisition of Tawsho. 

 Consulting fees of $166,615 (2015 - $103,000); the increase is due to advisory costs relating to business development 

and due diligence for the Arrangement. 

 Director fees of $7,000 (2015 - $nil); the increase is due to the implementation of director fees in March 2016 accrued 

to directors, approved by the compensation committee. 

 Geological exploration costs of $100,126 (2015 - $45,551); the increase is due to geological consulting costs relating to 

the due diligence for the Chevrier property. 

 Insurance of $2,251 (2015 - $12,988); the decrease is due to the expiration of the prior year insurance policy. A new 

insurance policy was taken out in May 2016. 

 Investor relations of $165,315 (2015 – $86,242); the increase is due to investor relation costs relating to the 

Arrangement. 

 Listing and fees of $29,178 (2015 - $19,569); the increase is due to fees relating to the Arrangement. 

 

Three months ended March 31, 2016 compared with three months ended March 31, 2015 

The Company’s net loss for the three months ended March 31, 2016 totaled $463,787 (2015 - $344,055) or $0.02 (2015 - $0.03) 

per share.  

Total operating expenses were $249,510 (2015 - $184,044), comprised of the following significant items: 

 Accounting and audit fees of $30,000 (2015 - $18,000); the increase is due to the higher accounting fees related to the 

acquisition of Tawsho. 

 Director fees of $7,000 (2015 - $nil); the increase is due to the implementation of director fees in March 2016 accrued 

to directors, approved by the compensation committee. 
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 Geological exploration costs of $19,065 (2015 - $13,203); the increase is due to geological consulting costs relating to 

the due diligence for the Chevrier property. 

 Investor relations expense of $87,402 (2015 - $26,761); the increase is due to investor relation costs relating to the 

Arrangement. 

 Listing and fees of $10,285 (2015 - $7,731); the increase is due to fees relating to the Arrangement. 

 

Summary of Quarterly Results 

 

 

Quarter Ended  

March 31, 2016 

Quarter Ended  

December 31, 2015 

Quarter Ended  

September 30, 2015 

Quarter Ended  

June 30, 2015 

Net Loss $463,787 $208,220 $119,026 $65,521 

Net Loss per Share (Basic and 

Diluted) $0.01 $0.02 $0.01 $0.01 

Total Assets $2,279,867 $256,468 $238,549 $271,835 

Number of shares outstanding 35,822,496 9,810,000 9,785,000 9,507,083 

 

 

Quarter Ended 

March 31, 2015 

Quarter Ended  

December 31, 2014 

Quarter Ended  

September 30, 2014 

Quarter Ended  

June 30, 2014 

Net Loss $344,055 $61,124 $123,543 $82,439 

Net Loss per Share (Basic and 

Diluted) $0.04 $0.01 $0.02 $0.02 

Total Assets $180,386 $455,291 $470,374 $432,299 

Number of shares outstanding 8,638,333 8,344,999 8,194,999 3,928,333 

 

Mineral Property Acquisition, Exploration and Evaluation Expenditures 

 

 Quarter Ended 

March 31, 2016 

Quarter Ended 

December 31, 2015 

Quarter Ended 

September 30, 2015 

Quarter Ended  

June 30, 2015 

Smoke Lake / Black Raven Nil Nil Nil Nil 

October Gold (formerly Benton) Nil Nil 82,500 Nil 

Chevrier Gold 1,096,197 343 Nil Nil 

Other 18,983 53,200 19,564 7,954 

Total $1,115,180 $53,543 $102,064 $7,954 

     

 Quarter Ended 

March 31, 2015 

Quarter Ended 

December 31, 2014 

Quarter Ended 

September 30, 2014 

Quarter Ended  

June 30, 2014 

Smoke Lake / Black Raven Nil 1,400 Nil Nil 

October Gold (formerly Benton) Nil Nil Nil Nil 

Chevrier Gold Nil Nil Nil Nil 

Other 13,203 8,570 12,093 10,285 

Total $13,203 $9,970 $12,093 $10,285 
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LIQUIDITY 

The Company’s ability to meet its obligations and its ability to finance exploration and development activities depends on its 

ability to raise cash through the issuance of common shares pursuant to private placements, the exercise of warrants and stock 

options.  Capital markets may not always be receptive to offerings of new equity from treasury or debt, whether by way of private 

placements or public offerings. This may be further complicated by the limited liquidity for the Company’s shares, restricting 

access to some institutional investors.  The Company’s growth and success is dependent on additional external sources of 

financing which may not be available on acceptable terms, particularly in the current economic environment that is unfavorable 

to exploration companies. 

Working Capital  

The Company’s working capital as at March 31, 2016 was $726,337 (2015 - $211,958). The increase is primarily due to the 

completion of a private placement in March 2016. 

Cash Used in Operating Activities 

Cash used in operating activities during the year ended March 31, 2016, was $670,931 (2015 - $374,932), including $52,467 

(2015 - $65,421) of changes in working capital. 

Cash Provided by Investing Activities 

Cash provided for investing activities during the year ended March 31, 2016 was $10,448 (2015 - $8,103) from the sale of 

marketable securities and cash acquired from the Plan of Arrangement; in the prior period, the Company received proceeds from 

sale of equipment. 

Cash Provided by Financing Activities 

Cash generated from financing activities during the year ended March 31, 2016 was $1,760,568 (2015 - $372,112) resulting from 

shares issued in private placements and exercise of warrants, net of share issuance costs. 

Requirement of Additional Equity Financing 

The Company principal activity is exploration for minerals and the definition by drilling of potentially economic resources. The 

recoverability of the amounts shown for mineral properties is ultimately dependent upon the existence of economically 

recoverable reserves, securing and maintaining title and beneficial interest in the mineral properties, obtaining necessary 

financing to explore and develop the mineral properties, entering into agreements with others to explore and develop the mineral 

properties, and upon future profitable production or proceeds from disposition of the mineral properties.  The amounts shown as 

mineral properties represent acquisition costs incurred to date, less amounts recovered from third parties and impairment charges, 

and do not necessarily represent present or future values.   

The Company’s ability to continue operations is uncertain and is dependent upon the ability of the Company to obtain necessary 

financing to meet the Company’s liabilities and commitments as they become payable, the successful acquisition of an interest in 

assets or a business, and the ability to generate future profitable production or operations or sufficient proceeds from the 

disposition thereof. The outcome of these matters cannot be predicted at this time. Management believes that the Company has 

sufficient working capital to maintain its operations and activities for the next fiscal year.  

In order to finance the Company’s exploration programs and to cover administrative and overhead expenses, the Company raises 

money through equity sales.  Many factors influence the Company’s ability to raise funds, including the health of the resource 
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market, the climate for mineral exploration investment, the Company’s track record, and the experience and caliber of its 

management. 

CAPITAL RESOURCES 

As at March 31, 2016, the Company’s share capital was $12,342,649 (2015 - $9,667,246) representing 35,822,496 (2015 – 

8,638,333) issued and outstanding common shares without par value. Share-based payments reserve was $1,650,243 (2015 - 

$1,569,606).  The deficit was $12,162,058 as at March 31, 2016 (2015 - $11,305,504). Accordingly, net asset was $1,822,534 at 

March 31, 2016 (2015 - $72,952 net liabilities).  

EXPLORATION OVERVIEW 

Chevrier, Quebec 

The Chevrier property is located some 35 km to the south of Chibougamau, Quebec, and is covered by NTS (National 

Topographic System) Sheets 32G09 and 32G10 (Figure 3.1). The property consists of 557 mostly contiguous claims, for a total 

of 9,542 hectares located in Hauy, Queylus, Fancamp and La Dauversière Townships, Province of Quebec. The property is 

centered near the junction of these four townships. Tawsho holds 100% interest in 515 of the 557 claims. A portion of the 

property is over two lakes. The claims give the holder an exclusive right to search for mineral substances in the public domain, 

except sand, gravel, clay and other loose deposits, on the land subjected to the claims.  

The property has an irregular shape, with the main corners of the outside perimeter located, from the northeast and clockwise, at 

UTM coordinates listed in Table 3.1. 

Table 3.1 –Location of Main Points of the Perimeter 

 

Easting Northing 

542694 5504518 

544380 5501499 

531942 5489620 

529819 5489608 

531590 5495407 

533075 5501401 

536062 5504470 

For easier reference, the Chevrier property has been divided into two sectors. The Diana block is located in the Southwestern 

quarter of the Queylus Township. The contiguous Diana-Obatogamau, Fancamp, Haufan, and Dolbo blocks are predominantly 

located in the Northeast sector of the Fancamp Township, with a few claims in the Southern half of the Hauy Township. The 

blocks of claims encountered, from Northeast to Southwest (Figure 3.2) are described as follows: 

• Diana block: consists of 69 claims covering an area of 1,104 hectares in Queylus Township. This block was held by 

Géonova (100%) with a royalty of 7.5% of the Net Proceeds of Production retained by Resources Diana Ltd; 

• Diana-Obatogamau block: was 100% held by Géonova who had acquired it from INMET. This block consists of 82 

claims covering an area of 1,312 hectares in the Fancamp and Hauy townships. Resources Diana Ltd, the original 
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owner, still holds a royalty of 10% of the Net Profits of Production. Peter Smith and Charles Robbins hold each a 0.5% 

royalty of the Net Smelter Returns. These original contractual agreements are still in effect; 

• Fancamp block: consists of 17 claims covering an area of 264 hectares in Fancamp Township. Géonova held 100% of 

this block and Fancamp Resources Inc. still holds a royalty of 10% of the Net Profits of Production; 

• Haufan block: was held at 100% by Géonova, except for claim CL 5041860 which was held jointly by Géonova (10%) 

and Inmet (90%). The Haufan block consists of 30 claims located in the Fancamp Township and covers an area of 477 

hectares; 

• Dolbo block: consists of 41 claims covering an area of 656 hectares in Fancamp Township. This block was jointly held 

by Géonova (63.83%) and LamGold- Quebec (36.17%); the Company believes that Tawsho Mining had incurred 

sufficient expenditures, as outlined in the option agreement between Geonova and Inmet, to enable the Company to 

vest at 100% interest in these claims. Expenditure summaries will be reviewed in the coming year to verify the incurred 

expenditures. 

• Other: the remaining 318 claims are located in between and around those blocks and cover an area of 5,490 hectares in 

the four townships mentioned before. 

The Chevrier and Chevrier South deposits are located in the west-central sector of the property. There are no known tailings 

ponds or waste dump on the property, as no production has ever taken place. 

The Company is planning a programme of core re-logging, re-sampling, trenching and further drilling in the coming year. 

October Gold, Ontario 

On July 2, 2016, the Company amended the cash and share payment for the October Gold option agreement due on April 12, 

2016 from $50,000 to $30,000 and 333,333 to 453,333 common shares as detailed in note 5 of the consolidated financial 

statements.  The Company expects to continue exploration work when market conditions improve.   

Qualified Person and QA/QC 

Mineral exploration at all of the Company’s mineral properties is performed under the supervision of John Florek, P.Geo, Vice-

President Exploration for the Company; a Qualified Person as defined by NI 43-101. Drill cores are cut in half using a diamond 

saw, with one-half placed in sealed bags, and delivered to the AGAT Laboratories sample preparation facility in Mississauga, 

Ontario. Sample quality control/quality assurance programs were implemented on all programs. 

RISK FACTORS 

The Company is in the business of acquiring, exploring and, if warranted, developing and exploiting natural resource properties.  

Due to the nature of the Company’s proposed business and the present stage of exploration of its mineral properties (which are 

primarily early stage exploration properties with no known resources or reserves), the following risk factors, among others, will 

apply: 

Resource Exploration and Development is Generally a Speculative Business 

Resource exploration and development is a speculative business and involves a high degree of risk, including, among other 

things, unprofitable efforts resulting not only from the failure to discover mineral deposits but from finding mineral deposits 

which, though present, are insufficient in size to return a profit from production.  The marketability of natural resources that may 

be acquired or discovered by the Company will be affected by numerous factors beyond the control of the Company.  These 
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factors include market fluctuations, the proximity and capacity of natural resource markets, government regulations, including 

regulations relating to prices, taxes, royalties, land use, importing and exporting of minerals and environmental protection.  The 

exact effect of these factors cannot be accurately predicted, but the combination of these factors may result in the Company not 

receiving an adequate return on invested capital.  There is no known resource, and there are no known reserves, on any of the 

Company’s properties.  The vast majority of exploration projects do not result in the discovery of commercially mineable 

deposits of ore.  Substantial expenditures are required to establish ore reserves through drilling and metallurgical and other 

testing techniques, determine metal content and metallurgical recovery processes to extract metal from the ore, and construct, 

renovate or expand mining and processing facilities.  No assurance can be given that any level of recovery of ore reserves will be 

realized or that any identified mineral deposit, even it is established to contain an estimated resource, will ever qualify as a 

commercial mineable ore body which can be legally and economically exploited.  The great majority of exploration projects do 

not result in the discovery of commercially mineable deposits of ore. 

Fluctuation of Metal Prices 

Even if commercial quantities of mineral deposits are discovered by the Company, there is no guarantee that a profitable market 

will exist for the sale of the metals produced.  Factors beyond the control of the Company may affect the marketability of any 

substances discovered.  The prices of various metals have experienced significant movement over short periods of time, and are 

affected by numerous factors beyond the control of the Company, including international economic and political trends, 

expectations of inflation, currency exchange fluctuations, interest rates and global or regional consumption patterns, speculative 

activities and increased production due to improved mining and production methods.  The supply of and demand for metals are 

affected by various factors, including political events, economic conditions and production costs in major producing regions.  

There can be no assurance that the price of any commodities will be such that any of the properties in which the Company has, or 

has the right to acquire, an interest may be mined at a profit. 

General economic conditions   

The recent unprecedented events in global financial markets have had a profound impact on the global economy.  Many 

industries, including the gold and base metal mining industry, are impacted by these market conditions.  Some of the key impacts 

of the current financial market turmoil include contraction in credit markets resulting in a widening of credit risk, devaluations 

and high volatility in global equity, commodity, foreign exchange and precious metal markets, and a lack of market liquidity.  A 

continued or worsened slowdown in the financial markets or other economic conditions, including but not limited to, consumer 

spending, employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of available credit, 

the state of the financial markets, interest rates, and tax rates may adversely affect the Company’s growth and profitability. 

Specifically: 

 The global credit/liquidity crisis could impact the cost and availability of financing and the Company’s overall liquidity 

 The volatility of precious and base metal prices may impact the Company’s future revenues, profits and cash flow 

 Volatile energy prices, commodity and consumables prices and currency exchange rates impact potential production 

costs 

 The devaluation and volatility of global stock markets impacts the valuation of the Company’s common shares, which 

may impact the Company’s ability to raise funds through the issuance of equity securities. 

These factors could have a material adverse effect on the Company’s financial condition and results of operations. 
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Share Price Volatility  

During the past years, worldwide securities markets, particularly those in the United States and Canada, have experienced a high 

level of price and volume volatility, and the market price of securities of many companies, particularly those considered 

exploration or development stage companies, have experienced unprecedented declines in price which have not necessarily been 

related to the operating performance, underlying asset values or prospects of such companies.  Most significantly, the share prices 

of junior natural resource companies have experienced an unprecedented decline in value and there has been a significant decline 

in the number of buyers willing to purchase such securities.  In addition, significantly higher redemptions by holders of mutual 

funds has forced many of such funds (including those holding the Company’s securities) to sell such securities at any price.  As a 

consequence, despite the Company’s past success in securing significant equity financing, market forces may render it difficult or 

impossible for the Company to secure places to purchase new share issues at a price which will not lead to severe dilution to 

existing shareholders, or at all.  Therefore, there can be no assurance that significant fluctuations in the trading price of the 

Company’s common shares will not occur, or that such fluctuations will not materially adversely impact on the Company’s 

ability to raise equity funding without significant dilution to its existing shareholders, or at all. 

Financing Risks 

The Company has limited financial resources, has no source of operating cash flow and has no assurance that additional funding 

will be available to it for further exploration and development of its projects or to fulfill its obligations under any applicable 

agreements.  Although the Company has been successful in the past in obtaining financing through the sale of equity securities, 

there can be no assurance that it 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 delay or indefinite postponement of further exploration and 

development of its projects with the possible loss of such properties. 

Insufficient Financial Resources  

The Company does not presently have sufficient financial resources to undertake by itself the acquisition, exploration and 

development of all of its planned acquisition, exploration and development programs.  Future property acquisitions and the 

development of the Company’s properties will therefore depend upon the Company’s ability to obtain financing through the joint 

venturing of projects, private placement financing, public financing, short or long term borrowings or other means.  There is no 

assurance that the Company will be successful in obtaining the required financing.  Failure to raise the required funds could result 

in the Company losing, or being required to dispose of, its interest in its properties. 

Dilution to the Company’s existing shareholders 

The Company will require additional equity financing to be raised in the future.  The Company may issue securities at less than 

favorable terms to raise sufficient capital to fund its business plan.  Any transaction involving the issuance of equity securities or 

securities convertible into common shares would result in dilution, possibly substantial, to present and prospective holders of 

common shares. 

Increased costs   

Management anticipates that costs at the Company’s projects will frequently be subject to variation from one year to the next due 

to a number of factors, such as the results of ongoing exploration activities (positive or negative), changes in the nature of 

mineralization encountered, and revisions to exploration programs, if any, in response to the foregoing.  In addition, exploration 

program costs are affected by the price of commodities such as fuel, rubber and electricity and the availability (or otherwise) of 

consultants and drilling contractors.  Increases in the prices of such commodities or a scarcity of consultants or drilling 
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contractors could render the costs of exploration programs to increase significantly over those budgeted.  A material increase in 

costs for any significant exploration programs could have a significant effect on the Company’s operating funds and ability to 

continue its planned exploration programs. 

Mining Industry is Intensely Competitive   

The Company’s business of the acquisition, exploration and development of mineral properties is intensely competitive.  The 

Company may be at a competitive disadvantage in acquiring additional mining properties because it must compete with other 

individuals and companies, many of which have greater financial resources, operational experience and technical capabilities 

than the Company.  Increased competition could adversely affect the Company’s ability to attract necessary capital funding or 

acquire suitable producing properties or prospects for mineral exploration in the future. 

Permits and Licenses:   

The operations of the Company will require licenses and permits from various governmental authorities.  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 at its projects, on reasonable terms or at all.  Delays or a failure to obtain such 

licenses and permits or a failure to comply with the terms of any such licenses and permits that the Company does obtain, could 

have a material adverse effect on the Company. 

Government Regulation:  

Any exploration, development or mining operations carried on by the Company, will be subject to government legislation, 

policies and controls relating to prospecting, development, production, environmental protection, mining taxes and labour 

standards.  In addition, the profitability of any mining prospect is affected by the market for precious and/or base metals which is 

influenced by many factors including changing production costs, the supply and demand for metals, the rate of inflation, the 

inventory of metal producing corporations, the political environment and changes in international investment patterns. 

Environmental Restrictions:   

The activities of the Company are subject to environmental regulations promulgated by government agencies in different 

countries from time to time.  Environmental legislation generally provides for restrictions and prohibitions on spills, releases or 

emissions into the air, discharges into water, management of waste, management of hazardous substances, protection of natural 

resources, antiquities and endangered species and reclamation of lands disturbed by mining operations.  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. 

Dependence Upon Others and Key Personnel  

The success of the Company’s operations will depend upon numerous factors, many of which are beyond the Company’s control, 

including (i) the ability to design and carry out appropriate exploration programs on its mineral properties; (ii) the ability to 

produce minerals from any mineral deposits that may be located; (iii) the ability to attract and retain additional key personnel in 

exploration, marketing, mine development and finance; and (iv) the ability and the operating resources to develop and maintain 

the properties held by the Company.  These and other factors will require the use of outside suppliers as well as the talents and 

efforts of the Company and its consultants and employees.  There can be no assurance of success with any or all of these factors 
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on which the Company’s operations will depend, or that the Company will be successful in finding and retaining the necessary 

employees, personnel and/or consultants in order to be able to successfully carry out such activities. 

Surface Rights and Access 

Although the Company acquires the rights to some or all of the minerals in the ground subject to the tenures that it acquires, or 

has a right to acquire, in most cases it does not thereby acquire any rights to, or ownership of, the surface to the areas covered by 

its mineral tenures.  In such cases, applicable mining laws usually provide for rights of access to the surface for the purpose of 

carrying on mining activities, however, the enforcement of such rights through the applicable courts can be costly and time 

consuming.  In areas where there are no existing surface rights holders, this does not usually cause a problem, as there are no 

impediments to surface access.  However, in areas where there are local populations or land owners (as with many of the 

Company’s properties), it is necessary, as a practical matter, to negotiate surface access.  There can be no guarantee that, despite 

having the right at law to access the surface and carry on exploration and mining activities, the Company will be able to negotiate 

a satisfactory agreement with any such existing landowners/occupiers for such access, and therefore it may be unable to carry out 

mining activities.  In addition, in circumstances where such access is denied, or no agreement can be reached, the Company may 

need to rely on the assistance of local officials or the courts in such jurisdiction.  The Company has not, to date, experienced any 

problems in gaining access to any of its properties. 

Title Matters  

Although the Company has taken steps to verify the title to the mineral properties in which it has or has a right to acquire an 

interest in accordance with industry standards for the current stage of exploration of such properties, these procedures do not 

guarantee title (whether of the Company or of any underlying vendor(s) from whom the Company may be acquiring its interest).  

Title to mineral properties may be subject to unregistered prior agreements or transfers, and may also be affected by undetected 

defects or the rights of indigenous peoples.  The Company has investigated title to all of its mineral properties and, to the best of 

its knowledge, title to all of its properties for which titles have been issued are in good standing.   

Acquisition of Mineral Concessions under Agreements 

The agreements pursuant to which the Company has the right to acquire a number of its properties provide that the Company 

must make a series of cash payments and/or share issuances over certain time periods, expend certain minimum amounts on the 

exploration of the properties or contribute its share of ongoing expenditures.  The Company does not presently have the financial 

resources required to make all payments and complete all expenditure obligations under its all of its various property acquisition 

agreements over their full term.  Failure by the Company to make such payments, issue such shares or make such expenditures in 

a timely fashion may result in the Company losing its interest in such properties.  There can be no assurance that the Company 

will have, or be able to obtain, the necessary financial resources to be able to maintain all of its property agreements in good 

standing, or to be able to comply with all of its obligations thereunder, with the result that the Company could forfeit its interest 

in one or more of its mineral properties. 

Exploration and Mining Risks  

Fires, power outages, labour disruptions, flooding, explosions, cave-ins, landslides and the inability to obtain suitable or adequate 

machinery, equipment or labour are other risks involved in the operation of mines and the conduct of exploration programs.  

Substantial expenditures are required to establish reserves through drilling, to develop metallurgical processes, to develop 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 to justify commercial operations or that funds required for development can be obtained on a timely basis.  The 
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economics of developing mineral properties is affected by many factors including the cost of operations, variations of the grade 

of ore mined, fluctuations in the price of gold or other minerals produced, costs of processing equipment and such other factors as 

government regulations, including regulations relating to royalties, allowable production, importing and exporting of minerals 

and environmental protection.  In addition, the grade of mineralization ultimately mined may differ from that indicated by drilling 

results and such differences could be material.  Short term factors, such as the need for orderly development of ore bodies or the 

processing of new or different grades, may have an adverse effect on mining operations and on the results of operations.  There 

can be no assurance that minerals recovered in small scale laboratory tests will be duplicated in large scale tests under on-site 

conditions or in production scale operations.  Material changes in geological resources, grades, stripping ratios or recovery rates 

may affect the economic viability of projects. 

Regulatory Requirements   

The activities of the Company are subject to extensive regulations governing various matters, including environmental protection, 

management and use of toxic substances and explosives, management of natural resources, exploration, development of mines, 

production and post-closure reclamation, exports, price controls, taxation, regulations concerning business dealings with 

indigenous peoples, labour standards on occupational health and safety, including mine safety, and historic and cultural 

preservation.  Failure to comply with applicable laws and regulations may result in civil or criminal fines or penalties, 

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, any of which could result in the Company incurring significant expenditures.  The Company may also be required to 

compensate those suffering loss or damage by reason of a breach of such laws, regulations or permitting requirements.  It is also 

possible that future laws and regulations, or more stringent enforcement of current laws and regulations by governmental 

authorities, could cause additional expense, capital expenditures, restrictions on or suspension of the Company’s operations and 

delays in the exploration and development of the Company’s properties. 

Limited Experience with Development-Stage Mining Operations   

The Company has very limited experience in placing mineral resource properties into production, and its ability to do so will be 

dependent upon using the services of appropriately experienced personnel or entering into agreements with other major resource 

companies that can provide such expertise.  There can be no assurance that the Company will have available to it the necessary 

expertise when and if it places its resource properties into production. 

Uncertainty of Resource Estimates/Reserves   

Unless otherwise indicated, mineralization figures presented in the Company’s filings with securities regulatory authorities, press 

releases and other public statements that may be made from time to time are based upon estimates made by Company personnel 

and independent geologists.  These estimates are imprecise and depend upon geological interpretation and statistical inferences 

drawn from drilling and sampling analysis, which may prove to be unreliable.  There can be no assurance that: 

 These estimates will be accurate; 

 Reserves, resource or other mineralization figures will be accurate; or 

 This mineralization could be mined or processed profitably. 

Because the Company has not commenced production at any of its properties, and has not defined or delineated any proven or 

probable reserves on any of its properties, mineralization estimates for the Company’s properties may require adjustments or 

downward revisions based upon further exploration or development work or actual production experience.  In addition, the grade 

of ore ultimately mined, if any, may differ from that indicated by drilling results.  There can be no assurance that minerals 
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recovered in small-scale tests will be duplicated in large-scale tests under on-site conditions or in production scale.  The resource 

estimates contained in the Company’s filings with securities regulatory authorities, press releases and other public statements that 

may be made from time to time have been determined and valued based on assumed future prices, cut-off grades and operating 

costs that may prove to be inaccurate.  Extended declines in market prices for gold, silver, copper, iron or other metals may 

render portions of the Company’s mineralization uneconomic and result in reduced reported mineralization.  Any material 

reductions in estimates of mineralization, or of the Company’s ability to extract this mineralization, could have a material adverse 

effect on the Company’s results of operations or financial condition.  The Company has not established the presence of any 

resources or any proven or probable reserves at any of its mineral properties.  There can be no assurance that subsequent testing 

or future studies will establish any resources or proven or probable reserves at the Company’s properties.  The failure to establish 

proven or probable reserves could restrict the Company’s ability to successfully implement its strategies for long-term growth. 

No Assurance of Profitability  

The Company has no history of earnings and, due to the nature of its business there can be no assurance that the Company will 

ever be profitable.  The Company has not paid dividends on its shares since incorporation and does not anticipate doing so in the 

foreseeable future.  The only present source of funds available to the Company is from the sale of its common shares or, possibly, 

from the sale or optioning of a portion of its interest in its mineral properties.  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.  While the Company may generate additional working capital through further equity 

offerings or through the sale or possible syndication of its properties, there can be no assurance that any such funds will be 

available on favorable terms, or at all.  At present, it is impossible to determine what amounts of additional funds, if any, may be 

required.  Failure to raise such additional capital could put the continued viability of the Company at risk. 

Uninsured or Uninsurable Risks 

Exploration, development and mining operations involve various hazards, including environmental hazards, industrial accidents, 

metallurgical and other processing problems, unusual or unexpected rock formations, structural cave-ins or slides, flooding, fires, 

metal losses and periodic interruptions due to inclement or hazardous weather conditions.  These risks could result in damage to 

or destruction of mineral properties, facilities or other property, personal injury, environmental damage, delays in operations, 

increased cost of operations, monetary losses and possible legal liability.  The Company may not be able to obtain insurance to 

cover these risks at economically feasible premiums or at all.  The Company may elect not to insure where premium costs are 

disproportionate to the Company’s perception of the relevant risks.  The payment of such insurance premiums and of such 

liabilities would reduce the funds available for exploration and production activities. 

The Company may be a “passive foreign investment company” under the U.S. Internal Revenue Code, which may result in 

material adverse U.S. federal income tax consequences to investors in the Company’s common shares that are U.S. taxpayers:  

Investors in the Company’s common shares that are U.S. taxpayers should be aware that the Company expects it will be in the 

current year, a “passive foreign investment company” under Section 1297(a) of the U.S. Internal Revenue Code (a “PFIC”).  If 

the Company is or becomes a PFIC, generally any gain recognized on the sale of the Company’s common shares and any “excess 

distributions” (as specifically defined) paid on such common shares must be rateably allocated to each day in a U.S. taxpayer’s 

holding period for the common shares.  The amount of any such gain or excess distribution allocated to prior years of such U.S. 

taxpayer’s holding period for the common shares generally will be subject to U.S. federal income tax at the highest tax applicable 

to ordinary income in each such prior year, and the U.S. taxpayer will be required to pay interest on the resulting tax liability for 

each such prior year, calculated as if such tax liability had been due in each such prior year. 
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Alternatively, a U.S. taxpayer that makes a “qualified electing fund” (a “QEF”) election with respect to the Company generally 

will be subject to U.S. federal income tax on such U.S. taxpayer’s pro rata share of the Company’s “net capital gain” and 

“ordinary earnings” (as specifically defined and calculated under U.S. federal income tax rules), regardless of whether such 

amounts are actually distributed by the Company.  U.S. taxpayers should be aware, however, that there can be no assurance that 

the Company will satisfy record keeping requirements under the QEF rules or that the Company will supply U.S. taxpayers with 

required information under the QEF rules, in event that the Company is a PFIC and a U.S. taxpayer wishes to make a QEF 

election.  As a second alternative, a U.S. taxpayer may make a “mark-to-market election” if the Company is a PFIC and the 

Company’s common shares are “marketable stock” (as specifically defined).  A U.S. taxpayer that makes a mark-to-market 

election generally will include in gross income, for each taxable year in which the Company is a PFIC, an amount equal to the 

excess, if any, of (a) the fair market value of the common shares as of the close of such taxable year over (b) such U.S. taxpayer’s 

adjusted tax basis in the common shares. 

Due to the extreme complexity of the PFIC rules and the potentially materially adverse consequence to a shareholder that is a 

U.S. taxpayer of the Company being a PFIC, it is critical that each shareholder that is a U.S. taxpayer consult with that 

shareholder’s U.S. tax adviser before undertaking any transactions in the Company’s common shares. 

OFF-BALANCE SHEET ARRANGEMENTS 

The Company does not have any off-balance sheet arrangements as at March 31, 2016 and to the date of this MD&A. 

PROPOSED TRANSACTIONS 

There were no proposed transactions as at March 31, 2016 and to the date of this MD&A. 

ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE 

Additional disclosure concerning the Company’s general and administrative expenses and resource property costs is provided in 

the Company’s Statements of Comprehensive Loss contained in its consolidated financial statements for the year ended March 

31, 2016 that is available on the Company’s website at www.entouragemetals.com or on its SEDAR Page Site accessed through 

www.sedar.com. 

OUTSTANDING SHARE DATA 

The Company’s authorized capital is unlimited common shares without par value and unlimited preferred shares without par 

value.  As at July 27, 2016, the following common shares, options and share purchase warrants were outstanding: 

 

  # of Shares Exercise Price Expiry Date 

Issued and Outstanding Common Shares  39,853,496   

Stock Options 200,000 

3,700,000 

$  0.15 

$  0.22 

August 5, 2024 

July 27, 2021 

Warrants  232,167 

12,223 

59,555 

13,926 

94,777 

205,167 

$  0.20 

$  0.20 

$  0.20 

$  1.35 

$  0.20 

$  0.20 

March 26, 2017 

April 25, 2017 

June 6, 2017 

September 24, 2016 

September 24, 2017 

September 27, 2017 

http://www.entouragemetals.com/
http://www.sedar.com/
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  # of Shares Exercise Price Expiry Date 

18,333 

311,667 

166,667 

633,333 

5,250,000 

650,400 

735,248 

183,812 

820,500 

$  0.20 

$  0.15 

$  0.15 

$  0.11 

$  0.20 

$  0.20 

$  0.22 

$  0.22 

$  0.30 

October 30, 2017 

January 3, 2017 

January 8, 2017 

March 2, 2017 

March 21, 2018 

March 21, 2018 

May 11, 2017 

June 11, 2017 

June 15, 2018 

TRANSACTIONS WITH RELATED PARTIES 

The Company has entered into certain transactions with related parties during the year ended March 31, 2016 and to the date of 

this MD&A.  All transactions with related parties have occurred in the normal course of operations and are measured at the 

exchange amount, which is the amount of consideration established and agreed upon by the related parties. 

 
(a) Transactions: 

 

The Company paid or accrued the following amounts to key management personnel or companies controlled by them: 

 

 March 31, 

2016 

March 31, 

2015 

   

Consulting fees and salaries to key management personnel or 

companies controlled by key management personnel $            182,000 $          167,990 

Director fees 7,000 - 

Finder’s fees 67,917 - 

Share-based payments to key management personnel 6,132 32,257 

 $            263,049 $          200,247 

 

During the year ended March 31, 2016, payments to a company with common directors and officers for office and 

administration costs totalled $5,115 (2015 - $248,219).   

 

(b) Due to related parties: 

 

 March 31, 2016 March 31, 2015 

   

Consulting fees and salaries to key management personnel or 

companies controlled by key management personnel $             76,611 $            102,552 

Director fees 7,000 - 

Office, administration, and consulting costs to a company jointly 

controlled by two directors 5,120 8,465 

Expense reimbursements to related parties 1,052 4,446 

 $            89,783 $            115,463 

 

During the year ended March 31, 2016, $17,000 in consulting fees due to a related party was assigned to an arm’s length 

third party. 

 

Amounts due to related parties are unsecured, have no fixed repayments and are non-interest bearing. 
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COMMITMENTS 

The Company is also required to fulfill annual work commitments under option agreements for the October Gold properties in 

order to keep them in good standing. 

Other than the above, the Company does not have any commitments as at March 31, 2016 and to the date of this MD&A. 

ACCOUNTING POLICIES AND ESTIMATES 

Significant judgments are used in the Company’s assessment of its ability to continue as a going concern which is described in 

note 1 of the financial statements.  Significant accounting estimates are used in the determination of fair value and value in use 

for purposes of the recoverability of the carrying value of mineral properties, determination of reclamation obligations, valuation 

of share-based payments, and the valuation of deferred income taxes.  These estimates involve considerable judgment and are, or 

could be, affected by significant factors that are out of the Company’s control.  Actual results may differ from these estimates. 

Impairment 

At the end of each reporting period the carrying amounts of the Company’s long lived assets, including mineral property 

interests, 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. The 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 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 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 the profit or loss for the period. For an asset that does not 

generate largely independent cash inflows, the recoverable amount is determined for the cash generating unit to which the asset 

belongs. 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, but to an amount that 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.  

Share-based Payments 

The factors affecting share-based payments include estimates of when stock options might be exercised and the stock price 

volatility.  The timing for exercise of options is out of the Company’s control and will depend, among other things, upon a 

variety of factors including the market value of Company shares and financial objectives of the holders of the options.  The 

Company has used historical data to determine volatility in accordance with Black-Scholes modeling, however future volatility is 

inherently uncertain and the model has its limitations.  While these estimates can have a material impact on the share-based 

payments and hence, results of operations, there is no impact on the Company’s financial condition or liquidity. 

New Standards Not Yet Adopted  

Standards and interpretations issued but not yet effective applicable to the Company:  

 IFRS 9, Financial Instruments 

 IAS 12, Income Taxes 
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Refer to the financial statements for a description of these standards.  The Company is evaluating the impact that these standards 

will have on the financial statements. 

FINANCIAL INSTRUMENTS AND MANAGEMENT OF CAPITAL 

IFRS 7, Financial Instruments: Disclosures (“IFRS 7”) establishes a fair value hierarchy that prioritizes the inputs to the valuation 

techniques used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in active markets for 

identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  The 

three levels of the fair value hierarchy are described below: 

 Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, 

unrestricted assets or liabilities. 

 Level 2: Quoted prices in markets that are not active, or inputs that are observable, either directly or indirectly, for 

substantially the full term of the asset or liability. 

 Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and 

unobservable (supported by little or no market activity). 

The Company recognizes marketable securities at fair value which is considered a level 1 fair value measurement.  The carrying 

values of cash, accounts payable and accrued liabilities and due to related parties approximate their fair values due to their short 

terms to maturity. 

Credit risk 

Credit risk arises from the possibility that counterparties may be unable to fulfill their commitments to the Company.  The 

Company’s credit risk is primarily attributable to its liquid financial assets of cash and cash equivalents.  The carrying value of 

these instruments represents the Company’s maximum exposure to credit risk.  The Company manages and limits exposure to 

credit risk by maintaining its cash with high-credit quality financial institutions.   

Liquidity risk 

Liquidity risk is the risk that the Company cannot meet its financial obligations associated with financial liabilities in full.  The 

Company manages liquidity risk through the management of its capital structure, as outlined in note 12 of the financial 

statements, available on SEDAR. 

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.  

The Company’s interest bearing financial assets are comprised of cash and cash equivalents, which bear interest at fixed or 

variable rates. 

RECENT DEVELOPMENTS AND OUTLOOK 

The Company expects to obtain financing in the future primarily through further equity and/or debt financing, as well as through 

joint venturing and/or optioning out the Company’s properties to qualified mineral exploration companies.  There can be no 

assurance that the Company will succeed in obtaining additional financing, now or in the future.  Failure to raise additional 

financing on a timely basis could cause the Company to suspend its operation and eventually to forfeit or sell its interest in its 

mineral properties. 
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APPROVAL 

The Board of Directors of Entourage has approved the disclosure contained in this MD&A.  A copy of this MD&A will be 

provided to anyone who requests it. 

ADDITIONAL INFORMATION 

Additional information relating to Entourage is on SEDAR at www.sedar.com and the Company’s website 

www.entouragemetals.com.

http://www.sedar.com/
http://www.entouragemetals.com/
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